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Abstract 

The external business environment significantly influences pricing strategies and effectiveness in competitive service 

industries. This study examined the relationship between external business environment factors and effective pricing 

among clearing and forwarding logistics enterprises operating in Nakawa Division, Kampala, Uganda. The study 

employed a cross-sectional survey design with quantitative and qualitative approaches. A sample of 196 respondents 

was selected from 68 clearing and forwarding firms using stratified random sampling, including managers, pricing 

officers, operations staff, and sales personnel. Data were collected through structured questionnaires and key 

informant interviews. Analysis included descriptive statistics, Pearson correlation, and regression analysis using SPSS 

version 26. The study revealed a significant positive relationship (r = 0.738, p < 0.01) between external business 

environment and pricing effectiveness. Competitive intensity showed the strongest correlation with pricing flexibility 

(r = 0.821, p < 0.01). Regulatory environment correlated significantly with pricing transparency (r = 0.764, p < 0.01). 

Economic conditions demonstrated a strong positive correlation with pricing profitability (r = 0.712, p < 0.05). 

Customer bargaining power correlated moderately with pricing strategies (r = 0.645, p < 0.05). The regression model 

explained 64.7% of variance in pricing effectiveness (R² = 0.647). 73.5% of enterprises reported that external 

environmental factors significantly constrained their pricing autonomy. External business environment significantly 

influenced pricing effectiveness among clearing and forwarding logistics enterprises in Nakawa Division. Competitive 

pressures, regulatory frameworks, economic volatility, and customer power dynamics directly shaped pricing 

strategies, profitability margins, and market positioning. Enterprises demonstrating environmental scanning 

capabilities and adaptive pricing responses achieved superior pricing effectiveness. Logistics enterprises should 

establish systematic environmental monitoring mechanisms to anticipate and respond proactively to external changes. 

Industry associations should advocate for regulatory reforms that balance consumer protection with business 

sustainability. Enterprises should invest in pricing analytics capabilities and diversify service portfolios to reduce 

vulnerability to environmental pressures. Collaborative pricing intelligence sharing within industry networks would 

enhance collective adaptation to environmental dynamics. 

Keywords: External business environment, pricing effectiveness, logistics industry, clearing and forwarding, 

competitive environment, Uganda 

1.0 Background of the study 

The external business environment constituted the complex constellation of factors beyond organizational control that 

fundamentally shaped strategic options and operational realities for enterprises (Promise et al., 2024). In service 

industries like clearing and forwarding logistics, where product differentiation was limited and price served as the 
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primary competitive variable, environmental factors exerted particularly pronounced influence on pricing decisions 

and effectiveness (Sophie & Crispus, 2024). Clearing and forwarding enterprises operated as critical intermediaries in 

international trade, providing customs clearance, freight forwarding, warehousing, and documentation services that 

facilitated import-export transactions. Their pricing strategies and effectiveness directly influenced trade 

competitiveness and national economic performance (Winny, Kazaara, et al., 2023). 

Nakawa Division, located in Kampala's eastern industrial corridor, emerged as Uganda's primary logistics hub hosting 

the majority of clearing and forwarding enterprises. The concentration resulted from strategic proximity to key 

infrastructure including Port Bell on Lake Victoria, inland container depots, bonded warehouses, customs offices, and 

major transportation corridors connecting Uganda to Kenya's port of Mombasa (Alex & Kazaara, 2023). 

Approximately 68 registered clearing and forwarding firms operated in Nakawa Division, serving diverse clientele 

including multinational corporations, local importers, government agencies, and small-scale traders (Alex & Moses, 

2024). The sector employed over 2,500 professionals and contributed significantly to Uganda's services economy. 

The external business environment for clearing and forwarding enterprises encompassed multiple dimensions (W. 

Paul & Kazaara, 2023). The competitive environment was characterized by intense rivalry among numerous firms 

competing primarily on price, with low barriers to entry continuously introducing new competitors (Faridah et al., 

2023). The regulatory environment included customs regulations, tax policies, licensing requirements, quality 

standards, and anti-corruption frameworks administered by Uganda Revenue Authority, Uganda National Bureau of 

Standards, and Ministry of Trade (Winny, Ariyo, et al., 2023). The economic environment encompassed exchange 

rate fluctuations, inflation rates, interest rates, fuel costs, and overall economic growth affecting trade volumes and 

client payment capacities (Kazaara et al., 2024). 

The technological environment introduced innovations including digital customs systems (ASYCUDA World), cargo 

tracking technologies, electronic documentation platforms, and blockchain applications that reduced processing times 

while potentially commoditizing services and increasing price competition (Denis & Richard, 2023). The political 

environment included trade agreements (East African Community protocols, COMESA arrangements), political 

stability, government trade policies, and infrastructure development priorities. The socio-cultural environment 

encompassed business practices, negotiation norms, relationship-based commerce traditions, and ethical standards in 

an industry historically challenged by informal payments and corruption allegations (Winny, Kazaara, et al., 2023). 

Effective pricing in logistics services was conceptualized as the capability to establish price levels that simultaneously 

achieved multiple objectives: covering operational costs, generating acceptable profit margins, remaining competitive 

relative to alternatives, reflecting value delivered to customers, maintaining long-term client relationships, and 

supporting business sustainability (Sarah & Audrey, 2024). Price effectiveness transcended mere profitability 

maximization, encompassing strategic positioning, customer satisfaction, and adaptive responsiveness to 

environmental dynamics. 
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Theoretical frameworks including the Structure-Conduct-Performance paradigm proposed that industry structure 

(determined by environmental factors) shaped firm conduct (including pricing strategies) which ultimately determined 

performance outcomes (Julius, 2024). The Resource Dependence Theory suggested that organizations depended on 

external resources controlled by environmental actors, creating power asymmetries that influenced pricing autonomy. 

Previous research in service industries demonstrated that environmental turbulence, competitive intensity, regulatory 

constraints, and customer power significantly affected pricing flexibility and profitability (Irumba et al., 2024). 

However, limited empirical investigation existed specifically examining these relationships in Uganda's clearing and 

forwarding sector, despite the industry's economic significance and unique environmental characteristics shaped by 

landlocked geography, customs efficiency challenges, and regional integration dynamics (Lydia et al., 2023). 

2.0 Problem Statement 

Clearing and forwarding enterprises in Nakawa Division faced persistent challenges in establishing and maintaining 

effective pricing strategies that ensured profitability while remaining competitive (Ahumuza et al., 2025). Industry 

consultations revealed that firms frequently engaged in destructive price wars that eroded profit margins below 

sustainability levels, with some enterprises reporting net margins below 5% (Sarah & Audrey, 2024). Clients 

increasingly leveraged competitive pressures to negotiate significant price reductions, while operational costs 

escalated due to fuel price increases, regulatory compliance expenses, and infrastructure deficiencies (K. Paul et al., 

2023). 

Preliminary observations indicated that external environmental factors significantly constrained pricing autonomy, 

forcing enterprises into reactive price adjustments that compromised long-term strategic positioning (Innocent et al., 

2023). However, systematic understanding of how specific environmental dimensions influenced pricing effectiveness 

remained unclear. Some enterprises appeared to navigate environmental challenges more successfully than others, 

suggesting differential capabilities in environmental assessment and strategic response (K. Paul et al., 2023). This 

performance variation raised questions about which environmental factors exerted the strongest influence on pricing 

outcomes and what adaptive strategies enabled pricing effectiveness despite environmental pressures (Ronald et al., 

2023). 

The knowledge gap prevented evidence-based pricing strategy development and hindered industry advocacy for policy 

reforms addressing structural constraints. Without empirical clarification of environment-pricing relationships, 

enterprises lacked analytical foundations for strategic planning, while policymakers missed insights into regulatory 

impacts on industry sustainability and competitiveness. 

3.0 Objective 

To examine the relationship between external business environment and effective pricing among clearing and 

forwarding logistics enterprises in Nakawa Division, Kampala. 

4.0 Methodology 

4.1 Research Design 
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This study employed a cross-sectional survey research design utilizing both quantitative and qualitative methodologies 

(Nafiu, 2012). The cross-sectional approach was appropriate as it enabled simultaneous assessment of environmental 

perceptions and pricing effectiveness across multiple enterprises within a defined timeframe, facilitating correlation 

analysis while maintaining research efficiency and cost-effectiveness. 

4.2 Study Population and Sampling 

The target population comprised 68 registered clearing and forwarding firms operating in Nakawa Division with 

combined workforce of approximately 820 employees. Using Yamane's formula at 95% confidence level with 5% 

margin of error, a sample size of 196 respondents was calculated. Stratified random sampling ensured representation 

across firm sizes (large, medium, small) and respondent categories (Olanrewaju et al., 2021). Within each stratum, 

simple random sampling selected specific participants. The final sample included 42 managers/owners, 38 pricing and 

finance officers, 76 operations and logistics coordinators, and 40 sales and customer service personnel across 48 

different enterprises. 

4.3 Data Collection Methods 

Primary data were collected through structured self-administered questionnaires containing closed-ended and open-

ended questions. The questionnaire comprised four sections: respondent demographics, external business environment 

assessment, pricing strategies and practices, and perceived pricing effectiveness (George Stanley & Nafiu, 2020). 

Five-point Likert scales measured perceptions regarding environmental factors and pricing outcomes. Additionally, 

12 key informant interviews were conducted with senior managers from select enterprises to capture nuanced insights 

on environment-pricing dynamics. Secondary data were obtained through review of industry reports, regulatory 

documents, Uganda Revenue Authority statistics, and enterprise pricing records where accessible (Aslam et al., 2022). 

4.4 Data Collection Instruments 

The questionnaire was validated through expert review by logistics management professionals and academic 

supervisors, establishing content validity. Reliability testing conducted through pilot study with 20 respondents from 

clearing firms in Kampala Central Division yielded Cronbach's alpha of 0.863, indicating high internal consistency. 

Interview guides were semi-structured, allowing flexibility to explore emerging themes while maintaining focus on 

research objectives. 

4.5 Data Analysis 

Quantitative data were coded, cleaned, and analyzed using Statistical Package for Social Sciences (SPSS) version 26 

(Nelson et al., 2022). Descriptive statistics including frequencies, percentages, means, and standard deviations 

characterized environmental assessments and pricing effectiveness levels. Pearson correlation coefficient analysis 

examined relationships between environmental dimensions and pricing effectiveness indicators. Multiple regression 

analysis determined the predictive power of environmental factors on pricing effectiveness while controlling for firm 

characteristics. Qualitative data from open-ended questions and interviews were transcribed, coded, and thematically 
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analyzed to provide contextual understanding. Statistical significance was established at p < 0.05 (Nelson et al., 2023). 

Results were presented in tables with comprehensive narrative interpretations. 

5.0 Results and Discussion 

5.1 Response Rate 

Out of 196 questionnaires distributed, 187 were returned and found usable for analysis, yielding a response rate of 

95.4%. This exceptionally high response rate exceeded recommended thresholds and reflected strong industry interest 

in research addressing pricing challenges. 

5.2 Demographic Characteristics 

Table 1: Demographic Profile of Respondents (N=187) 

Characteristic Category Frequency Percentage 

Gender Male 128 68.4% 

 Female 59 31.6% 

Age Group 25-35 years 84 44.9% 

 36-45 years 67 35.8% 

 46-55 years 28 15.0% 

 Above 55 years 8 4.3% 

Education Level Diploma 52 27.8% 

 Bachelor's Degree 109 58.3% 

 Master's Degree 23 12.3% 

 Professional Qualification 3 1.6% 

Work Experience 1-3 years 48 25.7% 

 4-7 years 79 42.2% 

 8-12 years 43 23.0% 

 Over 12 years 17 9.1% 

Position Manager/Owner 39 20.9% 

 Pricing/Finance Officer 36 19.3% 

 Operations Staff 73 39.0% 

 Sales Personnel 39 20.9% 

Firm Size Large (50+ employees) 47 25.1% 

 Medium (11-49 employees) 89 47.6% 

 Small (1-10 employees) 51 27.3% 

Source: Primary Data, 2024 
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Table 1 presented demographic characteristics of study participants. The gender distribution showed male 

predominance at 68.4%, reflecting broader patterns in Uganda's logistics sector where operations-intensive 

environments traditionally attracted male employees. However, the 31.6% female representation indicated gradual 

progress toward gender balance, particularly in managerial and customer-facing roles. The age distribution revealed a 

relatively youthful workforce with 80.7% below 46 years, suggesting industry vitality and potential for innovation 

adoption. 

Educational qualifications demonstrated high professional competency, with 72.2% holding bachelor's degrees or 

higher. This educational profile indicated that respondents possessed adequate analytical capabilities to assess 

complex environmental factors and their pricing implications meaningfully. The concentration of experience in the 4-

12 year range (65.2%) provided valuable industry knowledge regarding environmental trends and pricing dynamics 

over business cycles. 

The position distribution ensured comprehensive representation across decision-making levels and functional areas. 

Managers and pricing officers (40.2% combined) brought strategic perspectives on pricing decisions, while operations 

and sales staff (59.9% combined) provided frontline insights on implementation realities and customer interactions. 

The firm size distribution achieved reasonable balance across categories, enabling analysis of whether environmental 

impacts and pricing effectiveness varied by organizational scale. 

5.3 Assessment of External Business Environment 

Table 2: External Environment Dimensions and Intensity Ratings (N=187) 

Environmental Dimension Mean Score (1-5) SD Intensity Level 

Competitive Environment    

Number of Competitors 4.47 0.68 Very High 

Price Competition Intensity 4.62 0.59 Very High 

Service Differentiation Difficulty 4.23 0.81 High 

New Entrant Frequency 3.89 0.92 High 

Regulatory Environment    

Customs Regulation Complexity 4.18 0.76 High 

Compliance Cost Burden 4.31 0.73 High 

Regulatory Change Frequency 3.87 0.84 High 

Licensing Requirements Stringency 3.56 0.89 Moderate 

Economic Environment    

Exchange Rate Volatility 4.52 0.64 Very High 

Fuel Price Fluctuations 4.68 0.57 Very High 

Client Payment Delays 4.09 0.82 High 
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Interest Rate Levels 3.92 0.88 High 

Customer Power    

Buyer Bargaining Strength 4.34 0.71 High 

Price Sensitivity 4.56 0.62 Very High 

Switching Ease 4.21 0.79 High 

Information Access 3.98 0.85 High 

Technological Environment    

Digital System Adoption Pressure 3.76 0.91 High 

Automation Competitive Threat 3.42 0.96 Moderate 

Overall Environmental Intensity 4.16 0.78 High 

Source: Primary Data, 2024 

Table 2 illustrated external business environment assessments across multiple dimensions. The overall environmental 

intensity rating of 4.16 out of 5.00 indicated that clearing and forwarding enterprises operated in highly challenging 

external conditions that significantly constrained strategic autonomy (Julius & Kaazara, 2025). Price competition 

intensity received the highest rating (4.62), confirming industry concerns about destructive pricing practices. 

Respondents noted that clients routinely solicited quotes from multiple firms, leveraging competitive pressures to 

negotiate substantial discounts. This commoditization of clearing services forced enterprises into price-based 

competition despite efforts to differentiate through service quality. 

The number of competitors (4.47) and difficulty of service differentiation (4.23) reinforced competitive intensity, 

creating market conditions where pricing flexibility was severely limited. New entrant frequency (3.89), while 

somewhat lower, indicated continuous competitive pressure from start-up firms often operating with lower overhead 

costs and aggressive pricing to capture market share. These competitive dynamics suggested that the market structure 

approached perfect competition characteristics, theoretically driving prices toward cost levels that eliminated 

abnormal profits (Julius & Kazaara, 2025). 

Economic environment factors showed particularly high intensity, with fuel price fluctuations (4.68) and exchange 

rate volatility (4.52) creating significant cost uncertainty. Given that fuel costs constituted 15-25% of clearing and 

forwarding operational expenses and many costs were denominated in foreign currencies, these volatilities directly 

impacted pricing calculations and profit margins. Client payment delays (4.09) created cash flow challenges, forcing 

enterprises to factor financing costs into pricing while competing against firms potentially more tolerant of payment 

delays. Interest rate levels (3.92) affected both operational financing costs and client purchasing power, indirectly 

influencing demand and pricing sensitivity(Julius & Margaret, 2025). 

Customer power dimensions revealed strong buyer influence, with price sensitivity (4.56) and bargaining strength 

(4.34) indicating customers' ability to extract pricing concessions. Easy switching between providers (4.21) and 
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increased information access (3.98) enhanced customer negotiating positions, as clients could readily compare prices 

and quality across multiple providers. This power asymmetry shifted value capture from service providers to 

customers, compressing profit margins. 

Regulatory environment assessments showed moderate-to-high intensity, with compliance cost burden (4.31) and 

customs regulation complexity (4.18) creating operational challenges that affected pricing structures. Enterprises 

noted that regulatory compliance required specialized expertise, documentation systems, and liaison activities that 

increased service delivery costs. However, relatively moderate licensing stringency (3.56) suggested that entry barriers 

from regulation were insufficient to limit competition significantly (Julius & Desire, 2025). 

Technological environment factors received lower intensity ratings, with digital adoption pressure (3.76) and 

automation threats (3.42) indicating that while technology was transforming the industry, the pace and impact 

remained moderate compared to other environmental factors. Nevertheless, the directional trend toward digitalization 

suggested future intensification of technology-driven competition. 

The environmental assessment revealed that clearing and forwarding enterprises confronted simultaneous pressures 

from multiple environmental dimensions, creating complex strategic challenges where responses to one pressure 

potentially conflicted with responses to others. For instance, price competition pressures encouraged price reductions 

while fuel cost increases necessitated price increases, forcing difficult trade-offs. 

5.4 Pricing Effectiveness Assessment 

Table 3: Pricing Effectiveness Indicators (N=187) 

Effectiveness Dimension Mean Score (1-5) SD Performance Level 

Pricing Profitability 2.68 0.94 Moderate 

Cost Recovery Adequacy 3.12 0.87 Moderate 

Competitive Price Positioning 3.45 0.82 Moderate 

Pricing Flexibility 2.34 1.01 Low 

Price-Value Alignment 2.91 0.89 Moderate 

Client Price Satisfaction 3.68 0.76 High 

Pricing Transparency 3.52 0.81 Moderate 

Price Stability Maintenance 2.47 0.98 Low 

Strategic Pricing Capability 2.56 0.92 Low 

Pricing Information Adequacy 2.89 0.87 Moderate 

Overall Pricing Effectiveness 2.96 0.89 Moderate 

Source: Primary Data, 2024 

Table 3 presented pricing effectiveness assessments revealing moderate overall performance (2.96 out of 5.00) with 

significant variations across specific dimensions. Client price satisfaction received the highest rating (3.68), suggesting 
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that competitive pricing pressures benefited customers who enjoyed relatively low prices. However, this customer 

satisfaction came at the expense of provider profitability, with pricing profitability rated only 2.68. This divergence 

indicated market inefficiency where competitive dynamics transferred value disproportionately to buyers, potentially 

threatening long-term industry sustainability. 

Critical weaknesses emerged in pricing flexibility (2.34) and price stability maintenance (2.47), confirming that 

enterprises lacked autonomy to adjust prices strategically or maintain stable pricing frameworks. Respondents noted 

that environmental volatilities forced frequent reactive price adjustments that disrupted client relationships and 

complicated internal planning. The inability to maintain price stability undermined long-term contracts and strategic 

client partnerships that might have enabled premium pricing for superior service. 

Strategic pricing capability (2.56) also received low ratings, indicating that enterprises predominantly engaged in 

reactive, tactical pricing rather than proactive, strategic price management. Limited capabilities in market 

segmentation, value-based pricing, dynamic pricing optimization, and price differentiation prevented enterprises from 

capturing value proportional to services delivered. Cost recovery adequacy (3.12) suggested that while most 

enterprises covered immediate operational costs, margins for capital investment, innovation, and business 

development remained constrained. 

Competitive price positioning (3.45) and pricing transparency (3.52) received moderate ratings, indicating that 

enterprises generally achieved market-aligned pricing and communicated prices clearly to clients. However, price-

value alignment (2.91) revealed perception gaps where enterprises believed their pricing inadequately reflected value 

delivered, while clients potentially perceived prices as appropriate given competitive alternatives. This misalignment 

suggested either service quality deficiencies or inadequate value communication. 

The moderate overall pricing effectiveness with specific critical weaknesses painted a picture of an industry struggling 

to achieve sustainable pricing outcomes. The combination of high client satisfaction with low provider profitability 

suggested market failure where competitive forces and power asymmetries prevented efficient price formation that 

balanced producer and consumer surplus appropriately. 

5.5 Correlation Between External Environment and Pricing Effectiveness 

Table 4: Pearson Correlation Analysis (N=187) 

Environmental Variable Pricing Effectiveness Indicator Pearson r P-value Significance 

Competitive Intensity Pricing Flexibility -0.821 0.000 ** 

Competitive Intensity Pricing Profitability -0.768 0.000 ** 

Regulatory Complexity Pricing Transparency 0.764 0.000 ** 

Regulatory Compliance Costs Cost Recovery Adequacy -0.693 0.000 ** 

Economic Volatility Price Stability -0.712 0.000 ** 

Economic Volatility Strategic Pricing Capability -0.645 0.001 ** 
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Customer Power Pricing Profitability -0.734 0.000 ** 

Customer Power Price-Value Alignment -0.658 0.000 ** 

Technological Pressure Pricing Efficiency 0.589 0.003 ** 

Overall Environmental Intensity Overall Pricing Effectiveness -0.738 0.000 ** 

Note: ** Correlation is significant at p < 0.01 level (2-tailed); Negative correlations indicate inverse relationships 

Source: Primary Data, 2024 

Table 4 demonstrated significant correlations between environmental factors and pricing effectiveness dimensions. 

Notably, most correlations were negative, indicating that higher environmental intensity adversely affected pricing 

effectiveness. The strongest negative correlation existed between competitive intensity and pricing flexibility (r = -

0.821, p < 0.01), confirming that intense competition severely constrained enterprises' ability to adjust prices 

strategically. In hypercompetitive markets, any price increase risked immediate customer loss to competitors, while 

price reductions triggered competitive responses that negated advantages, creating prisoner's dilemma dynamics. 

Competitive intensity also strongly negatively correlated with pricing profitability (r = -0.768), validating that intense 

competition eroded profit margins through continuous price pressures. Customer power similarly demonstrated strong 

negative correlation with pricing profitability (r = -0.734) and price-value alignment (r = -0.658), confirming that 

powerful buyers extracted pricing concessions that transferred value from providers to customers. These findings 

aligned with Porter's Five Forces framework, which predicted that competitive intensity and buyer power reduced 

industry profitability. 

Economic volatility correlated negatively with price stability (r = -0.712) and strategic pricing capability (r = -0.645), 

establishing that unstable economic conditions undermined enterprises' ability to maintain consistent pricing 

frameworks or engage in long-term strategic pricing. Respondents noted that exchange rate and fuel price fluctuations 

occurred faster than they could adjust client prices, particularly under fixed-price contracts, creating margin 

compression during volatility periods. 

Regulatory complexity showed positive correlation with pricing transparency (r = 0.764), suggesting that stringent 

regulatory frameworks, while burdensome, potentially enhanced market transparency and reduced information 

asymmetries that could otherwise enable opportunistic pricing. However, regulatory compliance costs negatively 

correlated with cost recovery adequacy (r = -0.693), indicating that regulatory burden increased operational costs that 

enterprises struggled to pass to clients through higher prices. 

Technological pressure demonstrated positive correlation with pricing efficiency (r = 0.589), indicating that 

technology adoption, despite competitive threats, enhanced operational efficiency that supported cost reduction and 

margin preservation. The overall negative correlation between environmental intensity and pricing effectiveness (r = 

-0.738, p < 0.01) provided robust evidence that challenging external environments significantly impaired pricing 

performance. 
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All correlations achieved statistical significance at p < 0.01 level, eliminating chance as an explanation for observed 

relationships. The correlation patterns revealed that external environment primarily constrained rather than enabled 

pricing effectiveness, positioning environmental factors as threats rather than opportunities for most enterprises. This 

finding suggested that industry-wide challenges might require collective action through industry associations or 

regulatory interventions rather than solely enterprise-level strategic responses. 

5.6 Regression Analysis 

Table 5: Multiple Regression Analysis 

Model Summary Value 

R 0.805 

R Square 0.647 

Adjusted R Square 0.636 

Std. Error of Estimate 0.542 

F-statistic 58.723 

Sig. (P-value) 0.000** 

Regression Coefficients 

Independent Variable Beta t-value P-value Significance 

(Constant) 4.532 8.234 0.000 ** 

Competitive Intensity -0.387 -6.892 0.000 ** 

Customer Bargaining Power -0.276 -5.123 0.000 ** 

Economic Volatility -0.213 -4.234 0.000 ** 

Regulatory Burden -0.168 -3.456 0.001 ** 

Technological Adaptation 0.134 2.789 0.006 ** 

Note: Dependent Variable = Pricing Effectiveness Index; ** p < 0.01 

Source: Primary Data, 2024 

Table 5 presented multiple regression analysis results examining predictive relationships between environmental 

factors and pricing effectiveness. The R-square value of 0.647 indicated that the regression model explained 64.7% 

of variance in pricing effectiveness, representing substantial explanatory power. The adjusted R-square (0.636) 

remained close to R-square, confirming model stability. The F-statistic (58.723) with significance p < 0.001 validated 

overall model fitness, establishing that environmental variables collectively predicted pricing effectiveness 

significantly. 

Examining individual predictors, competitive intensity emerged as the strongest negative predictor (β = -0.387, t = -

6.892, p < 0.01). This coefficient indicated that each unit increase in competitive intensity yielded 0.387 units decrease 

in pricing effectiveness, holding other variables constant. The dominant negative effect of competitive intensity 
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confirmed that market structure fundamentally constrained pricing autonomy and profitability, supporting Structure-

Conduct-Performance paradigm predictions. 

Customer bargaining power was the second strongest negative predictor (β = -0.276, p < 0.01), demonstrating that 

powerful buyers significantly impaired pricing effectiveness through their ability to demand concessions. Economic 

volatility (β = -0.213) and regulatory burden (β = -0.168) also significantly negatively predicted pricing effectiveness, 

though with smaller effect sizes. These findings indicated hierarchical environmental impacts where competitive and 

customer power factors exerted greatest influence, followed by economic and regulatory conditions. 

Notably, technological adaptation demonstrated positive predictive power (β = 0.134, p < 0.01), suggesting that while 

technology created competitive pressures, enterprises successfully adapting technology improved pricing 

effectiveness through operational efficiency gains. This finding indicated that strategic responses to environmental 

factors could partially offset negative impacts, with technological capability representing an adaptive mechanism. 

The high positive constant term (4.532) suggested that in hypothetical absence of environmental pressures, pricing 

effectiveness would be substantially higher, implying that environmental constraints rather than internal capabilities 

primarily limited pricing performance. The model's substantial explanatory power confirmed that external 

environment constituted the primary determinant of pricing effectiveness variability across enterprises. 

The regression findings provided empirical foundation for strategic recommendations, indicating that enterprises 

should prioritize competitive differentiation strategies reducing price competition intensity, relationship management 

approaches reducing customer power asymmetries, and operational efficiency improvements buffering against 

economic volatilities. However, the substantial environmental determination of pricing outcomes also suggested limits 

to enterprise-level strategies, pointing toward potential benefits of industry-level collective action addressing 

structural environmental constraints. 

Conclusions 

The study concluded that environmental factors played a dominant and measurable role in shaping pricing 

effectiveness, with the regression model explaining 64.7% of the variation in pricing outcomes. The closeness between 

the R-square and adjusted R-square values indicated that the model was stable and not over-fitted, while the highly 

significant F-statistic confirmed that the environmental variables collectively exerted a strong and reliable influence 

on pricing performance. These results showed that pricing effectiveness was not primarily determined by internal 

managerial decisions but was largely shaped by external conditions surrounding the enterprise. 

 

The analysis further revealed that competitive intensity was the strongest negative force affecting pricing 

effectiveness. As competition increased, the ability of enterprises to set effective prices declined sharply, indicating 

that firms operating in highly competitive markets faced significant pressure to reduce prices or limit margins. 

Customer bargaining power also undermined pricing effectiveness, demonstrating that buyers with strong negotiating 

strength frequently demanded discounts, concessions, or flexible pricing structures. Economic volatility added another 
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layer of constraint, as unstable economic conditions limited firms’ ability to maintain consistent pricing strategies. 

Regulatory burden had a negative, though smaller, impact, suggesting that compliance obligations restricted pricing 

autonomy by increasing operational costs and reducing flexibility. Together, these factors formed a hierarchy of 

environmental pressures, with competitive and customer influences exerting the strongest effects. 

 

Interestingly, technological adaptation emerged as the only environmental factor that enhanced pricing effectiveness. 

Firms that adopted technology effectively benefited from improved operational efficiency, better market intelligence, 

and optimized production or service delivery processes. These advantages allowed them to withstand external 

pressures and maintain stronger pricing positions. The positive constant term showed that pricing effectiveness would 

be significantly higher in the absence of environmental constraints, emphasizing that external pressures not internal 

weaknesses were the main limitations to pricing performance. 

Recommendations 

Strengthening competitive differentiation would help minimize direct price competition and allow firms to command 

better prices. Managing customer relationships strategically would reduce buyer dominance and create more balanced 

negotiation dynamics. Enhancing operational efficiency especially through technological investment would cushion 

firms against the effects of economic instability and reduce vulnerability to sudden market shifts. 

 

 At the same time, the study indicated that firm-level strategies had inherent limits due to the strong structural nature 

of environmental pressures. This suggested the need for collective industry efforts aimed at addressing market-wide 

constraints, such as advocating for fair regulatory frameworks, encouraging collaborative standards, and reducing 

destructive price competition. 
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