Consumer price search behaviors in online
shopping

ABSTRACT |

Aims: Simultaneously, the decelerating economy in the real world due to the covid-19 has intensified the
competition in the virtual world, forcing online retailers to consider how to steering effective price
promotion strategies to attract customers and to increase their purchase intentions. Online retailers are
either struggling to find ways to formulate their online price promotion strategies or simply adopt the
offline price promotion strategies. However, the Internet provides online shoppers with the benefit of
searching and evaluate price information efficiently and effectively, greatly reduces consumers’
information search costs. Under this circumstance, the effect of offline price promotion strategies on
consumers’ price perceptions and purchase decision may become a hinderance instead of an assistance.
Overall, the price information provided by the Internet influences consumer perceptions and reactions to
online shopping. The purpose of this research is to provide insight into consumers’ online price search
behavior and consumers’ reactions to online price promotion.

Methodology: A in-depth discussion of the literature review on online consumer price search behavior
was applied. Specifically, literature review covers the issues of price comparison search engine, price
comparison refund policy, price promotion, and semantic cues that related to consumer price perception
and purchase intention.

Conclusion: These research propositions can help online retailers to gain a deeper understanding of
consumer price search behavior, response to price information, and promotions. Consequently, online
retailers are able to better formulate price communication strategies effectively. This price scheme can
influence consumers’ price search behavior and then the purchase intention.

Keywords: Online pricing, price promotion, price search behavior, online price perception, price comparison search
engine, price comparison refund policy, semantic cues

1. INTRODUCTION

Information search plays a very important role in consumers' purchasing decision-making process in particular online
shopping. Research in this area has previously been widely discussed [1, 2, 3, 4, 5, 6, 7]. Emerging interests and rising
discussion are the search behavior for price information of consumers when shopping online [5, 8, 9]. The discussion in
this part is of great significance, because for many online retailers, if consumers can be convinced that the price, they
offer is the most reasonable, valuable or even the lowest price, consumers will be less likely to search for price
information from other online retailers. Information search behavior will decrease, while the probability of purchasing from
this online retailer will increase dramatically [6, 8, 10].

Due to the easy access to a wealth of information about the online market, the Internet has become an important source
for consumers looking for products and prices no matter they shop online or offline. Subsequently, online retailers should
pay attention to consumers’ online price search behavior when considering consumers’ responses [8]. Hence, the



purpose of this research is to review consumer online price search behavior and the influence of online price promotion
mode on consumer price perception and value judgment.

2. LITERATURE REVIEW AND PROPOSITION

Consumers can search for price information through internal search and external search. Internal search refers to
searching for relevant information from memory while external search refers to searching through external stimuli related
to the problem. Internal and external information searches involve information search costs. Search costs include the
time, energy, money, and opportunity costs of other activities consumed by consumers. Thus, the initiation of the
information search will depend on the identification of the relationship between the benefits obtained from the information
search and the cost of the search [6, 11].

Unlike in-store shopping, the Internet provides consumers with a simpler search and quick access to relevant price
information when shopping online. The lower cost of searching for price information may lead consumers to seek lower or
lowest prices to reduce their shopping risks and increase transaction value. In fact, compared with other offline channels,
consumers do pay lower prices when shopping online [6, 12, 13]. In addition, since the Internet lowers the cost of
searching for price information for online shoppers, it may also lead consumers to becoming more price-sensitive [14].
With this, we put forward the following propositions:

P1: Consumers are more willing to search for lower prices or consider the lowest price when shopping online than when
shopping offline.

P2: Consumers are more sensitive to price changes when shopping online than when shopping offline.

From the perspective of online retailers, because consumers can easily and at low cost, this situation can lead to fierce
price competition. Therefore, in order to reduce consumers' attempts to search for lower prices, many online retailers try
to change consumer price perceptions or use other price strategies to attract consumers to complete the entire
transaction [8]. Some online retailers are currently providing a site's comparison engine on their website. The intention is
that when an online retailer provides a website price comparison search engine, consumers may think that the online
retailer's price is lower, so their willingness to search for price information will also be reduced [8]. Based on this
argument, we propose:

P3: When an online retailer provides a price comparison search engine, consumers will think that the online retailer's price
is lower, so their willingness to search for price information will also decrease.

Off-line retailers often use the price-matching refund policy to first indicate their low prices and then to ensure and make
consumers to believe they are getting the lowest price. This may reduce consumers' information searches and increase
their willingness to buy. The price comparison refund policy is that for the same product, if a consumer finds that other
retailers sell at a lower price, the consumer can get back one or several times the price difference with the invoice or
purchase certificate. Indeed, previous studies have found that consumers perceive retailers to offer low-price features by
offering a refund policy for price comparisons, and consumers reduce their price searches accordingly [6, 8, 9, 15].

However, the story about online shopping may differ. These researchers also found that when the retailer offers a price-
comparison refund policy, the number of store searches by consumers increases when the search costs are lower [6, 8, 9,
15]. On the contrary, when the search cost is high, the number of consumer searches in stores will decrease. These
findings implies that when the search cost is low, consumers' willingness to search will not be affected by whether the
retailer offers a refund policy for price comparison. In online shopping, because the Internet provides consumers with the
ease and speed of searching for price information, it results in lower search costs for consumers. Under such
circumstances, the online retailer's price comparison refund policy may not reduce the number of online store searches
and increase consumers' willingness to purchase. Hence, we propose that:

P4: The price comparison refund policy offered by online retailers will not reduce the number of online store searches and
increase consumers' willingness to purchase.

To increase sales and generate profits, offline retailers often use price promotions to attract price-sensitive consumers
[16]. However, consumers have different levels of cognition for different types of retailers in terms of price promotion. For
example, Research found that consumers were more accepting of price promotions offered by price-oriented retailers
than department store price promotions [16]. In online shopping, since the prices offered by online retailers are cheaper
than those of offline retailers [13, 17, 18, 19], we can assume that consumers are therefore more interested in online



shopping. The acceptance of price promotions offered by retailers should be higher than that of offline retailers. Therefore,
we propose the following.

P5: Compared with the price promotion activities of offline retailers, consumers will have higher saving perception, price
acceptance and purchase intention for the price promotion activities provided by online retailers.

Framing price promotions have been shown to have significant effects on consumers' transaction evaluation, savings
perception, price acceptance, purchase intention, and store selection [4, 20, 21, 22, 23, 24, 25, 26]. For example, Smith
and Sinha (2000) explored the evaluation of transaction value to consumers by three different but equivalent price
promotion patterns (1. direct price promotion: 50% off, 2. additional product or quantity promotion: buy one get one free, 3.
mixed promotion: buy two for 50% off) [24]. They found that the order in which consumers prefer price promotions for
high-priced products is direct price promaotions (50% off), additional product or quantity promotions (buy one get one free),
and mixed promotions (buy two and get 50% off) [24].

In an online shopping environment, additional product or quantity promotions and mixed promotions are less used
because of the shipping costs involved. The method of matching price with semantic cues (semantic cues) is widely used
to convey the message of discount (for example: the original price is $1,000 and the promotional price is $500). Scholars
distinguished several frequently used semantic cues into two broad categories: low-consistency cues or high-
distinctiveness cues [21]. The low-consistency cue method refers to the original price offered by the retail store itself or
the price it once sold; it is thus a within-store comparison of the retail store's history of prices. A high distinctiveness cue,
on the other hand, refers to a comparison with other retailer's prices or manufacturer’'s suggested retail prices (MSRPs); it
is thus a between-store comparison [21]. Others found that high uniqueness cues lead to greater value perceptions by
consumers compared to low consistency cues [27]. On the contrary, Liefeld and Heslop (1985) pointed out that for some
products, the low consistency cue method can be more effective in improving consumers' normal price evaluation [28].
Other studies have also found that high uniqueness cues lead consumers to evaluate a transaction more negatively [29].

In view of the conflicting research results, research pointed out that the impact of semantic clues on consumers' value
perception depends on two important interfering variables: purchase context and discount size [23]. These scholars found
that when consumers are in a retail store, the semantic cue method using the comparison method within the retail store
will produce greater cognitive value than the comparison between retail stores. Inter-store comparisons using semantic
cues are more effective than intra-store comparisons when consumers are at home.

In online shopping, inter-store price comparisons using semantic clues may be less influential because consumers can
easily obtain price information from other online retailers. Unless this comparison between retailers refers to between
online retailers and offline retailers. Also, it would not be attractive if this semantic clue approach uses a manufacturer's
suggested retail price, because this suggested manufacturer's selling price only reflects the likely costs and profits of the
manufacturer and can be applied to any online and offline retailer, unless the gap between the MSRP and the promotional
price is large enough for consumers to perceive the authenticity and value of the discount. However, the semantic clue
method may have a higher effect by adopting the internal comparison method of retail stores, since consumers may think
that online retailers sell at lower prices than offline retailers [25]. Therefore, online retailers emphasize that prices are
cheaper than before, and consumers may perceive a larger price discount. Accordingly, this study proposes that:

P6: In online shopping, using semantic clues to compare within retail stores will have a greater impact on online shoppers'
perceived value and purchase intention than comparing prices between retail stores.

Finally, we expect that consumers' online price information search, price perception and processing, and response to
price promotion models will be different due to their individual characteristics. Researchers pointed out that any studies on
consumer information processing and judgment need to consider differences in consumer characteristics [30-36]. The
characteristics of consumers themselves can be manifested through demographic, psychological, behavioral and other
characteristics. Therefore, we propose:

P7: Consumers' online price information search, cognition and processing, and response to price promotion models will
vary due to differences in age, income, gender, education level, and other demographic characteristics.

P8: Consumers' online price information search, perception and processing, and response to price promotion methods will
vary according to their attitudes towards online shopping.



P9: Consumers' online price information search, perception and processing, and response to price promotion methods will
vary according to their online shopping experience, number of times and time spent online.

How can online retailer do to minimize consumers price search behavior online? If online retailers know better about
consumer responses to price scheme online, the probability of enhancing consumer purchase intention is likely to rise. In
this review, we consider that when shopping online, consumers look for lower price often and are more sensitive to price
changes. On the one hand, online retailer offers price comparison search engine will decrease consumers’ price search
behavior. On the other hand, online retailer offers price comparison refund policy will not reduce consumers’ online price
search behavior and will not improve consumers’ willingness to purchase. In addition, price promotion provided by online
retailers that consumer would have a higher level of price saving perception, price acceptance, and purchase intention
than offline retailers. As for online shopping using semantic clues to compare within retail stores have a greater impact on
consumers perceive value and purchase intention than between retail stores. Finally, consumers' online price information
search, perception and processing, and response to price promotion methods will vary according to consumers’
demographical differences, attitude, and online shopping experience.

3. CONCLUSION

To summarize, it is expected that through this in-depth discussion and the concluded propositions, online retailers can
gain a deeper understanding of consumers’ price search behavior, response to price information, and promotions online.
The propositions should be able to assist online retailers to effectively formulate price communication strategies. The
better formulated pricing strategy can influence online shoppers' price search behavior and hence the purchase decisions.
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