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Abstract: Dynamic pricing has become a prevalent pricing practice in digitally enabled markets 

where prices may vary in accordance with consumers' idiosyncratic attributes, purchase situations, 

demand state, browsing behaviour, and subjective preferences. Though personalised pricing can 

potentially create market efficiencies and consumer value based on contextualised needs, personalised 

price presentation may also influence consumers' perception of affordability, evaluation of 

alternatives, and financial decision-making. This conceptual paper explores the effect of dynamic 

pricing personalisation on consumers' financial decision-making from the multidisciplinary 

perspectives of behavioural economics, consumer psychology, and digital marketing. The paper 

initially elaborates on perceived price fairness, price transparency, personalisation, perceived value, 

and psychological price sensitivity as the underlying drivers shaping consumers' financial decision-

making. It then proposes that personalised price presentation can enable consumers' intention to spend 

more, influence purchase timing, and alter perceptions of budgets and willingness to pay a premium 

when they interpret prices as personally tailored. The paper also points to the possible trade-off 

between convenience and consumer autonomy and states that consumers' mental reference prices and 

spending valuations may gradually change under repetitive presented prices. Derived from various 

perspective integrative discussions, the proposed conceptual framework elaborates how dynamic 

pricing personalisation can affect consumers' financial decision-making with psychological and 

perceptual mechanisms. The paper concludes with theoretical implications as research discussion and 

directions for future research. 
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I. INTRODUCTION 

Digital markets have adopted dynamic pricing features that allow for adjustments in prices depending on demand, 

context of purchase, consumer preferences, and market context. Many online shopping, travel, subscription-based, and 

data-driven marketing environments feature variable pricing depending on time, platform, and purchase context. While 

dynamic pricing aids profit maximisation and meets current market demand, the personalisation of prices raises 
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concerns regarding consumer financial decision-making. Price personalisation can be defined as using consumer-

related information to adapt prices to individual customers or clusters of customers. Such practice can influence 

consumers' perceptions of affordability, choice alternatives, and usefulness of value. Personalised offers can increase 

consumers' willingness to pay for products or services, but unexplained price variation in the environment can lead to 

perceptions of unfairness and reduced trust. These reactions can impact purchase intention, purchase timing, cost 

estimates, and consumers' willingness to pay. Financial decision-making depends not only on real prices, but also on 

consumers' psychological interpretation of the offering. Consumers' perceived fairness of prices, price transparency, 

perceived value, and price sensitivities are potential mechanisms to explain the effects of price personalisation on 

consumers' financial decision-making. In this conceptual study, these factors are integrated into a framework to 

investigate how personalisation influences consumers' financial decisions, emphasizing responsible business practices 

and consumer autonomy. 

 

II. REVIEW OF LITERATURE 

The existing literature on dynamic pricing sets the groundwork for the relationship between changes in price and 

consumer reactions. Kannan and Kopalle (2001) explore the implications of E-commerce to pricing research and 

consider the wider issue of understanding pricing decisions in markets that are enabled by technology. Both of these 

articles provide a basis for exploring how the digital environment is changing pricing practices and also how consumers 

are reacting to the changes that are occurring. Garbarino and Lee (2003) look specifically at dynamic pricing in internet 

retailing and demonstrate the importance of understanding how consumers will react to changes in price. Their work is 

relevant to pricing techniques in an online environment and how this affects consumer responses and perceptions. Xia, 

Monroe and Cox (2004) create a conceptually grounded framework of price fairness. They identify that consumers 

evaluate differences in prices through comparisons, perceiving the motives behind the pricing and the information that 

surrounds the different prices. Thus, they conclude that whether consumers will accept personalised prices will depend 

on how the variations in price are justified. Haws and Bearden (2006) investigate consumer reactions to differential 

pricing and contribute to the understanding of whether certain pricing practices are perceived as fair and how this 

affects purchase-related evaluations and decisions. This research shows the importance of fairness in different prices 

being offered for similar products or services. Indeed, behavioural economics offers a further perspective. Kahneman 

and Tversky (1979) established prospect theory, finding that individuals evaluate outcomes relative to reference points 

and do not only focus on absolute monetary amounts. This is relevant to personalised pricing because consumers may 

develop a reference point for pricing in a series of repeated sales and thus evaluate gains and losses accordingly. Thaler 

(1985) explains how people categorise and evaluate financial outcomes in a different way depending on its perceived 

purpose, what it is for and its context, yet referring to a form of reference point. These studies have laid important 

foundations to do with digital pricing, perceptions of fairness, reference dependence and financial evaluation. However, 

an overarching framework connecting personalised pricing with consumers financial decisions will be a helpful 

framework to develop. 

 

III. STATEMENT OF THE PROBLEM 

Digital platforms increasingly use consumer information, purchase history, browsing behaviour, demand signals and 

context information to dynamically optimise prices and personalise offers. Although these practices may enhance price 

efficiency and relevance, they can also undermine transparency about and affordability of prices, fairness of prices and 

variation in prices offered to individual consumers. Consumers may not be able to make meaningful distinctions 

between demand-based price variation and personalisation at individual level and thus purchase based on their 

perceived savings, convenience and personalised value rather than their actual budget constraints and preferences. 

Perceived, repeated variations in prices can also influence perceived, reference and search prices and thus consumers' 

willingness to pay and spend. The overarching issue is that the potential psychological pathways between the 

knowledge about and the experience of personalised, dynamic pricing and consumers' financial decision-making have 
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yet to be integrated into a conceptual account that specifically relates perceived price fairness, perceived price 

transparency, perceived value and psychological price sensitivity to consumers' likely spending, purchasing timing, 

perceived budgeting and willingness to accept higher prices. 

 

IV. RESEARCH GAP 

Previous literatures investigated dynamic pricing, price fairness, reference-dependent evaluation, and mental 

accounting independently. Lack of conceptual integration concerning the effect of perceived price fairness, price 

transparency, perceived value, and psychological price sensitivity on consumers' financial decisions also requires 

significantly more attention considering their roles in informing information load, spending, budgeting, timing of 

purchase, willingness to pay, along with the consumers' control over these considerations. This study provides a 

conceptual framework of the personalisation of dynamic pricing and consumer financial choices with a tight focus on 

the underlying mechanisms. 

 

V. RESEARCH OBJECTIVE 

Conceptually investigate a consumer's financial decisions based on impact of dynamic pricing personalisation through 

perceived price fairness, price transparency, perceived value and psychological price sensitivity. 

 

VI. RESEARCH METHODOLOGY 

The research adopts the conceptual research method of narrative literature review and theoretical synthesis of prior 

literature on dynamic pricing, behavioural economics, consumer psychology and digital marketing. Literature data are 

analysed to gather relevant prior research with regard to price fairness, consumer reference point, perceived value, 

perceived prices, financial evaluation, and the conceptual linkages of the theories are identified and a synthesis. 

Dynamic pricing personalisation is the independent variable, perceived price fairness, perceived price transparency, 

perceived value and psychological price sensitivity are the independent explanatory mechanisms, whereas consumer 

financial choices constitute the dependent variable which is operationalized as purchase timing, intentions of purchase, 

perceptions of budgeting and willingness to purchase at a higher price. Based on the synthesis a conceptual model with 

expected relationships among constructs is identified and argued. No primary data are collected, no statistical analysis 

or testing, no hypothesis testing or empirical validation are performed. Therefore, the phenomena and conceptual 

relationships presented in the model are propositions that need to be explored in future empirical research. 

 

VII. CONCEPTUAL FRAMEWORK 

Explanation of the conceptual framework 

7.1. Dynamic pricing personalisation → Perceived price fairness 

When consumers receive prices that appear tailored to their purchasing circumstances, they may perceive the offer as 

beneficial or unfair. Fairness depends partly on whether the price difference has a reasonable explanation and whether 

comparable consumers appear to be treated appropriately. Unexplained differences may reduce trust and discourage 

purchases, whereas justified discounts may encourage acceptance. 

7.2. Dynamic pricing personalisation → Price transparency 

The way a platform communicates price changes can influence consumers’ understanding of the offer. Clear 

explanations of discounts, conditions, and price variations may help consumers make informed comparisons. 

Conversely, unclear or undisclosed personalisation may increase uncertainty and make it difficult to assess the actual 

cost of a purchase. 

7.3. Dynamic pricing personalisation → Perceived value 

Personalised offers may increase perceived value when consumers consider the price attractive relative to the product’s 

benefits, quality, convenience, or alternatives. However, an apparently exclusive offer may also encourage a purchase 
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that consumers would otherwise postpone. Perceived value therefore depends on both the monetary price and the 

consumer’s assessment of the benefits received. 

 
7.4. Dynamic pricing personalisation → Psychological price sensitivity 

Exposure to changing prices may influence how strongly consumers react to price differences. Consumers who are 

highly attentive to monetary costs may compare alternatives more carefully, while those who focus on convenience or 

individualised benefits may be less responsive to some price increases. The direction of this relationship may depend 

on the consumer, product, and purchasing situation. 

7.5. Perceived price fairness → Consumer financial choices 

When consumers regard a price as fair, they may be more willing to purchase, accept the offer, or pay the stated 

amount. Perceived unfairness may encourage postponement, switch platforms, or rejecting the transaction. These 

responses may influence spending intentions and purchase timing. 

7.6. Price transparency → Consumer financial choices 

Transparent price information can support informed comparisons and help consumers evaluate whether a purchase fits 

their budget. When pricing conditions are unclear, consumers may underestimate the total cost or find it harder to 

assess alternatives. Transparency may therefore support more informed financial decisions, although it does not 

automatically guarantee financially prudent behaviour. 

7.7. Perceived value → Consumer financial choices 

When perceived benefits outweigh the perceived monetary sacrifice, consumers may be more willing to spend or accept 

a higher price. However, a high perceived value does not necessarily indicate affordability. Consumers may still exceed 

their intended budgets when the perceived benefits of an offer dominate their financial considerations. 

7.8. Psychological price sensitivity → Consumer financial choices 

Higher psychological sensitivity to price changes may encourage consumers to compare offers, delay purchases, and 

avoid expensive alternatives. Lower sensitivity may increase acceptance of price increases when convenience, urgency, 

or product benefits dominate the decision. Nevertheless, the relationship is contextual and should not be interpreted as 

universally positive or negative. Overall, the framework proposes that dynamic pricing personalisation can influence 

consumer financial choices both directly and through the four explanatory constructs. Their relative influence may vary 

according to consumer characteristics, product type, pricing context, and the degree of transparency. 
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VIII. RESEARCH DISCUSSION 

The proposed framework also hints that dynamic pricing personalisation can extend beyond a revenue-management 

strategy. It has the potential to influence consumers' understanding of prices, assess benefits, and evaluate their 

financial welfare in digital markets. First, perceived price fairness may be a key factor in acceptance of personalised 

prices, either as a result or an indication of discrimination. If consumers see price changes as justified and fair, they 

may be more accepting of buying online; if not, perceived unfairness can reduce trust and raise concerns about finding 

alternatives. This is consistent with the recent price fairness literature proposed by Xia et al. (2004). Second, price 

transparency may also affect consumers' ability to evaluate the financial welfare of personalised prices. Providing 

detailed explanations of pricing circumstances can facilitate comparison of prices; meanwhile, withholding such 

explanations could leave consumers confused and unaware of potential discounts. Third, perceived value may 

encourage consumers to spend more only if they believe benefits outweigh the monetary cost. However, perceived 

value and affordability are different issues; consumers may find value in an offer yet still overspend. This raises the 

importance of exploring the financial implications rather than just purchase intentions. Fourth, psychological price 

sensitivity may have different outcomes depending on how consumers respond to reported prices; price-sensitive 

consumers who carefully watch out for prices may have more tendency to compare prices to decide on a course of 

action; meanwhile, consumers who focus on convenience or reward might benefit more from the online-exclusive 

nature of prices. Prospect theory (Kahneman & Tversky, 1979) provides a theoretical framework to understand the 

different impacts of changing price points in this scenario. Overall, the above discussion implies that personalised 

prices may have both positive and negative consequences to consumers' welfare, which likely hinge upon how 

consumers understand, value and response to prices in the digital space. The above propositions are conceptual and 

require empirical confirmation. 

 

IX. FUTURE SCOPE OF THE STUDY 

In the future, researchers can empirically test the framework by conducting surveys about consumers' perceived 

spending decisions in consumer's behaviour and how these affect financial decision-making through dynamic pricing 

personalisation. The proposed framework can be further tested by testing the mediating effect of perceived price 

fairness, price transparency, perceived value and psychological price sensitivity. It can also be expanded to include 

other markets such as online shopping, online travel, food delivery and subscription services. Future research can also 

look into how consumer responses vary due to age, income, level of financial literacy, level of digital literacy and 

experience with online shopping. Conducting experimental studies on transparent and opaque pricing scenarios can also 

help determine the effect of the scenarios on perceived price fairness, willingness to pay and spending behaviour. 

 

X. CONCLUSION 

Personalisation through dynamic pricing is a valuable advancement in the digital marketplace because it can lead to 

prices becoming adapted to dynamic marketplace conditions and dynamic consumer-related information. But it is not 

only dynamic efficiency that is at stake because consumers tend to perceive prices not only in terms of financial 

implications but also in regard to their psychological and perceptual impact. The conceptual study presents a 

framework, that implies a link between dynamic pricing personalisation and consumer financial behaviour via 

perceived price fairness, price transparency, perceived value and psychological price sensitivity, that may affect 

transaction-related spending intentions, purchasing time frames, budgeting perceptions and willingness to pay a higher 

price. It also sheds light on the fact that perceiving a sales offer as valuable does not automatically mean that it is worth 

the financial investment. The main message is that personalisation on an individual level should not be solely assessed 

through sales, revenue or conversion rates, because the average consumers' understanding and decision-making need to 

be taken into account as well. Transparent communication and responsible personalisation can both make the digital 

marketplace efficient and fair for consumers and business owners. Because it is a conceptual paper, the proposed 

relationships are not empirically proven. The framework should be tested with different consumers and digital markets 
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in future studies, thus contributing to a holistic understanding of the nexus between data-based pricing, consumer 

psychology and financial decision-making. 
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