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Nine Factors that Affect a  
Customer’s Willingness to Pay

In this article, the author examines 

nine common factors that often have 

significant influence on a buyer’s will-

ingness to pay. Understanding these 

factors prior to new product release or 

buyer negotiations will enable compa-

nies to achieve their target price, as the 

author explains. Moira McCormick is 

an Account Manager at BlackCurve. 

BlackCurve provides software to price 

smarter for increased profitability. Mc-

Cormick blogs weekly on the world of 

pricing at blog.blackcurve.com. Her 

passion is bringing together disparate 

data sources into a single easily digest-

ible format.

Willingness to pay (WTP) 
is the maximum amount 
an individual is willing 
to hand over to procure 

a product or service. The price of the 
transaction will thus be at a point some-
where between a buyer’s willingness to 
pay and a seller’s willingness to accept.

If a company understood customer 
willingness-to-pay before any negotia-
tions commenced, they could develop 
strategies to realise that price during 
the negotiation. Salespeople rely on 
their experience and selling skills to draw 

out this information using historical data 
and value-based pricing methodologies 
to understand how a customer values 
their products.

1. Price Vs Quality Effect
Buyers will be more willing to pay if 
they believe that a higher price signals 
higher quality.

2. Unique Value Effect
If the buyer values the unique attributes 
of your product they will be more will-
ing to make a purchase. In a nutshell 
they value your product above others in 
the marketplace.

3. Expenditure Effect
Buyers are less willing to buy 
an item the higher the total 
expenditure, both in pounds 
and pence terms and as a per-
centage of their income and/or 
budget.

4. The Effect of 
Customer  
Characteristics
Several pricing studies have found that 
customer characteristics may influence 
WTP. These differences in WTP may 
depend on demographic, psychographic, 
or behavioural characteristics. The demo-
graphic variables include age, sex, race, 
income, marital status, education, and 
geographical location as well as psycho-
graphic variables such as activities, inter-
ests, opinions and life-style.

5. Environmental Effect
Macro environmental factors such as the 
overall state of the economy could influ-
ence customer willingness to pay. For 
example, in a down turn in the economy 
the customer’s willingness to pay may be 
lower as compared to a period when the 
economy is booming.

6. Fashion Effect
Fashions increase the demand for certain 
products and services and consequently 
increase the customer willingness to pay 
for those products.

7. Fairness Effect
If the customer perceives the price to be 
fair in comparison to similar products on 
the market they will be more inclined to 
buy.

8. Customer Research Effect
If the buyer perceives that the current 
price is temporarily lower or higher than 
it will be in the future this will influence 
the timing of their purchase.

9. Two-For-The-Price- 
of-One Effect
Or, 3 for 2 effect, etc. The buyer wants a 
bargain of course, to believe they are get-
ting something for nothing. They are sta-
tistically less likely to buy a single item 
than a ‘bundle’ of items. 
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Buyers will be more willing to 
pay if they believe that a higher 
price signals higher quality.
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