


Introduction

          Consumer purchase intentions are partially influenced by the price of a product and partially influenced by other non-price factors. However, price is a significant factor influencing consumer behaviour since most customers will always consider the price of a product before purchasing it (Huck & Wallace, 2015). Thus, price changes can result in changes in consumer behaviour, leading to either increased or decreased demand for the product. This essay discusses the relationship between price and consumer behaviour and other non-price factors influencing consumers' decisions. 
Why Does the Price Change?
Changes in the price of a product are inevitable. It depends on factors, some of which are out of sellers’ control. For instance, the government may intervene through policies requiring sellers to sell their products within a given price range. Also, the price depends on other factors, such as the cost of production. If the direct and indirect costs of production increase, the seller will have to increase the price of the final product for them to remain profitable, which is the only way they can survive in the market. So, being dependent on a wind range of factors, the price of goods and services will always keep on changing. 

Relationship between price, demand, and supply
          The demand of a product is defined as the quantity of a commodity that consumers are willing and can purchase at a given time (Galbraith, 2013). Usually, the price of a product is inversely related to the quantity demanded. As the price of a commodity goes up, consumers' purchasing power and willingness to purchase it decreases, leading to a decline in the quantity demanded. Similarly, when the price of a product goes down, consumers can purchase more of the product. Their willingness to buy the product also increases, leading to an increase in demand.
          Supply is defined as the quantity of goods/services the suppliers are willing and able to supply to the consumers at a given time (Galbraith, 2013). Usually, a positive relationship exists between the price of a commodity and its supply. For example, a decline in the price of a commodity reduces suppliers' profit, reducing their willingness to supply more commodities. Similarly, high prices attract more Suppliers and motivate the existing Suppliers to supply the commodity in large quantities, leading to an increase in supply. 
          Market equilibrium is achieved when the quantity supplied equals the quantity demanded (Galbraith, 2013). Oversupply occurs when the suppliers supply more commodities than what the consumers are demanding, and it courses a decline in the commodity's price. On the other hand, excess demand occurs when consumers demand more than what suppliers are willing and able to supply, resulting in a price increase. Through the forces of demand and supply, the market adjusts itself to an equilibrium price where the quantity demanded is equal to the quantity supplied. The figure below summarizes the relationship between price, supply, and demand.
Figure 1: Market equilibrium
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Abnormal demand
 Some products have an abnormal demand. Most of such products are considered rare/ luxurious or inferior. When the price of rare/ luxurious products increases, their demand increases since people think their price is directly related to their value/ rareness (Galbraith, 2013). For instance, many people think the most expensive thing, like gold, is the rearrests, which is not always the case. In the case of inferior goods, people consider an increase in price as an upgrade in value, which may not always be the case. Therefore, an increase in the price of rare or inferior products reduces consumers' purchasing power but increases their willingness to buy the product, increasing the quantity demanded. Similarly, a decrease in the price of such products makes consumers start considering them as more inferior or less luxurious, which results in a decline in the willingness to purchase them and, consequently, a decline in the quantity demanded.
Price Elasticity of Demand
As a seller, it is good to consider the magnitude of the impact of price change on consumer purchasing behaviour, which depends on the elasticity of the product's demand.   Price elasticity of demand is calculated by dividing the percentage change the quantity demanded by the percentage change in price and helps estimate the magnitude of price change on consumer's buying behaviour (Andrews & Benzing, 2010). The demand for a product can be elastic or inelastic. In the case of elastic demand, a small price change would have a relatively more significant impact on demand depending on the product (normal, inferior, luxurious, or primary). For instance, a slight increase in the price of a product of a normal good will cause a massive decline in the quantity demanded, either due to substitution or income effect. Hence, Suppliers of products with an elastic demand curve should be very cautious when raising the price of their products, as it can cost them a lot. 
For the case of the inelastic demand curve, Price changes have a negligible impact on the quantity demanded. These are products that price changes produce a relatively more minor change in the quantity demanded. Therefore, for a perfectly inelastic demand curve, price changes do not produce any change in quantity demanded. An example of a perfectly inelastic demand curve is where a monopoly sells a product that serves as a basic need. In such as case, a price increase will have no impact on consumers' behaviour since people will continue purchasing the same amount at the stated price as it is a basic need. However, the government and other regulating bodies are always there to regulate such Suppliers from exploiting consumers.
Impact of Price Change on Consumer Behaviour

Substitution Effect
The substitution effect is whereby customers substitute a product whenever its price changes (Leung, McGregor & Chesney, 2014). Customers will always buy a product they think is the best value for their money, which means they will always compare the price of several substitutes before making their purchase decision. For instance, when the price of a product like Coke shoots up, consumers may consider substituting it with a product like Pepsi, which serves the same purpose but at a relatively lower price. That way, a consumer can spend less and get a product that will do the same as the expensive one. However, as the name suggests, the substitution effect can only happen if the product has a substitute. For products with no reserves, consumers will either buy it at the stated price if it is a necessity, or they will stop consuming the product if it is not a basic need. 
 Substitution effected mainly occurs when the price of a product rises at a higher rate than the consumers' income. Hence, the effect does not happen when both the cost of a product and consumers income increases at the same rate since consumers might not even realise the difference. The impact of substitution effects on a company’s sales revenue depends on the product. For instance, because of the substitution effect, the companies selling inferior products may enjoy more sales by raising their prices. As a result, some consumers may change their perception of such products and consider their high quality. 
Income Effect
The income effect occurs when the price of products increases at a higher rate than the consumers' income (Leung, McGregor & Chesney, 2014). In such a case, a consumer will have less money to spend, which reduces their purchasing power, and consequently, the demand for the product declines. However, unlike the case for substitution effect, the income effect does not make the consumers substitute the product. Instead, they maintain the same spending rate and change the quantity demanded to fit their fixed budget. For instance, if a customer spends £3 on buying 1Kg of beef, increasing the price of meat will not make the client substitute beef with other types of meat, but they will continue spending the same £3 for less than 1 kg of beef.  
The income effect is more effective for products with no close substitutes since consumers must continue spending the same product even with a price change. However, since they can no longer afford it or are unwilling to spend more on the identical product because of the price change, they will consider lowering the quantity demanded. The impact of income on the amount required also depends on the product. For instance, an increase in the price of a normal good will lead to a decline in the quantity demanded. In contrast, an increase in the price of an inferior good will lead to a rise in the amount required since people will be willing to pay more for the product, thinking that the price increase is because of an upgrade in the product's quality. 

Other factors influence consumers' decisions

Characteristics of the commodity

          Consumers will always compare the characteristics of various substitutes, determine which one is better, and purchase it even if it is more expensive (Kurnianto, Rosalina, & Nurminingsih, 2019). 
Here, consumers aim at comparing several products and determine which is to choose a product that matches their personal preferences. For instance, when deciding whether to buy Coca-Cola or Pepsi, one will have to consider their characteristics, such as taste, before deciding which to buy.  
Branding

          Brand reputation and image are other factors consumers consider when making their purchase decisions. Everyone likes to buy a product from a well-known and trusted company as it is perceived as high quality compared to emerging and unknown companies. For instance, consumers may prefer buying an electric car from Tesla over those from other manufacturers in the automotive industry, even if they all have the same features. 
Fashion and seasonality

          Consumer preferences changes with time, such that there will always be a product in fashion. Many consumers will prefer buying products that are in fashion over those that are considered outdated. Therefore, even if the product's price is high, consumers will go for it if it is the one in fashion. With that knowledge, suppliers always try to keep their products in fashion by modifying their features, such as taste, colour, and packaging. 
Consumer needs also change with seasons, and thus, their choice on what to buy also varies with seasons. For instance, many consumers will consider buying warm clothes during the winter compared to summer and autumn. Consequently, the demand for warm clothes rises during the winter when more people are willing to buy them and falls during the summer when the number of people willing to wear them decreases. 
Price of substitutes

          Despite considering the price of a product, consumers will always consider the price of its substitutes before making their final purchase decision. Even with no changes in price, the demand for a product may still go down if the price of the substitutes drops. Since consumers aim at maximising the value of their money, they will consider buying the cheaper substitutes if they have the same value as the expensive products. Similarly, the demand for a product may go high when the price of its substitutes goes high. 


Price of complementary commodities

          Complementary commodities are products that are used together. An example of complementary goods is computer hardware and software. Consumers will avoid buying computer hardware if they know that they cannot afford to buy the software to install on the hardware. Another example of complementary commodities is a car and petrol-Those who know that they cannot afford to buy petrol will not buy a car powered by a petrol engine. Therefore, the demand for a commodity increases when the price of its complementary goods goes down and goes down when the price of supplementary goods goes up. The number of people buying petrol-powered cars will decrease if petrol becomes very expensive. 
Availability of the product

          The availability of a product is another factor that most consumers consider when making their purchase decisions. In some cases, a consumer may find that the cheapest substitute is out of stock or is not sold in the area. In such a case, the consumer may prefer to buy what is readily available even if it is a bit more expensive, as it will help them save time.
Consumer's Future expectations

          Consumers can only buy a product if they are willing and able to buy it. Thus, they will always choose what to buy, depending on their current financial position and future expectations. For instance, if consumers expect to earn more money in the future, they may consider buying expensive things. Also, if consumers expect the price of a product will go down in the future, they might consider not buying a product right now and wait to buy it when the price drops. 
Personal and demographic characteristics

          This category includes age, gender, profession and lifestyle and level of education (Furaiji, Łatuszyńska & Wawrzyniak, 2012). For instance, the decision made by a middle-aged person differs from that of a teenager. A middle-aged person will prefer to purchase assets and other investments, while a teenager will prefer purchasing things like snacks and electronics such as Xbox for videogames. Consumers may also consider their occupation, level of education, income, and lifestyle when making their purchase decisions (Muniady et al., 2014). People like buying a product that matches their lifestyle and occupation. 
Psychological Factors

          Psychological factors involve learning, personal beliefs, attitudes and motivation towards a particular brand (Furaiji, Łatuszyńska & Wawrzyniak, 2012). Therefore, other than the price, one will consider what they believe about a particular product before buying it. For instance, people who believe that red meat is not goodwill consider eating chicken instead of beef. Hence, even if beef is cheaper than chicken, they would rather spend more money on chicken instead of eating beef.
          Motivation plays a role when consumers are making a choice. According to Maslow's Hierarchy of Needs, people will struggle to purchase a product despite its price if they have the motivation to purchase it (McLeod, 2007). Hence, motivation influences the willingness to buy a given brand/product.
Social and Cultural Factors

          Everyone has a group of people to interact with, such as family members, friends, reference groups, religious groups. When making their purchase decision, Consumers will always consider the advice from those they interact with (Muniady et al., 2014). Hence, consumers may prefer buying an expensive product because their friend recommended it. Religious leaders may also make their followers believe that a specific product is better than its substitutes, making them consider buying it. 










Conclusion

          Even though price change is inevitable, it is a critical and complex factor influencing consumers' purchasing behaviour. The effect of price change on consumer's behaviour is categorised into either income effect or substitution effect, and it’s all magnitude and direction vary depending on the product. For common goods, a price increase reduces the quantity demanded, while a decrease in price incrassate the quantity demanded. Despite the price being a key factor influencing consumers' behaviour, consumers have other factors to consider before making their final decision. Other factors include branding, product characteristics and design, fashion, season, prices of substitutes and complementary commodities, future expectations, personal and sociodemographic characteristics, psychological and Social and Cultural factors. The overall demand of a commodity and consumer behaviour are determined by changes in price and other non-price change factors. Hence, when influencing their consumers' behaviour to maximise sales, sellers should rely on price alone as there are many other factors to use without changing the price of the commodity. They only must research their customer's preferences and requirements and then modify their product to meet consumers' expectations. A proper combination of all the factors influencing consumers' decisions should help the company optimise sales profit and increase its equity.
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