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ABSTRACT 
 
Objective: The objective of the study is to learn how the customer’s willingness pay after a 

price increase differs given different product conditions. Specifically, how it differs between 

high and low involvement products and hedonic and utilitarian products. The objective is also 

to understand what value drivers it is that affect the customers willingness to pay after a price 

increase. 

Methodology approach: An online survey was distributed through social media. The 

research study was conducted using multiple linear regression and one-way ANOVA using 

data from 270 participants.  

Research limitation: The survey used in the study uses scales that have been revised. This 

means that other important value dimensions that were a part of the original scales have been 

neglected.    

Results/conclusion: No significant difference was found between the different product 

groups. The variables; product quality, service quality were both found to have a positive 

impact on the outcome variable customer’s willingness to pay after a price increase. The 

variable transaction cost had on the other hand a negative impact on the outcome variable.     

Future recommendations: The results of the study indicate that lowering the transaction cost 

can increase customer’s willingness to pay after a price increase. It also indicates that 

increasing the product quality and service quality can increase the customer’s willingness to 

pay after a price increase. Previous research has showed the significant profitability firms can 

make when they adapt to value-based pricing. Therefore, further studies to investigate the 

customer’s willingness to pay after a price increase may be of interest.  

Keywords: customer perceived value, willingness to pay, price increase, utilitarian and 

hedonic, value-based pricing, pricing strategy 
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SAMMANFATTNING 
 
Mål: Målet med studien är att förstå hur kundens villighet att betala efter en prisökning skiljer 

sig mellan olika produktgrupper. Speciellt, undersöker studien hur det skiljer sig mellan ”high 

involvement” och ”low involvement” produkter samt hedoniska och utilitarianska produkter. 

Målet är också att förstå vilka drivkrafter på kundens uppfattade värde det är som påverkar 

kundens villighet att betala efter en prisökning.   

Metodiskt tillvägagångsätt: En online enkät distribuerades genom sociala medier. Studien 

analyserades genom multipel linjär regression och en envägs-ANOVA med hjälp av data från 

270 deltagare. 

Begränsningar: De existerade mätskalorna som användes i enkäten har reviderats. Detta 

innebär att en del viktiga värde-dimensioner som var en del av de ursprungliga mätskalorna 

fick bortses.  

Resultat/slutsats: Ingen signifikant skillnad mellan de olika produktgrupperna kunde 

upptäckas. Variablerna produkt kvalité och service kvalité hade båda en positiv påverkan på 

utfallsvariabeln kundens villighet att betala efter en prisökning. Variabeln transaktionskostnad 

hade däremot negativ påverkan på utfallsvariabeln. 

Framtida rekommendationer: Resultatet av studien tyder på att kundens villighet att betala 

efter en prisökning kan ökas genom att höja produkt kvalitén och service kvalitén. Studien 

tyder också på att kundens villighet att betala efter en prisökning kan ökas med minskade 

transaktionskostnader för kunden. Då tidigare studier har visat kopplingen mellan värde 

baserad prissättningsstrategi och en ökad vinstmarginal är fortsatt forsking inom ämnet 

intressant.  

Keywords: uppfattat kundvärde, villighet att betala, prisökning, utilitarisk och hedonisk, 

värdebaserad prissättning, prissättningsstrategi 
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NOMENCLATURE 
 
WTP - Willingness to pay after a price increase 

PQ - Product quality 

SQ - Service quality 

TC - Transaction cost 

PP-plot – Probability-probability plot 

 
The term perceived product quality, perceived service quality and perceived transaction cost 

are sometimes referred to as simply product quality, service quality and transaction cost.  
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1 INTRODUCTION 
In this chapter the background and the problematization of the study is presented. The 

background about value-based pricing is presented with its benefits and challenges. The 

various theories about hedonic and utilitarian products along with products with different 

involvement levels are presented. Finally, the purpose of the research along with the research 

questions are presented. 

 

1.1 Background 
 
The business climate has changed dramatically in recent years as globalization and 

digitalization has made an impact on all industries. Customers are well-informed with the help 

of the internet where they can easily compare different firms to each other. They are 

knowledgeable about their products and can find best prices in a single click. These factors 

along with increased competition, has resulted in an escalation of price pressure. Firms are 

therefore looking into understanding what it is that customers value to better satisfy their 

customers and gain new ones (Woodruff, 1997; Butz & Goodstein, 1996; Financial times, 

2005, Hill & Brierley, 2017). This is where the pricing literature can help practitioners with 

their problems. The pricing literature studies the customers willingness to pay and how they 

trade-off between price (and other costs) and perceived benefits (Zeithaml, 1988). There are 

many different pricing approaches acknowledged in the literature, however there is a 

consensus that all of them boil down to three main approaches. These are cost-based pricing, 

competition-based pricing, and customer value-based pricing (Hinterhuber, 2008). The latter, 

which is often termed value-based pricing, has been crowned the best approach when it comes 

to profit maximization (Liozu & Hinterhuber, 2013; Monroe, 2002; Cannon and Morgan, 

1990; Docters et al. 2004). However, despite the advocacy for value-based pricing from 

academics, relatively few firms are applying this approach to their pricing strategies (Liozu, 

Boland, Hinterhuber & Perelli, 2015). According to a summary of all published research on 

alternative pricing approaches in practice between 1983-2006, competition-based pricing is 

the dominant approach (Hinterhuber, 2008). The difficulty with value-based pricing is that the 

data needed to use the approach is hard to identify, collect, interpret and use efficiently. The 

two other approaches; cost-based pricing and competition-based pricing, uses data that is 

available or that is relatively easy to acquire (Hinterhuber 2004; Hinterhuber, 2008). 
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1.2 Problem discussion 
 
The literature of value-based pricing is relatively unexplored and needs more attention 

(Estalami, Maxwell & Ingenbleek, 2007). The large number of firms that are not applying 

value-based pricing is an indication that there is not enough knowledge and guidance from the 

literature to the practitioners when it comes to this subject (Hinterhuber & Liozu, 2013). 

There have been some studies regarding the barriers and difficulties of implementing value-

based pricing. These kinds of studies have exclusively been done from the perspective of the 

firm (e.g. Töytäri, Keränen and Rajala, 2017, Hinterhuber 2008).   

To fully understand how the implementation of value-based pricing can be done successfully, 

we must understand what conditions that must be fulfilled from the customer’s point of view 

for value-based pricing to be a viable approach (Estalami, Maxwell & Ingenbleek, 2007; 

Woodruff, 1997).  In other words, what value dimensions is it that makes a customer purchase 

a product despite a price increase.  

 

Okada (2004, a) concludes from their study that consumers are willing to pay more in terms 

of time than money for hedonic goods, while consumers prefer to spend less time and more 

money on utilitarian goods. Hedonic products are typically associated with fun, pleasure and 

emotions, while utilitarian products are typically associated with functional and practical 

products. Contrary to Okada (2004, a), Wakefield and Inman (2003) suggested in their study, 

that consumers are less price sensitive when it comes to products and services that possess 

more hedonic qualities. The authors state that the reason for this has to do with the fact that 

hedonic products are considered as infrequent purchases and therefore consumers are willing 

to splurge when they make a hedonic purchase. Kahneman et al (1999) also stated that people 

are less sensitive to price ranges when it comes to hedonic products and more sensitive to 

price ranges when it comes to utilitarian products.  

Given these differing views on whether people are willing to spend more on hedonic or 

utilitarian products, we will investigate this in our study. Specifically, we will investigate 

whether people are willing to purchase a product after a price increase and how this effect 

may differ between utilitarian and hedonic products. 

 

In a field study, Okada (2004, b) showed that customers preferred a hedonic (cheesecake) 

dessert at a restaurant when they were presented with one dessert at a time. However, when 

the utilitarian (fruits) and the hedonic desserts were presented together, the customers chose 
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the utilitarian option. This effect had to do with the difficulty in justifying a hedonic option. 

As hedonic goods are more abstract and have to do with emotions and experiences rather than 

utility and function, they are harder to explain and thus grasp the value of it for consumers. 

For this reason, the hedonic goods are dismissed when presented together with the utilitarian 

option. The hedonic option was associated with guilt and choosing it was hard to justify for 

the customers. In our study we will test if the willingness to pay after a price increase is more 

prevalent in hedonic or utilitarian types of products. Considering the effect of having both 

options of utilitarian and hedonic product presented in the same time, each survey participant 

will only answer one case. 

 

There is a lack of research on the topic of high- and low involvement products. Specifically, 

there has not been any research done on the relationship between the product’s involvement 

level and the customer’s reaction to price increases. Although high-and low involvement 

consumers have been the topic of many consumer research papers (Ferreira & Coelho, 2015; 

Lockshin, Jarvis, D’Hauteville & Perrouty, 2006), not a lot of research has been done about 

high-and low involvement products. Meaning that the product in question should be regarded 

as either high or low involvement objectively and should not differ between consumers. It is 

worth to note that Erdem et al. (2002) did study the relation of brand credibility’s impact on 

price sensitivity and how it may vary across product categories of low and high involvement 

products. They concluded that the brand’s credibility impact on price sensitivity had the 

largest effect on the high involvement products of the research (PC and jeans). This research 

will focus on the customer’s willingness to pay after a price increase, and how this may vary 

between high and low involvement products.  

 

1.3 Aim and Objectives 
 
The aim of the research is to further enrich the literature of value-based pricing which needs 

attention. The aim is also to pave the way for future researchers who desire to study the 

subject. The aim is to help practitioners succeed with value-based pricing and it begins with 

learning what impacts the customer’s willingness to pay after a price increase.   

 

The objective of the study is to learn how the willingness to pay after a price increase differs 

given different product conditions. Specifically, how it differs between high- and low 

involvement products as well as hedonic and utilitarian products. The objective is also to 
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understand what value drivers that affect the customers willingness to pay after a price 

increase. 

1.4 Research limitations 
 

o This research tests only physical products in the survey experiment. This is done to 

narrow down the scope of the research.  

 

o Some value dimensions have been neglected due to removing certain items from the 

original scales. The intent of removing items from the original scales is to make the 

surveys less comprehensive and increase response rates.  

 

o The research stream of perceived value can be divided in uni-dimensional and multi-

dimensional approaches. This study uses multi-dimensional approach to perceived 

value. Although, this approach is less embraced in the literature compared to the more 

established uni-dimensional approach, this approach is richer and more complex. This 

is due to the acknowledgement that perceived value can contain more than just the 

utilitarian benefits (Sánchez-Fernández & Iniesta-Bonillo, 2006).   

1.5 Research questions 
 
The research questions, given the aim and objectives will be 

 

RQ1: How does customer perceived product quality, perceived service quality and perceived 

transaction cost impact the customers willingness to pay after a price increase? 

 

RQ2: How does different product conditions (high- vs. low involvement and hedonic vs. 

utilitarian) impact the customers willingness to pay after a price increase? 
 
 
 
 
 



 

11 

2 THEORETICAL FRAMEWORK 
In this chapter the theoretical framework for the study is presented. The chapter is divided 

into five sections: value-based pricing, willingness to pay after a price increase, value 

dimensions, product types and hypothesis development. The conceptual framework is 

presented along with the study’s hypothesis in the last section. 

 

2.1 Value-based pricing 
 
The goal of value-based pricing is to charge a customer according to what they are maximum 

willing to pay (Hinterhuber, 2008). The challenge with this pricing strategy is to figure out 

what that price is. Companies must first understand how the customer perceives value.   

 

Although the result of value-based pricing has led to satisfied customers, the main objective is 

to reach better profits by capturing more value. If a firm would simply sell their product to 

whatever price the customer chooses to pay, they would undersell the product or service. The 

reason for this is because the customer has an incentive to hold back the true price that they 

are willing to pay if they learn that the seller is flexible with the price (Nagle & Holden, 

2002). In addition, customers are typically conservative when it comes to innovative products. 

Particularly, radical innovative products (Heiskanen et al., 2007). So, they are not the best 

judges when it comes to valuing an innovative product or service. These are the problems that 

value-based pricing tackles. The strategy is to understand what the customer truly values and 

be able to communicate and educate the customer about their products and their value. 

 

To understand how to not negatively affect or to increase the customer’s willingness to pay 

after a price increase, we must learn what factors it is that influences willingness to pay. This 

will be addressed in chapter 2.3. But first, how do firms implement value-based pricing 

today? 

2.2 Price discrimination 
 
How do firms charge customers the maximum price that they are willing to pay? 

Although firms cannot know and charge the exact maximum amount that each individual 

consumer would be willing to pay, firms with market power do have the ability to extract 
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consumer surplus by charging different groups different prices. This is called price 

discrimination.  

Price discrimination occurs when a firm sells identical products or services (with identical 

costs) for different prices in different markets. Price discrimination is also present when the 

ratio of price to the marginal cost differs for the identical products or services.  

Price discrimination can only exist if the following conditions are fulfilled: 

1. The different markets in which the similar products are sold must be sealed off from 

each other. An example is when physicians charge patients with medical insurance 

higher than patients without medical insurance. In this case, the markets are clearly 

sealed off from each other as the patient either has insurance or has not. This means 

that there can be no leakage among the two markets.   

2. The demand curves in the different markets must have different elasticities at given 

prices. If this condition were not to be fulfilled, then it would not be in the firm’s best 

interest to practice price discrimination. The previous example of a physician charging 

an insured patient more than an uninsured patient can be used here again. Clearly the 

elasticities differ for the patient that has insurance and the patient that does not.  

The literature of managerial economics defines three degrees of price discrimination.  

1. First-degree price discrimination occurs when the seller knows where the buyer lies on 

the demand curve and can thus charge the maximum amount that the buyer is willing 

to pay. This degree of price discrimination is almost impossible in real life situations 

which is why it is more typical that the seller and buyer have a negotiation where the 

buyer will most likely try to hide the true amount that they are willing to pay in order 

to get a bargain.  

 

2. Second-degree price discrimination occurs when the seller charges different prices for 

different quantities. This degree of discrimination does occur more than first-degree 

discrimination, however it is not very common.  

 

3. Third-degree discrimination is the most common degree of price discrimination in real 

life situations. This degree of price discrimination occurs when the monopolist 

segregates the customers into different markets that charges differently. In this way, 

the customer gets to choose the market that suits them the best. Typically, market 
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segmentations are based on geography, age, gender, product use or income to name a 

few examples.  

Customers are different in the way they perceive value. The subjectivity of customer value 

makes it difficult to market to customers in an individualized way. With the market 

segmentation that occurs in third-degree price discrimination, new sub-markets are created 

that contain more homogenous customers as the segmentation occurs based on age, gender, 

location, lifestyle etc. 

2.3 Willingness to pay after a price increase 
 
Willingness to pay 

What factors that influence the consumer’s willingness to pay after a price increase are related 

to the non-price determinants of demand. Demand itself is defined as 

 

“Quantities of a good or service that people are ready to buy at various prices within some 

given time period, other factors besides price held constant” (Keat, Young & Erfle, 2014, p. 

65) 

 

In this definition the term “ready” implies that the customer are ready to purchase a product or 

service because they are willing to and because they are able to. This is directly related to the 

customer’s willingness to pay for a product after a price increase, as that has to do with both if 

the customer is willing to purchase the product and if the customer is able to make the 

purchase. The non-price determinants of demand are all the factors that impacts the demand 

for a product that is not due to the price itself. In this research we want to understand if an 

increase in the price will impact the customer’s willingness to pay and if so, how much. 

Therefore, we need to understand all the factors that can impact the customer. These are listed 

below. 

 

The non-price determinants of demand: 

- Tastes and preferences 

Each consumer’s personal taste and preference has an impact on their demand. These 

personal tastes and preferences are completely subjective and can change over time. 

They can also be affected by external factors such as marketing, promotions or word-

of-mouth.  



 

14 

- Income 

Economists believe that as people’s income rise, so does their demand for a product or 

service. In the same way, as people’s income fall, so will their demand for a product 

or service. The relationship is however not necessarily linear. A double income does 

not always translate into double demand.  

- Prices of related products 

For a given product, the consumer’s level of demand is impacted by the price of a 

substitute product or the price of a complement product (or service). If the price of a 

substitute to a product changes, then the expectation is that the demand for the product 

that is being substituted will change in the same direction as the change in the 

substitute product’s price. An example for a complement product is if the price of gas 

would increase, then the demand for cars would decrease. In the case of substitute 

products, if the price of Coca cola would increase, then the demand for Pepsi cola 

would increase.  

- Future expectations 

If a large enough group of consumers expect that the price of a product will fall in the 

future, then the demand for the product will decrease at the time. Consumers may for 

example hold off on making a purchase if a big sale such as Black Friday is coming 

up. In the same way, if a large enough group of consumers expect that the price of a 

product will increase in the future, then the demand for the product will increase at the 

time. Consumers may for example purchase limited editions products that will be sold 

later in an auction for a larger profit.  

- Number of buyers 

The number of consumers has an impact on the total demand. The more buyers there 

are in the market, the higher the demand will be regardless of prices. An example is 

how the housing market can experience an increase in demand, as there are an 

increased number of buyers in the market. 

(Keat, Young & Erfle, 2014, p. 67-68) 

 

Nagle and Holden describe fairness effect as one of the factors influencing the customers 

willingness to pay. If a customer perceives the price of a product to be fair, they are less price 

sensitive.  

Equity theory is about how individuals are motivated by fairness. The theory is derived from 

workplace literature where people compare their own situation to others around them. Adams 
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(1963) meant that people perceive fairness when there is an equal balance between the input 

and output ratio of their efforts compared to a reference group. For example, in the workplace 

this could mean that a person spends a lot of time and effort on a project, yet a coworker who 

performs less gets a bonus instead. Adam suggested that the higher a person’s perception of 

equity, the more motivated they would be and in the same way, if a person perceives an unjust 

situation, they would be demotivated. He meant that individuals seek to reach equity.  

Customer’s willingness to pay after a price increase has been connected to how satisfied the 

customer is (Mannheim, 2004; Homburg, Koschate & Hoyer, 2005). Bolton and Lemon 

(1999) found that customers seek to maintain financial equity. They also concluded that the 

more satisfied the customer, the higher their willingness to pay a after a price increase. 

 

Price increase effect on demand 

The law of demand states that there is an inverse relationship between price and the quantity 

demanded. For example, if the price for a product decreases, then according to the law of 

demand, the demand should increase for that product. In the same way, if the price for a 

product increases, then the demand for the product should decrease. It should be noted that 

some consumers do not always follow the law of demand for certain products. This is 

typically due to the consumers perceiving the product to have higher quality associated with 

higher prices (Keat, Young & Erfle, 2014, p. 65-66). Microeconomists have described Veblen 

goods and Giffen goods as two types of goods that violate the law of demand. Veblen goods 

are described as luxury goods that have an increased demand after a price increase due to the 

consumers associating the good with exclusivity and an increased status symbol (Leibenstein, 

1950). Giffen goods on the other hand, are described as inferior goods unlike the Veblen 

goods. The Giffen good has also an increased demand after a price increase. This has to do 

with low-income households not having any other substitutes for the Giffen good and thus 

having to adjust their budget by purchasing less of other products and spending more of their 

money on the Giffen good instead (Marshall, 2009). Many researchers in the field of 

microeconomy state that the Giffen good is much harder to identify and their existence is also 

debated (Manski, 2003; Battalio, Kagel & Kogut, 1991). 

2.4 Customer value and value dimensions 
 
The term customer value has many different definitions from different scholars. The concept 

of value itself appears in many different fields such as finance, economics, management, 

information systems, ethics, aesthetics, justice, social equity, and fairness etc. (Normann, 
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2001). When a term is used in different fields it can end up having a vague definition as each 

literature interprets it in their own way. Leszinski and Marn (1997) state that the term 

customer value is highly misused, particularly in the management literature. The areas of the 

definition that researchers are in general agreement about are:  

• Customer value is linked to the use of a product or service (Woodruff, 1997).  

• Customer value is perceived by customers and cannot be determined by sellers 

(Anderson and Narus, 1998; Zeithaml, 1988).  

• The perceived value is typically defined as a trade-off between a benefit for the 

customer (e.g. quality, utilities, worth) (Huber, Herrmann & Morgan, 2001) and 

what they give up for it (e.g. price, sacrifices) (Khalifa, 2004).   

 

Perceived value is a common term used when scholars define customer value. Zeithaml 

(1988) defines the term perceived value as “the consumer’s overall assessment of the utility of 

a product based on perceptions of what is received and what is given.” 

Perceived value have widely been connected to a receiving component (product, service or 

combination thereof) and a giving component (price, time, effort etc.) in the literature. In the 

past, the idea of customer perceived value has been mainly focused on product quality alone 

(Bums 1993; Woodruff, 1992; Grewal et. al 1998; Lischtenstein, Netemeyer and Burton, 

1990; Zeithaml, 1988). However, for companies to gain sustainable competitive advantage, 

the service aspect of the offering must be considered. This because the product quality can be 

emulated by competitors, while the service aspect is an intangible asset and thus harder to 

copy (Barney, 1991). Therefore, service factor has also come to play a role in customer 

perceived value. Grewal and Parasuraman summarizes the consensus in the literature 

regarding the key driver of customer perceived value to be service quality (Oh, 1999; Cronin, 

2000; Bolton & Drew, 1991), product quality and price (Gale 1994; Lai 1995) according to 

the marketing literature. Their model of the summary can be seen in figure 1.  
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Figure 1.  Key drivers of perceived value (Parasuraman & Grewal, 2000) 

 

Similarly, Lapierre (2000) identified product, service and relationship as the three key 

customer perceived value drivers. On the sacrifice aspect of the trade-off of perceived value, 

Lapierre (2000) identified price, time, effort, energy and conflict. The model for customer 

value drivers has been depicted in figure 2.  

 
Figure 2. Model of customer value (2 dimensions, 13 drivers) (Lapierre, 2000) 
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To summarize, previous research has showed that the higher value drivers product quality and 

service quality (perceived benefit), along with a lower price (perceived sacrifice) has a 

positive impact on the customer’s total perceived value (Parasuraman & Grewal, 2000). 

Previous research has also showed that higher perceived value leads to higher customer 

satisfaction (McDougall & Levesque, 2000). Higher customer satisfaction leads to higher 

willingness to pay after a price increase due to equity theory (Homburg, Koschate & Hayer, 

2005; Mannheim, 2004). This study will test the direct link between the value driver product 

quality, service quality and transaction cost on the outcome variable willingness to pay after a 

price increase. 

 

The summary of these theories and their connection to each other have been depicted in figure 

3 below. 

 

 

 
Figure 3. Connections between theories in the theoretical framework 

 

Customer value dimensions can be either objective or subjective. The subjective value 

dimensions are the ones that differ from customer to customer as it depends completely on the 

customer’s own perceptions. Subjective value dimensions have typically abstract and 

hedonic/psychic characteristics (Holbrook & Hirschman, 1982; Holbrook, 1999; Khalifa, 

2004). The customer’s prior expectations, personal preferences etc. can impact the value of 

the subjective value dimensions. The objective value dimensions are independent from the 

customer’s own perceptions. These value dimensions are the technical qualities such as the 

thread count for the fabric of the furniture, the process time of the coffee machine, the 

percentage of alcohol in the beer etc. Objective value dimensions have typically concrete and 

utilitarian characteristics (Holbrook & Hirschman, 1982; Holbrook, 1999; Khalifa, 2004).  
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2.5 Product types 
 

2.5.1 Hedonic and utilitarian products 
 
Hedonic and utilitarian shopping motivations 

Arnold and Reynolds (2003) developed a scale through a qualitative research method. They 

arrived at six categories of hedonic shopping motivations. These were adventure shopping, 

social shopping, gratification shopping, idea shopping, role shopping and value shopping. 

Adventure shopping is characterized by shopping for the purpose of excitement. It is 

associated with shoppers seeking stimulation through sights, smells and sounds. Social 

shopping is characterized by shopping as a social act. Consumers seek to bond with friends 

and family though the act of shopping. Gratification shopping is associated with shopping for 

the purpose of treating yourself. This could be due to relieving a negative mood or stress. Idea 

shopping refers to shopping for the purpose of keeping up with trends. Role shopping refers to 

the joy of shopping for other people such as gifts. Value shopping is characterized by 

shopping for the sake of finding discount and bargain hunting. Value shopping is seen as a 

game by the consumers, in which they win when they find a good deal. It is driven by 

competitiveness and excitement.  

Shopping can also be driven by utilitarian motivations. For example, Fischer and Arnold 

(1990) named Christmas shopping a highly utilitarian-oriented shopping. Utilitarian shopping 

motivation is defined as a goal-oriented, rational and critical task (Hirschman & Holbrook, 

1982; Batra & Ahtola, 1991).  

In a meta-analysis, Vieira, Santini and Araujo (2018) found that hedonic and utilitarian 

shopping motivations can exist simultaneously.  

 

Hedonic and utilitarian goods 

Khan, Wertenbroch and Dhar (2005) describe hedonic products as multisensory and that they 

provide experiences associated with pleasure, desire and excitement. Flowers, designer 

clothes, music, sports cars etc. are a few mentioned examples of hedonic products. 

The authors describe utilitarian products as primarily instrumental and that the purchasing 

motivations are driven by the product’s functional aspects. Microwaves, detergents, personal 

computers etc. are a few mentioned examples of utilitarian products. Voss, Sprangenberg and 

Grohmann (2003), also associate the hedonic products with consummatory affective 

gratification derived from sensory attributes, while utilitarian products are associated with 
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instrumental reasons deriving from functions performed by the product. Clement, Fabel, 

Schmidt-Stölting (2006) describe utilitarian goods to have more tangible, functional and 

objective attributes, while the hedonic goods have more multisensory, fantasy, experience and 

emotive aspects.  

Khan, Dhar and Wertenbroch (2005) state that different products be perceived to have higher 

or lower levels of hedonic and utilitarian attributes. A product could in other words have a 

combination of hedonic and utilitarian attributes.  

 

2.5.2 Low and high involvement products 
 

 
How are high and low involvement products defined? 

Mittal (1989) defines purchase decision involvement as “the extent of interest and concern 

that a consumer brings to bear upon a purchase-decision task”. What causes the consumer to 

be involved in the purchasing decision has been defined by Zaichkowsky (1986) as to be: 

1. Personal factors 

2. Object factors 

3. Situational factors 

 

Personal factors refer to a person’s needs, interests, values and importance. Object factors 

refer to the differentiation of alternatives. Situational factors refer to different occasions.  

 

What influences whether a product is considered high or low involvement (Zaichkowsky, 

1986): 

1. Personal importance 

2. Differentiation of alternatives 

 

Personal importance is associated with a person’s own needs, values and relevance. 

Differentiation of alternatives means that the alternative products are not perceived as 

substitutes and therefore the person is driven to compare and evaluate the alternatives 

differences.  

 

The involvement level of a product can be seen differently by different consumers. The 

literature refers to this as “low- or high involvement consumers”. The idea is that one 
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consumer may view a certain product as low involvement product while another consumer 

may view the same product as high involvement product. This research will define products 

as either high or low involvement products and assume that each subject will view the product 

in the predefined category of low or high involvement products. The products will be based 

on previous literature that has measured a groups collective perception of each product to 

belong to either high- and low involvement category.  

As high- or low involvement products are based on consumer’s own involvement level, it is 

relevant to view what the literature has to say about high- and low involvement consumers.  

 

Differences in the behavior of high- vs low involvement consumers 

Johnson and Eagly (1989) define involvement level as a motivational state. In their meta-

analysis they found that low-involvement subjects were more persuaded (to make a purchase) 

than high-involvement subjects. This is referred to as consumer’s using their “reptilian brain” 

during decision-making process in neuromarketing literature. The reptilian brain is related to 

survival and is classified by fast decision-making. In the same way, high-involvement 

subjects are related to the frontal lobe of the brain (Renvoisé & Morin, 2007). The frontal lobe 

is the part of the brain that decision-making takes place. The advertisement industry has tried 

to aim their marketing to the consumer’s reptile brain (Renvoisé & Morin, 2005). 

 

In their study, Hollebeek et al (2007) conclude that low involvement customers are more price 

sensitive as they do not consider any other factors than price during their purchasing process. 

The involvement level refers to how involved the customer is during the purchasing process. 

High involvement customers are also sensitive to price, however not as much as the low 

involvement customers. The high involvement customers considered more factors in their 

purchase such as the origin country of the product and whether the product was Fairtrade for 

example. 

 

2.5.3 The FCB grid 
 

The FCB grid is a marketing tool developed in 1980 by Foote, Cone and Belding and 

presented by Vaughn (Vaughn, 1980). The grid has one axis that spans from low involvement 

to high involvement products, while the other axis spans from think (utilitarian) products to 

feel (hedonic) products.  
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Figure 4. The FCB-grid (Vaughn, 1980) 

 

(1) High involvement/Thinking 

The decisions for the customer is characterized by utilitarian and rational thinking. 

The customer is also highly involved in the purchasing decision. A product example 

can be a refrigerator. 

(2) High involvement/Feeling 

The decisions for the customer is characterized by hedonic and affective driven. The 

customer is also highly involved in the purchasing decision. A product example can be 

dress clothing. 

(3) Low involvement/Thinking 

The decisions for the customer is characterized by utilitarian and rational thinking. 

The customer is not very involved in the purchasing decision. A product example can 

be a household cleaning product. 

(4) Low involvement/Feeling 

The decisions for the customer is characterized by hedonic and affective driven. The 

customer is not very involved in the purchasing decision. A product example can be 

beer (Ratchford, 1987).  
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The tool was developed to get an understanding of where in the grid a certain product is 

placed in the mind of the consumer. A few studies have tested individuals’ perceptions of 

given products and used an average score from all participants to get an objective placement 

of products in the grid in (Ratchford, 1987; Berger, 1986). This research will use products that 

are pre-defined in each quadrant by (Stephen, Bart & Sarvary, 2013).  

 

2.6 Hypothesis development 
 

The objective of the study is to understand what impact customer value dimensions have on 

customers’ willingness to pay after a price increase. We must learn what value drivers to use 

in the study and what we can already state about their relationship to customer’s willingness 

to pay after a price increase from the literature.  

From our theoretical framework chapter, we learned that customer’s willingness to pay after a 

price increase is connected to customer satisfaction, equity theory and customer value. The 

consensus in customer value literature is that the definition of perceived value is the 

difference between what the customer must give up (price, time, effort, sacrifices etc.) in 

order to receive a benefit (quality, utility, worth etc.). Grewal and Parasuraman concluded in 

their work the key drivers of customer perceived value are product quality, service quality and 

price. Based on these theories, the variables in the hypothesis will be product quality, service 

quality and transaction cost. The last has been changed from price to transaction cost in order 

to include other dimensions than just monetary dimension. As the literature states that the 

“giving component” of perceived value tradeoff can be anything from price, time or effort for 

example.  

In classic economic theory, a transaction is assumed to be executed without any additional 

cost. This is due to the assumption that information is symmetric between the seller and 

buyer. In later years it has been widely established that transaction can occur with asymmetric 

information between the buyer and the seller (Williamson, 1979). Dahlman (1979) further 

developed the definition of transaction cost by Coase (1960) as it was originally not 

applicable to mathematics as it was hard to operationalize. Dahlman (1979) defines 

transaction cost to be made up of search information cost, bargaining and decision cost, and 

policing and enforcement costs. He comments that all three are all subcategories of lack of 

information. The search and information cost, refers to the consumer having imperfect 
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information about the existence and location of trading opportunities or about the quality or 

other characteristics of the item etc. The bargaining and decision costs refers the resources 

spent to come to a mutually agreeable contract between the buyer and the seller. Policing and 

enforcement costs refers to the resources spent to ensure that the seller (and buyer) does not 

violate their part of the contract. The three subcategories of transaction cost have been 

operationalized in this study to measure the transaction cost. The items have been derived 

from Wu, Chen, Chen and Cheng as they used the categories of transaction cost as defined by 

Dahlman (1979). Besides the categories of search information cost, bargaining and decision 

cost and policing and enforcing cost, the authors also added shopping value and repurchase 

intention as categories to measure the transaction cost. Table 1 below displays the 

operationalization of each variable in the research. 

 

Table 1. 

Operationalization of the variable transaction cost 

Items to measure perceived 

transaction cost 

Categories of transaction 

cost 

Original source of the item 

I recognize it among competing stores Search information cost Keller & Lehmann (2006) 

Some characteristics of this store 

comes to my mind quickly 

Search information cost Keller & Lehmann (2006) 

I frequently hear positive feedback 

about this store 

Policing and enforcing cost Cheung et al. (2009) 

The effort that I must make to 

purchase from this store is low 

Shopping value Sirdeshmukh et al. (2002) 

I will lose special treatment if I 

switch to another store 

Bargaining and decision cost Chiou (2009) 

The probability that I will repurchase 

from this store again is high 

Repurchase intention Cronin et al. (2009) 

 

Bolton & Lemon (1999) stated that customers seek to maintain financial equity. This means 

that if they perceive to have less value for their money (or other types of cost from the 

customer) they will be less satisfied with the transaction, and therefore have a lower 
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willingness to pay after a price increase. In the same manner, if customers perceive to gain 

more value than what they paid for, they will become satisfied and thus have higher 

willingness to pay after a price increase. Based on this connection, the following hypothesis 

has been proposed: 

H1: The higher the customer’s perceived product quality, the higher the customers 

willingness to pay after a price increase. 

H2: The higher the customer’s perceived service quality, the higher the customers willingness 

to pay after a price increase. 

H3: The lower the customer’s perceived transaction cost, the higher the customers willingness 

to pay after a price increase.  

 
Figure 5. Conceptual framework of the study 
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3 METHODOLOGY 
In this chapter the methodological approach is presented for the study. The chapter is divided 

into five sections: type of survey and survey experiment, variables and measurement, data and 

sample, empirical model and data analyses, and procedure for obtaining valid and reliable 

data. 

 

3.1 Type of Survey and Survey Experiment 
 
The study will test customer’s willingness to pay after a price increase for four different types 

of physical products. Each product will represent one of four different product conditions. 

The aim is to understand if there are any differences between the four conditions and which 

value dimensions that affect the outcome variable in each case and if so how.  

The study will use a 2X2 factorial design. To be able to test the hypotheses we will need 

primary data from customers. The advantage of using primary data in the study is that the data 

would be more consistent with our research questions and objectives (Ghauri & Grönhaug, 

2010, p. 99). The study will use online surveys to collect the primary data. The aim of the data 

collection is to capture attitudes and not actual behavior. This makes survey an appropriate 

choice of data collecting method. In addition, surveys are an appropriate data collecting 

method for capturing cause-and-effect relationships, which is what this research is doing 

(Ghauri & Grönhaug, 2010, p. 118).  

The study will manipulate the involvement level (high- vs low involvement) and product type 

(hedonic vs utilitarian) in each survey. Subjects will be randomly assigned to one of the four 

conditions. The reason for manipulation is that the objective of the study was to test the 

differences between the four product conditions and their impact on the outcome variable. 

 
 

The questionnaire will ask the subjects about their previous purchase of the product. The 

reason for not asking about a specific brand of the product is that the study’s purpose is to 

capture the relationship between a customers’ own perceived value against their willingness 
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to pay after a price increase. The brand of the product is not relevant in that relation. An 

advantage to asking consumers about their previous purchases is that it will allow for a larger 

sample size as it would be more difficult to find people who have purchased a specific brand 

of the product. The survey items will be about the independent variables which are, product 

quality, service quality and transaction cost. In addition, subjects will be asked about their 

age, gender and education level which will be used as control variables in the study. The 

reason for asking the participants about their demographics is that the study can rule out other 

factors that might impact the outcome variable, other than the independent variables. The 

questionnaire includes questions about the participants age, gender and education level as 

these characteristics have been commonly used in the field of marketing to explain changes in 

the behaviors (Venkatesh et. al, 2003, Bigne et. al, 2005). Drolet, Williams and Lau-Gesk 

(2007) conducted a research that showed differences between age categories regarding their 

attitudes toward hedonic vs. utilitarian products. Their research concluded that elderly 

consumers (65 years and above) had the same attitudes regardless of the product category, 

while young adult consumers (18-25 years) preferred hedonic products. Yang and Lee (2010) 

examined the differences in gender when it came to the effect of hedonic and utilitarian value. 

They reported that the effect of hedonic value was greater among the female group, while the 

effect of utilitarian value was greater among the male group. 

 

The survey items will be derived from three different sources, one for each independent 

variable (Sweeney and Soutar, 2001; Parasuraman, Zeithaml and Berry, 1988). This will 

increase the validity and reliability of my own study and save time (Ghauri & Grönhaug, 

2010, p. 94).  

3.2 Variables and Measurement 
 
The dependent variable in this research will be the customer’s willingness to pay after a price 

increase. The independent variables in this research will be the perceived product quality, the 

perceived service quality and the perceived transaction cost. The control variables in this 

research will be the age, gender and education level. Product quality, service quality and 

transaction cost are all ordinal variables and will be measured with a five-point Likert scale. 

The age and education level are category variables and will be measured with categories as 

seen in table 2 and table 3 respectively. The gender is a nominal variable where 1 = female 

and 2 = male.  
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Table 2. 

Survey item to assess the participants’ age category 

Please select your age category 

Under 18 years 

18-24 years 

25-34 years 

35-44 years 

45-54 years 

55 and over 

 

Table 3. 

Survey item to assess the participants’ level of education 

What is your highest level of completed education? 

No education 

Junior High School (Högstadiet) 

Senior High School (Gymnasiet) 

Bachelor’s degree 

Master’s degree 

PhD or higher 

 

 

Demographic questions about the participants gender, age and education level will be asked in 

order to see if they have any effect on the dependent variable. 

The four chosen physical products that will be tested on the participants have been derived 

from Stephen, Bart and Sarvary (2013).  
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Figure 6. Product type and involvement level matrix (Stephen, Bart & Sarvary, 2013) 

 

In order to measure the outcome variable willingness to pay after a price increase for a certain 

product we will first ask questions about the independent variables which are; product quality, 

service quality, and transaction cost. The survey items for the product quality variable will be 

derived from the perceived value scale (PERVAL) by Sweeney and Soutar (2001). The scale 

consists of four value dimensions, these are emotional value, social value, functional value 

(price/value for money) and functional value (performance/quality). This scale was chosen 

because it: 

• focuses on the consumer’s perceived product quality rather than the manufacturers. 

• Product quality is treated as a multidimensional construct and uses a 

multidimensional-item scale rather than a single-item scale. 

• The scale has been tested and showed support for the hypothesized value dimensions, 

as well as the internal consistency of the measures of the scale. 

 

The items for the service quality variable will be derived from perceived service quality scale 

(SERVQUAL) by Parasuraman, Zeithaml and Berry (1988). The scale consists of five value 

dimensions, these are tangibles, reliability, responsiveness, assurance, and empathy. This 

scale was chosen because: 

• the scale was developed specifically to understand better what consumption values it 

is that drives purchase attitude and behavior, which coincides with our research. 
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• the scale has been tested in both pre-purchase and post-purchase situations and have 

been found to be reliable and valid in both cases.  

 

The items for the transaction cost variable will be derived from a scale developed by Wu, 

Chen, Chen and Cheng (2012). The scale consists of five value dimensions, these are search 

information cost, policing and enforcing cost, bargaining and decision cost, shopping value, 

and repurchase intention. This scale was chosen because the scale’s items had the internal 

reliability and validity of the items.  

3.3 Data and Sample 
 
To ensure that the outcome variable was not being caused by other variables than the chosen 

independent variables, three control variables were used in the study. These were the 

participants age, gender, and level of completed education. 

 

The criteria for the sampling were: 

1. Having enough data gathered from each survey group. The aim is to reach to 

minimum 70 people in each survey. The rule of thumb is to have at least 10 

respondents per variable (“Statisticsolutons”). In our case we had three independent 

variables and three control variables. Including the outcome variable, we would need 

at least 70 respondents for each of the four survey groups.  

2. Having an even demographic in all the survey groups. It is unrealistic to reach a 

perfect demographic, but it should not be 90% female respondents in one survey group 

for example. 

 

For this study a non-random sampling method has been chosen. It would be optimal if all the 

four survey groups had similar characteristics regarding the percentage of participants age, 

gender and level of completed education. However, having a random sampling strategy and 

accomplishing that goal was not possible. The solution to this was to reach out to the specific 

demographics that were needed in each survey. Having a non-random sampling method 

allows for the experimenter to target specific group of people that were needed to complement 

the survey groups for a more balanced, valid and reliable data. 

 

The distribution of the survey was done through several ways: 
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1. It was published in Facebook with the experimenter’s friends and family sharing the 

link for a snowball effect.  

2. It was emailed to the experimenter’s friends that belonged to another age category and 

different level of education, for the purpose of reaching to a broader demographic. The 

email was forwarded to their colleagues. 

 

The questionnaire will have a five-point Likert scale from “strongly agree” to “strongly 

disagree”. The Likert scale was chosen because we are measuring the attitudes of the 

consumers and not their direct behavior (Joshi, Kale, Chandel & Pal, 2015).  

3.4 Empirical Model and Data Analysis 
 
The study will use a multiple linear regression as the method for analysis of data. The 

following regression model will be used in this study. 

 
Figure 7. The formula for the analysis 

 

In figure 7, the subscript i indicates the invovlement level which is either high or low and the 

subscript j indicates the prodct type which is either hedonic or utilitarian.  

• WTP stands for the customer’s willingness to pay after a price increase. 

• α stands for the the intercept of the regression line. 

• β stands for the slope coefficient 

• PQ stands for the perceived product quality. 

• SQ stands for the perceived service quality. 

• TC stands for the perceived transaction cost. 

• Age, gender and education are the three control variables in the model. 

• ε stands for the error term of the model. 

The study will use cross-sectional data as the data is collected by observing many individuals 

at one period of time.  

3.4.1 Descriptive statistics 
 
The descriptive statistics will inform the mean and standard deviation value of all the 

independent variables and the dependent variable of the study. It gives an overview of the 

data before conducing any analyses.  
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The descriptive statistics will include all of the variables in the research which are, customer’s 

willingness to pay after a price increase, product quality, service quality, transaction cost, the 

interaction between product quality and service quality (abbreviated as PQ x SQ), age, gender 

and education level.  

The dependent variable willingness to pay after a price increase was measured as shown in 

table 4.  

 

Table 4 

Operationalization of the dependent variable “willingness to pay after a price increase” 

How much would you be willing to pay for the same product after a price increase, all other things 

remaining equal? 

1. I would not accept a higher price. 

2. I would accept a slightly higher price. 

3. I would accept a somewhat higher price. 

4. I would accept quite a higher price. 

5. I would accept a much higher price. 

 

 

The independent variables were all measured as “1 = Strongly agree”, “2 = Agree”, “3 = 

Neutral”, “4 = Disagree” and “5 = Strongly disagree”.  

 

The descriptive statistics is included to increase the understanding of the obtained data prior 

to analyzing it.  

Sample statistics will be included in the results to showcase the differences between the four 

product groups in the demographics. The goal is to reach a similar number of participants and 

to have an even distribution of demographics in all four product groups. This will make the 

comparisons more accurate.  

3.4.2 Internal Consistency and Reliability 
 
Prior to the multiple linear regression analysis, the internal consistency and reliability of the 

study will be tested. Construct validity is tested to understand to what extent that a 

measurement represents the construct it is measuring. In this study, product quality, service 

quality and transaction costs are all measured. To ensure that there is construct validity, the 

Cronbach’s alpha is checked. For confirmatory purposes a typical accepted value is 0.70. If 

the Cronbach’s alpha is below this value, there should be further tests to check which items 
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that might cause the Cronbach’s alpha to not reach 0.70 and hence making the measuring 

scale less valid.  The internal consistency will be tested in each product category and finally 

in an aggregated data form. The reason for this is that if an item does not fit in a one of the 

product groups but it does in the others, it would be inappropriate to only remove the item 

from only one product group. The intent of the study is to compare the four groups, so it was 

essential to have the same items in all four product groups. The aggregated data will be tested 

for its internal validity and reliability by checking the Inter-Item Correlation Matrix and the 

Corrected Item-Total correlation.  

The inter-item correlation and corrected-item total correlation is tested to check the reliability 

of the summated scale. This is especially important in cases where several items will be 

summarized to a total score for each variable. If an item causes the Cronbach’s alpha to reach 

a lower value, then it could be a sign that the item is not measuring the same construct as the 

rest of the scale. In other words, it should be removed from the scale to improve the total 

summated scale. 

3.4.3 Correlations Matrix 
 
The correlation between the dependent variable (willingness to pay after a price increase), all 

the independent variables (product quality, service quality and transaction cost) and control 

variables (age, gender and education) will be checked. The correlation will be checked to see 

how the variables in the study correlate the dependent variable. High correlation between an 

independent variable and the dependent variable indicates that the explanatory variable may 

affect the outcome variable in either a positive or negative way.  

3.4.4 Assumptions Testing 
 
An assumption for multiple linear regression is that the data obtained has homogeneity of 

variance. This means that the error terms should be similar across all values of independent 

variables. This will be checked by visually inspecting the probability-probability plot of 

standardized residuals as well as a scatterplot of the standardized residuals and the 

standardized predicted value. The PP-plot should have dots that follow the line closely. If the 

dots deviate too much from the line, then it would be an indication that the data is not 

homogeneous, and this would be problematic for the research. The scatterplots should have a 

rectangular shape and preferably not have any deviations of dots. A rule of thumb is that the 

dots should be between -3 and 3 on both the x- and y-axis for the data to be considered 

homoscedastic.  
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The homoscedasticity will be checked for each product group separately. This means that one 

scatter plot and PP-plot will be depicted for both designer clothing, furniture, beer and 

toothpaste separately.  

An assumption for multiple linear regression and causal relationship testing is to not have 

multicollinearity between the independent variables. Multicollinearity occurs when two or 

more explanatory variables are highly correlated. This would make it difficult to interpret the 

results as it is impossible to know which explanatory variables it is that causes the observed 

effect on the outcome variable. This assumption will therefore be tested by checking the 

correlations matrix between the independent variables. The independent variables product 

quality, service quality and transaction cost along with the control variables age, gender and 

education will be depicted in a correlation matrix. There is no consensus on the exact limits 

for the Pearson correlations. In theory, -1 implies perfect negative correlation and 1 implies a 

perfect positive correlation. For this research the following limits have been followed: 

 

Table 5. 

Pearson Correlations Limits used in this study 

 Positive Coefficient r Negative Coefficient r 

Strong correlation 1 to 0.8 -0.8 to -1 

Medium correlation 0.8 to 0.5 -0.5 to -0.8 

Weak correlation 0.5 to 0.3 -0.5 to -0.3 

No correlation 0.3 to 0 0 to -0.3 

 

 

In addition to a correlation table, the variation inflation factor (VIF) and the tolerance scores 

will be checked in the collinearity statistics table. According to Saunders (2016), VIF scores 

should be below 10 and tolerance level should be above 0.2. The multicollinearity tests will 

be done for all the four product groups separately.  

3.4.5 Multiple Linear Regression 
 
The analysis method to test the prediction of customer’s willingness to pay after a price 

increase based on product quality, service quality and transaction cost will be multiple linear 

regression. Multiple linear regression is typically used to describe the relationship between 

independent variables and a dependent variable. In our case we are performing a causality 
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analysis.  

The reason for choosing multiple linear regression as the analysis method is that we assume: 

• that there is a linear relationship between the independent variables and the dependent 

variable. 

• that the independent variables are not (too highly) correlated with each other. 

(multicollinearity) 

• residuals are normally distributed (homoscedasticity) 

 

In the first model the independent variables product quality, service quality and transaction 

cost will be included in the regression. In the second model the control variables age, gender 

and education level will be included together with the independent variables to see if the 

control variables are influencing the outcome variable. Product and service dimensions have 

been put together in the literature of customer value many times as a factor for customer 

satisfaction. The effect of having satisfied the customer in both dimensions simultaneously 

might be greater than the effect of receiving one value dimension at the time. For this reason, 

the interaction of product quality and service quality (PQ x SQ) will be added in the third 

model along with the independent variables. In the final model, all variables previously 

mentioned variables were included in the regression. The models have been summarized in 

table 6 below.  

 

Table 6. 

Models for the Multiple Linear Regression Analysis 

 Model I Model II Model III Model IV 

Product quality X X X X 

Service quality X X X X 

Transaction cost X X X X 

PQ x SQ   X X 

Age   X  X 

Gender  X  X 

Education level  X  X 

Note. PQ x SQ = The interaction variable between product quality and service quality. 

 

The multiple linear regression will be conducted with aggregated data from all four product 

groups. The objective of the first research question is to understand how product quality, 
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service quality and transaction cost impacts the customer’s willingness pay after a price 

increase, regardless if the product is hedonic, utilitarian, low- or high involvement. The data 

will therefore not be analyzed for one product group at the time for the first research question.  

Besides the unstandardized beta values, the coefficient of determination, denoted R2 value, 

will also be observed from the multiple linear regression output. The R2 value explains the 

proportion of variance for the dependent variable that can be explained by the independent 

variable(s) in the model. Although there is no standard acceptable level of R2 stated in the 

literature, Hair et al (2013) suggested 0.75 to be a substantial level of R2, 0.50 to be a 

moderate level of R2 and 0.25 to be a weak level of R2. 

3.4.6 One-Way ANOVA 
 
Analysis of variance (ANOVA) will be used to understand if the willingness to pay after a 

price increase differs among the different product groups in the study. Specifically, one-way 

ANOVA will be used as there is only one factor in the test (Brereton, 2019). If the F-test in 

the ANOVA table shows significant values, where α < 0.05 the null hypotheses of the test 

will fail to be rejected. The results of the ANOVA test only tell us if there is a significant 

difference among the groups. To learn what specific groups differ and how, we will perform a 

post hoc-test. As the number of respondents differ between the four product groups, the 

Scheffe post hoc test will be conducted in this study. However, if the F-test in the ANOVA 

table is insignificant, then there is no use in conducting a post hoc test.  

A homogeneity of variance test will also be conducted. Specifically, the Levene’s statistic in 

the homogeneity of variance table will be checked to test the null hypothesis that the variance 

is equal across all groups. A p-value less than 0.05 would indicate that the assumption is 

violated.  

3.5 Procedure for Obtaining Valid and Reliable Data 
 
The responses from the participants in the questionnaire will be affected by many different 

factors. The aim will be to minimize the likelihood of these factors by:   

• having clear and concise questions for the test, to avoid misunderstandings  

• keeping the tests as short as possible to not make the participants rush the test at 

the end  

• Avoiding putting the participants in time pressure by allowing them to answer the 

questions on their own time wherever they want to 
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• using a balanced scale to measure the construct of willingness to pay after a price 

increase 

• using valid and reliable existing measurement scales 

   

Having a correlation between two variables also does not tell us anything about their 

direction, so we cannot know which variable the “cause” and which variable is the “effect” 

(Ghauri & Grönhaug, 2010, p. 83). For this reason, we will also include the participants 

occupation, gender, and age as variables in the test. 

To fully prove that there is a causal relationship between certain value dimensions and a 

consumer’s willingness to pay after a price increase, the results of the tests must be 

statistically significant (Ghauri & Grönhaug, 2010, p. 83). This calls for a large enough 

sample size in the tests. 

The construct validity, which is the internal consistency of the study, will be tested with 

Cronbach’s Alpha. The aim is that the alpha coefficient is more than 0.7. 

Multicollinearity will be tested with a correlation matrix and by checking the collinearity 

statistics. Our goal is to not have too high correlation between the variables “product quality”, 

“service quality” and “transaction costs”. The collinearity statistics will include VIF and 

tolerance scores. The goal is to have VIF scores above 0.2 and tolerance scores below 10. 

The heteroscedasticity will be checked by using a visual plotting of the residual histogram. 

This is necessary as we assume a homogeneous variance in multiple regression.  
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4 RESULTS 
In this chapter the results are presented. The chapter is divided into four sections: descriptive 

statistics, assumptions testing, model findings and differences of willingness to pay after a 

price increase between the groups. The descriptive statistics will include internal consistency 

tests and sample statistics. The model findings will include hypothesis testing.  

 

Before conducting any analyses, it can be helpful to look at the descriptive statistics and 

sample statistics of the obtained data. This will be done to get an overview of the data.  

4.1 Descriptive Statistics 
 
The descriptive statistics table will be created for each product in the research, as well as one 

table that displays the data for all four products in an aggregated form. This will allow for a 

comparison between the data of each product group, and an overview of the total data.  

 

The descriptive statistics will include the dependent variable willingness to pay after a price 

increase, and all the independent variables in the research, not including the control variables. 

The independent variable in the research are product quality, service quality and transaction 

cost. The dependent variable, willingness to pay after a price increase, was measured as  

 

”1 = I would not accept a higher price”,  

”2 = I would accept a slightly higher price”,  

”3 = I would accept a somewhat higher price”,  

”4 = I would accept quite a higher price” and  

“5 = I would accept a much higher price”.  

 

This means that the 1 is the lowest score and 5 is the highest. 

The independent variables were all measured as “1 = Strongly agree”, “2 = Agree”, “3 = 

Neutral”, “4 = Disagree” and “5 = Strongly disagree”. In this case, the value of 1 would 

indicate the highest score for the perceived value.   

 

Table 7 displays the descriptive statistics for all four product groups together which gives us 

the total sample of 270 people.  

 



 

39 

 

Table 7. 

Descriptive statistics of aggregated data from all four product groups 

Variable N Minimum Maximum Mean Std. Deviation 

Willingness to pay 

after a price increase 

270 1.0 5.0 1.9 0.9 

Product quality 270 1.6 5.0 3.7 0.7 

Service quality 270 2.5 5.0 3.7 0.5 

Transaction cost 270 1.0 4.2 2.3 0.6 

Notes. N = number of participants 

 

The customer’s willingness to pay after a price increase is 1.9. The value of “1” for the 

outcome variable willingness to pay after a price increase indicates that the customer would 

not accept a price increase. 

The study hypothesizes that the higher the perceived product quality, the higher the 

customer’s willingness to pay after a price increase. The mean value of product quality in 

table 7 is 3.7 from a scale between 1-5 where “1” can be interpreted as perceiving the product 

quality to be exceptional and 5 can be interpreted as perceiving the product quality to be 

unacceptable. The average score of 3.7 is in other words closer to the “unsatisfied” end of the 

scale. These statistics are interesting as they go with the research’s first hypothesis as we 

would expect a low mean score of the outcome variable given the mean score of 3.7 for the 

product quality variable.  

 

The study hypothesizes that the higher the perceived service quality the higher the customer’s 

willingness to pay after a price increase. The mean of service quality in table 7 is 3.7. Once 

again, the average score of 3.7 is closer to the “unsatisfied” end of the scale. These statistics 

go with the research’s second hypothesis as we would expect low mean score of the outcome 

variable given the mean score of 3.7 for the service quality variable. 

 

The study hypothesizes that the lower the perceived transaction cost the higher the customer’s 

willingness to pay after a price increase. The mean value of transaction cost in table 7 is 2.3. 

In the case of the transaction cost variable, a response of “1” from a participant would reflect 

a low value of transaction cost. These statistics go against the third hypothesis of the research 

as we would expect a high mean score of the outcome variable given the mean score of 2.3 for 

the transaction cost variable. 
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The standard deviation for all the variables is relatively small, which indicates that the 

obtained data is normally distributed. This is a strength for the research as interpreting the 

variables will become more accurate.  

 

Next up, each product group’s descriptive statistics table will be viewed individually to learn 

any interesting differences between the four groups. In table 8, the descriptive statistics of 

toothpaste is presented.  
 

Table 8 

Descriptive statistics of the product group toothpaste 

Variable N Minimum Maximum Mean Std. Deviation 

Willingness to pay 

after a price increase 

72 1.0 3.0 1.9 0.7 

Product quality 72 2.6 5.0 3.7 0.5 

Service quality 72 2.5 4.8 3.6 0.5 

Transaction cost 72 1.0 3.6 2.0 0.7 

Notes. N = number of participants 

 

Toothpaste represents the low involvement and utilitarian product group in this research. Like 

the results of the descriptive statistics of the aggregated data, product quality and service 

quality had mean scores that were closer to the “unsatisfied” end of the scale. Transaction cost 

with the mean score of 2.0 is closer to the “satisfied” end of the scale once again.  

 

The willingness to pay after a price increase is on average at 1.9 which means that on average 

customers would accept a very small price increase. These results are interesting as they go 

with the first and the second hypothesis of the research. For the means score of 2.0 for 

transaction cost we would expect a higher mean score for the outcome variable. The results 

are therefore going against the third hypothesis of the research.  

 

As with the aggregated data in table 7, the descriptive statistics for toothpaste showed 

relatively small standard deviation for all the variables, which indicates that the obtained data 

is normally distributed. This is a strength for the research as interpreting the variables will 



 

41 

become more accurate. 

 

Another interesting point is that for the product group toothpaste, the maximum value that the 

participants chose for their willingness to pay after a price increase was “3”. Keeping in mind 

that the scale was 1-5 where “1” indicates “I would not accept a higher price” and “5” 

indicating “I would accept a much higher price ". This is interesting as the product group 

toothpaste is relatively cheap compared to the three other product groups in this research 

which are beer, furniture and designer clothing. Even toothpaste brands that charge premium 

prices are still less expensive than the other product groups. Despite this, the customers would 

not be willing to pay after a much higher price increase. In order to understand if this could 

have anything to do with the characteristics of the product which is that it is utilitarian and 

low involvement, we will first look at the descriptive statistics of the three other product 

groups.  

 

Next, the descriptive statistics of the product group designer clothing will be viewed.  

 

Table 9 

Descriptive statistics of the product group designer clothing 

Variable N Minimum Maximum Mean Std. Deviation 

Willingness to pay 

after a price increase 

74 1.0 4.0 1.9 0.9 

Product quality 74 2.8 5.0 3.9 0.5 

Service quality 74 3.0 5.0 3.9 0.6 

Transaction cost 74 1.3 3.5 2.4 0.6 

Notes. N = number of participants 

 

Designer clothing represents the high involvement and hedonic product group in this research. 

Table 9 shows the descriptive statistics of designer clothing. Like the results of the descriptive 

statistics of the aggregated data, product quality and service quality had mean scores that were 

closer to the “unsatisfied” end of the scale. While transaction cost with the mean score of 2.4 

is closer to the “satisfied” end of the scale once again. 

 

The willingness to pay after a price increase is on average at 1.9 which means that on average 

customers would accept a very small price increase. These results are interesting as they go 
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with the first and the second hypothesis of the research. For the means score of 2.4 for 

transaction cost we would expect a higher mean score for the outcome variable. The results 

are therefore going against the third hypothesis of the research.  

 

As with the aggregated data in table 7 and toothpaste data in table 8, the descriptive statistics 

for designer clothing showed relatively small standard deviation for all the variables, which 

indicates that the obtained data is normally distributed. This is a strength for the research as 

interpreting the variables will become more accurate. 

 

An interesting point is that the participants of the survey for designer clothing had at most 

responded with “I would accept quite a higher price” which is represented by number 4.  

Compared to the results from the toothpaste surveys where participants had at most responded 

with “I would accept a somewhat higher price” which is represented by number 3, we can tell 

that people are more willing to pay after a price increase for a designer clothing product rather 

than for a toothpaste product. The designer clothing product is characterized in this research 

by being a hedonic and high involvement product. In other words, there are no common 

characteristics between designer clothing and toothpaste which is why it is hard to determine 

what it is that causes people to be willing to pay after a higher price increase for designer 

clothing than for toothpaste. To further understand this outcome, we will check the 

descriptive statistics of the other remaining product groups of the research.   

 

Table 10 below will showcase the descriptive statistics of the product group beer.  
 

Table 10 

Descriptive statistics of the product group beer 

Variable N Minimum Maximum Mean Std. Deviation 

Willingness to pay 

after a price increase 

57 1.0 5.0 1.9 1.0 

Product quality 57 1.8 5.0 3.6 0.7 

Service quality 57 2.8 4.8 3.7 0.5 

Transaction cost 57 1.0 3.8 2.3 0.6 

Notes. N = number of participants 

 

Beer represents the low involvement and hedonic product group in this research. Much like 

all the previous descriptive statistics tables, we can see that the product quality and service 
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quality had mean scores that were closer to the “unsatisfied” end of the scale. While 

transaction cost with the mean score of 2.3 is closer to the “satisfied” end of the scale. 

 

These results are interesting as they go with the first and the second hypothesis of the 

research. For the means score of 2.3 for transaction cost we would expect a higher mean score 

for the outcome variable. The results are therefore going against the third hypothesis of the 

research.  

 

The mean score of willingness to pay after a price increase is at 1.9 which means that on 

average customers would accept a very small price increase. Once again, these results are 

interesting as they go with the first and the second hypothesis of the research. For the means 

score of 2.3 for transaction cost we would expect a higher mean score for the outcome 

variable. The results are therefore going against the third hypothesis of the research.  

 

As with the aggregated data in table 7, toothpaste data in table 8, and designer clothing data in 

table 9, the descriptive statistics for beer showed relatively small standard deviation for all the 

variables, which indicates that the obtained data is normally distributed. This is a strength for 

the research as interpreting the variables will become more accurate. 

 

It is interesting to compare the product group beer with the product group toothpaste as they 

both share the characteristic of being defined as a low involvement product. Yet the 

maximum score for willingness to pay after a price increase was only found for the beer 

product and not the toothpaste product. The defined difference between these two products is 

that toothpaste has a utilitarian characteristic while beer has hedonic. This indicates that 

people are more willing to pay after a price increase for hedonic products rather than 

utilitarian products. However, simply looking at the descriptive statistics cannot answer our 

research question. Further analysis will be done later on to test this in a statistically significant 

manner.  

 

Lastly, the descriptive statistics of the product group furniture will be checked.  
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Table 11 

Descriptive statistics of the product group furniture 

Variable N Minimum Maximum Mean Std. Deviation 

Willingness to pay 

after a price increase 

67 1.0 4.0 1.8 0.9 

Product quality 67 1.6 5.0 3.6 0.8 

Service quality 67 2.5 5.0 3.7 0.6 

Transaction cost 67 1.0 4.2 2.3 0.7 

Notes. N = number of participants 

 

Furniture represent the high involvement and utilitarian product group in this research. In 

table 11 we can see that the product quality and service quality had mean scores that were 

closer to the “unsatisfied” end of the scale. While transaction cost with the mean score of 2.3 

is closer to the “satisfied” end of the scale. 

 

The mean score of willingness to pay after a price increase is at 1.8 which means that on 

average customers would accept a very small price increase. Much like the descriptive 

statistics of the other product groups, these results are interesting as they go with the first and 

the second hypothesis of the research given the “unsatisfied” scores for the product quality 

and the service quality. For the means score of 2.3 for transaction cost we would expect a 

higher mean score for the outcome variable. The results are therefore going against the third 

hypothesis of the research.  

 

The maximum value that the participants gave the outcome variable willingness to pay after a 

price increase was “4” which is represented by “I would accept quite a higher price". This is 

the same amount that was found for the product group designer clothing. 

Compared to the results from the toothpaste surveys where participants had at most responded 

with “I would accept a somewhat higher price” which is represented by number 3, we can tell 

that people are more willing to pay after a price increase for a furniture product rather than for 

a toothpaste product. 

 

After looking at all of the descriptive statistics for each product group, it is interesting that the 

maximum score for willingness to pay after a price increase was the found for the hedonic and 

low involvement product. This could mean that people are more willing to pay after a price 
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increase for low involvement products than high involvement products.  Once again, simply 

looking at the descriptive statistics cannot answer our research question. Further analysis will 

be done later on to test this in a statistically significant manner. 

 

The statistics of the sample can be found in appendix under table 12. The sample statistics 

showed that the demographic distribution was even for all four product groups. This is a 

strength for the research as it would mean that any differences, we find between the four 

product groups is not due to the sample.  

 

Before conducting any analyses, we will first look at the internal consistency and reliability of 

the obtained data in the next section. If there are any inconsistencies or reliability issues that 

may come up, we can fix these before we conduct the analyses to answer the research 

questions.  
 

4.2 Internal Consistency and Reliability 
 
The survey includes items about product quality, service quality and transaction cost. The 

goal is to have all the items measure the intended construct. The original measurement scales 

for product quality, service quality and transaction cost resulted in a survey with a total of 62 

items. Some items that were deemed repetitive were removed from the survey to avoid drop-

outs and make the survey less comprehensive. This may have caused validity and reliability 

issues in the measurement scales. For that reason, we will check the Cronbach’s alpha for 

each measurement scale. The Cronbach’s alpha tells us if the internal consistency is at an 

acceptable level or not. A rule of thumb is to have at least a Cronbach’s alpha of 0.70.  

 

The results of the Cronbach’s alpha (see table 13 in Appendix B) indicates that the service 

quality scale and the transaction cost scale do not have an acceptable level of internal 

consistency and reliability. This can be seen, as the Cronbach’s alpha for the aggregated data 

shows that service quality and transaction cost do not fulfill the minimum requirement of α = 

0.70. 

Now that we have learned that the service quality scale and transaction cost scale have 

inconsistencies, we will look at the inter-item correlation matrix to find out which items it is 

that do not measure the intended construct. Another objective with looking at the inter-item 

correlation matrix is to ensure that items from different constructs do not correlate too highly 
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with each other. For example, an item from product quality scale correlating highly with an 

item in transaction cost scale, may be an indication that they are measuring the same 

construct, which is a problem.  

 

The results of the inter-item correlation can be found in Appendix B under table 14. In the 

inter-item correlation matrix, we found that the items TC5 and SQ5 had negative and 

respectively low correlations with the items in their respective measurement scales. We want 

the items to have positive (and preferably high) correlations within their scales, so a negative 

or very low correlation is an indication that the items SQ5 and TC5 do not belong in their 

respective scales.  

To see if the Cronbach’s alpha gets improved by removing these (or any other) items from 

their scales, we will look at the Corrected Item-Total correlation tables for the product quality 

scale, service quality scale and transaction cost scale which can be found in Appendix B 

under table 15, table 16 and table 17 respectively.  

In table 16 in Appendix B we can see that by removing SQ5 from the service quality scale, 

the Cronbach’s alpha will increase from 0.634 to 0.667. We can also see in table 17 that by 

removing TC5 from the transaction cost scale, the Cronbach’s alpha will increase from 0.609 

to 0.681. Although the improved Cronbach alphas are still below 0.70, the internal 

consistency of the model has still been improved by removing the items SQ5 and TC5. The 

updated and final Cronbach’s alpha results can be found under table 18 below. 

 

Table 18 

Cronbach’s alpha after removing items SQ5 and TC5 

 Product quality scale Service quality scale Transaction cost scale 

Toothpaste .619 .519 .780 

Furniture .875 .782 .691 

Beer .717 .636 .665 

Designer clothing .637 .683 .506 

Aggregated data .751 .667 .681 

Note. The table shows the Cronbach’s alpha for each measurement scale. It displays the Cronbach’s 
alpha from each product group and one that aggregates the data together.  
 
In the next section we will check the correlations between the variables in the study.  

4.3 Correlations Testing 
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The Pearson correlations Coefficient was conducted to test the relationship between the 

independent variables; product quality, service quality and transaction cost and the dependent 

variable customer’s willingness to pay after a price increase. The control variables age, gender 

and education were also tested to check their relationship with the dependent variable. The 

Pearson correlations Coefficient was tested for both aggregated data from all four product 

groups and for each product group alone to learn if there are any interesting differences 

between the four product groups.  

 

In the Correlations matrix using the aggregated data of all four product groups (appendix) the 

correlation coefficient for “product quality”, “service quality” and “transaction cost” (0.212, 

0.163 and -0.183 respectively) are significant at 0.01 level. This means that the outcome 

variable “customer’s willingness to pay after a price increase” has a significant relationship 

with the independent variables. This is interesting as the objective of the research is to learn if 

and how the independent variables product quality, service quality and transaction cost 

impacts the customer’s willingness to pay after a price increase. The weak Pearson correlation 

coefficients could mean that the independent variables cannot predict the outcome variable 

accurately. Although, a correlation test alone will not explain the impact of the independent 

variables on the dependent variable, it does mean that there is a chance for a causal 

relationship between the independent variables and the dependent variable. This is because, 

having a causal relation requires correlation. To test causality in a significant manner, we will 

perform further analyses in the research.  

 

In table 19 in appendix, the correlation between the dependent variable and the control 

variables “age”, “gender” and “education level” were all insignificant. There is insufficient 

evidence to conclude there is a significant linear relationship between the control variables 

and the outcome variable. This makes it impossible for us to draw any conclusions regarding 

the control variables impact on the outcome variable “customer’s willingness to pay after a 

price increase”. Some of the independent variables showed significant correlations with each 

other. Although the Pearson correlations coefficient are not very high, a multicollinearity test 

is necessary to establish that the independent variables do not impact each other on a 

significant level. 
 

In the Pearson Correlations test for the product group toothpaste, the correlation coefficient 

for the independent variable “transaction cost” (-0.258) was significant at 0.05 level. This is 
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interesting as the negative correlation between transaction cost and the outcome variable goes 

with the third hypothesis of the research which stated, “the lower the perceived transaction 

cost, the higher the customer’s willingness to pay after a price increase”. Transaction cost 

showed a weak negative correlation with service quality on a significant level. Although the 

Pearson correlations coefficient is not very high, further tests will be done to ensure that there 

is no multicollinearity in the obtained data. This will be done section 4.4.2 under assumptions 

testing. 

In the Pearson Correlations test for the product group designer clothing, beer and furniture, 

the correlation coefficient for the independent variable “product quality” (0.256, 0.300 and 

0.364 respectively) were significant at 0.05 level except for the product quality of the product 

group furniture which was significant at 0.01 level. This is interesting as the positive 

correlation between product quality and the outcome variable goes with the first hypothesis of 

the research which stated, “the higher the perceived product quality, the higher the customer’s 

willingness to pay after a price increase”. Some of the variables in each correlations table 

(table 20-23) showed significant correlations between each other which should be concerning 

for the interpretation of the data. However, none of these correlations were too high (a 

Pearson correlation coefficient between 0.8 to 1 or -0.8 to -1). In the next section, the 

multicollinearity of the data will be tested to ensure that the independent variables do not 

impact each other on a significant level. 

4.4 Assumptions Testing 
 

4.4.1 Homoskedasticity 
 
Homoskedasticity is an assumption for multiple linear regression which is the choice of 

analysis in this research to answer the first research question. Heteroskedasticity, which is the 

opposite of homoskedasticity, tends to occur especially in cross-sectional data. As we are 

dealing with cross-sectional data in our research, it is important to ensure that the error terms 

are constant for the entire dataset.   

The results of the homoscedasticity tests can be found under Appendix D. The obtained data 

appears to have homogeneity of variance which is a strength in the research. This means that 

the results can be trusted, and the coefficient estimates will be unbiased. 

Further analysis details can be found in figure 8-15 under Appendix D.  

4.4.2 Multicollinearity 
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In order to test the relationship between the independent variables and the dependent variable, 

we have to ensure that the independent variables do not have an impact on each other. In that 

case, it would be impossible to tell which independent variable it is that causes an outcome on 

the dependent variable as the independent variables would affect each other simultaneously. 

To test multicollinearity in this research, the Pearson correlation between the independent 

variables, including the control variables; age, gender and education will be tested to ensure 

that there are no strong correlations on a significant level between the predictor variables. In 

addition to checking the Pearson correlations coefficient, the collinearity statistics will be 

checked. The collinearity statistics will include the variance inflation factor (VIF) and 

tolerance scores which can indicate if there is any multicollinearity in the data.   

The results of the correlation matrices and collinearity statistics show that there is no sign of 

multicollinearity in the obtained data for neither of the four product groups. The tables (table 

24-31) can be found under Appendix D along with the further details of the analysis.  

4.5 Model findings 
 

4.5.1 Model I 
 
Table 32 displays the aggregated data from 270 participants. A significant regression equation 

was found for Model I. (F(3, 266) = 5.844, p < 0.001 ) with an R2 of 0.062. This means that 

6.2 % of the variance of the outcome variable was due to the independent 

variables. According to Hair et al (2013), this is a low level of R2. However, as the F-test 

provided statistically significant equation the conclusion is that the dependent variables do 

have an impact on the outcome variable. As seen in table 32 under model I, product quality 

and service quality had positive impact on the outcome variable, while transaction cost has a 

negative impact on the outcome variable willingness to pay after a price increase. It should be 

noted that only product quality showed unstandardized beta values with statistically 

significant values. Participants’ predicted willingness to pay after a price increase is equal to 

1.005 + 0.193 (Product quality) + 0.118 (service quality) – 0.135 (transaction cost). 

4.5.2 Model II 
 
A significant regression equation was found for Model II. (F(6, 263) = 3.542, p < 0.002) with 

an R2 of 0.075. This means that 7.5% of the variance of the outcome variable was due to the 

independent variables. According to Hair et al (2013), this is a low level of R2. However, as 

the F-test provided statistically significant equation the conclusion is that the dependent 
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variables do have an impact on the outcome variable. As seen in table 32 under model II, 

product quality and service quality had positive impact on the outcome variable, while 

transaction cost had a negative impact on the outcome variable willingness to pay after a price 

increase. The control variables age, gender and education all had a positive impact on the 

outcome variable. It should be noted that only product quality showed unstandardized beta 

values with statistically significant values. Participants’ predicted willingness to pay after a 

price increase is equal to 0.642 + 0.188 (product quality) + 0.135 (service quality) – 0.145 

(transaction cost) + 0.004 (age) + 0.196 (gender) + 0.008 (education level). 

4.5.3 Model III 
 
A significant regression equation was found for Model III. (F(4, 265) = 4.378, p < 0.002) with 

an R2 of 0.062. This means that 6.2% of the variance of the outcome variable was due to the 

independent variables. According to Hair et al (2013), this is a low level of R2. However, as 

the F-test provided statistically significant equation the conclusion is that the dependent 

variables do have an impact on the outcome variable. As seen in table 32 under model III, 

product quality and service quality had a positive impact on the outcome variable, while 

transaction cost had a negative impact on the outcome variable willingness to pay after a price 

increase. The interaction variable between product quality and service quality (PQ x SQ) 

showed a positive impact on the outcome variable. It should be noted that none of the 

variables showed statistically significant unstandardized beta values in Model III. 

Participants’ predicted willingness to pay after a price increase is equal to 1.379 + 0.091 

(product quality) + 0.014 (service quality) – 0.133 (transaction cost) + 0.028 (PQ x SQ). 

4.5.4 Model IV 
 
A significant regression equation was found for Model IV. (F (7, 262) = 3.044, p < 0.005) 

with an R2 of 0.075. This means that 7.5% of the variance of the outcome variable was due to 

the independent variables. According to Hair et al (2013), this is a low level of R2. However, 

as the F-test provided statistically significant equation the conclusion is that the dependent 

variables do have an impact on the outcome variable. As seen in table 32 under model III, 

product quality, the interaction variable between product quality and service quality (PQ x 

SQ), age, gender and education level all had positive impact on the outcome variable 

willingness to pay after a price increase. While service quality and transaction cost both had a 

negative impact on the outcome variable. It should be noted that none of the variables showed 

statistically significant unstandardized beta values in Model IV. Participants’ predicted 
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willingness to pay after a price increase is equal to 1.274 + 0.015 (product quality) – 0.042 

(service quality) – 0.141 (transaction cost) + 0.047 (PQ x SQ) + 0.004 (age) + 0.199 (gender) 

+ 0.008 (education level). 
 
Table 32 
Results of the multiple linear regression 

 Model I Model II Model III Model IV 
 

Variable Coefficient Coefficient Coefficient Coefficient 

Product quality 0.193* 0.188* 0.091 0.015 
Service quality 0.118 0.135 0.014 -0.042 
Transaction cost -0.135 -0.145 -0.133 -0.141 
Age  0.004  0.004 
Gender  0.196  0.199 
Education level  0.008  0.008 
PQ x SQ   0.028 0.0 
R2 0.062 0.075 0.062 0.075 
Note. * indicates p < .05. Number of participants: 270. PQ x SQ = Interaction variable between 
product quality and service quality. 
 

4.5.5 Comparing the four models in the regression 
 
It is interesting that product quality and service quality had such low unstandardized beta coefficients 

in model III and Model IV compared with Model I and Model II. The control variables age and 

education level both showed insignificant and very low unstandardized beta values. Although the 

control variable gender did not show any significant unstandardized beta values it did show values like 

the independent variables. It is interesting that the R2 value was at its highest for Model II and Model 

IV, which is the models that included the control variable gender.  

 
 
 

4.6 Difference of willingness to pay after a price increase 
between the product groups 

 
To determine if there are any differences between the four product groups when it comes to 

the customer’s willingness to pay after a price increase, we will perform a one-way analysis 

of variance (ANOVA) test. An assumption for ANOVA is that the variance within each of the 

populations is equal. The table below displays the homogeneity of variances which will tell us 

if the assumption is fulfilled.  
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Table 33 

Test of homogeneity of variances 

Levene Statistic df1 df2 Sig. 

1.460 3 266 0.226 

 

 

The Levene’s statistic in the test of homogeneity of variances in table 33 showed insignificant 

values. This indicates that the null hypothesis which is that the variance is equal across all 

four groups is not violated. We can move on to test the analysis of variance in table which can 

be seen in table 34.  

 

Table 34 

ANOVA results using “willingness to pay after a price increase” as criterion 

 df F Significance  

Between groups 3 0.584 0.626  

Within groups 266    

Note. df = degrees of freedom.  

 

The ANOVA output in table 34 above shows that the factor “customer’s willingness to pay 

after a price increase” is insignificant between the four groups. This indicates that there is no 

difference between the four groups when it comes to the customer’s willingness to pay after a 

price increase on a significant level.  
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5 DISCUSSION 
In this chapter the results are discussed along with the theoretical framework. The focus of 

the chapter is to explain the results of the study and how the methodical approach has 

affected the outcome.   

 

Results that confirmed prior research 

Product quality and service quality both showed positive beta coefficients in the multiple 

linear regression analysis. Grewal and Parasuraman (2000) concluded in their literature 

review that service quality and product quality was a driver for perceived value. McDougall 

and Levesque (2000) found a positive relation between perceived value and customer 

satisfaction. Mannheim (2004) found in his study that customer satisfaction has a direct 

connection to customer’s willingness to pay after a price increase. A summary of the 

theoretical framework can be seen in figure 3. The conceptual framework (figure 5) for this 

research based on the theoretical framework was in accordance with the study’s results.  

 

Shopping motivations 

The shopping motivations of the participants were not considered in this study. Arnold and 

Reynolds (2003) found six different categories of shopping motivations in their qualitative 

research. For example, the willingness to pay after a price increase might differ for a 

participant that purchase an item as a Christmas gift for someone else, versus a participant 

that purchased an item for themselves for the purpose of cheering themselves up. The first 

example of shopper is driven by utilitarian motivations as the shopping is task oriented. The 

second example of shopper is driven by hedonic motivations as the shopper wants to feel 

better and thus these two types of shoppers can have different levels of willingness to pay 

after a price increase.  

 

Hedonic and utilitarian products 

Khan, Dhar and Wertenbroch (2005) stated in their paper that a product can be perceived to 

have different levels of hedonic and utilitarian aspects. In our study, we assumed that each 

product that represented their category of either hedonic or utilitarian products, would be 

perceived by the survey participant to belong in their respective product category. However, 

this assumption was not tested in the study and therefore the outcome of the tests may be 
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inaccurate due to a participant perceiving their survey’s product to belong to a different 

category.  

 

High and low involvement products 

Zaichkowsky (1986) concludes in her review paper for the construct of involvement that the 

factors that influences whether a product is perceived as having high or low level of 

involvement, are personal importance and differentiation of alternatives. In our study we 

assumed that each product that represented their category of either low or high involvement, 

would be perceived by the survey participant to belong in their respective category. However, 

this assumption was not tested in the study and therefore the outcome of the tests may be 

inaccurate due to a participant perceiving their survey’s product to belong to a different 

category. 

 

First research question 

The first research question was “How does customer perceived product quality, perceived 

service quality and perceived transaction cost impact the customers willingness to pay after a 

price increase?” 

 

The first hypothesis of the study which contained that the higher the perceived product 

quality, the higher the customer’s willingness to pay after a price increase, was failed to be 

rejected. The finding from the multiple linear regression show that product quality had a 

positive impact on customer’s willingness to pay after a price increase, on a statistically 

significant level. The second hypothesis of the study which contained that the higher the 

perceived service quality, the higher the customers willingness to pay after a price increase, 

was also failed to be rejected. The finding from the multiple linear regression show that 

service quality had a positive impact on customer’s willingness to pay after a price increase.  

The third hypothesis of the study which contained that the lower the perceived transaction 

cost, the higher the customer’s willingness to pay after a price increase, was failed to be 

rejected as well. Service quality and transaction cost did not show beta coefficients on a 

significant level, for any of the four models. The Cronbach’s alpha was below 0.70 for both 

service quality and transaction cost. This could implicate that the items in the survey for 

service quality and transaction cost did not measure the intended constructs. The original 

scales for service quality and transaction costs were cut down to make the survey less 

comprehensive and to avoid drop-outs. This could be the reason why the Cronbach’s alpha 
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value was below 0.70 and that the unstandardized beta coefficients for service quality and 

transaction cost both had statistically insignificant values.  

 

Second research question 

The second research question was “How does different product conditions (high- vs. low 

involvement and hedonic vs. utilitarian) impact the customers willingness to pay after a price 

increase?” 

 

A one-way ANOVA test was conducted to learn the differences between the four product 

groups with the factor of “willingness to pay after a price increase”, in order to answer the 

second research question. The result of the ANOVA showed that there is no significant 

difference between the four product groups. It is interesting to note that survey participants 

only chose the highest option of willingness to pay after a price increase for the product group 

beer which is the low involvement and hedonic product group. Next in line was the product 

group furniture which represent the high involvement and utilitarian product group and 

designer clothing which represent the high involvement hedonic product group. Although 

survey respondent chose at most to “accept quite a higher price”, the mean score of the 

outcome variable willingness to pay after a price increase was slightly higher for designer 

clothing than for furniture. Which could indicate that the customer’s willingness to pay after a 

price increase is higher for designer clothing product group than for furniture product group. 

The participants of the product group toothpaste chose at most to “accept a somewhat higher 

price” which is the lowest score of all four product groups. This is very interesting as the 

toothpaste would typically be the cheapest product of all four product groups, yet participants 

would still not be willing to pay after a much higher price increase.  

This is in accordance with the theories of Kahneman et. al (2001) and Wakefield and Inman 

(2003) which contained that people are less price sensitive towards hedonic products. The 

finding from the descriptive statistics goes against Okada’s (2004) statement that consumers 

would rather spend more money on utilitarian products than hedonic products. 

The findings from the descriptive statistics is not in accordance with Hollebeek et. al (2007). 

Hollebeek et. al (2007) concluded in their study that customers purchasing low involvement 

products are more price sensitive than when purchasing a high involvement product.  

While the ANOVA showed that there was no statistically significant difference between the 

four product groups regarding the customer’s willingness to pay after a price increase, further 

research regarding the differences between the four product categories would still be 
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interesting as this research has only allowed one product to represent the entire category of 

either high- or low involvement and hedonic or utilitarian product.  

 

 

Objectivity and subjectivity of value dimensions 

Although objective value dimensions are independent of the customer’s perceptions, the 

degree of which that value dimensions matters to each customer may still be subjective. In 

other words, the value of the value dimension can be subjective. Low involvement customers 

do not have their own subjective perceptions and may thus put more emphasis on the 

objective value dimensions such as the price, the technical qualities and other tangible 

benefits and costs. High involvement customers may be influenced by prior expectations, 

personal factors etc. These customers consider in addition to the objective value dimensions 

also the subjective value dimensions such as the affective values. These are the hedonic, 

abstract and hard-to-define type of value dimensions.  
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6 CONCLUSION 
In this chapter the conclusion of the study is presented. The chapter begins with answering 

the research questions, giving managerial implications and finally the future research 

recommendations are presented.   

 

6.1 Research questions 
 
The first research question of this study was to determine how product quality, service quality 

and transaction cost impacts the customers willingness to pay after a price increase.  

The findings from the multiple linear regression on the aggregated data showed that product 

quality and service quality had a positive impact on the customer’s willingness to pay after a 

price increase, while transaction cost had a negative impact on the customer’s willingness to 

pay after a price increase. This means that all three hypotheses of the research were failed to 

be rejected.  

 

The study used the control variables age, gender and education level to see if they had an 

impact on the outcome variable. Although the beta coefficients were insignificant for these 

variables, the R2 was found to be highest in model II and model IV which included these 

variables.  

The second research question was to learn how the different product conditions, high- vs low 

involvement and hedonic vs utilitarian, impacts the customers willingness to pay after a price 

increase.  

The findings from the one-way ANOVA test showed that there is no statistically significant 

difference between the four groups when it came to the customer’s willingness to pay after a 

price increase. The study can therefore not conclude that there is any difference to the 

customer’s willingness to pay after a price increase given different product conditions.  

6.2 Managerial Implications 
 
The results of the research show that the transaction cost has a negative impact on the 

customer’s willingness to pay after a price increase. For practitioners, this means that 

lowering the time and effort that the customer must spend to purchase the product can lead to 

an increased willingness to pay after a price increase. Further, this implicates that increasing 

the stores recognizability can lead to customer’s increasing their willingness to pay after a 
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price increase. Lastly, customers hearing positive feedback about the store is implicated by 

the study to lead to an increased willingness to pay after a price increase. This could be in the 

form of word-of-mouth or reviews online. 

The results of the research also show that increasing the product quality and service quality 

can positively impact the customer’s willingness to pay after a price increase. For 

practitioners, this means that increasing the stores visual appeal, personnel’s appearance, 

helping customers quickly and increasing the perception of the product quality can increase 

the customer’s willingness to pay after a price increase. It should be noted that it is the 

customer’s perception of product quality, service quality and transaction that should be 

increased. This means that better marketing and explaining and selling the value of the 

product is the key to increasing the customers perception. In other words, the focus is not 

always to better the actual objective product quality, service quality and transaction cost but 

rather the customer’s perception.  

The inspiration for the research was to increase the knowledge about customer’s willingness 

to pay after a price increase to help practitioners understand how to use value-based pricing 

strategies better as value-based pricing sets prices according to what the customer values 

rather than competition or cost prices. Understanding how to increase prices without 

negatively affecting the customers is an important factor in succeeding with value-based 

pricing. The study has showed that transaction costs impact the customers willingness to pay 

after a price increase, and thus is an important factor when it comes to implementing value-

based pricing strategies.  

6.3 Future Research Recommendations 
 
The relationship between customer perceived value and customer’s willingness to pay after a 

price increase needs further empirical research. To ensure a more successful research on this 

topic, future recommendations have been made below from the mistakes of this study.  

 

This study used a scaled down measuring scale to obtain data on customer’s willingness to 

pay after a price increase. The items from the original scales were revised to make the survey 

less comprehensive and time consuming due to the time limitations of the research. The three 

value drivers; product quality, service quality and transaction cost would originally have a 

total of 60 items. One of the methods to obtain valid and reliable data is to keep the survey as 

short as possible to avoid participants rushing the end of the survey due to it taking too long 

or having dropouts. However, by cutting down existing measurement scales the validity and 
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reliability was compromised. In future research, more comprehensive surveys could be 

conducted that captures all the value dimensions in the original measurement scales. 

 

Future researchers that want to study the subject of hedonic and utilitarian products, should 

consider the shopping motivations of the consumer. There are existing scales to measure the 

motivations of the shopper, and this could help the researcher pinpoint what exactly it is that 

causes the shopper to be willing to pay after a price increase. 

 

When it comes to comparing hedonic and utilitarian products, the researcher must understand 

how the survey participant or interviewee perceives the product. As mentioned in the 

discussion, a product can possess both hedonic and utilitarian aspects. In the future, asking the 

participant about how they characterize the subject product would help the research to obtain 

more pure data.  

 

Comparing low involvement and high involvement types of products suffers similar problems 

as to comparing hedonic and utilitarian types of products. The researcher should learn how 

the participant perceives the product in question. For future research, the perception of the 

involvement level of the product in question can be obtained by learning about the 

participant’s related needs and values, along with how substitutable they believe the product 

is.  

 

The study used physical products as the subject of the surveys. In the literature of consumer 

research, hedonic products have many times been defined as abstract, non-tangible 

experiences such as movies, music, ballet. In the future, it would be of interest to study 

services as well.  

 

The online survey made it possible to reach a global sample. In the future, focusing on one 

location at the time, might help the researcher understand if there are any cultural dimensions 

that impact the outcome variable as well. In order to reach a broader sample, the survey was 

written in English. Swedish people tend to comprehend the English language, however there 

is still a risk for misunderstanding of the questions, particularly from the older generation. 

This could affect the validity and reliability of the study. In future studies, the survey could be 

written in both languages in order to minimize any language barriers.  
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APPENDIX 
 
Appendix A: Descriptive statistics 
 

Table 12 

Sample statistics of the four product groups 

Factor Beer Designer clothing Toothpaste Furniture 

Age 

   % 18 years < 

   % 18-24 years 

   % 25-34 years 

   % 35-44 years 

   % 45-54 years 

   % 55 years > 

 

0 

19 

30 

19 

12 

18 

 

0 

25 

20 

23 

17 

13 

 

0 

32 

22 

13 

18 

14 

 

0 

26 

26 

15 

7 

15 

Gender 

% Female 

% Male 

 

51 

49 

 

52 

48 

 

57 

43 

 

57 

43 

Education level 

% No education 

% Jr. High school 

% Sr. High school 

% Bachelor’s degree 

% Master’s degree 

% PhD or higher 

 

0 

0 

18 

30 

35 

16 

 

0 

0 

15 

37 

29 

16 

 

0 

0 

17 

28 

32 

22 

 

0 

0 

19 

29 

32 

18 

 

 
The sample statistics above in table 12 displays the demographics distribution of the 

participants. The age distribution is similar for all four product groups which makes the 

comparisons of the four product conditions more accurate. The biggest group was the ages 

between 18 to 34. This is logical as the survey was spread through social media and the 

researcher is a young adult.  

The gender is evenly distributed and is very similar in all four product groups. This will make 

the analyses of the data regarding the gender variable more accurate.  

Lastly, the education level distribution is similar in all four product groups. The categories 
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“no education” and “Jr high school (gymnasiet in Swedish)” had no participants. This could 

be explained again by the researchers own social circle containing people with higher 

educations. This could also be explained by the fact that having no education or only 

completing Jr high school is a decreasing trend in Sweden (“SCB”, 2019).  
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Appendix B: Internal Consistency and Reliability 
 
 
 
Table 13. 
Cronbach’s alpha value for all three measurement scales prior to removing items. 
 

PQ SQ TC 

Toothpaste 0.691 0.498 0.627 

Furniture 0.875 0.822 0.694 

Beer 0.717 0.667 0.613 

Designer clothes 0.637 0.666 0.554 

Aggregated data 0.751 0.634 0.609 

 
 
The results of the Cronbach’s alpha for the aggregated data using all four product groups in 

table 13 above indicates that the service quality scale and the transaction cost scale do not 

have an acceptable level of internal consistency and reliability. This can be seen, as the 

Cronbach’s alpha for the aggregated data shows that service quality and transaction cost do 

not fulfill the minimum requirement of α = 0.70. 
 
 
Table 14 
Inter-Item Correlation Matrix between all three measurement scales using the aggregated data of all four 
product groups 
 PQ1 PQ2 PQ3 PQ4 PQ5 SQ1 SQ2 SQ3 SQ4 SQ5 TC1 TC2 TC3 TC4 TC5 TC6 
PQ1 -                
PQ2 .667 -               
PQ3 .476 .532 -              
PQ4 .238 .354 .197 -             
PQ5 .153 .276 .185 .761 -            
SQ1 .224 .203 .135 .268 .171 -           
SQ2 .236 .264 .149 .240 .186 .353 -          
SQ3 .246 .233 .153 .124 .049 .271 .426 -         
SQ4 .308 .259 .194 .144 .025 .199 .299 .458 -        
SQ5 .142 .125 .303 .049 .139 .271 .062 .014 .260 -       
TC1 -.232 -.293 -.185 -.274 -.244 -.418 -.184 -.191 -.197 -.337 -      
TC2 -.073 -.176 -.127 -.172 -.141 -.251 -.172 -.069 -.167 -.273 .566 -     
TC3 -.213 -.195 -.060 -.162 -.262 -.263 -.171 -.128 -.188 -.150 .289 .190 -    
TC4 -.114 -.140 -.226 -.101 -.106 -.209 .072 .058 -.066 -.205 .186 .199 .143 -   
TC5 .004 -.194 -.073 -.138 -.170 .022 -.246 -.095 -.147 .062 .026 .062 .150 -.099 -  
TC6 -.461 -.380 -.352 -.117 -.091 -.207 -.102 -.141 -.335 -.326 .412 .254 .246 .404 .040 - 
 
The item TC5 and SQ5 in table 14 above have negative and respectively low correlations with 

the items in their respective measurement scales. We want the items to have positive (and 
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preferably high) correlations within their scales, so a negative or very low correlation is an 

indication that the items SQ5 and TC5 do not belong in their respective scales.  
 

Table 15. 

Cronbach’s alpha results if each item from product quality scale were to be removed 

Item from product quality scale Cronbach’s alpha if item deleted 

PQ1 .719 

PQ2 .676 

PQ3 .736 

PQ4 .686 

PQ5 .714 

 

In table 15 above, it is noted that the Cronbach’s alpha for the product quality scale cannot be 

improved as deleting any of the product quality items will not increase the Cronbach’s alpha 

value from 0.751. Therefore, all the items will remain in the product quality scale. 

 

Table 16. 

Cronbach’s alpha results if each item from service quality scale were to be removed 

Items from service quality scale Cronbach’s alpha if item deleted 

SQ1 .559 

SQ2 .563 

SQ3 .563 

SQ4 .547 

SQ5 .667 

 
In table 16 above, it is noted that the Cronbach’s alpha for the service quality scale can be 

improved by deleting the item SQ5 from the service quality scale. The Cronbach’s alpha 

would then increase from 0.634 to 0.667.  
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Table 17. 

Cronbach’s alpha results if each item from transaction cost scale were to be removed 

Items from transaction cost scale Cronbach’s alpha if item deleted 

TC1 .488 

TC2 .509 

TC3 .562 

TC4 .595 

TC5 .681 

TC6 .517 

 

 

In table 17 above, it is noted that the Cronbach’s alpha for the transaction cost scale can be 

improved by deleting the item TC5 from the transaction cost scale. The Cronbach’s alpha 

would then increase from 0.609 to 0.681.  
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Appendix C: Correlations testing 

 
Table 19. 
Pearson correlations coefficient using aggregated data from all four product groups 
 Willingness to pay 

after a price 
increase 

Product 
quality 

Service 
quality 

Transaction 
cost 

Age Gender Education 
level 

Willingness to pay 
after a price 
increase 

-       

Product quality .212** -      
Service quality .163** .0371** -     
Transaction cost -.183** -.379** -.339** -    
Age .020 -.028 -.017 -.093 -   
Gender .094 -.017 -.090 .086 .075 -  
Education level -.014 -.063 -.120* -.002 .017 -.048 - 
Note. ** = Correlation is significant at the 0.01 level. * = Correlation is significant at the 0.05 level. 
 
 
Table 20. 
Pearson correlations coefficient using data from the product group toothpaste 
 Willingness to pay 

after a price 
increase 

Product 
quality 

Service 
quality 

Transaction 
cost 

Age Gender Education 
level 

Willingness to pay 
after a price 
increase 

-       

Product quality -.201 -      
Service quality .183 .196 -     
Transaction cost -.258* -.234* -.455** -    
Age .146 -.094 .036 -.159 -   
Gender .107 -.202 -.159 -.048 .236* -  
Education level -.014 -.015 -.101 -.038 .191 -.257* - 
Note. ** = Correlation is significant at the 0.01 level. * = Correlation is significant at the 0.05 level. 
 
 
 
Table 21. 
Pearson correlations coefficient using data from the product group designer clothing 
 Willingness to pay 

after a price 
increase 

Product 
quality 

Service 
quality 

Transaction 
cost 

Age Gender Education 
level 

Willingness to pay 
after a price 
increase 

-       

Product quality .256* -      
Service quality .100 .410** -     
Transaction cost -.162 -.381** -.488** -    
Age -.010 -.061 .068 -.069 -   
Gender .076 .095 .095 .244* -.104 -  
Education level .148 -.120 -.388** .375** .100 .220 - 
Note. ** = Correlation is significant at the 0.01 level. * = Correlation is significant at the 0.05 level. 
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Table 22. 
Pearson correlations coefficient using data from the product group beer 
 Willingness to pay 

after a price 
increase 

Product 
quality 

Service 
quality 

Transaction 
cost 

Age Gender Education 
level 

Willingness to pay 
after a price 
increase 

-       

Product quality .300* -      
Service quality .165 .241 -     
Transaction cost -.136 -.397** -.247 -    
Age .138 .052 -.006 -.055 -   
Gender .146 .066 -.104 .156 -.118 -  
Education level -.269* -.305* -.089 -.053 -.220 -.082 - 
Note. ** = Correlation is significant at the 0.01 level. * = Correlation is significant at the 0.05 level. 
 
 
 
Table 23. 
Pearson correlations coefficient using data from the product group furniture 
 Willingness to pay 

after a price 
increase 

Product 
quality 

Service 
quality 

Transaction 
cost 

Age Gender Education 
level 

Willingness to pay 
after a price 
increase 

-       

Product quality .364** -      
Service quality .191 .463** -     
Transaction cost -.217 -.620** -.415** -    
Age -.178 -.026 -.157 -.128 -   
Gender .045 -.044 -.222 .010 .202 -  
Education level .039 .110 .123 -.206 -.081 -.069 - 
Note. ** = Correlation is significant at the 0.01 level. * = Correlation is significant at the 0.05 level. 
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Appendix D: Assumptions for Multiple Linear Regression 
 

Homoskedasticity Assumption 
 

Scatterplot and PP-plot for toothpaste 

 
 

 

 
Figure 8. Scatterplot of low involvement and utilitarian products (toothpaste). 

 
Figure 8 above displays a rectangular pattern of dots that indicates homoscedasticity. This 

means that the model accurately predicts the outcome. The dots are also inside the interval -3 

and 3 on both the x-axis and y-axis. The dots do appear to be sparser on the left side of the 

scatterplot, however as they are inside the interval of -3 and 3 on both x- and y-axis, this is 

not a violation of the homoscedasticity assumption.   
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Figure 9. P-P plot of low involvement and utilitarian products (toothpaste). 

 

Figure 9 above displays the standardized residuals. There appears to be no signs of 

heteroscedasticity as the dots follow the line neatly.   
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Scatterplot and PP-plot for designer clothing 

 

 

 
Figure 10. Scatter plot of high involvement and hedonic products (designer clothing). 

Figure 10 above displays a rectangular pattern of dots that indicates homoscedasticity. This 

means that the model accurately predicts the outcome. The dots are also inside the interval -3 

and 3 on both the x-axis and y-axis. Two dots seem to deviate slightly from the rest of the 

pattern, however as they are inside the interval of -3 and 3 on both x- and y-axis, this is not a 

violation of the homoscedasticity assumption.   
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Figure 11. P-P plot of high involvement and hedonic products (designer clothing). 

 
Figure 11 above displays the standardized residuals. There appears to be no signs of 

heteroscedasticity as the dots follow the line neatly.   
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Scatterplot and PP-plot for beer 

 

 
Figure 12. Scatter plot of low involvement and hedonic product (beer).  
 
Figure 12 above displays a rectangular pattern of dots that indicates homoscedasticity. This 

means that the model accurately predicts the outcome. The dots are also inside the interval -3 

and 3 on both the x-axis and y-axis. Although one dot is clearly on the border of 3 on the y-

axis.  

 
Figure 13. P-P plot of low involvement and hedonic products (beer). 
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Figure 13 above displays the standardized residuals. There appears to be no signs of 

heteroscedasticity as the dots follow the line neatly.   
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Scatterplot and PP-plot for furniture 
 

 

 
 
Figure 14. Scatter plot of high involvement and utilitarian products (furniture). 
 

Figure 14 above displays a rectangular pattern of dots that indicates homoscedasticity. This 

means that the model accurately predicts the outcome. The dots are also inside the interval -3 

and 3 on both the x-axis and y-axis. A few dots seem to deviate slightly from the rest of the 

pattern, however as they are inside the interval of -3 and 3 on both x- and y-axis, this is not a 

violation of the homoscedasticity assumption.   
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Figure 15. P-P plot of high involvement and utilitarian products (furniture). 

 

Figure 15 below displays the standardized residuals. There appears to be no signs of 

heteroscedasticity as the dots follow the line neatly.   
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Multicollinearity assumption 
 
Correlations matrix and collinearity statistics for toothpaste 
 

Table 24. 
Correlations matrix for low involvement and utilitarian products (toothpaste) 
 Product 

quality 
Service 
quality 

Transaction 
cost 

Age Gender 

Product quality -     
Service quality .196 -    
Transaction cost -.234* -.455** -   
Age -.094 .036 -.159 -  
Gender -.202 -.159 -.048 .236* - 
Education level -.015 -.101 -.038 .191 -.257* 
Notes. ** = Correlation is significant at 0.01 level. * = Correlation is significant at 0.05 level. 
 
 
 

No variables show any strong correlations on a significant level in table 24 above. This 

indicates that there is no sign of multicollinearity in the obtained data.  

 

Table 25. 

Collinearity statistics for low involvement and utilitarian products (toothpaste) 

 Tolerance VIF 

Product quality .887 1.127 

Service quality .726 1.378 

Transaction cost .724 1.381 

Age .834 1.199 

Gender .752 1.330 

Education level .823 1.216 

 

Tolerance scores were all above 0.2 and VIF scores were all below 10 in table 25 above. This 

implies that there is no sign of multicollinearity in the data.  

 
 
 
 
 
 
 
 
 



 

85 

Correlations matrix and collinearity statistics for designer clothing 
 
 
 
Table 26. 
Correlations matrix for high involvement and hedonic products (designer clothing) 
 Product 

quality 
Service 
quality 

Transaction 
cost 

Age Gender Education 
level 

Product quality -      
Service quality .410** -     
Transaction cost -.381** -.488** -    
Age -.061 .068 -.069 -   
Gender .095 .095 .244* -.104 -  
Education level -.120 -.388** .375** .100 .220 - 
Notes. ** = Correlation is significant at 0.01 level. * = Correlation is significant at 0.05 level. 
 
No variables show any strong correlations on a significant level in table 26 above. This 

indicates that there is no sign of multicollinearity in the obtained data.  

 
Table 27. 

Collinearity statistics for high involvement and hedonic products (designer clothing) 

 Tolerance VIF 

Product quality .757 1.321 

Service quality .595 1.680 

Transaction cost .610 1.639 

Age .939 1.065 

Gender .809 1.236 

Education level .733 1.364 

 

Tolerance scores were all above 0.2 and VIF scores were all below 10 in table 27 above. This 

implies that there is no sign of multicollinearity in the data.  
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Correlations matrix and collinearity statistics for beer 
 
Table 28. 
Correlations matrix for low involvement and hedonic products (beer) 
 Product 

quality 
Service 
quality 

Transaction 
cost 

Age Gender Education 
level 

Product quality -      
Service quality .241 -     
Transaction cost -.397** -.247 -    
Age .052 -.006 -.055 -   
Gender .066 -.104 .156 -.118 -  
Education level -.305* -.089 -.053 -.220 -.082 - 
Notes. ** = Correlation is significant at 0.01 level. * = Correlation is significant at 0.05 level. 
 
 

No variables show any strong correlations on a significant level in table 28 above. This 

indicates that there is no sign of multicollinearity in the obtained data.  

 
 

Table 29. 

Collinearity statistics for low involvement and hedonic products (beer) 

 Tolerance VIF 

Product quality .709 1.410 

Service quality .902 1.109 

Transaction cost .757 1.321 

Age .927 1.078 

Gender .931 1.075 

Education level .820 1.219 

 

 

Tolerance scores were all above 0.2 and VIF scores were all below 10 in table 29 above. This 

implies that there is no sign of multicollinearity in the data.  
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Correlations matrix and collinearity statistics for furniture 
 
 
 

Table 30. 
Correlations matrix for high involvement and utilitarian products (furniture) 
 Product 

quality 
Service 
quality 

Transaction 
cost 

Age Gender Education 
level 

Product quality -      
Service quality .463** -     
Transaction cost -.620** -.415** -    
Age -.026 -.157 -.128 -   
Gender -.044 -.222 .010 .202 -  
Education level .110 .123 -.206 -.081 -.069 - 
Notes. ** = Correlation is significant at 0.01 level. * = Correlation is significant at 0.05 level. 
 

No variables show any strong correlations on a significant level in table 30 above. This 

indicates that there is no sign of multicollinearity in the obtained data.  

 

Table 31. 

Collinearity statistics for high involvement and utilitarian products (furniture) 

 Tolerance VIF 

Product quality .560 1.785 

Service quality .697 1.434 

Transaction cost .546 1.832 

Age .893 1.120 

Gender .916 1.091 

Education level .942 1.062 

 
 

Tolerance scores were all above 0.2 and VIF scores were all below 10 in table 31 above. This 

implies that there is no sign of multicollinearity in the data.  
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