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Modern Consumer Psychology and Its Impact on
European Market

Abstract

This thesis was created to analyze consumer psychology in the European market that
took place in recent years. People’s purchasing decisions were changing because of high
inflation and the energy crisis in Europe. Other trends influenced the European market as
well, e.g., environment-friendly goods, online shopping, and marketing on social media.

The first part of the literature review consists of essential principles of economics,
consumer psychology, and factors affecting consumer behavior. The second part studies
modern consumer buying tendencies and how the pandemic, high inflation rates, and energy
crisis affected consumer behavior. The third part is about the European market and the
current market situation related to e-commerce, the consequences of the pandemic, and
consumer behavior in conditions of high inflation and energy crisis.

The practical part is based on own online survey, asking people how they react to
current conditions of high inflation, energy crisis, and new consumer trends. Hypotheses
related to consumer consumption during turbulent times in 2022 and online shopping after

the pandemic were analyzed using observational, comparative, and experimental methods.

Keywords: consumer psychology, European market, online shopping, pandemic, inflation,

energy crisis, e-commerce, turbulent times, consumer expenditure.



Moderni spotiebitelska psychologie a jeji dopad na
evropsky trh

Abstrakt

Tato bakalaiska prace byla vytvorena za ticelem analyzy spotiebitelské psychologie
na evropském trhu v poslednich letech. Nakupni rozhodnuti lidi se ménilo kviili vysoké
inflaci a energetické krizi v Evrop€. Evropsky trh ovlivnily 1 dalsi trendy, napt. ekologické
zbozi, online nakupovani, marketing na socidlnich sitich.

Prvni cast literarniho piehledu se skladd ze zakladnich principi ekonomie,
spotiebitelské psychologie a faktort ovlivitujicich spotiebitelské chovani. Druha ¢ast se
zabyva modernimi ndkupnimi tendencemi spotiebitelt a tim, jak pandemie, vysok4 mira
inflace a energeticka krize ovlivnily spotiebitelské chovani. Treti ¢ast je o evropském trhu a
soucasné situaci na trhu souvisejici s e-commerce, disledky pandemie a chovani spotiebiteli
v podminkach vysoké inflace a energetické krize.

Prakticka cast je zalozena na vlastnim online priizkumu, ktery se pta lidi, jak reaguji
na aktualni podminky vysoké inflace, energetické krize a nové spotiebitelské trendy. Pomoci
pozorovacich, srovnavacich a experimentalnich metod byly analyzovany hypotézy tykajici

se spotieby spotiebitell v turbulentni dobé v roce 2022 a online nakupovani po pandemii.

Klicova slova: psychologie spotiebitele, evropsky trh, online nakupovani, pandemie,

inflace, energeticka krize, e-commerce, turbulentni doba, spotiebitelské vydaje.
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Introduction

Consumer psychology is a critical aspect of the economy as it dictates trends that
producers have to follow and defines how, when, and why people are making purchasing
decisions. It can be influenced by different social and personal factors, innovative
technologies, crises, market situations, and social and economic trends evolving in society.
Engagement in consumer psychology topic is crucial for every producer, economist, and
business. It is what explains what and why consumers will currently buy, how long this trend
will be on the market, and how it will affect the market itself.

Recently a lot of occasions were affecting consumer behavior and purchasing
decisions on the European market — pandemic and restrictions related to it, high inflation,
the recently emerged energy crisis and parallelly with it other consumer trends not related to
the financial situation. The pandemic severely affected the entire world, and its
consequences are still perceptible, high inflation and the energy crisis have had a notable
impact on the market and especially on consumer behavior. This is the reason this research
was conducted — to analyze how these circumstances influenced consumer behavior — to
discover whether people started spending less and whether it had other impacts on the
European market in 2022.

An overwhelming majority of the European population uses mobile phones to have
access to the Internet. 68 percent of individual consumers in the European Union bought
goods online for private use at least one time. It is an 18,5 percent increase from 2017
(Digital economy and society statistics - households and individuals, 2022). That clearly
shows that trend for online shopping is evolving, and it is a good opportunity for businesses
to increase the sales and loyalty of their customers. Another main objective of this research
paper is to test whether people started buying online more often after the pandemic.

Businesses’ everyday task and problem is what to produce, for whom, and how to
present it to their customers. Analysis conducted in this paper will provide businesses with

several insights into this question regarding current consumer behavior and online shopping.
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1 Objectives and Methodology
1.1 Objectives

This paper aims to study how consumer psychology and behavior affect the European
market. The exact hypotheses were created to specify the objectives of the work:
e HI: People will spend less during turbulent times of economic uncertainty in 2022
(e.g., high inflation, energy crisis).
e H2: People started shopping online more often after the COVID-19 pandemic.

Other possible trends emerging in the European market will be analyzed.
1.2 Methodology

This research is based on qualitative and quantitative data obtained during market
research. Further quantitative research is based on data gained with the help of observational
and experimental strategical methods which were used during the test of hypotheses. The
observational method was used during the survey, which helped to acquire quantitative data
and contained a limited number of the most chosen and certain answers. Answers on the
survey were limited for easier interpretation and work with the data. Data from the survey
were compared, distributed, analyzed, and presented in a graphical approach using Microsoft
Excel. During the test and analysis of hypothesis 1 experimental methodology was used —
Spearman’s correlation coefficient method was used to measure the relationship between
household consumer expenditure and inflation. Comparative methods were used to discover

the relationship between consumer expenditure and e-commerce revenues.
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2 Literature Review

2.1 Consumers and Consumer Psychology

2.1.1 Essence

A consumer is a person or a company that purchases goods from another person or
company. Consumers are the driving force of economics and play the most essential role in
economic relations. If customers are willing to pay more for the good, it will force
manufacturers to produce and supply more of this product. This is the basic rule of
Economics: the law of supply and demand. (Smith, 1993).

This law explains how the market is working. The higher the price of a product — the
more suppliers want to suggest this product on a market. This is, in fact, a law of supply.
The law of demand works oppositely: the higher the price — the fewer customers want to buy
this product. This law is basic and does not describe all possible situations in a market, but
it can give an idea of how to work and interact with the market and customers (Gordon,

2022).

Scarcity

The law of demand shows that normally buyers want to pay as low as the possible
price for the goods because their resources, namely, money are limited. And they are trying
to get as many useful resources as possible at the lowest possible cost. This leads to the main
economic problem — the scarcity of resources, while all human beings have unlimited wants.
The question is: how to manage resources in the most efficient way to get more resources so
more people can use them and satisfy their needs? Each country and society have to answer
some questions that have been asked since the dawn of human civilization: “What and how

to produce?” and “Who should get the goods produced?”

Maslow’s hierarchy of needs
At the first sight, it could seem that people only need a roof over their heads, food, and
water, which sounds quite achievable for each society to provide to every member. But

nature tells otherwise - always there will be a better way of living that can be achieved, better
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housing, and better food; once people satisfy their current level of needs, there will be new
ones, for example, in prestige, education, and self-realization. Those levels were discovered
by Abraham Maslow and divided into the hierarchy of needs, which contains five distinct
levels such as physiological needs, safety needs, love and belonging, esteem, and self-
actualization. These levels are arranged in the sequence of increasing human needs, meaning
that physiological needs are the very first and most basic needs and desires of a person, while
self-realization is not the most essential one at all and only appears only after a person has
satisfied the previous ones. Unsatisfied needs can make the person upset, disappointed, or
angry or can even lead to illnesses (Maslow, 1943). Figure 1 illustrates the significance of

meeting basic needs first and the exact order in which the next needs can be satisfied.

Figure 1. Maslow's hierarchy of needs

Self-actualization

desire to become the most that one can be

Esteem

respect, self-esteem, status, recognition, strength, freedom

Love &
friendship, int!

Safety needs

personal security, employment, resources, health, property

Physiological needs

air, water, food, shelter, sleep, clothing, reproduction

Source: Mcleod, 2022.

1. Physiological needs.

This is the most fundamental level of needs required for human survival. On this level
it is impossible to talk about a person’s mission and way of self-realization, people do not
even think about such things when they do not have food, water, or shelter. Fortunately,

there are fewer and fewer people at this level because technologies are developing that allow
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the production of more resources, and people are finding better methods of distributing those

resources to the population (Mcleod, 2022).

2. Safety needs.

People want to feel safe and be sure in their next day on this level of needs. People
want to feel physically safe — that no one will steal their belongings and kill them — as well
as financially safe, that they will have enough money to meet their physiological needs. To
satisfy this level of needs — police, schools, banks, and different types of employment were

developed (Maslow, 2012).

3. Love and belongingness needs.

Once people obtain all they need to live a comfortable life, they start feeling a lack of
intimacy and closeness. They want to love and be loved by another person. Loneliness, the
desire to talk to someone heart to heart, to share experiences, and to be heard and understood
— are the natural desire of human beings, and almost every person has ever experienced it

(Mcleod, 2022).

4. Esteem needs.

The fourth level includes two types of esteem needs: inner esteem and respect from
others. The first type means healthy self-esteem, a feeling of success, independence, and
strength, while the second type stands for respect from other people, prestige, and status

among others (Hopper, 2020).

5. Self-actualization needs.

This is the last level of needs in Maslow’s hierarchy. This level can be satisfied only
after satisfying previous ones, so it takes a lot of effort from individuals to get to this level.
It is about self-realization, self-actualization, finding the right job which makes an individual
happier, helps to unlock the full potential of a person and to achieve inner harmony in life

(Hopper, 2020).
Every person has their way and methods of satisfying their needs. It takes a lot of time,

resources, and effort for satisfying each next level of needs. This fact proves that the proper

allocation of resources is an initial task for every society.
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Demand curve

To satisfy customers’ needs, it is essential to understand their logic and behavior. As

already mentioned above, customers intend to save their resources (in the modern world,

money) as much as possible to be able to get more resources. This fact is analyzed and

described by the law of supply and demand. To better understand the willingness of

customers to buy products or services, it is necessary to have a look at the demand curve.

(Marshall, 1890). Figure 2 below shows the relationship between the price of a good and

the number of goods. This is an inversely proportional relationship — the higher the price,

the less quantity will be purchased.

Figure 2. The demand curve.

Price

Quantity

Source: The Investopedia team, 2022.

Demand is determined by:

Income. This is one of the most decisive determinants of demand. If the population or
one person does not have the resources to buy, there is no option for the product to be

sold (Amadeo, 2022).

Taste and preferences. Another extremely important determinant that is hard to

influence. Taste is a purely individual factor. Producers can just choose their target
audience and try to predict and adjust to their preferences (Mahr, 2022).

Prices of substitutes and complements. Substitutes are products that can replace the exact

product. If the price of a substitute decreases — people will be willing to buy a cheaper
substitute, so demand for our product will decrease. For example, if Starbucks increases
the price of its coffee, customers will likely go to Costa Coffee because these companies

offer nearly the same products, and for customers, almost nothing will change. If the
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price of the substitute rises, demand for the product rises as well, because it is the
cheapest option.

The different situation is with complement goods. Complements are the products or
services that are usually bought together. When the price of complementary goods
increases, demand for the product or service will decrease. For example, if gas prices
rise (or continue to rise), people will be less willing to buy cars running on gas. So, if
prices for complements decrease, it will positively affect demand for the product
(Amadeo, 2022).

e Population. This point is very general in its description of one specific product or service,
but it perfectly describes the situation in the entire market. Producers cannot sell a lot of
their products if their target audience is not large enough. It can be easily noticed in the
market of products/services for children or elderly people (Amadeo, 2022).

e Expectations. All markets are affected by expectations. If people expect an increase in
prices soon, it will force them to buy more now. The real example was observed on
August 31, 2022, in Germany, when the government's summer fuel discount expired
(Petrol and diesel fuel cost more in Germany again than in all neighbouring EU
countries, 2022). Car owners anticipated the price increase, so all gas stations were

packed the day before the expiration of the discount (Mahr, 2022).

These five factors are the most important ones for determining demand. Producers and
businesspeople have to be able to predict the changes in demand in order to offer their
customers goods that they are willing to pay for. There is a study that can help producers

with this challenging task. It is called consumer psychology.

Consumer psychology

Each company wants to have a high demand for the goods and services they are
selling, moreover, it is their guarantee for staying on the market and having success. It is
obvious that companies and businesspeople have to understand the needs and wants of their
customers, including their psychology, in order to offer them products that are necessary for
them and that people are willing to pay for.

To deal with this task, it is necessary to guess customers’ thoughts and predict their

preferences and wishes. Nevertheless, it sounds exceedingly difficult and probably even
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impossible if imagine that each company or producer in the world has to deal with this
problem, it is quite an achievable goal considering that evolution ordered that such an aspect
as predictability is especially important for the human psyche. Therefore, people can predict
other people’s behavior and try to manipulate it in some way. This is called psychology. In
business terms, it is known as consumer psychology, and it studies how individuals and
companies are making the decisions to buy goods or services, which selection methods they
use before buying, and how they feel or think about purchasing (Cherry, 2021). Furthermore,

it also studies the way of persuading people to purchase a good.

2.1.2 Types of consumer buying behavior

Consumer buying behavior depends on the product or service that the consumer needs,
which is obvious because behavior and attitude differ at the moment of buying, for example,
apples and cars. Most likely, customers will spend more time thinking about and analyzing
different options before buying cars than apples and will feel and think differently about the
purchase, and this is exactly consumer buying behavior. The theory of consumer buying
behavior was perfectly described by Henry Assael (Assael, 1974) and used for understanding

customers.

These are the main types of factors forcing customers to buy one or another product or
service:

e Personal factors. These factors are extremely hard to influence because they depend

only on individual preferences. However, personal taste can change throughout life.
e Social factors. This category includes the whole person’s environment — family,

friends, school or university, work, social media, news, and education that person

received. To manipulate these factors, the factors themselves have to be changed.

e Psychological factors. Category of individual reactions and attitudes to various

products. It all depends on each person’s perception and way of thinking (Radu,

2022).

Types of consumer behavior
As mentioned previously, consumer behavior depends mainly on the product that the

consumer wants to buy. Meaning, first of all, the price and also the personal preferences.
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The higher the price and the more customers are interested in what they are buying, the more
emotionally and financially involved they will be in the process of buying. Producers have
to understand which type of behavior their customers usually have when buying their goods
to be able to run a working marketing strategy and to know what to change if the demand is

not strong enough. (Assael, 1974)

1. Complex buying behavior.

This type of behavior appears when customers are planning to make a big purchase
and spend a lot of money. Not only that case but also when the purchase has a high personal
value for the customer or involves considerable risk. Expensive purchases do not usually
happen often, so customers are highly involved in the purchase and do extensive research in
advance to be familiar with the topic. In the case of personal preference or experience, brands
can also be a good reason for the customer to prefer one product over another. In this case,
the customer will spend a lot of time analyzing all feasible options and will ask for advice
from friends, family, or experts because of the uncertainty. An example is buying a car or a
house. People usually do not choose this kind of purchase at first glance; they spend time on

research to evaluate all risks before making their final decision (JP Arnaud-Marquez, 2022).

2. Dissonance reducing buying behavior.

Is remarkably similar to complex buying behavior because it also happens during less-
frequently done purchases, and the biggest problem for this type is connected to the fear of
regretting this decision afterward and making the wrong choice. This very often happens
when the market is full of comparable products and the visible differences between them are
small. The importance of the brand is lower here. Because of this fear, customers are highly
involved in this purchase and also spend tons of time thinking about what to choose.

A typical example can be the choice of shade of color for the walls at home during renovation

or the choice of wedding rings (Grayson, Hibbard and Kotler, no date).

3. Habitual buying behavior.

This is the most common behavior that we face in everyday life. This type is
characterized by a low level of involvement in the buying process and also has low brand
loyalty because usually this kind of product is offered by many brands and has minor

differences that do not make a lot of sense for the customer, so the customer prefers the brand
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with the cheapest price. This kind does not show a significant difference in choice of brand,
so customers do not pay attention to brands. This kind of behavior can be easily traced during
everyday purchases in the grocery store when people are buying food or personal care items,

for example, tea, bread, or shampoo (Baldocchi, 2022).

4. Variety seeking buying behavior.

This type of behavior differs from others at the point of motivation. The motivation
for choosing another product is coming not because of dissatisfaction with the previous
choice but because the customer is looking for something new, in other words, because of
boredom and a willingness to experiment. This type has the lowest level of involvement and
brand loyalty because of the desire to find something new, and everything else does not
matter to the customer. In this case, brands can play a crucial role because, in the position of
seeking variety, customers can feel the desire to try out contemporary brands that they have
never tried before. A good example of a product can be a different scent of shower gel, the
color of nail polish, or shower gel (JP Arnaud-Marquez, 2022).

Based on the previous research, types of consumer behavior can be divided into two
broad categories which are presented in Figure 3:

- By degree of involvement: high or low,

- By preference of brands: significant or few (Radu, 2022).

Figure 3. Types of consumer behavior.
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This typology can help companies and businesspeople understand how to influence
customers based on their purchasing habits. It can give an idea to the marketing

department of a company about how to make an effective advertisement campaign.

For example,

- When customers have complex buying behavior, it is better to improve the quality-
price ratio or add unique features to products that other companies cannot offer.
Also, a rational decision can be made by building a good before-buy service that
can help customers with the choice and will educate them in the chosen field. This
service will build trust in the company, and most likely, customers will choose this
brand.

- Forreducing the fear of regret for Dissonance reducing buying behavior customers,
it is better to provide high-quality after-purchase customer care with the possibility
of exchanging the product for another one (if it is possible for this type of product).

- Companies should run regular advertisements to remind their customers about
themselves when dealing with customers with habitual buying behavior, so
customers will remember this brand among tens of others.

- To stand out from other products and brands for customers with variety seeking
buying behavior, brands better have new features and varieties that other brands

do not have to attract the attention of customers to a new variety.

2.1.3 Factors affecting Consumer Behavior

In order to increase sales and revenues, producers have to understand what affects
consumers’ choices and how they can influence them. Consumer behavior factors are the
criteria by which marketers identify their target market, including whether consumers shop
frequently or infrequently, and whether they research what they want to buy or buy on a
fleeting desire. Knowing what influences customers to buy enables marketers to connect
with them emotionally and develop a lasting relationship, which in turn gives them the extra
advantage of receiving recommendations from their family and friends. This kind of

information provides a great strategy for reaching profitability. Personal, psychological, and
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social are the three main groups of factors (Brown, 2006). Another key factor is the economy,

which affects the consumer’s economic situation and the opportunity to purchase products.

e Personal factors.
Personal factors are the most significant of all. Among them are age, sex, occupation,
lifestyle, place of domicile, and economic conditions. Age can be an indicator of the
consumer's life stage, such as being a student, a young professional, in a family-raising stage,
or retired, which can affect their spending habits and purchasing decisions. People of
different ages will not purchase the same things, teenagers are interested in purchasing
computer games, while middle-aged consumers tend to buy properties, vehicles, or
investment products. As consumers age, their health concerns may change, affecting their
demand for certain products, such as healthcare products and services. Age can also be
related to a consumer's income level, as people generally earn more as they progress in their
careers. Younger consumers are generally more familiar and comfortable with technology,
which can impact their preferences for products or services. Personal factors are given, and
producers and firms cannot affect them, they can only choose the social group to which they
want to sell their products and make them more suitable and interesting for this particular

group (Grayson, Hibbard and Kotler, no date).

e Psychological factors.
Inner characteristics and behavior shape one's personality. This distinguishes a person.
People's behavior is influenced by their personal characteristics. However, establishing a
reliable link between individual personality and behavior type is difficult. Human
psychology is a key factor influencing consumer behavior, although it is difficult to quantify.
Several psychological factors influence consumer behavior, for example, motivation.
Motivation refers to the inner driving force that directs human activities toward satisfying
needs on any level (Maslow, 1943) or achieving a specific goal. Several motives, not just
one, take part in every decision-making process. When it comes to measuring or analyzing
motives, one thing to consider is that they frequently operate only on a subconscious level.
Another factor is perception, it is a process of selecting, processing, and interpreting
environmental information to make it meaningful. (Stdvkova, Toufarova and Stejskal, 2008).
Consumer skills and knowledge are linked to learning and predicting behavioral changes.

Skills, personal experience, and knowledge consumers obtained through their life experience
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will certainly cause a difference in consumer behavior, so it is becoming a significant factor
in consumer behavior. As a result, in order to modify consumer behavior towards a certain
product, adequate information must be provided. Learning can occur through a simple link

between an impulse and its reaction, or a complex collection of cognitive operations.

e Social factors.
People are very social, which implies that their purchasing decisions are influenced to some
extent by those around them. As a result, social factors such as family and social groups to
which a person belongs impact consumer purchasing behavior. The social role of a person
can also play a crucial role, which can tacitly allow or not allow the purchase of certain
products. People belonging to one social group are more likely to have a certain consumer
pattern as they have common activities, and they need certain goods. For example, tennis
players are more likely to buy tennis balls and students more often buy notebooks than other

social groups (Bettman, 1986).

2.2 Modern consumer buying tendencies.

2.2.1 Common trends in consumer behavior and psychology in recent years

Businesses must keep up with all the news and trends that the population follows in
order to provide requested goods promptly. To solve this problem, it is necessary to do
specific research. It can be done by the company itself or by using other appropriate research
with relevant information. A new challenge arises at this step — consumer preferences and
trends are changing nowadays faster than ever before.

Consulting companies do this research for information purposes for other companies
and individuals, sometimes they also publish it online for free so anyone can get access to it
and use it for their purposes. Nearly the same research did Forbes when interviewed its
members of the Forbes Business Council about their professional opinion regarding
consumer trends following in 2021. (/5 Customer Behavior Trends Emerging This Year,
2021)

This research has been done in 2021, which is not very recent; however, it can give an
idea of what is going to be in trend and how to adjust to it. Here are some of the most

important ones that touch consumer behavior and psychology:
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1) Focus on really important things.

This trend is about the fact that people will be more conscious of their spending and
will probably begin to refuse unnecessary purchases. This trend is coming after the COVID-
19 pandemic and because of the just-started energy crisis and rising inflation (Building a
value-based budget, no date). This is primarily about saving money, but also in fashion
clothes and house interiors are becoming more minimalistic recently.

2) Online shopping.

Statistics report that online shopping and e-commerce are increasing each year
significantly, especially big growth in 2020 and 2021 during the COVID-19 pandemic, and
even in 2022 it was still increasing. Figure 4 demonstrates that. In 2022, e-commerce retail
sales worldwide were about 5,717 billion US dollars, the forecast expects sales in 2026 to

be 8,148 billion US dollars, which means 42,5 percent growth (Chevalier, 2022).

Figure 4. Retail e-commerce sales worldwide from 2014 to 2026.
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3) Content marketing in social media.

One of the fastest developing trends is that big and small companies are trying to do

content marketing because it is now one of the most effective ways to sell the product and
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tell customers about the company as well. Potential customers are able to see some features
of the product, guides on how to apply and use it in different ways, how it looks in use, and
so on in the social media channels of the company and will be more decisive about whether
to buy the product or not (/5 Customer Behavior Trends Emerging This Year, 2021). Lack
of information can be one of the reasons why customers are unsure about the product, and it
is in the company’s best interests to increase awareness of the brand.

Instagram is one of the most used apps in the world (Curry, 2023). When Instagram
Reels were introduced, it drew far more people’s attention than usual stories or moreover
posts. And now it has billions of views every day — Instagram Reels have an average
engagement rate of 1.95% and an average view rate of 2.54% (Cucu, 2022). Figure 5 shows
that Reels have much higher engagement. It became the latest content branch, and now it is
easier to promote the company or goods through social media, especially through video
content. The head of Instagram, Adam Mosseri, said: “Instagram is no more a photo-sharing
app” (Clark, 2021). Since Instagram has a considerable influence on social media, a new era

of content just started. And it is becoming even easier to promote with its help.

Figure 5. Instagram engagement evolution for all post types.
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4) Green products.

The most widespread trends are coming from the problems that must be solved. This
case is one of them. Every person who has a TV or mobile phone with internet access,
probably already knows about the scale of the problem of environmental pollution. More
people are trying to find green products with minimum waste and with some parts made
from recycled resources. Also, many companies are trying to produce such products.
Globally, for 60 percent of the customers, sustainability is one of the most important
purchase criteria, and one-third of the customers are willing to pay up to 25 percent more for
sustainable products. (Simon-Kucher & Partners, 2021). It makes companies create more
sustainable production, which has a double benefit because customers are willing to buy
sustainable products and are willing to pay more for them.

5) Value-based spending.

This type of spending can be characterized as supporting producers with similar values
(for example, cruelty-free — cosmetics that have not been tested on animals) and practicing
conscious consumption. This has a financial influence on businesses — companies that do
not adhere to accepted ethical or philosophical norms or global trends in society risk being
forced out of the market. Currently, in the European market, there is a wide variety of brands
and firms that people can choose from, meaning people can always find an alternative
product from a brand with similar values. The overall increase in living standards gives
consumers the opportunity to choose between the brands and select the ones with similar
values and goals. Thus, consumers can purchase not just the cheapest product but can choose
from alternative brands that they want to support.

Value based budgeting and conscious consumption are focused on spending money on
what is important to the consumer, people start to think more about what they buy and why.
Hence, purchases of unnecessary or meaningless products will decrease, and this trend will
make companies do more intense research before launching their products (Wong, 2019).
The trend for minimalism started several years ago and is becoming more widespread, it
stands for having less furniture, less overloaded designs, and fewer accessories in everyday

outfits, which is affecting demand for these products (Weinswig, 2016).
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2.2.2 Trends during pandemics

The COVID-19 pandemic was unpredicted and unexpected in psychological terms
for most consumers. The reason is that society was not ready for it because of the feeling of
safety that emerged after the development of medicine and the belief in antibiotics and other
medications. Because it was unexpected and people were not ready for such events, their
anxiety arose, and they began making unreasonable purchases like buying lots of toilet paper
(Lingqvist, Nordigérden and Vainberg, 2021), sugar, oil, and essential items. On the other
hand, according to Eurostat, in 2020, the number of people shopping online increased by 4
percent (E-commerce statistics for individuals, 2022). Figure 6 shows how often different

age groups shop online.

Figure 6. Internet users who bought or ordered goods or services for private use in the previous 12

months by age group, EU, 2011-2021.
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In 2021, B2C (Business-to-Consumer) E-Commerce gross merchandise value in
Europe was $878.6 billion, by the end of 2022, it is expected to be $1010 billion and in 2026,
it is estimated to be around $1564.9 billion (Europe B2C e-Commerce Market Opportunities
Report 2022, 2022). In March 2021, the European Commission released the results of the
survey conducted at the end of 2020 that showed the impact of the COVID-19 pandemic on
consumer behavior in Europe and consumption patterns. It shows that 81 percent of
consumers tend to buy products, especially groceries, in nearby stores, which can be

explained by the restrictions during the pandemics when people were allowed to buy
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groceries only in the nearby stores, and support local retailers and producers, while at the
same time still preferring to shop online from bigger retailers — 71 percent shopped online.
Another insight is that 67 percent of people tend to buy greener, higher quality, more durable
products and are willing to pay more for them. Around 42 percent of consumers postponed
major purchasing decisions, which was motivated by the fact that people felt less secure
about the future and their income, which led to saving more money (New consumer survey
shows impact of COVID-19,2021). These trends are practically the same as those that Forbes
(15 Customer Behavior Trends Emerging This Year, 2021) have predicted, meaning the
trend for buying more sustainable and durable products of higher quality and shopping online
is becoming more common. Those trends emerged before the pandemic and were even more

deeply implemented into society’s mindset and habits.

2.2.3 Inflation affecting consumer behavior.

When the prices of goods and services rise, this is referred to as inflation. This means
that for the same amount of money today, consumers can get fewer items tomorrow (What
is inflation?, no date).

Inflation started slowly increasing from January 2021 and reached its maximum of 11,5

percent in October 2022, which started slowly decreasing after its maximum (see Figure 7).

Figure 7. Inflation rate in Europe, 2019-2023.
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Inflation can have different effects on consumer behavior and businesses and households
(Juster et al., 1972), but the most crucial effect is reduced purchasing power for consumers,
especially, those with lower income (Oner, 2010). A decrease in purchasing power is a
reduction in the number of goods and services that a consumer can purchase for the same
amount of money. It occurs when the prices of goods and services are visibly increasing, and
consumers notice the effects on their budget. Prices are increasing not only for single types
of goods, like only for food or vehicles but for all the goods or services on a market.
Consumers will have to spend more money on the same products. The standard of living can
significantly decrease, especially for vulnerable groups of consumers, for example, those
with low income, and it can lead to even worse consequences as producers will suffer a big

loss in revenues as the demand will decrease (de Vries, 2013).

Phenomena that may arise due to inflation:

e Changes in spending patterns.

Inflation can cause consumers to shift their spending from non-essential to essential
items and cause people to buy fewer items. which results from the fact that people during
high inflation will be more selective in what they are buying, and more than half of
consumers, 51 percent, are learning all about the product in detail to make sure they are
paying for the best product and are completely satisfied with a purchase (Draxl, 2022).

e Changes in borrowing behavior.

Inflation affects borrowing behavior — consumers are less likely to take loans because
interest rates on loans during high inflation are also rising (Malmendier and Nagel, 2016).
High inflation rates can discourage borrowing, while moderate inflation can lead to increased
borrowing because people are expecting interest rates to go higher. It also affects the
availability of credit and leads to stricter credit standards and higher interest rates. A study
by the IMF found that inflation expectations play a crucial role in determining borrowing
behavior and that central banks can help manage inflation expectations and try to encourage
sustainable borrowing behavior with effective monetary policy (International Monetary
Fund, 2018).

e Delayed purchasing.

Inflation can cause consumers to delay large purchases such as homes, land, furniture,
and vehicles because they expect prices to rise further (Jin, 2018). As in the previous

examples, people try to save more money. However, for such large purchases as property,
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consumers prefer to take a loan, which means that in a situation of high inflation, their
interest rate will most likely rise because banks must compensate for their losses and future
losses. After all, fewer people will take loans, and the interest rates will also rise if they do
not have a fixed one. This fact discourages consumers from making large purchases, which
in turn affects market prices (Blake, 1999).

e Increased savings.

Inflation can cause consumers to save more as a hedge against future price increases.
Inflation can create uncertainty and financial instability, motivating people to save more to
prepare for future challenges. The Federal Reserve Bank of St. Louis report cites a study by
economist Robert E. Lucas, Jr. which found that households in Brazil saved a significantly
larger portion of their income during a period of high inflation in the 1980s. High inflation
can also make saving more attractive as a means of earning a return on investment (Burger

and Mudd, 1977).

2.2.4 Energy crisis and consumer behavior

The energy crisis in Europe refers to a situation when there is a shortage of energy
supplies or an increase in the cost of energy. The energy crisis in Europe emerged at the
beginning of 2022 and worsened after the war started in Ukraine (Zettelmeyer et al., 2022).
Energy prices were unprecedentedly high, unpredictable, and highly volatile. The European
Union decided to significantly decrease its level of dependency on Russian gas because
Russia was trying to manipulate the EU with gas. Before it, around 45 percent of imported
gas to the European Union was imported from Russia, which led to an immediate increase
in prices when the EU decided to cut imports of Russian gas because other available
suppliers could offer gas and liquefied natural gas for a more expensive price. By September
2022, Europe could manage to reduce the import of Russian gas to 14 percent (EU action to
address the energy crisis, no date). But still, in August 2022, electricity prices reached their
historical maximum. However, in October 2022, prices nearly halved and did not
significantly rise in November. It was first of all because of the warm weather, which
decreased the demand for energy and heating (Wenz, Levermann and Auffhammer, 2017).
Figure 8 shows the average prices for energy in European countries from January 2020 until
January 2023. Italy has seen a historical maximum for electricity prices, while Sweden has

not seen a significant rise because a large part of its source of electricity is hydropower and
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nuclear energy. Later, prices in January 2023 were nearly the same as in September 2021,
which can tell about positive dynamics in dealing with the crisis, at least in the short term,

as it is hard to predict them (Monthly electricity prices in selected EU countries 2020-2023,
2023).

Figure 8. Average monthly electricity prices in selected European countries from January 2020 to

January 2023
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Source: Monthly electricity prices in selected EU countries 2020-2023, 2023.

As it is a crisis, it must affect consumer behavior because of the overall anxiety of society
and its worry about the future and their financial situation. Some of the potential impacts of
an energy crisis on consumer behavior are similar to the general trends during any kind of
crisis, for example, changes in spending patterns in favor of more durable and sustainable
products and increased savings (Hass, Bagley and Rogers, 1975). Particularly, these trends

tend to arise during energy crises:

e Changes in spending patterns.
Consumers are more likely to purchase items with a high energy efficiency rating and
prefer renewable energy sources such as solar, wind, or hydropower over other non-

renewable sources. Additionally, consumers might prefer products and services with lower
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energy intensity, such as electric vehicles or public transportation for long-distance travel

(Belk, Painter and Semenik, 1981).

e Increased conservation (savings).
Consumers may adopt more energy-efficient practices, such as using energy-saving light
bulbs, reducing their use of heating, and cooling systems, turning off the lights, and

unplugging devices that are not currently in use (Mills and Schleich, 2012).

Government assistance or assistance from the EU itself can be another way to help during
an energy crisis. The European Commission released a toolkit of business-supporting
policies that EU nations can employ, including various kinds of financial support - energy
vouchers, tax relief, subsidies, bill credits, and financial support for renewable energy and
energy efficiency initiatives. It also introduced information and advisory services, like
guidance aimed at raising knowledge of how to save more energy. Most recently, an
emergency mechanism was approved, allowing EU nations to temporarily establish a price
for the delivery of electricity to small and medium-sized enterprises to further assist
businesses that are suffering from high energy prices (Coping with the crisis, no date).
Overall, an energy crisis in Europe can have a significant impact on consumer behavior as
consumers adjust their spending and behavior in response to changes in energy availability
and cost. Because it will affect manufacturing companies, which typically have high energy
consumption in production, the price of the product will be affected. Prices higher than
equilibrium will reduce purchasing power to some extent, potentially slowing down the

economy and decreasing living standards.

In general, it can be stated that in crisis situations, consumer behavior is generally easy
to predict. People tend to keep their incomes and cut expenses out of fear of uncertainty and

economic decline in one area or another.

2.3 European Market

2.3.1 Environment

“The single market of the European Union is also usually called the European market.

It ensures the free movement of people, goods, capital, and services, and the right of EU
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citizens to live, work, study, and do business in any European country” (Single market |
European Union, no date). The EU promotes free trade, retail business, and economic
transactions among its members by removing technical, legal, and administrative obstacles
(Single market | European Union, no date). The EU includes 27 countries currently, the last
country to join the EU was Croatia in 2013 (EU country profiles | European Union, no date).
The European market extends to the European Economic Area (EEA) and the European Free
Trade Association (EFTA). The EEA includes all members of the European Union and
Iceland, Liechtenstein, and Norway. The EEA allows its countries to enter the single
European market (Countries in the EU and EEA - GOV.UK, no date). The EEA agreement
requires the adoption of some EU rules, like the unrestricted flow of commodities, services,
people, and capital among the member states. It also includes collaboration in other spheres,
for example, by following some policies that include research and development, education,
social policy, the environment, consumer protection, company law, statistics, tourism, and
culture (The Basic Features of the EEA Agreement | European Free Trade Association, no
date). EFTA was established to have connections with the European Commission and later
to establish trade relationships. EFTA consists of Iceland, Liechtenstein, Norway, and
Switzerland (The European Free Trade Association, no date). Because of that, Switzerland
is also considered to be part of the European market, although it is not in the EU or EEA but
in the EFTA. The United Kingdom decided to leave both the EU and EEA in 2020 (Kenton,
2022).

The European market has specific features that the European Union implemented.
For example, the EU has approved a standardization system. Some regulations and standards
are voluntary, others are recommended or mandatory. Technical requirements are usually
mandatory, but harmonized standards are usually voluntary (Standards in Europe - Your
Europe, no date). For example, in October 2022, the Council of the European Union
approved the “common charger directive.” It says that starting in December 2024, all new
cellphones, tablets, and headphones have to have one type of charger — USB-C. It was
implemented to decrease the amount of electronic waste and to make a life of a usual
consumer a bit easier because carrying two or three types of chargers can be exhausting
(Common charger: EU ministers give final approval to one-size-fits-all charging port -
Consilium, 2022). Since then, all producers exporting their electronic devices to the
European Union have to switch to USB-C port if they did not do so before. This is an

example of a technical requirement.

32



2.3.2 Current situation

The current situation in the European market is heavily impacted by three factors that
took place in recent years — pandemics, high inflation, and energy crisis. However, the EU
and governments of the EU states are taking valuable steps to overcome the consequences,
but it takes much more time to recover the economic system after them.

The COVID-19 pandemic has had an enormous impact on the entire world. A lot of
businesses had to close because of lockdowns. The entertainment, hotel, and restaurant
industries were affected the most, as for them it was impossible to work. One of the important
consequences is job loss. Around 5.7 million people lost their jobs in the European Union
during the first wave of the COVID-19 pandemic (Baczynska, 2021). Also, except for job
loss, people had fewer working hours, which led to a decrease in employment income (see
Figure 9), which fell by 4.8 percent in 2020 (/mpact of COVID-19 on employment income -

advanced estimates, no date).

Figure 9. Evolution of median employment income, EU-27 (EUR)
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Source: Impact of COVID-19 on employment income - advanced estimates, no date.

People who lost their job or had less income due to absence or fewer working hours
will surely decrease their spending, which resulted in an economic slowdown, which was
exacerbated by the lockdown when people were limited in their free movement and
restaurants, hotels, retail, entertainment, and travel industries were closed. It slowed down

the economy and led to a decrease in GDP for all the countries in the Euro area (Impact of
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COVID-19 on employment income - advanced estimates, no date). However, in the third
quarter of 2020, when the main relaxation of restrictions happened, the GDP of the Euro

area significantly grew. Figure 10 demonstrates that.

Figure 10. GDP growth: strong recovery in 2020Q3 and Q4; growth normalizing in 2021
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Another significant change during the COVID-19 pandemic was in online
commerce. Consumers started shopping online much more often than before because non-
essential retail shops, for example, clothes shops, were closed due to restrictions. Thus,
online shopping was the only option for both customers and sellers. In Figure 11, there is a
change in the trend for retail revenues in e-commerce in 2020. It can be justified by the
growth of e-commerce due to the shift from shopping offline to shopping online because of
restrictions. In 2020, the growth of e-commerce was by nearly a third — 31.03 percent per
year, in previous years growth was around 9 percent. Growth in 2021 was not that significant,
16.23 percent, but it was still higher than average growth prior to the pandemic. It could be
a sign that many people still prefer to shop offline, but also it is possible that a lot of people
switched from face-to-face shopping to online shopping after they tried online shopping

during the pandemic, and found it more convenient (Beyrouthy, 2022).
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Figure 11. Retail e-commerce revenue in Europe from 2017 to 2025 (in billion US dollars)
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The pandemic has changed shopping behavior and habits in previous years. More
consumers tend to shop online. The leading category by a wide margin is fashion (clothes,
shoes, and accessories) at 68 percent followed by food delivery at 31 percent, and furniture
or home accessories with 29 percent of people who bought them online (Online shopping
ever more popular - Eurostat, 2022). Figure 12 illustrates the most popular categories for

online shopping in 2021.
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Figure 12. Most popular online purchases of goods, EU, 2021
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Source: Online shopping ever more popular - Eurostat, 2022.

To sum up, current academic research proves hypothesis 1 that most consumers will
pursue spending less and increasing their savings. Their spending habits will most likely be
affected by the energy crisis and inflation as they are turbulent times. It can lead to the fact
that people will "think twice" before buying something or they can delay larger purchases.
One of the consequences of the pandemic found in academic research and official statistics
could be that people started shopping online more often and maybe even leave this habit

after the restrictions were relaxed. It proves Hypothesis 2.
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3 Practical Part

3.1 Survey with consumers

To test hypotheses 1 and 2, and other trends evolving in the European market, the
survey was conducted. The survey includes sixteen questions about consumers and their
individual reactions to crises and modern trends, for example, environment-friendly products
and content marketing in social media. This research is essential for studying modern
consumer psychology and how it affects the market and businesses. The goal of the survey
was to get responses from people living in different countries of the European market and
study their behavioral patterns and responses to crises, how they react and deal with them,
and find dependencies and correlations. Overall, 202 answers were collected. All the answers

of respondents are available in the additional file Appendix Al.

3.1.1 Participants of the survey

o Age.

People of different ages participated in the survey, except people less than 18 years old.
The biggest age group of this survey is from 18 to 25 years old — 55.4 percent of people (112
answers), the second biggest group — 17.8 percent — people 26-35 years old (36 answers),
15.8 percent — 36-50 years old (32 answers) and 10.9 percent of people were more than 51
years old (22 answers), Figure 13 graphically shows the age groups of participants.

Figure 13. Age groups of participants of the survey.

@ Less than 18
@ 13-25
26-35
® 2550
@ 51 and above

Source: own research.
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e Gender.
All the people did not mind telling their gender, in the survey participated 53 percent of
females (107 answers), 45.5 percent were male (92 answers), and 1.5 percent of people with
non-binary gender (3 answers). It is illustrated in Figure 14.

Figure 14. Gender groups.
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Source: own research.

e Country.

Most of the respondents are from the Czech Republic (79 answers), Germany (41
answers), Italy (31 answers), and France (28 answers). Also, seven people were from
Austria, four people from Spain and Belgium, two people from Switzerland, Poland, and
Portugal, and 1 person from the United Kingdom and Sweden. Data received from people
from these countries will be considered even if it cannot represent the trend in their country.
Figure 15. Distribution of people who participated in the survey by country (in %).
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e Occupation.

Most of the interviewed people had a full-time job (85 answers), the second biggest
group of people were students without work (64 answers), then students working part-time
(33 answers), retired people (12 answers), and two the most minor groups — people having a

part-time job (5 answers) and unemployed people (3 answers) — see Figure 16.

Figure 16. Respondents divided by their occupation.
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Source: own research.

e Monthly income.

Respondents had different incomes but most of the people had income up to 1000 euros
(43,1 percent of answers), people with income from 1000 to 2000 euros (50 answers), from
2000 to 3000 euros (44 answers), from 3000 to 4000 euros (16 answers), 4 people were with
income 4000-5000 euros and only 1 person with income more than 5000 euros per month.

Figure 17. Distribution of people who participated in the survey by their monthly income (in %).
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Source: own research.
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3.1.2 Results of the Survey

3.1.2.1 Online shopping

In this section, the data gained from the survey will be analyzed to get the results which
can reject or not hypothesis 2: “People started shopping online more often after the COVID-
19 pandemic”. The first question regarding consumer behavior is ‘Do you prefer shopping
online or offline?’” Most consumers prefer to combine both methods. In total, around 68.4
percent of consumers purchase some goods online, and 31.7 percent prefer to shop offline.
It is seen in Figure 18 that most consumers prefer to purchase at least some goods online

which is an argument for proving hypothesis 2 right.

Figure 18. Percent of people who choose to shop online or offline.
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Source: own research.

However, after putting data from the previous question divided by the age of people,
it can be stated that most people from the age group 18-25 prefer to combine online and
offline shopping. People from the age group 26-35 prefer to shop both online and offline (39
percent), but also 31 percent of them prefer to shop fully online. People 36-50 years old
prefer to shop offline (31 percent), online (28 percent), and both (25 percent), which does
not make a significant difference, so it can be stated that people of age 35-50 prefer to shop
online and offline equally. People of age 51 and above definitely prefer to shop offline (68
percent). Figure 19 shows that younger people prefer to shop online or online and offline,
but as people get older, they prefer to shop offline. However, the total trend for shopping

online has a place to be in society.
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Figure 19. The influence of age on online/offline shopping habit.
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During the COVID-19 pandemic most of the shops with non-essential goods were
closed, so people were not able to go shopping for these goods. It could lead to an increase
in demand for online shopping. The answers to this question help to prove hypothesis 2:
“People started shopping online more often after the COVID-19 pandemic” as more than

half of consumers assert that they started shopping online more often (see Figure 20).

Figure 20. Answers to the question ‘During and after the COVID-19 pandemic, have you started

buying more products online?’

= Yes
= Mo

Source: own research.

Another trend was content marketing and using social media as a tool for increasing
awareness of the brand and sales. Figure 21 shows how often people purchase something
that they have seen on social media. 59 percent of people systematically (sometimes or often)

purchase goods that they have seen on social media (Instagram, Facebook, Telegram, etc.).
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Females tend to buy products that they have seen on social media slightly more often, but

the difference is small and not significant (see Appendix B, Figure 49).

Figure 21. How often people buy something they saw on social media.

= Sometimes
= Rarely or never
Often

Source: own research.

3.1.2.2 Sustainable, green products

Another trend to prove is whether people start to prefer more sustainable, eco-friendly,
and cruelty-friendly goods over ones that do not have these features. Almost two-thirds of
people prefer to buy environment-friendly products, but for more than half of these people,
the price of these products matters more than their way of production. However, it does not
have an interdependence with income (see Appendix A, Figure 48), but another
interdependence was found with age — older people do not usually care about this kind of
product (see Appendix A, Figure 46). The impact of gender was not found (see Appendix
A, Figure 47).

Analysis and Figure 22 show that most people care about the environment and prefer
to purchase eco-friendly products, however, more than half of people who care — do it only
if the price is the same as for non-sustainable goods. It confirms that people are cautious
about their budget and do not want to overspend. It can be an indirect confirmation of

hypothesis 1.
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Figure 22. Percentage of people who prefer to buy environment-friendly products.
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Source: own research.

3.1.2.3 Inflation and energy crisis effects

Residents of European countries faced enormous inflation and high electricity prices
recently. First, the impact of inflation was analyzed to make a valuable step in testing
hypothesis 1, and it reports that 88 percent of people felt at least any impact of the inflation,
and it affected the budget of 67 percent of interviewed people, it can be seen in Figure 23.
People’s budgets were affected, and it can cause a change in their consumer behavior to

spend less money if they can.

Figure 23. The impact of inflation on interviewed people.
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Source: own research.
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Figure 24 is about the impact of inflation on people with different incomes, which
demonstrates that inflation heavily impacted most people, but people with higher incomes
felt it less. It cannot represent the whole situation because not so many people participated
in the survey with income of more than four thousand euros per month, however, it can tell
the trend that people with a monthly income of more than 4000 euros were impacted less

than people with lower income.

Figure 24. The impact of inflation on people with different incomes.

120%
100%

80%

60% mYes, | feel the impact of inflation on

my budget
40% u Slightly
2086 I I I Mo, nothing really changed for me
0% I
& - & - & Q-
R}Q’Q o 2 2 > :a({’o 2 > &}Q’\
& 4 f?“ ey f?“ o
La] B S by M Qs\
3R & a% o &
o
o

Source: own research.

This is the continuation of research about the impact of inflation on people, this chart
shows the results of the survey from respondents from different countries. Most of the
interviewed people were from four countries — the Czech Republic, France, Germany, and
Italy. Results are certain that more than 60 percent of residents of these countries feel the
impact of inflation on their budgets, especially in the Czech Republic and Italy. Results from
other countries are not that representative and cannot say about the whole situation in their
countries, but the trend is noticeable — inflation has a significant impact on people in the

whole European market. The graphical representation is in Figure 25.
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Figure 25. The impact of inflation on people from different European countries.
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Source: own research.

Dealing with unreasonable prices for goods, people could start thinking more carefully
about what they are buying. Almost half of people usually spend a lot of time deciding which
product they want to get. Only 22 percent do not spend time deciding what they want or need
(see Figure 26).

Figure 26. How much time people usually spend deciding which product they want to buy.
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Source: own research.

45



The next question in the survey was about the impact of the energy crisis and the
measures people take to decrease their expenses connected with it. Overall, 68 percent of
people can tell that they have noticed the effect of the energy crisis, and 32 percent of people
say that they do not see the changes. 59 percent of people shifted their energy consumption
habits to save more energy, and 41 percent of people the energy at the same level as before.
It is a direct confirmation of Hypothesis 1 as it states that 45 percent of people who were
affected started saving energy and 14 percent of those who were not affected by the energy

crisis still started saving energy, the graphical representation is in Figure 27.

Figure 27. The impact of the energy crisis on interviewed people.
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Source: own research.

Figure 28 shows the reaction of people with different incomes to the energy crisis.
Most of the people in all income groups felt the impact and started saving energy this year.
The group of people with an income of more than five thousand euros per month is not
representative, as only one person participated in the survey with this income. It
demonstrates that the energy crisis influences all the people despite their level of income

which is another pro-argument for Hypothesis 1.
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Figure 28. The impact of the energy crisis on people with different incomes.
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To discover the consequences of the energy crisis on different countries, data from the
survey were analyzed. Residents of most countries were affected by the energy crisis. The
most precise data is from four countries — the Czech Republic, France, Germany, and Italy,
as most of the interviewed people were living there. Residents of Italy implemented some
measures to reduce the impact of high energy prices more often than in other countries. In
the Czech Republic, more people were affected, but fewer people took some measures
regarding decreasing the costs of energy. France was affected a bit more than Germany, but
still, most of the residents were affected. The trend in other countries says that they were
also affected, except Poland, Spain, and Sweden (the information cannot represent the whole
situation in these countries). This analysis shows that the whole European Union is under
the influence of an energy crisis and no country can avoid it at all, it can be seen in Figure

29.
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Figure 29. The impact of the energy crisis on different countries.
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Soaring prices for energy and high inflation can induce some people to buy more goods
on sale, especially those with lower income, so they can hold their living standards. The
study and Figure 30 show that almost two-thirds (63 percent) of people are more likely to
purchase products on sale even if they did not plan to, it is unclear whether people do it due
to unstable times, however, it is still a high percentage which can be a secondary argument

for the Hypothesis 1. Correlation with income was not found (see Appendix A, Figure 50).

Figure 30. The study of how people are more likely to purchase goods on sale.
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Source: own research.
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Figure 31 shows the distribution of people’s answers by the country where they are
living. Residents of Austria, the Czech Republic, France, and Italy are more likely to
purchase goods on sale than residents of other countries. However, people asked from
Belgium and Spain (in each four people interviewed), Sweden and the United Kingdom (in
each one person) will not buy goods on sale if they did not plan to buy them before they saw

a sale.

Figure 31. The intention of people to buy goods on sale by country.
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Source: own research.

As a consequence of high inflation and the energy crisis people’s purchasing power
most likely will decrease and people can delay larger purchases like electronics, property,
and vehicles because they are uncertain about their financial situation and in general, and
hope that it will improve in the future, and right now it is better to save money. More than
60 percent of the people postponed one of the purchases at least once recently (see Figure
32). It is one of the consequences of turbulent times and one of the methods to spend less

money, it is another argument for proving Hypothesis 1 right.
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Figure 32. Percentage of people who postponed a purchasing decision at least once recently.
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Source: own research.

People’s responses were put in order depending on their income. The results of this
analysis can be divided into two parts. The first part with people’s income up to four
thousand euros shows that with increasing income, people tend to delay their purchases less
often than people with lower income. Secondly, people with a monthly income of more than
four thousand euros tend to delay larger purchases more often, however, this group contains
only five people, so analysis from this survey of this group cannot represent purchasing
patterns of all the people belonging to the group. If more people participated in the survey,
the results could be different, so the results from this group cannot be taken for sure. The

graphical representation is in Figure 33.
Figure 33. Percentage of people who postponed a purchasing decision divided by their income.
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Source: own research.
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Uncertainty about the future and complicated market situations are leading to saving
behavior patterns in society. However, a complicated situation in the country or the EU does
not mean that people’s pure desire is purchasing fewer goods or goods with lower quality.
In case customers are not financially ready yet to make a purchase or are unsure for some
reason, companies launched the ‘buy now, pay later’ service or installment payment plan to
increase sales. This analysis shows if it is successful (see Figure 34). Most of the people do
not usually use these options (61 percent), almost a third of the people use them sometimes
and only 8 percent of respondents use them often. At first sight, it can seem like it is not a
quite widespread practice, however, it can allow companies to increase their sales, as in total
39 percent of people use it with different frequency. One of the reasons why people are not
using these options can be that they are unsure about their financial situation if their energy

bills will increase even more or whether inflation will become higher.

Figure 34. Frequency of using 'buy now, pay later' and installment payment options.
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Source: own research.

Additional analysis and Figure 35 show that people with lower income usually use
these options even less often, which suggests that the general financial situation can be a
reason for postponing the purchase as people who have less money less often use these
options. It can also indicate that people are cautious about their future financial situation and
prefer to pay immediately for their purchases. It can also be an indicator that even if the debt

is divided into parts, people do not want to spend their money out of the intention to save.
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Figure 35. Frequency of using the 'buy now, pay later' option installment payments depending on

people's income.
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Figure 36 shows the percentage of people who use or do not use these functions and
postponed a large purchasing decision. It confirms that people prefer to pay for their
purchases immediately because of increased anxiety about the financial situation recently
triggered by high inflation and the energy crisis in the EU. Consumer behavior now stands
for budgeting and not creating additional debts, it has to be taken into consideration by

sellers, and it is another fact that proves hypothesis 1 right.

Figure 36. Percentage of people not using 'buy now, pay later' and installment payment options and

who postponed a purchasing decision recently.
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Source: own research.

52



Analysis of people’s intention to change or not change their spending behavior shows
that two-thirds of people want to decrease their spending to have more savings. 28 percent
of people do not want to change their spending behavior and only 6 percent want to spend
more money. It can be a consequence of COVID-19 when people lost their jobs or had fewer
working hours, hence, got paid less, or decreased purchasing power due to high inflation
when people have to spend more money to buy the same goods or energy crisis which leads
to the fact that people have to spend a higher percentage of their monthly income on energy.
Inflation affected 67 percent of people and the energy crisis affected 68 percent of people,
which were probably a more vulnerable group of inhabitants to this high inflation — two-
thirds of residents. Despite the fact that the decision to decrease spending can be for different
reasons, anyway, it is direct evidence for Hypothesis 1 that during turbulent times people

tend to spend less. See Figure 37.

Figure 37. People's intention to change or not change their spending behavior.
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Source: own research.

This research shows that there is no clear dependence on income — all people want to
save more money despite their income. It is probably a result of a series of obstacles
European residents faced in the last couple of years. It affected all the people but to a
different extent, as only one group who do not want to change their spending behavior,
which, however, is not representative as only five people participated in the survey with
income of 4000-5000 euros per month (see Figure 38). None of the particular groups wanted
to spend more, which signifies that only some independent people want to spend more. This

proves one more time that people tend to spend less during challenging times.
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Figure 38. Distribution of people wanting to change their spending behavior by their income.
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The distribution by countries (see Figure 39) shows that residents of most of the
countries want to shift their spending behavior to spend less. However, residents of Austria,
Poland, Switzerland, and the UK were affected less because the rate of people wanting to
decrease their degree of spending is less than in other countries. It can be caused by several
factors, such as the national government’s response to particular challenges, and the stability

of the economy of their country. However, most countries want to spend less money.

Figure 39. People who want to change their spending behavior by countries.
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The relationship between people who were affected by the energy crisis and their
willingness to change or not their purchasing behavior is represented in Figure 40. It almost
does not relate to each other, only people who were not affected by the energy crisis and use
energy at the same level usually want to decrease their spending less often than others.
People who were not affected by the energy crisis usually do not want to change their
spending behavior as they have no premises for doing so. However, those who were affected
by the energy crisis and have already seen the consequences generally prefer to shift their
spending habits to save more money more often. Still, their willingness to change their
spending behavior and the scale of saving can differ as people having their homes heated
from the use of electricity are affected more severely than others. This is a natural people’s

reaction — those who do not have a reason to save, are not going to save.

Figure 40. The relationship between people affected by the energy crisis and their desire to change

spending behavior.
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A similar analysis was conducted with the influence of inflation and the results are
almost the same — people affected by high inflation have the desire to save more often than

those who did not have the impact of inflation on their budget. Illustrated in Figure 41.
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Figure 41. The relationship between people who were affected by inflation and their desire to change

spending behavior.
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3.2 Consumer expenditure and e-commerce data analysis

Consumer expenditure is analyzed with the purpose of proving wrong or right the
hypotheses. First of all, general consumer expenditure has to be analyzed starting with the
beginning of 2020 before the pandemic started. In the 2019Q4 consumer expenditure was
1795,312 Billion EUR. In the first quarter of 2020, consumer expenditure was 1726,044
billion EUR while in the second quarter of 2020, it decreased by 210 billion EUR which is
around 12 percent. In the third quarter, the situation stabilized, and expenditure was roughly
the same as in the first quarter, however, after that it started decreasing for two quarters
which can be explained by the fact that in 2020Q3 most of the lockdown restrictions were
relaxed and people wanted to buy goods which they could not buy for some months.
However, next two quarters it was again decreasing, most likely because people wanted to
save more money because some people lost their jobs and had fewer working hours during
the lockdown in 2020Q2. Starting with 2021Q2 people began spending more money and
already in 2021Q3 consumer expenditure was almost at the pre-pandemic level. During 2021
and 2022 years, according to Eurostat, consumer expenditure was at the pre-pandemic level
and was pretty stable, even reaching its maximum in 2022Q3, it is illustrated in Figure 42

(European Union Consumer Spending, no date).
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Figure 42. Consumer expenditure in European Union 12/2019-12/2022 (in billion EUR).
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Source: European Union Consumer Spending, no date.

To test the hypotheses, the study of the actual consumer expenditure level has to be
done, but not only the actual consumer spending level but also the inflation has to be taken
into consideration, which was different during these years and months and its highs affected
the actual consumer spending. Spearman’s correlation coefficient was used because it
measures the strength and direction of association between two ranked variables and how
they covary. It was chosen as this method works not only with a linear relationship between
variables but also with monotonic functions (Ramzai, 2020). Spearman’s correlation
coefficient was used to discover the relationship between inflation and consumer

expenditure. Figure 43 is a formula of the Spearman correlation coefficient formula.

Figure 43. Spearman correlation coefficient formula.
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Source: Bhat, no date.
The test shows the results remarkably close to +1, the lowest value was in 2020Q2, and
the highest was during 2022Q3 (see calculations in Appendix B, Figure 51). Detailed

calculations can be found in the additional file Appendix B1. A graphical representation of

the results is in Figure 44.
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Figure 44. Result of analysis of consumer expenditure 2019Q4-2022Q4 using Spearman's method.
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Source: own research.

Results of the Spearman correlation coefficient show that the p value coefficient is
close to +1. It means that there is a strong positive relationship between consumer
expenditure and inflation. However, it does not mean that inflation is the cause of increased
consumer expenditure. According to PwC analysis of their survey conducted in December
2022, half of the consumers are extremely or overly concerned about their personal financial
situation and 96 percent of consumers want to decrease their spending, 42 percent of
consumers expect that they have to significantly decrease their total spendings (Durand-
Hayes et al., 2023). Consumer expenditure during the third quarter of 2022 reached the
historical maximum, which may be caused by the increase in tourism. According to the
Eurostat, tourism in Europe in 2022 was close to the pre-pandemic 2019 year, the difference
was -5,6 percent. Most of the tourist flow was in the second half of the year, it can be
assumed that tourism was one of the reasons for the increase in consumer consumption
expenditure in 2022 (Tourism in 2022 approaches pre-pandemic levels, 2023). Another
reason for the increase in consumer expenditure can be an increase in energy prices. The cost
of energy increased in all European countries differently, but in most of the countries, it
affected the cost of living by 5 percent or more, six countries — by 10 percent and more, it is
represented in Figure 45 (Celasun and lakova, 2022). Households that expect an increase in
inflation soon usually purchase durable goods by 8 percent more often (Acunto, Hoang and
Weber, 2015). It was confirmed by the European Central Bank which reported that in the

second half of the year, demand for durable goods increased, which caused an increase in

58



consumer expenditure as durable goods are usually more expensive (Bobasu and Gareis,
2022). Taking these factors all together they could have an impact on total consumer

expenditure in Europe in 2022.

Figure 45. Increase in cost of living due to energy crisis in 2022.
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Testing hypothesis 2 requires additional analysis of e-commerce in Europe. Retail e-
commerce revenue (Beyrouthy, 2022) and consumer expenditure (European Union
Consumer Spending, no date) were analyzed to compare the changes in both e-commerce
retail in Europe and total consumer expenditure to test Hypothesis 2 and discover whether
people started shopping online more often or they shifted part of their spendings online and
it did not affect the total spendings. Table 1 contains the conducted analysis, and it shows

that in 2020 total consumer expenditure decreased by 7 percent, but e-commerce retail
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increased by 31 percent which proves that people shifted some of their spending to online
shopping. The share of e-commerce in total consumer expenditure in 2019 was 6,7 percent
which increased by 2020 to 9,5 percent, in 2021 — 10,6 percent, and in 2022 it was 11,5
percent. It proves that Hypothesis 2 failed to reject because people indeed started shopping
online more often, nonetheless, it did not affect the total consumer expenditure, which means

that people shifted part of their purchases from offline to online.

Table 1. Comparison of change in e-commerce retail and consumer expenditure by year.

Year E-commerce retail Change in % Total consumer expenditure Change in % (spending)

2019 480,4 9% 7133,755 2%
2020 629,5 31% 6624,688 -7%
2021 731,7 16% 6891,431 4%
2022 827,9 13% 7168,624 4%
2018 439,6 7026,04

Source: own research.
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4 Results and Discussion

This research aimed to analyze two main hypotheses:
e Hypothesis 1: People will spend less during turbulent times of economic uncertainty
in 2022 (e.g., high inflation, energy crisis).
e Hypothesis 2: People started shopping online more often after the COVID-19
pandemic.
Two other minor trends were analyzed: the trend for environment-friendly goods and the

trend for promoting products on social media and how common these trends are.

Hypothesis 1 analysis started with the review of current academic research that supports
the hypothesis, then the survey was conducted to discover consumers’ reactions to current
challenging times, the results state that most people were affected by both inflation and the
energy crisis and most of the people want to spend less due to these reasons. The data from
the survey conflicts with the data about consumer consumption expenditure in Europe which
declares that during 2022 consumer spending level did not decrease and was nearly on the
same level as before the pandemic, reaching its historical maximum in 2022Q3. However,
the Spearman correlation coefficient was positive and very close to +1 which denotes that
consumer expenditure has a strong positive relationship with inflation and during high
inflation times (2022Q3 — inflation is 10,9 percent) people may spend more because of their
fear of even higher inflation which leads to the minor tendency for purchasing durable goods
in the second half of 2022. Tourism in the second half of the year can also be a reason for
such high total expenditure because it was the first year after the pandemic when most of the
pandemic-related restrictions were removed. The energy crisis was another cause of
increased consumer expenditure because residents of most countries had to pay at least 5
percent more for energy.

Tourism was more of a kind of psychological need for consumers who were locked up
by restrictions for a long time and was not directly related to the turbulent times, just as a
consequence; unprecedently high inflation, the trend for durable goods, and unexpected
energy crisis were direct reasons why consumers spent more. Spending more than expected
is a normal, usual cause for spending less in the future. Hypothesis 1 was supported by
theoretical facts, answers from the own survey, and a survey conducted by PwC, however,

in this particular case it was not supported by real consumer consumption. However, both
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surveys were held at the end of 2022/at the beginning of 2023 which means that consumers’
intention to spend less can relate only to 2023. Still, hypothesis 1 was supported only
partially by people’s honest intention to spend less, but the real data about consumption
makes hypothesis 1 be rejected.

However, even though the process of proving this hypothesis was controversial as most
of the facts were supporting hypothesis 1, the fact that consumers spent more during 2022
has a positive effect, because spending money by consumers and businesses is what forces
the economy to grow. It will lead to emerging of new working places, faster recovery, and
general economic wealth.

The limitation during the test of hypothesis 1 was the fact that Eurostat does not publish
detailed data about consumer expenditure of the current year immediately, which is why the
exact reasons for increased expenditure were unknown, only assumptions were made.

Hypothesis 2 was also supported by academic research, and it has shown that e-
commerce revenues had a significant increase during 2020 and the increase in 2021 and 2022
was still more significant than before the pandemic. This fact strongly supports Hypothesis
2. The results of the survey showed that more than half of the people started shopping online
more often during and after the pandemic, and most people combine online and offline
shopping. The last analysis was a comparison of the increase in online shopping and total
consumer consumption. The result showed that the positive change in e-commerce revenues
in 2020 was more than 30 percent and the increase in 2021 and 2022 was higher than the
increase during the years before the pandemic (16 and 13 percent respectively). Also, the
increase in e-commerce was even though the total consumer expenditure in 2020 and 2021
had decreased in comparison to 2019. It means that online shopping does not depend on
consumer expenditure, and it was increasing recently, especially during and after the
pandemic, which demonstrates that people shifted some of their regular purchases from
offline to online. All these facts above prove that Hypothesis 2 failed to be rejected.

Hypothesis 2, however, did not affect consumer expenditure which cannot lead to the
direct effect of economic growth, it can still create more working places, as more delivery
workers will be demanded, which can help people to get a job or a side job. Still, there is a
possibility that the trend can change in the future and online shopping will cause more
expenditure.

Other minor trends were analyzed — the trend for environment-friendly goods and the

trend for content marketing and how common is it. The results were gained totally through
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the survey and people’s answers say that most of them generally would prefer to buy eco-
friendly and sustainable goods (74 percent), but more than half of the people who support
do it only if the price is nearly the same as for non-sustainable goods. It can be caused by
the fact of current uncertain financial times. People prefer to buy something cheaper in some
cases when it is not critically conflicts with their values. It leads to a different insight —
people’s intention to buy environment-friendly goods is not strong enough to prefer it in all
cases. However, it can also depend on the severity of the financial crisis. But the actual
impact of this trend on the European market and the European climate is hard to
overestimate. If people will be more conscious about what they are buying and will reduce
various kinds of waste, it will have a strongly positive impact on the market, because it will
reduce the total cost of recycling waste. Concerning the purchases of goods that consumers
saw on social media — most people do purchase goods that they have seen on social media
from time to time, but still, this trend is relatively new to be expanded to all consumer groups.
It can and will have a positive result on the market because businesses have another way of

marketing and promoting their brand and products.
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5 Conclusion

The results of current research show that current times are turbulent and challenging and
it affects every person and every business as the European market is under the influence of
several difficulties that the European economy is facing. It includes the consequences of the
pandemic, high inflation, and the recently emerged energy crisis. The population of the
European Union is unsure about their financial situation which leads to different reactions
from consumers. The current situation is unique in a way that the population has never faced
such circumstances of this severity and in this order in the modern world. The best way to
understand better consumer psychology and consumer needs is to carefully observe every,
even minor, consumer tendency. Businesses are the first ones who have to understand
consumer intentions to react on time to their requests, even if they can seem unlogic at the
first sight. One of the consumers’ requests is online shopping. More people use an option of
online shopping for different reasons, but this trend is evolving faster than ever before, which
means that businesses have to adapt and provide the opportunity for online purchases as it is
a new must-have.

Further research can be conducted after Eurostat will publish the holistic detailed
overview of categories on which consumers spend the most. This possible research will help
economists to understand what the reasons for increased consumer expenditure during

turbulent times can be.
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7 Appendices

7.1 Appendix A

Questions of the survey:

1))

3)
4)

How old are you?

Less than 18

18-25

26-35

36-50

51 and above

What is your gender?
Male

Female

Non-binary

Prefer not to say

In which European country do you live right now?
What is your current occupation?
Student

Student working part-time
Part-time job

Full time job
Unemployed

Retired

What is your income?

Up to 1000 EUR

1001 — 2000 EUR

2001 - 3000 EUR

3001 — 4000 EUR

4001 — 5000 EUR

More than 5000 EUR
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6) Do you prefer shopping online or offline?
- Online

- Offline

- Both, 50/50

- I buy groceries offline, rest prefer to buy online

7) Do you prefer to buy more sustainable, environment-friendly, cruelty-friendly
brands?
- Yes

- No, it does not really matter to me

- Yes, if the price is nearly the same as a non-sustainable product

8) After the COVID-19 pandemic, have you started buying more products online?

- Yes

- No

9) Have inflation affected you?

- Yes, I feel the impact of inflation on my budget

- Slightly

- No, nothing really changed for me

10)  Have an energy crisis affected you?

- Yes, and I started saving energy: I have bought energy-saving light bulbs and/or
started using less energy and/or using less heating

- Yes, but it didn’t affect my energy consumption habits

- No, but I started saving energy

- No

11) Do you spend a lot of time deciding whether to buy a regular product or not?

- Yes, usually it takes some time for me to decide if I need this product or if it’s useful
for me

- It takes some time to quickly check the product and its features before adding it to
the basket

- No, usually I don’t spend a lot of time deciding, I know what I want and need/take
the first product satisfying my needs

12) Do you often buy products that you have noticed on social media?

- Often

- Sometimes
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Rarely or never

Are you more likely to purchase a product on sale even if you didn’t plan to buy it?
Yes

Rather yes than no

Rather no than yes

No

Have you postponed any major purchasing decisions at least once in the last few

Yes
No
How often do you use the 'buy now, pay later' option?
Often
Sometimes
Rarely or never
How do you plan to change your spending and saving behavior?
Increase spending, decrease saving
Decrease spending, increase saving

Don’t want to change it

Figure 46. Interdependence of people who care about the price of eco-friendly products and their

age.
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Figure 47. Interdependence of people's gender and their willingness to buy eco-friendly products.
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Figure 48. Interdependence of people who care about the price of eco-friendly goods and their

income.
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Figure 49. How often people of different genders buy something they have seen on social media.
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Figure 50. People's likeliness to buy products on sale depending on their income.
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7.2 Appendix B

Figure 51. Calculation of Spearman correlation coefficient.
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