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mean more than just as an allocative role. By
knowing price information, the consumer can
attain the potential saving from the market.
The purpose of this paper is to analyze the
impact of price information on consumer
purchase behaviour.

CONSUMER PERCEPTION ON PRICE
INFORMATION

In microeconomic model of consumer
choice, consumers make choices between
products, given that consumers have limited
resources (income). The concept of utility or
satisfaction or preference and diminishing
returns underlay this consumer choice beha-
viour. The model is based on the assumptions
that (1) perfect knowledge of consumer's
need, (2) preferences are perfectly ordered,
(3) utility is maximized. The consumer
maximizing utility is considered to be con-
strained by their resources (income) and
market price, more of one good can be ob-
tained only at the expense of another. The
consumer's choice occurs where the con-
sumer gains the highest level of utility. This
can be described by a simple example; when
consumers must consume between two
products, they will purchase those products
in sufficient quantity so that the marginal
utility per dollar of any product equals the
marginal utility per dollar of any other
product. In brief, consumer equates marginal
satisfication between all products. This model
can be illustrated in a simple mathematical
model:

MUx MUy MUn

Px Py Pn

Where MU is marginal utility, P is price, x
and y are specific products and n equals any
other product. It is clearly expressed from
the above explanation that price plays as an
allocative role or constraint factor in the
microeconomic model of consumer choice.
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Thus, price is an important factor in deter-
mining the consumer purchase decision.

In reality, the consumer purchase deci-
sion is not as simple as the above model, it is
much more complex. Consumers do not often
have perfect knowledge. They often make
mistakes and do allow emotion to enter their
decisions. Maximization of satisfaction may
be a goal of consumers, but it is certainly not
the only goal. Although there are some
weakness of its assumptions, the microeco-
nomic model of consumer choice has given a
useful contribution in explaining the consum-
er behaviour.

In marketing literature and research,
price has a various of roles which influeances
on consumer's choice. Rao and Gautschi
(1982) described two kinds of studies which
are relevant to the study of price and and its
influance on choice. The first study is to
identify the strength of the price-quality
evaluation link. In this context, price plays as
non-allocative role. The second study ad-
dresses the relationship between the process
of consumer judgements of goods and intend-
ed choices.

Consumers use a variety of attributes
which are associated with product to judge its
quality. Some attributes are inherent with the
product, these are the physical characteristics
of the product. In judging food or beverage
product quality, consumers concern with its
flavor, aroma, taste, color or size. In eva-
luating the automobile brand quality, the con-
sumers may concern with handling, horse
power, acceleration, gas mileage, safety,
driving comfort, passenger comfort, reliabili-
ty, durability, styling and color. Besides an
inherent characteristics of the product,
consumers also use external attributes of that
product to judge its quality. The information
which are often associated with external to
the product are price, store image, brand
image and promotional message. Either
singly or in composite, such atributes (in-
herent and external) provide the important
information to the consumers in building
their perception concerning product quality.
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There has been a growing awareness of
research in consumer behaviour to under-
stand the process of consumer judgment of
products. Marketing scholars focused their
research on the role of price in conveying
information to the consumers about product
quality judgment. These studies emphasized
the non-allocative role of price rather than
the role of price in allocation of the consum-
er's budget. Valenzi and Andrews (1971)
studied the effect of price information on
product quality. The respondents were asked
to rank the quality of three brands of butter
product which had different price from low,
medium to high. It was found that quality
ratings were positively related to actual
product differences despite the presence of
price information. Brand with high price was
judged as high quality than that with low
price.

The above study only provided single
cue. Thus, respondents tended to rate quality
according to available information (price)
rather than on the basis of taste. In this situa-
' tion, consumers naturally associated price
and quality, and hence a positive price-quali-
ty relayionship appeared. To overcome the
weakness of the single cue studies, other
studies had experimentally varied other cues
in addition to price.

Jacoby, Olson and Haddock (1971)
studied the interaction effects of price,
composition differences and brand image on
perception of brand quality of three beer
products. It was found that price had a sig-
nificant positive effect on the perception of
quality when price was the only cue to vary.
High priced brand was perceived to be of
higher quality than the medium and low
priced brands. Price did not operate as an
indicator of product quality when it was
combined with other variables to vary. Brand
name and actual composition characteristics
were more significant determiners of per-
ceived quality than was price.

Szybillo and Jacoby (1974) used three
different brands of hosiery to examine the
determinants of perceived product quality.
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They classified the determinants into two
categories, intrinsic cue and extrinsic cue.
Intrinsic cue was composition differences in
three samples of hosiery, while extrinsic cues
were price and store image. They discovered
that intrinsic cue had a greater effect upon
quality perception than did extrinsic cues.
Composition differences had a greater effect
than did either price or store image informa-
tion. The effect of price was insignificant
when it was combined with the effect of other
factor.

Wheatley and Chiu (1977) replicated
and extended the experiment of Szybillo and
Jacoby (1974). Besides using price, store
image and product characteristics, they used
socio-demographic characteristics as the
predictor of quality perception. It was found
that high quality of carpet was associated
with a high price, a high prestige store and a
dark color. Demographic characteristics
(income and education) had also significant
effect on perception of quality, but their
effect was smaller than other factors. Price
was a significant determinant when its effect
was combined with other determinants.

Erickson and Johansson (1985) investi-
gated the various roles of price in product
evaluation process. The respondents were
asked to express their belief about, affective
rating of and probability of their purchasing
various automobile brands. It was found that
higher priced cars were perceived as high
quality. Price affected attitude positively
through its positive effect of quality percep-
tion. Price also had a positive effect on
probability of purchase through its effect of
quality perception. Price influenced and was
influenced by perception of brand quality.
Higher priced cars were perceived as high
quality and high quality cars were perceived
to have higher price. Price was a significant
factor when it was combined with other
factors to determine quality perception.

Although the above studies provide
evidence of a positive price-quality relation-
ship, their result imply that price is not the
dominant factor in quality perception. The




above studies used different products, and
hence it is probable that price effect on
consumer's perception of quality varies
among products. Carpet and automobile
appeared to be two of several product catego-
ries, in which price serves as a guide to
quality. Findings of Jacoby, Olson and
Haddock (1971) suggested that brand name
and taste were more important and possibly
dominated price in its effect on quality per-
ception for relatively in expensive grocery
products.

THE IMPACT OF PRICE INFORMATION
ON CONSUMER BENEFIT

In selecting product alternatives, con-
sumers use many types of criteria. Some
important criteria include price, brand fea-
tures, product performance, store image,
store location. Consumers typically use more
than one criterion when evaluating choices.
Among the criteria, price or product cost can
be considered one of the most important and
consistently used in consumer criterion.
When the consumers use price their primary
criterion in their decision, price information
is really required. Price information can be
obtained from many sources. The consumers
in the departement stores can get price
information from item-marked price, shelf-
marked price, memory and register receipt.
They also can find the price information in
the newspaper advertisements before going
shopping. Price information in the form of
item-marked price in the stores is very useful
for and can give a benefit to consumers by
maintaining a high level of price awareness
which in turn helps them to be more selective
buyers. Lengrehr and Lengrehr (1983) point-
ed out some benefits of item-pricing: (1)
increase price consciousness, (2) discourages
inflantionary food buying habits, (3) encour-
ages comparison shopping, (4) depends
against instantaneous price increase, (5) in-
sures against shelf tags, (6) verifies accuracy
of price, (7) informs while shopping and at
home.
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In the 1970's the supermarket industry
introduced price scanner technology to
reduce costs of operations. With the installa-
tion of this technology, stores did not need to
price mark each item. Some stores have
removed item prices and expected buyers use
shelf price tags as their source of informa-
tion. By using this scanning technology,
stores expected to reduce the operation costs,
and hence the potential lower pricec can be
passed on to consumers. On the other hand,
consumers needed price information and get
the product with lower prices. Item price
removal (IPR) which has due to scanning
technology meant less information provided
to the consumers which potentially could
reduce the shopping effectiveness. There has
been some research to investigate the effect
of this technology on consumer shopping
behaviour.

Harris and Mills (1982) found that a
majority of consumers indicated that if item
price information were removed, their ability
to judge the accuracy of prices charges would
be impaired. Twenty percent of non-scanning
store shoppers indicated they would change
stores if scanners were installed. These
shoppers tended to have more generally
negative predispositions toward supermar-
kets. These general predispositions were
likely to carry over and affect reactions to
more specific changes such as the installation
of scanners or the removal of item prices.
The finding strongly suggested that removal
of item price information could reduce the
shopping effectiveness of many consumers.

Langrehr and Langrehr (1983) found
that opinions on item price removal (IPR)
were related with experiences with shopping
in IPR environments, extent of price com-
parison behaviours, and certain demographic
variables. Most of the consumers thought
stores should supply a price marking instru-
ment to shoppers. A majority of shoppers
who had not shopped in an IPR store would
likely to switch store if their current store
removed prices. However, only one quarter
of the shoppers who had shopped in an IPR
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store changed store, and price removal was a
secondary importance in their decision to
switch the store.

Findings of the two studies implied that
price information is really needed by con-
sumers. By introducing the scanning tech-
nology, the stores did not intend to remove
price information. They only changed its
price information form from item-marked
price to shelf-marked price. By this chang-
ing, the stores expected to reduce their opera-
tion costs. The shoppers who had been more
familiar with item-marked price might get
confused when they saw a new form of price
information. Shoppers may consider item-
marked price was more convenient than was
shélf-marked price, or shelf-marked price
represented a poor substitute for item-marked
price. In brief, the stores are encouraged to
provide consumer with the best method of
price information. In the future, it can be
expected that shoppers who have used the
scanner and received its benefit (such as
faster check out and more informative re-
ceipt) would be more willing to accept item
price removal. »

Price information among competing
sellers are not always available for the con-
sumers except they do some search to find
that. Search information is the activity which
needs time, effort and money. Consumers are
likely to search this information if it will give
them some benefit. By knowing the price
information from different stores, the con-
sumers can get the potential saving of their
purchase. The consumers can compare prices
from different stores and get benefit from this
evaluation. Because price information search
incurs some cost, the consumers would weigh
the cost of information against the benefit
obtained from that information. By compar-
ing cost and benefits, consumers decide
which types of information is worth enough
to them that they will engage in information
search. Stigler (1961) proposed the econom-
ics of information. According to his model, a
consumer will search for lower prices among
the sellers until the marginal cost of an addi-
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tional unit of information equals the marginal

returns from the search. In other words, the

consumer will search price information as
long as the marginal gains from this activity
are higher than the marginal costs.

McCracken, Boynton and Blake (1982)
studied the impact of food price information
on consumers and retailers. They found that
consumers who were aware of price report
judged the reports te be useful. Consumers
used price report for general information
rather than as direct input into their store
choice decision. It was found that price was
not the most important factor in food store
selection. Although the price reports were
associated with some changes in consumer
perceptions of high and low-priced stores,
but consumer behaviour remain unmodified.
The most important finding of this study was
that price reporting can lower the relative
level of food prices, both for items individu-
ally identified in the report and items not
identified in the report.

The above study brings an important
implication that price information is not the
only factor which has strong effect to change
in consumer behaviour. Although price in-
formation was considered to be useful but
this factor was not strong enough to switch
the store preference of consumer, such as
consumer changes to low-priced store.
Although consumer can get benefit of poten-
tial saving of purchasing in the low-priced
stores, but consumer remained in his/her
stores. In this situation, store image or store
loyalty had greater effect on consumer rather
than low price information. The non-mone-
tary benefit from store image may be greater
than monetary benefit of low priced store.
Consumer may consider not only price but
also other factors when they want to purchase
in the store. Location of the store, service
offered may be two important factors which
impress the consumer to purchase in specific
store which may become his/her store loyal-
ty. In brief, when the consumer received the
price information, the consumer does not



directly change to lower-priced store and get
benefit of potential saving, but the consumer
weighs the monetary and non-monetary benfit
of high priced stores against low-priced
stores before deciding to modify his/her
behaviour (to switch the store).

Zaltman and Wallendorf (1983) re-
viewed some research concerning informa-
tion search (external search). They concluded
that shoppers visited more stores (a form of
external search) if trafelling costs were low.
Also, people were less likely to search when
their past experience with the products
exceeded their expectations for them, they
were likely to repeat purchases of the same
brands rather than spent costs of search for
information about other brands. Repeat
purchases of a brand occured more often
when search costs were present.

Hall (1983) investigated the dispersion
of prices in local food markets and estimated
the potential benefits to consumer who made
comparison shopping. It was found that food
items in 15 local markets were different in
the dispersion of prices between small,
medium and large food market areas. The
potential savings in large market area was
much greater than in small one. The dollar
benefits of comparison shopping to con-
sumers were likely to be greater than the cost
of search in large shopping areas, but may
not justify the costs in small and medium size
areas. The cumulative savings in the small
shopping areas after a search covering four
stores range from 3.9 percent to 8.4 percent,
while the cumulative savings in the large
shopping areas after a search covering the
fourth store range from 5.6 percent to 14.0
percent. The dollar value of saving also
varied according to the total value of the food
purchased. Thus, large families (who usually
purchased in larger amount than small fami-
lies) had more to get the potential saving
from comparison shopping than did small
families. The author also calculated the cost
of search, direct cost and indirect cost. Direct
cost is the transportation cost of visiting addi-
tional stores and indirect cost is the opportu-
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nity costs of the time spent in search. After
calculating these two costs under certain
assumptions, the author presented some
expected value of the benefit from compari-
son shopping. The benefit would exceed the
cost only for households with four or more
persons in large shopping areas and for
households with six or more persons in
medium size shopping areas.

It is clearly exressed from the above
study that the potential benefit of price
information depends on where the consumer
purchased and the total value of product
purchased. Large shopping areas mean there
are more stores than the small one, and hence
price dispersion among store would be great-
er. The above study estimated the potential
saving based on a single point in time. In real
life, prices change with varying frequency in
all stores. The price of an item in one store
relative to another change over time. The
cost of search will also change and it may be
more and more expensive. Thus, the poten-
tial benfit from price search may become
smaller. [f the price in one store relative to
another remain constant during six month
period or more, the consumer may get the
greater potential saving. If the study used
durable goods or auttomobile which may
have price dispersion larger than food, the
potential benefit to consumer may be greater
and hence it will motivate consumer to search
price information among competing seller.
Durable goods are purchased less frequent
than food, this implies than in the long peri-
od, the cumulative saving from purchasing
food may be greater than purchasing durable
goods.

By using data on grocery purchases,
Carlson and Gieseke (1983) analyzed the
impact of price search on food purchase
costs. In this study, price information was
obtained through search among stores, and
hence price search was measured by the
number of stores visited prior to purchase. It
was found that the number of store visits had
a negative effect on purchase costs. More
price search resulted in lower price. Price
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search was associated with expenditure on
grocery product, income, education, marital
status, and age. Lower price had negative
significant effect on the expenditure. In brief,
more search leaded to lower prices, and
lower prices encouraged the purchase of
greater quantity.

The above study made it clear that price
information can derive lower price and
consumers can attain the potential saving
from this lower price. However, the amount
of dollar saving from lower prices can not be
known from the above study because the
authors did not estimate the cost of search.
Thus, cost and benefit comparison of price
search was unknown. Buying greater quantity
because of lower price can be considered as
the benefit for the consumer. Consumer
avoided the price increase of products that
would be consumed, and hence the consumer
purchased the products in large quantity in
the present.

CONCLUSION

Purchase decision is the main activity of
much consumer behavior when consumer
faces many alternatives in the market. To
make an accurate purchase decision, the
consumer needs information as a basis for
comparing and evaluating the product alterna-
tives. Information is one of the essential
inputs in purchase decision process. Some
studies found that information had a signifi-
cant effect on consumer decision effective-
ness. Information helped consumers to make
their best decision. Information consisted of
many attributes of products including its
price. Price was one of many attributes
which was often used to judge the product
quality by consumers. Price was found to
have a significant effect on the perception of
product quality when price was the only
attribute to vary. When other attributes were
present, some researchers have found that
price remained the significant factor, but
others have found that price became insignif-
icant factor in its effect on quality perception.
It was possible that price effect on consumer

28

quality perception varied among products.

Consumers need price information for
their buying effectiveness and for shopping
comparison. By knowing price information
among competing sellers, consumers can get
benefit of potentil saving of product pur-
chased. Price information is obtained by
spending time, efforts and money. Con-
sumers will weigh the cost of information
against the benefit obtained from that infor-
mation. Some studies found that price infor-
mation can lower the price. However, price
information is not strong enough to change
consumer purchase behaviour. Price informa-
tion is not the only factor than affects the
consumer purchase behaviour. The dollar
value of saving from price information
depends on the total value of product pur-
chased and the market size where the con-
sumer searched and purchased.
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