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Price is Not (Always) the Most Important  
Driver to Customer Purchasing Behavior 

We all know that price is an important 

driver to customer purchasing behav-

ior, but is it the most important factor? 

Not always. Customers buy because of 

many factors, and as long as the price 

is somewhat right, price itself may 

never enter the purchase tradeoff deci-

sion itself, as this article explains. Tim 

J. Smith is the managing principal at 

Wiglaf Pricing, adjunct professor at 

DePaul University, a frequent PPS 

speaker, instructor and presenter, and 

the Academic Advisor for the Certified 

Pricing Professional designation.  His 

most recent book is Pricing Strategy:  
Setting Price Levels, Managing Price 
Discounts, & Establishing Price 
Structures (South-Western Cengage 

Learning, 2012). He can be reached at 

tsmith@wiglafpricing.com. He will be 

leading a workshop entitled “Pricing 

and Corporate Strategy” at the PPS 

10th Annual Conference in Barcelona 

on 26 November 2014.

In Econ 101, we are taught that 
lower prices lead to higher sales 
volumes. In sales, we hear directly 
from customers that the prices are 

high and they want a discount. And in 
marketing communications, we learn to 
“sweeten the offer” in promotions and 
advertising. But is price really the most 
important driver to customer purchasing 
behavior?

No. Not always.

The truth is, customers don’t buy be-
cause of price alone. They buy because of 
many factors: They like the brand. They 
want to try the one they heard about on 
Facebook from their friends. They want 
the light-up bottle of vodka to show off. 
They need a specific set of functionality. 
They don’t want too much nor too little. 
They want it in orange. They may pre-
fer something else, but it isn’t available 
where they are now.

Yet, despite these other drivers to choice, 
which are part and parcel of the market-
ing mix explored by every decent intro to 
marketing course, when you have been 
working for a while in pricing, you get 
used to professional cohorts and clients 
saying “we have to have a lower the price 
on this, at least for this sale.”

Why?

Don’t they believe in their product? 
Don’t they believe that they packaged 
and promoted it right? Don’t they believe 
they are putting it in the right place at 
the right time – where and when a cus-
tomer needs it?

Yes, but: they want a lower price.

Fine. Try it. See if it works. (Evidence-
based learning usually helps organiza-
tions, and pricing professionals can rare-
ly pull-off a power play.)

And, does it work? Often, no. Lower 
prices don’t lead to higher sales volumes 
in many cases.

Why not? Because, price is not the only 
deciding factor in customer purchasing 
decisions.

In fact, as long as the price is somewhat 
right, price itself may never enter the 
purchase tradeoff decision itself. Some-
what right means it isn’t too low (where 
the customer purchases but the company 

makes no money) and it isn’t too high 
(where the customer starts to ask if it is 
worth it or if it can fit within their bud-
get), but somewhere between these two 
extremes.

From my studies in the physics, chemis-
try, and mathematics, I recognize this as 
a boundary problem. In boundary phys-
ics, all the action happens in the bound-
ary of the phase change between the two 
states.

The situation just described is just that. 
At one boundary, the price goes from 
being too high to being about right (no-
purchase to purchase upper boundary). 
At the other boundary, the price goes 
from being too low to being about right 
(unprofitable to profitable sales lower 
boundary).

If we have two boundaries, then the 
role of pricing is to learn where those 
boundaries are and encourage their 
cohorts to stay within the boundary 
guiderails. As long as the price is in the 
guiderails, variations in price won’t affect 
sales volume much.

Is this true? Yes. In study after study we 
have found products where price varia-
tions had no measurable effects on sales 
volumes. This was found in consumer 
and business markets, services and prod-
ucts, durable and consumable offerings. 
And these actual business findings are 
grounded in academic and theoretical 
studies of pricing and customer purchas-
es.

Realistically, prices look like that shown 
in the blue or orange curve in the graph 
on the following page. Econ 101 may 
use a smooth downward sloping curve 
as shown in grey, but Econ 101 doesn’t 
capture all the beauty of real life. It only 
provides a glimpse at overarching trends 
and does it at a simplified level appropri-
ate for 18-year olds.
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Figure 1In real life, prices above a certain point 
leads to few to no sales, prices below a 
certain point leads to as many sales as 
can be delivered. Between these two 
points, the sales transitions. That transi-
tion can be a stark shift, such as shown 
in the orange curve, or a smooth shift, 
such as that shown in the blue curve.

Stark price indifference can cover a wide 
range of prices. In consumer markets, 
I have seen price variations as large as a 
factor of 2 make no measurable differ-
ence in sales volumes, even over extend-
ed periods of times. In business markets, 
I have seen price differences up to 10% 
which again, had no measureable im-
pact on sales volumes, even over the long 
term.

Taking advantage of stark price indiffer-
ences is an easy means to improve value 
capture. Prices can go up, up to a point, 
and have no measurable effect on sales 
volumes. Customers still find value in 
the offering, still purchase, and still like 
the company that produces it. And that 
company enjoys a bit more profit on each 
sale that it can re-invest in creating the 
next customer pleasing market disrup-
tion.

Taking advantage of smooth price in-
differences is a bit more challenging. It 
requires carefully designing price promo-
tions and discounts to target specifically 
those customers lower in the price to vol-
ume curve, while leaving those custom-
ers higher in the price to volume curve 

unaffected. This is no easy task, but it 
can be done, at least partially.

As for the gray Econ 101 curve, I am 
sure something like it occurs at the in-
dustry level, at least some of the time. 
But I don’t make industry-level pricing 
decisions. I advise on individual firm-lev-
el pricing decisions. That is, the decisions 
normal people in business actually can 
make and impact.

So next time someone asks for a price 
discount or sales promotion, ask your-
self: What does my curve look like? 
Where are the boundaries of too high 
and too low? Is the transition stark or 
smooth? And, can I do something else 

that removes this issue from the pur-
chase decision itself? Then weigh in on 
the decision.

Nothing is as hard as learning that what 
you thought was true actually isn’t true, 
especially when people tell you it is right 
but they are wrong. But nothing is more 
destructive than doing what is wrong 
over and over again in hoping that the 
right thing happens in the end. Grow 
up. We aren’t in Econ 101 anymore. 
Make the phase transition to pricing 
within your boundary guiderails, prefer-
ably on the upper end of those guiderails. 
As long as you are in the guiderails, you 
may be able to remove price as a driver to 
customer purchase decisions.
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Taking advantage of stark price indifferences is an easy means to improve value capture.  Prices can go 
up, up to a point, and have no measurable effect on sales volumes.  Customers still find value in the 
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Taking advantage of smooth price indifferences is a bit more challenging.  It requires carefully designing 
price promotions and discounts to target specifically those customers lower in the price to volume 
curve, while leaving those customers higher in the price to volume curve unaffected.  This is no easy 
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So next time someone asks for a price discount or sales promotion, ask yourself: What does my curve 
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