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ABSTRACT

In pricing management the dominating approach is applied on the basis of the classical paradigm of negative correlation
between demand and price, which leads to overenthusiastic preference of price sales incentives and discount-bonus
programs. However, the actual results of retailing raise doubts about unwavering fairness of this rule and unconditional
effectiveness of the corresponding activities. The reason for this presumably lies in irrational perception of prices by
customers, which probably needs to use heuristic adjustments in price management to increase retail profits. The
objectives of the study is to justify the need of combining two methodological approaches for Russian retailing
system when managing pricing — formalized and heuristic — by means of modeling situations of consumer choice
of retail purchase and analysis of its determinants. The methodological basis combines the conceptual provisions of
economic theory, as well as the theory of consumer’s behavioral analysis. Research methods: in-depth interviews with
management specialists and experts, who assessed scenario cases, as well as by means of contextual and narrative
analyses. Information base of the study consists of modern scientific publications and practical analysis data obtained
by means of 110 in-depth interviews conducted in the second half of 2023 and the first quarter of 2024. The research
findings show that price management in retailing should take into account the impact of pluralistic nature of irrational
price perception and spontaneous customer reactions to prices. Practical significance: this study may facilitate Russian
retailers to forecast price reactions of customers and find effective prices; it will be helpful for teaching management
disciplines, and may also be in demand in the process of integration of neoclassical and behavioral models in the context
of retail pricing management.
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INTRODUCTION

Price is one of the central categories of mod-
ern economic and management sciences. Clas-
sical economic theory postulates that sellers
and buyers, guided by prices based on their
capabilities and needs, optimize supply and
demand. Prices, in turn, change depending on
demand and marginal production costs, lead-
ing to the achievement of market equilibrium
without any external regulatory intervention.
The elegance of this model lies in the simplicity
of explaining how free markets naturally arrive
at the equilibrium of price and demand. Based
on the assumption that consumers tend to seek
maximum consumer utility from the goods and
services they purchase, the inverse relationship
of “price-demand” (according to classical eco-
nomic theory) can be graphically represented as a
demand curve. Marketers put considerable effort
into collecting and processing data to model this
relationship as accurately as possible in order to
set the “correct” prices for their products.

However, retail reports cast doubt on the
absolute reliability of the notion that the de-
mand for any product is always well described
by a smooth! and monotonically decreasing
function with respect to price increases. Em-
pirical data suggests the opposite — the ac-
tual demand curve (reflecting the actions of
real economic agents, rather than idealized
perfectly rational actors) is not smoothly
downward sloping, but has kinks and inflec-
tion points. Moreover, even a small (without
changing the price) adjustment of product
information can diametrically change buyers’
attitudes, which will affect not only the slope
of individual sections of the curve but also
the sign of the demand function’s derivative.

So, since this function is quite unstable,
even the slightest changes in framing? or mi-

! A function is considered smooth if its derivative is continuous
over its entire domain.

2 Framing in sales involves the seller creating specific
informational frameworks and boundaries related to the

nor shifts in emphasis and boundaries of the
advertising and informational context can
cause significant movement; the possibilities
of formalized pricing as a scientific and meth-
odological approach are limited. In this regard,
based on the classic price-demand relationship,
before engaging in modeling price elasticity
(considering the irrational characteristics of
economic agents’ behavior), it is necessary to
determine what causes the ambiguity in price
perception and what drives people to make a
purchase or refrain from it.

The purpose of this study was to justify
the need to combine two methodological ap-
proaches — formalized and heuristic — in man-
aging pricing in Russian retail through the
modeling of situations related to consumer
choice in retail purchasing and the analysis
of the factors determining it.

The authors set themselves several research
tasks (which were subsequently successfully
solved):

1. Identify the rational and irrational inter-
nal motives and rules that (under the influ-
ence of the informational context and market
situation, as well as the sales environment and
conditions for making a purchase decision) a
Russian citizen consciously or unconsciously
follows when forming a favorable or negative
attitude towards the price; identify and exam-
ine the underlying perceptual processes,* af-
fective reactions* and cognitive mechanisms.®

2. Characterize the multiple perceptions
and ambiguous reactions to prices in Russian

product being sold in order to encourage the decision to
purchase it.

5 The process of perception is the formation of a personal
impression based on perceived information.

4 An affective reaction is an explosive emotional response that
reflects an unconscious subjective evaluation of the current
situation.

5 Cognitive mechanisms activate the inherent patterns of
information processing and analysis, methods of knowledge
acquisition and modification, and techniques for structuring
and conceptualizing specific objects and abstract entities in
human consciousness.
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retail, thereby confirming the necessity of
considering the irrational behavioral aspect in
retail through heuristic price planning, as well
as outlining an updated approach to pricing
in retail trade in our country, prioritizing the
heuristic consideration of the effects of plu-
ralistic price perception by economic agents.

3. Conduct a study of the evaluative rules
and internal mechanisms that Russian retail
buyers consciously or subconsciously use when
considering price offers and deciding whether
to accept or reject them; identify patterns and
characterize the underlying psychological rea-
sons that determine the reaction of domestic
economic agents to retail prices.

4. Show that when managing pricing in
Russian retail, one should take into account
the effects caused by the ambiguity and irra-
tionality of mass buyers’ price perception, as
well as their spontaneous reaction to prices.

During the study, answers were obtained
to the following research questions:

» What approaches to retail pricing (heu-
ristic, formalized, or any other) are predomi-
nantly practiced by Russian retail today?

 What internal rules and mechanisms
drive the domestic buyer both in forming an
attitude towards retail prices and in making
a decision to purchase or refrain from pur-
chasing?

 How do these rules and mechanisms
vary and combine depending on the specific
situation and circumstances?

ANALYTICAL REVIEW OF SOURCES
WITHIN THE FRAMEWORK
OF SEARCH RESEARCH
Fluctuations and variations in demand
as a consequence of irrational price perception
Not a smooth and continuous demand curve.
The demand function plays a key role in price
theory — in particular, it is used to determine
price elasticity and calculate the market price
that maximizes the seller’s revenue. Analysts

engage in computer modeling of the demand
function and price sensitivity. University stu-
dents and business school attendees are taught
to primarily focus on demand elasticity when
making pricing decisions: it is recommended to
raise the price if demand is inelastic; otherwise,
it should be left unchanged or lowered.

The demand curve (as it is usually depicted
in economics textbooks) is shown by a dashed
line in Fig. 1. Let’s note two of its features.
First, it is monotonic, smooth, and continuous,
with no “jumps” or special points, and second,
it does not account for the dependence of de-
mand on the framing effect in sales.®

However, the assumptions of classical the-
ory regarding the nature of the price-demand
relationship contradict published facts, which
indicate, in particular, that when perceiving
numbers and arithmetic sums, the average
human mind is guided by certain heuristic
irrational approaches. For example, since the
reading of numbers for most people occurs
from left to right, the quantitative values fixed
in the minds of real economic agents turn
out to be tied to the extreme left digits of
the number [1, 2]. Therefore, 2990 rubles is
perceived as a significantly smaller amount
than 3000 rubles, whereas the difference be-
tween 5000 and 5010 rubles is hardly noticed.
The difference in prices is also perceived as
more significant if it is easy to calculate in
one’s head [3]. For example, the difference
between 5500 and 4500 rubles seems greater
to people than the difference between 5520
and 4470 rubles. Thus, the demand of an aver-
age consumer with medium cognitive abilities
is significantly different from the demand
of the infamous homo economicus endowed

¢ The framing effect lies in the fact that the format, volume,
and setting of presenting information about a product and its
price so significantly influence the perception of a potential
buyer that the same price offer can elicit either an absolutely
positive or a negative reaction.
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Sales

Idealized demand curve
Real demand curve

Price

Fig. 1. Demand curves — idealized and actual in retail

Source: developed by the authors.

with extraordinary intelligence.” The function
describing the price-demand relationship of
a rationally behaving real economic agent
is far from smooth and continuous — it has
bends, breaks, and discontinuities that reflect
spontaneous reactions and the peculiarities
of reading numerical labels on product price
tags (solid line in Fig. 1).

Unstable and non-monotonic demand.
There is another reason why the canonical
price theory based on the classical demand
model is sometimes far from practical reliabil-
ity — it is the instability of demand. Since both
the perception of price by economic agents and
the corresponding price-demand relationship
are highly sensitive to advertising and infor-
mational content and the framing effect, even

"Homo economicus (Latin) — the “economic” person, i.e.,
a rational individual who, acting sensibly, always strives to
maximize the benefits received and, when making choices,
bases them on their economic outcomes.

very small innovations in the packaging and
market presentation of a product (box size,
portion packaging, label on the packaging,
wrapper design, etc.) can provoke a significant
change in price elasticity of demand.

A clear illustration of this is the packag-
ing of baked goods in small portions: buyers
have started paying attention to the calorie
content of food to reduce the consumption
of sweets and baked goods, and sellers have
found a way to meet this consumer demand
by changing the packaging. By purchasing a
product containing only 100 calories, one can
enjoy their favorite food without the guilt of
breaking their diet. As a result, the price sen-
sitivity of demand has noticeably decreased.
Sellers now earn almost one and a half times
more per unit of weight, as the 100-calorie
portions sell quickly, and very few consum-
ers are concerned about the nearly 50% price
increase they are paying in the process [4].
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Another factor influencing retail demand is
the way the quantity of the product being sold
is indicated. Sometimes, using units of meas-
urement such as pieces, servings, packs, boxes,
sachets, etc., instead of indicating weight in
grams or volume in liters, significantly reduces
price sensitivity [5], and the desire to purchase
a high-calorie food product increases signifi-
cantly if it’s packaging prominently states that
it contains mini-portions.

So, the demand for most goods and services
is not invariant even to small changes in the
framing within the context and setting of sales.
And even very slight shifts in emphasis and
boundaries of product information presenta-
tion can have very serious consequences, up
to a local change in the nature of the price-
demand relationship.

Behavioral economics and heuristic pricing
The poor predictability of retail demand
raises the question of whether there is any
practical sense in highly precise modeling of
price elasticity, which will change radically
each time (for example, with the slightest
changes in the advertising and informational
context). Maybe, first of all, it makes sense
to figure out what “hidden springs” influence
the price perception of target customers, i.e.,
to determine:

e What internal rules and motives do eco-
nomic agents follow when perceiving price?

e What circumstances and conditions in
each specific case determine the reaction to
the price, and under the influence of what
does the choice of one or another decision-
making mechanism for purchasing occur?

e Will this help the retailer adjust the
price set based on classical principles?

Some scholars consider that the canonical
demand model can be modified to account for
the framing effect and irrational price percep-
tion, and the price-demand relationship can be
improved by considering gaps and fluctuations

[6]. In doing so, researchers overlook the funda-
mental differences between the two approaches
to pricing. The first — formalized — approach
assumes that economic agents have stable pref-
erences regarding the value of products, striving
to achieve maximum utility, while the influence
of contextual signals is insignificant [7]. There-
fore, the priority is given to considering the
benefits of the value proposition for customers.
In the case of heuristic pricing, it is assumed
that the preferences of economic agents and
the important values of products for them are
quite variable, as they entirely depend on the
nature of the incoming contextual signals and
their personal perception [8]. Thus, this pricing
approach primarily focuses on the psychological
aspects that influence perceived economic value.

Heuristic pricing studies the real behavior
of buyers based on spontaneous judgments
and decisions. It is not limited by postulates
about the nature of the price-demand relation-
ship, nor by axiomatic propositions about the
tendency of economic agents towards rational
utility and their stable value preferences, but is
based on the integration of seemingly disparate
ideas aimed at explaining specific behavioral
responses to prices [9, 10]. Thus, some research-
ers assume that people prefer a compromise
between the offered prices and product op-
tions [11]. Others base their conclusions on the
assumption that consumers analyze prices by
comparing them to certain “reference” prices
for similar goods. Thirdly, some argue that buy-
ers perceive prices according to their feelings
regarding the necessity to spend money and
incur expenses [12]. Recognizing that all these
algorithms, which determine the attitudes of
economic agents towards retail prices, work
in certain situations and under the influence
of specific triggers, heuristic pricing unites
various perspectives on the motives of price
perception [13].

So, the central postulate of the heuristic ap-
proach to pricing is that there are various rules
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and mechanisms for making decisions regarding
purchases and prices, the application of which
varies among economic agents depending on
the situation and individual characteristics. For
example, an obviously inflated price will deter
some from making a purchase, while for others
it will serve as confirmation of the product’s
superior quality and positively influence their
decision to buy. Moreover, an individual may
perceive the price as unfair, but it is not neces-
sarily the case that this judgment will lead to a
refusal to purchase in certain circumstances and
situational contexts. Thus, heuristic pricing is
based on the understanding that the influence
of prices on the purchasing decision is rooted
in the knowledge of how the mechanisms and
rules, whether consciously or unconsciously, are
relied upon by economic agents when perceiv-
ing and understanding retail prices.

Psychological principles of decision-making
regarding price acceptability and purchasing
When perceiving prices and considering the
feasibility of a purchase, people usually fol-
low certain rules that regulate the inter-
nal mechanisms influencing their decisions
[14]. In this regard, based on the literature
on behavioral economics and pricing [15], as
well as from the experience of observing the
actions of economic agents in various situ-
ations and circumstances [16, 17], certain
characteristics can be identified in people’s
behavior when forming their attitudes to-

wards prices and purchases.

1. Judgments of buyers regarding the accept-
ability of prices are pluralistic, diverse, and
based on a set of internal rules and mecha-
nisms, selectively used depending on circum-
stances and context:

» when making and paying for a discretion-
ary purchase® people always hesitate and ex-

8 A discretionary purchase is made spontaneously at the buyer’s
personal desire, rather than according to a plan, rules, accepted
commitments, and/or necessity.

perience doubts (and sometimes even strong
negative emotions and psychological pain of
loss associated with parting with money), espe-
cially if they end up spending more than they
initially intended and/or can afford [18, 19];

 in the case of a regularly purchased and
widely distributed product, the offered price
is compared with some benchmark (reference
market average) [20, 21];

e when prices seem opaque, and the sell-
er’s sincerity is in doubt, they are guided by
an internal sense of fairness in the price offer
[22, 23];

« if they see the seller’s uncertainty, they
may try to negotiate a price reduction and/or
an installment payment plan [24-27];

« when it comes to purchasing a high-end
product from a well-known brand, they assess
whether its price is commensurate with the ex-
pected consumer utility [28,29];

« when faced with an alternative choice be-
tween expensive durable goods with multiple
functions and more budget-friendly options,
albeit with fewer features, a compromise is
sought between the price and the breadth of
functionality [30];

 in a situation of rising inflation expec-
tations and allowing for the potential partial
destabilization of food supplies, today’s Rus-
sian consumers are increasingly moving away
from the principles of a free market, which are
the foundation of classical economic theory
and canonical pricing, contradicting the no-
tion that the price-demand relationship is al-
ways illustrated by a monotonically descending
curve [31].

2. There are correlations between the context
of purchases and decision-making mechanisms.
That is, people tend to associate the nature and
conditions of purchases with certain internal
rules of price perception. For example, they as-
sociate the price of exclusive services and luxury
brand products with their consumer utility; pur-
chases in supermarkets and marketplaces with
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Table 1

Mechanisms and Rules for Perceiving the Price of a Product and Making
Decisions about a Purchase, Inherent in Economic Agents

Rules and mechanisms of price perception

Explanations and notes

Doubts and worries when paying: am | spending more than
| have or planned to spend?

The economic agent evaluates whether he is spending
more money than he actually has or can afford, and how
he feels deep down about such expenditures. If he feels
uncomfortable, morally uneasy (or even pained) parting
with money, he refrains from making the purchase

Price comparison: how does the product’s price compare to
the market average and the prices of similar products?

The individual weighs whether the price of the product
is lower or higher compared to the reference price. If it is
higher, the purchase will not take place

Sense of price fairness: an internal opinion on whether the
price is reasonable and justified?

A person decides whether the price is adequate, whether
the pricing is understandable and transparent to them, and
whether it is worth buying at an inflated price with opaque
pricing

Relevance of bargaining: will the price be a subject of
discussion and negotiation with the seller?

In some cases, the price may be at parity, and the economic
agent will make the purchase if an acceptable price can be
negotiated

Correlation of price with value: does the price of the
product correspond to its expected utility and the benefit
that the economic agent will receive by purchasing and
consuming it?

The buyer is contemplating whether the price matches the
value of the product as he understands it. He is willing to
pay more if the value of the product (service) is significantly
higher

Compromise between price and functionality: am | paying
for exactly the features and options of the product that
| need?

The consumer compares the price with the features and
properties of the product they will receive by paying it.
They choose the product with the specific options they
need at the corresponding price

Adjustment for supply instability and price increase: will
there be another opportunity to buy, and what will happen
next with the price?

The economic agent fears that the product will disappear
from the market or become more expensive, and strives to
make the purchase as quickly as possible

Source: Developed by the authors.

the ability to compare prices of similar products;
and the acquisition of expensive second-hand

items with price negotiations. In other words,

specific circumstances and the type of product

trigger corresponding algorithms for perceiv-

ing its price and making a decision about its
acquisition.

3. When considering price offers, economic
agents tend to use a combination of rules and
mechanisms. For example, they may simultane-
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ously experience doubts, compare prices, seek a
compromise between prices and product func-
tionality, etc., which collectively leads to the
final decision.

The aforementioned features of consumer
behavior are integrated into Table 1.

STUDY DESIGN

1. A pool of informational materials has been
formed, which includes scientific articles, pro-
ceedings of scientific and practical conferences,
and online posts by practicing specialists. The
criteria for selecting publications were both
the relevance to the research topic (search by
keywords) and the timeliness.

2. Based on the ideas gleaned from the se-
lected materials, a selection of methodological
approaches was conducted, and a guide (“road-
map”) for interviews with experts was compiled;
algorithms for price perception and purchase
decision-making were formulated (Table 1); and
scenario cases were developed to immerse in-
terviewees in various retail shopping and selling
situations (Table 2).

3. To obtain answers to the research questions,
a series of in-depth interviews was conducted,
involving more than 110 Russian experts,’ who
are simultaneously retail customers and rep-
resentatives of retail-related businesses, with
an average age of 37 years. Two-thirds of them
are women, and 59% of the respondents live in
Moscow and the Moscow region. All participants
in the study are either current students of ad-
ditional business education programs or have
been such in the past.

9 The error is estimated as /Z~ P(1—P) /n 100%, where n — is
the sample size (n=110), Z — is the standardized deviation (at a
confidence level of 95% Z = 1,96); P — is the variation for the
sample. In the worst-case scenario (When P = 50%) the error is
less than 10%, which is quite acceptable for this study, the aim
of which was merely to confirm the hypothesis that Russian
retail consumers, when considering the same price offers and
making decisions regarding the purchase of identical goods and
services, are guided by significantly different motivational rules
and behavioral criteria.

Initially, experts as representatives of the
business community were required to state
which of the approaches to pricing tasks out-
lined below, in their opinion, predominates
in the business practices of Russian retailers:

» application of cost-based pricing (costs
plus expected profit according to the estab-
lished profitability norm);

» the use of the classic price-demand rela-
tionship in formalized pricing, associated with
the difficulty of collecting and processing reli-
able data for its modeling;

Heuristic pricing — taking into account the
irrational evaluative psychology of economic
agents when making purchasing decisions
under the influence of the peculiarities of
subjective price perception, as well as due
to individual internal mechanisms and rules.

Then the interviewees acted as buyers and
were presented with seven scenario cases (left
column of Table 2): each had to match only
one of the price decision-making mechanisms
(Table 1). The question to the experts was for-
mulated as follows: “Which price and purchase
decision-making rule will you, as consumers,
follow first?” The study was open-ended —
participants were informed in advance about
its goals and objectives.

THE RESULTS OF THE STUDY
AS EMPIRICAL CONFIRMATION
OF THE AMBIGUITY OF RETAIL
PRICE PERCEPTION

The first part of the study, when experts acted
as representatives of the business, showed that
39% of them consider that Russian retail com-
panies typically use formalized pricing based
on the classic price-demand relationship. A
third of the respondents (33%) considered that
heuristic accounting of the psychology of re-
tail buyers is carried out, including the pecu-
liarities of subjective price perception and the
presence of internal mechanisms and rules for
making purchasing decisions. The remaining
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Table 2
Options of Choice for a Russian Customer Regarding Rules and Mechanisms
Decision Making about Price and Purchase, Based on the Case, in%

Desk lamp

While browsing the product catalog, you see a vintage
table lamp that perfectly matches the interior of your
home, and you feel an urge to buy it. The lamp is

expensive. You check your cash and find that you have 80 0 4 2 10 4 0
already exceeded your budget, surpassing your average
monthly expenses, and the balance on your bank card is
lower than usual.

Toothpaste
While on a trip to the store, you remember that you're

running out of toothpaste at home, and you consider v o 5 e 1 E E
two brands of toothpaste that you usually use.

Smartphone from the mobile operator

You want to change your smartphone. Your mobile
operator is running a promotion with a discount on
exactly the smartphone you need. However, upon
reviewing the details, you realize that the operator’s 2 12 50 12 10 8 6
offer is only for new customers, i.e., those who are
switching from another provider. Unfortunately, this
promotion does not apply to you, and you will have to
buy a new smartphone without a discount.

Apartment on the secondary market

You are looking for an option to buy a property on the
secondary market. You have viewed several apartments,
and one particularly caught your eye. The realtor

confirmed the cleanliness of the documents and the 2 L L 20 12 & &
possibility of the transaction. However, in your opinion,
the price is somewhat inflated by the seller and could
be lower.

Banquet at an upscale restaurant

You are hosting a banquet at a trendy restaurant.
The establishment has excellent cuisine, a pleasant 10 4 12 4 62 8 0
atmosphere, and great service. You are reviewing the
menu and placing an order.
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Table 2 (continued)

New laptop

You are choosing between three laptop models. The
first has a large screen, a super-powerful processor, and
a discrete graphics card. The second has a medium-
sized screen, a mid-range processor, and an integrated
graphics card. The third has a relatively small screen,

a weak processor, and an integrated graphics card.

The first laptop is the most expensive, the second is of
average price, and the third is the cheapest.

Personal car

You want to purchase a new car of a specific model in a
particular configuration. The dealership you approached
for the purchase informed you that there is only one
such car left in stock, and it has a minor paint surface
damage. The next batch of cars will arrive no earlier
than in a couple of months, and by that time, their price
in rubles will most likely increase. As an alternative,
the dealership offered a car of the same model but in a
more expensive configuration and at a higher price.

Source: Developed by the authors.

participants (28%) stated that cost-based pric-
ing (costs plus expected profit) prevails among
the retailers they are familiar with.

The results of the second part of the study, in
which experts acted as buyers, are presented in
Table 2 and Fig. 2, where the shares of economic
agents willing to follow a particular rule and/or
decision-making mechanism regarding price
acceptability depending on the situation are
indicated. Three important conclusions can be
drawn from the obtained data.

Firstly, although the dominant tendencies
to use certain decision-making mechanisms

depending on the case largely coincide, there
is still no complete unanimity among the in-
terviewed individuals — there is a noticeable
range of opinions. For example, in the case of
buying an apartment, more than half of the
experts (56%) noted the appropriateness of
bargaining. However, for 14%, comparing prices
was a priority; 12% would first look at the cor-
respondence between price and value, and 8%
would start with the fairness of the price. This
means that the consumer paths to forming
judgments about prices and making purchases
are quite varied.
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Correlation of price with value

Compromise between price and functionality

Price comparison

Doubts when paying

The sense of price fairness

Adjustment for supply instability
and price increase

The appropriateness of bargaining

18.6
18.0
14.9
13.7
12.3
11.7
10.8

Fig. 2. Frequency of Resorting to Various Mechanisms and Rules Regarding Retail
Prices for Decision Making by Russian Economic Agents (in per cent)

Source: Developed by the authors.

Secondly, connections have been established
between the specific content and context of the
purchase (product or service, discretionary or es-
sential, large or small, etc.) with certain dominant
rules of price perception and the most commonly
used mechanisms of consumer choice, namely:

» 80% of survey participants, when asked
whether to spend on an unplanned purchase of
an expensive desk lamp, responded that they
would follow the “Doubt at Payment” rule, con-
sidering whether they are about to spend more
than they can afford and listening to their inner
voice, feelings, and emotions;

» when buying toothpaste, 68% of the inter-
viewed will use the “Price Comparison” mech-
anism and see how the offered product price

compares to the market average and the prices
of similar products;

« consider the feasibility of purchasing a
smartphone from “their” mobile operator, 50%
of the study participants will do so, guided by
the “Perception of Price Fairness” according to
their personal opinion on whether it is reason-
able and justified,;

 thinking about the offer to buy an apart-
ment on the secondary market, 56% of experts
will inquire about the “Possibility of negotia-
tion”, i.e., whether the price will be a subject of
discussion with the seller regarding the likeli-
hood of its reduction;

« when ordering a banquet at a trendy res-
taurant, 62% of experts will follow the “Price-
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Value Ratio” rule, weighing whether the re-
quested price matches the level of service and
the establishment’s image;

» when choosing a laptop, 82% of experts
will make a “Compromise between price and
functionality” provided that the computer has
the required user options and technical speci-
fications;

» when purchasing a new car, 68% of re-
spondents will make an “Adjustment for sup-
ply instability and expected price increase”,
considering whether another opportunity to
buy will arise and what will happen with the
price.

Thirdly, decision-making mechanisms vary
in terms of universality and frequency of ap-
plication. The rules “Price-Value Correlation”
and “Compromise between Price and Func-
tionality” are mentioned more frequently than
others. When considering the organization of
a banquet, as well as the purchase of tooth-
paste, an apartment, a car, a desk lamp, and
a laptop, respectively 62, 18, 12, 10, and 8%
of the study participants will follow the first
rule. In contrast, 82, 12, and 8% will follow the
second rule.

Overall, the study allows us to draw several
general conclusions, namely:

 the perception of retail prices by Russian
consumers is pluralistic in nature; it is ambigu-
ous and multifaceted.

 the reaction of an economic agent to a
price can arise spontaneously and often occurs
irrationally.

» buyers consciously or unconsciously ad-
here to certain stereotypical approaches and re-
sort to standard decision-making mechanisms
regarding prices;

» when forming a personal opinion about
the price and feasibility of a purchase depend-
ing on the situation and informational context,
consumers are guided by various internal mo-
tives, emotions, techniques, and restrictive rules,
such as payment doubts, price comparison, the

sense of price fairness, the appropriateness of
bargaining, correlating price with value, the
compromise between price and functionality,
adjusting for supply instability and price in-
creases;

» the observed changes in product offer-
ings under current conditions, possible disrup-
tions in individual product supplies, and rising
inflation can lead to the formation of an opin-
ion about the lack of alternatives to the current
price and push towards accelerating the planned
purchase.

CONCLUSION

It can be acknowledged that under modern
economic conditions, the principle of utility
maximization in rational consumer behavior
is good for explaining how free markets reach
equilibrium without any regulatory interven-
tion. However, this rule proves insufficient for
accounting for the peculiarities of the cogni-
tive processes underlying the perception of
retail prices of specific products by mass Rus-
sian consumers, which should be taken into
consideration in practical pricing.

The main scientific result of the conducted
research is the confirmation that the contem-
porary perception of retail prices by Russian
economic agents is ambiguous, individual, and
subject to cognitive distortions. It is based on
the use of certain internal decision-making rules
and the application of a number of characteristic
mechanisms, and it significantly depends on the
context of the specific case and the presenta-
tion of informational content. The final attitude
towards the price is formed due to personal
psychological traits and tendencies, activated
consciously or unconsciously. All this expands
the practical basis for price formation in Rus-
sian retail and indicates a conceptual direction
for further study of the nature of retail prices.

Limitations of the results and directions for
further research. The conducted study raises
new questions that require further scientific
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inquiry. Based on an analytical review of previ-
ously published papers, seven mechanisms and
rules of perception of retail prices by economic
agents were identified and examined. However,
it is not obvious that this list is exhaustive and
definitive. In addition to the identified seven,
other equally important algorithms may be
discovered, for example, those related to the use
of discount-bonus systems and anchor prices
by sellers [32-34].

Another aspect of the problem is identifying
the relationship between the mechanisms and
principles of decision-making under consid-
eration and how they interact, whether there
are any common motives and fundamental
factors underlying these mechanisms, and
whether there is some initial basis from which
all these rules derive. In this regard, it can
be assumed that the activation of any fun-
damental principal triggers others. Moreo-
ver, it seems that different consumer psych
types have specific characteristics in making
price-related decisions — for example, misers
may lean towards one mechanism of price
perception, while spendthrifts may lean to-
wards another. The assumption that people
use different rules depending on the context
is intuitively appealing in terms of seeking
answers to the posed questions. To approach
an explanation of how economic agents link

a particular mechanism of purchase decision-
making in a specific situation, it would be use-
ful to construct a decision tree that takes into
account the rational and irrational components
of this process.

And finally, without rejecting the assump-
tions that economic agents may have sufficient-
ly stable purchasing preferences, are mostly
inclined to maximize consumer utility, and are
not limited in cognitive abilities, it is advisable
to continue exploring the possibility of modi-
fying the classic price-demand relationship by
introducing empirical adjustments that take
into account the psychological aspects under-
lying spontaneous judgments about prices and
irrational product preferences of domestic retail
consumers.

All the issues raised by the authors of the
article indicate the need for continued research,
the results of which are intended to deepen
today’s understanding of how retail prices are
perceived by Russian economic agents, as well
as to assist domestic entrepreneurship in im-
proving retail pricing for consumer goods and
services in our country. The results obtained and
the conclusions drawn during the work should
be used in teaching management disciplines
in higher education institutions that prepare
specialists for work in the modern economy of
Russia.
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