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Abstract 

This literature research focuses on the impact of high business premises 
rental prices on product selling prices, a critical issue that influences 
business dynamics and consumer behavior. With rental costs rising, 
many businesses face the dilemma of maintaining profit margins without 
offloading additional costs to consumers. This research uses a literature 
review method to explore how rising rental prices affect pricing 
decisions by businesses, as well as consumer responses to these price 
changes. This research reveals that rising rental prices often force 
businesses to adjust selling prices, which can influence consumer 
purchasing behavior. Furthermore, this study highlights business 
strategies in managing high rental costs, including operational 
optimization and adoption of e-commerce business models to reduce 
dependence on physical locations. The research also discusses the long-
term implications of rising rental prices on business sustainability and 
customer loyalty, and offers recommendations to stakeholders on how 
to navigate this challenge effectively. It is hoped that the results of this 
research can help businesses formulate responsive and innovative 
pricing strategies, as well as increase understanding of the dynamics of 
rental prices and their impact on the business ecosystem as a whole. 
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INTRODUCTION 

In an increasingly competitive business environment, business 

premises rental prices are one of the important factors influencing business 

success and sustainability, especially for Small and Medium Enterprises 

(SMEs). High rental costs in strategic locations are often considered an 
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investment to gain wider market access and increased income potential 

(Gerassimenko et al., 2023). However, this also creates challenges, where 

large rental costs can affect the overall cost structure and ultimately influence 

product selling price decisions. 

Setting product selling prices is a critical aspect that determines the 

competitive position of a business in the market. Choosing the right price 

must not only reflect the value of the product or service offered, but must 

also consider external factors such as the cost of renting business premises. 

An increase in rental costs can force business actors to increase the selling 

price of their products, which in turn can affect consumer buying interest and 

the business' competitive position in a competitive market (Pothineni, 2023). 

In this context, understanding the impact of business premises rental 

prices on product selling price decisions is important. This aspect concerns 

how businesses can adapt and survive in the face of increasing operational 

cost pressures, while maintaining consumer satisfaction and loyalty (Du & 

Wang, 2023). Research on the relationship between rental costs and product 

selling prices can provide valuable insight for business actors in designing 

effective and sustainable pricing strategies, as well as offering perspectives 

for policy makers in creating a conducive business environment (Berezvai & 

Helfrich, 2024). 

The high rental costs make business actors face a dilemma in 

determining the selling price of their products. On the one hand, they must set 

prices sufficient to cover all operational costs and still provide a profit margin 

(haishan, 2024). On the other hand, prices that are too high can reduce 

competitiveness and reduce the attractiveness of the product for consumers. 

The emergence of e-commerce and other sales alternatives that offer lower 

costs has increased pressure on businesses with physical business premises. 

The long-term impact of high rental costs on business sustainability is an area 

that needs to be explored in more depth (Nadeem et al., 2022). 

It is also important to understand how business actors respond to 

increasing rental costs. Do they reduce product quality or quantity to maintain 

selling prices, or choose other strategies such as product diversification, 

improving services, or even relocating the business to a location with cheaper 

rent? Consumer perceptions and decisions regarding price are also an 

important factor. If the selling price of a product is too high due to rental 

costs, consumers may look for other alternatives or change their purchasing 

habits (Rao, 2023). 
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RESEARCH METHOD 

The study in this research is qualitative with literature. The literature 

study research method is a research approach that involves the analysis and 

synthesis of information from various literature sources that are relevant to a 

particular research topic. Documents taken from literature research are 

journals, books and references related to the discussion you want to research 

(Earley, M.A. 2014; Snyder, H. 2019). 

 

RESULT AND DISCUSSION 

The Relationship between Rental Price Levels and Determining Product 

Selling Prices 

The relationship between the level of rental prices for business 

premises and the decision to determine product selling prices is a commercial 

dynamic that is very important for business actors, especially in locations with 

high rental costs such as in city centers or in major commercial areas. 

Increasing rental costs often force entrepreneurs to increase the selling price 

of their products in order to cover higher operational costs and still maintain 

the desired profit margin (Gallo et al., 2022). This decision, while perhaps 

necessary for business continuity, also carries the risk of reducing the 

competitiveness of the product if the selling price becomes too high 

compared to competitors or other product alternatives available on the 

market. 

An increase in selling prices in response to high rental costs can have an 

impact on buyer behavior. Consumers who are sensitive to price may start 

looking for cheaper alternatives or reduce the frequency of their purchases if 

they feel that the product has become less affordable (Maryati & Prasetyo, 

2023). This can result in a decrease in sales volume which ultimately has a 

negative impact on total business income. In situations where it is impossible 

for entrepreneurs to reduce prices due to high rental costs, they need to look 

for other strategies such as increasing the added value of products or 

optimizing operational efficiency to attract and retain customers. 

On the other hand, some entrepreneurs may implement location and 

rental diversification strategies to offset the risks associated with rising rents 

in certain locations. For example, integrating physical sales in low-rent 

locations and online sales can help reduce pressure to increase product prices. 

Apart from that, the use of technology and automation can also help reduce 

operational costs and allow businesses to set more competitive prices (Bani-

Khalaf & Taspinar, 2023). This kind of approach shows how important a deep 
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understanding of the relationship between rental costs and pricing strategies 

is in dealing with economic impacts and maintaining business stability. 

Finding a balance between rental costs and pricing strategies is a 

constant challenge for entrepreneurs. Implementation of cost-benefit analysis 

and accurate market understanding are crucial in this decision-making 

process. Businesses must continuously monitor and assess the elasticity of 

demand for their products to price changes to determine how far they can 

adjust prices without losing significant market share (ogunlade, 2022). In this 

case, effective customer data collection and analysis can provide valuable 

insights into customer preferences and price sensitivities, allowing businesses 

to adjust or explore more appropriate and effective pricing strategies. 

Success in overcoming these pricing challenges often depends on 

business innovation and creativity in offering added value and unique 

experiences to customers. In many cases, this becomes the main 

differentiation that allows entrepreneurs to maintain or even increase product 

selling prices without losing customer appeal. Innovations in customer service, 

product quality improvements, or unique shopping experiences can help 

justify higher prices and strengthen customer loyalty. A strategy like this 

shows how important it is to look beyond just expenses and operational costs 

when setting prices, but also consider the overall value provided to customers 

(Khazaleh, 2024). 

A holistic and adaptive approach to pricing strategy, which takes into 

account factors such as rental costs, consumer behavior and market 

conditions, will help businesses not only survive but also thrive in a 

competitive environment. Strengthening partnerships with property owners 

for more flexible lease negotiations, as well as using technology to improve 

operational efficiency, can also be an important part of a long-term solution 

(Wu et al., 2022). Through a careful and strategic approach, entrepreneurs can 

overcome rental cost pressures and set prices that provide the best value for 

customers while maintaining the financial sustainability of the business. 

 

The Impact of High Rental Prices on Business Strategy 

The long-term impact of high rents on a business can be very 

significant, affecting business strategy, sustainability and even business 

growth. Rising rents can erode business profit margins, making it difficult for 

entrepreneurs to allocate resources into product development, marketing, 

and other growth initiatives. Especially for small and medium-sized businesses, 

excessive rental cost pressures can hinder their ability to compete, limit their 
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operations to less strategic locations, or even encourage quality reduction 

practices to maintain profit margins (Czerniak, 2024). In effect, this can put 

businesses in a dangerous cycle: short-term cost savings that ultimately harm 

long-term traction and growth potential. 

High re intal price is also put preissure i on busine isse is to incre iase i seilling 

price is, which can impact customeir deimand dynamics. An incre iase i in product 

price is can re iduce i customeir satisfaction and trigge ir theim to look for 

alte irnativeis, including switching to compe ititors or choosing morei affordable i 

substitutei products. Thei long-teirm e iffe icts of losing customeirs can be i morei 

than risky for somei busineisse is, e ispe icially in highly compeititivei industrieis 

(Soumadi & Alrjoub, 2023). As a reisult, whilei busine isse is may survive i for somei 

time i with eiroding profit margins, theiir marke it positions may weiake in, limiting 

future i growth opportunitieis and re iducing ope irational reisilie incei. 

Ultimateily, to deial with thei long-teirm impact of high re ints, busine isse is 

must be i adaptive i and innovativei in theiir approach to opeirational and pricing 

strate igie is. This may include i inveistigating alte irnativei sale is me ithods such as e i-

comme irce i, to re iduce i de ipe indeincei on physical locations, or deive iloping 

se irvice i-base id busine iss mode ils that creiate i neiw re ive inuei stre iams that are i le iss 

affe icte id by re intal costs (Che in, 2023). Busine isse is may also ne ie id to collaboratei 

more i closeily with prope irty owneirs to eixplore i morei fle ixible i reintal structureis 

or with joint initiativeis to attract and re itain custome irs. By focusing on building 

strong customeir re ilationships, eixploring neiw growth aveinue is, and continuing 

to innovatei in how theiy provide i value i, busine isse is can be i be itte ir positioneid to 

survive i and thrivei e ivein whein faceid with thei challeinge is of high reints (Alajmi & 

Alfaraj, 2022). 

In facing thei challeinge i of high reintal price is, a thorough undeirstanding 

of thei marke it and consumeir pre ife ire ince is is important. Busineisse is that can 

accurate ily ide intify marke it tre inds and consumeir pre ife ire ince is can more i 

care ifully adjust theiir ope irations and marke iting strate igie is (Yang e it al., 2022). 

For e ixample i, a busine iss may conside ir diveirsifying products or se irvice is to 

maximize i e ixpe insive i re intal locations by attracting a broade ir custome ir base i or 

offe iring highe ir-margin products. Additionally, thei use i of te ichnology and data 

to optimizei inve intory and logistics ope irations can also re iduce i unne ice issary 

e ixpe inse is and increiase i e ifficie incy. 

Teichnology also provideis busineisse is with thei opportunity to 

imple ime int an omni-channeil strate igy, e inabling an eiffe ictive i combination of 

onlinei and offlinei sale is. This not only ke ie ips busine isse is re ile ivant in thei digital 

e ira but also lowe irs thei fixe id costs associateid with physical ope irations. Thei 
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availability of onlinei platforms re iduce is physical sprawl associate id with high 

re intal priceis and provide is acce iss to a wide ir marke it without beiing limiteid to 

onei location (Xiei, 2023). 

Undeirstanding e ixteirnal impacts and se ie iking strateigic collaborations 

can be i anotheir important aspe ict in re iducing thei pre issure i of high re intal 

price is. For e ixample i, companie is can se ie ik goveirnme int subsidieis or inceintiveis 

aime id at small and meidium busine isse is or ceirtain seictors. Collaboration with 

otheir busine isse is in thei form of co-re itailing or share id space is is anotheir 

strate igy that can re iduce i re intal costs pe ir unit. By adopting a proactive i and 

innovativei approach, as we ill as focusing on optimizing reisource is and utilizing 

teichnology, busineisse is can maintain theiir sustainability and growth eive in 

whein face id with thei challe ingei of high re intal price is (Abdulhadi e it al., 2023). 

 

Business Actors' Response to Rental Cost Pressure 

Busine iss actors oftein reispond to thei pre issure i of high reintal costs with 

various adjustme int strateigie is, onei of which is increiasing ope irational 

e ifficie incy. Cost reiductions can meian cuts to product quality or quantity, 

e ispe icially if a busine iss is looking for a quick way to adjust profit margins. 

Howeive ir, this approach can be i a double i-e idge id sword. Eive in though it dire ictly 

re iduce is costs, a deicre iase i in product quality can affe ict consumeir satisfaction 

and poteintially causei long-teirm custome ir losseis (Gupta & Se ihgal, 2022). 

Theire ifore i, cost re iduction neie ids to be i donei care ifully to e insure i that product 

standards are i maintaineid. 

Apart from adjusting quality and quantity, busineiss actors may also 

consideir adjusting se illing priceis. Price i incre iase is are i onei simplei way to coveir 

higheir ope irational costs, including reint. Howeive ir, this steip must also be i 

we iigheid care ifully so as not to alieinate i price i-se insitive i consumeirs. Busine iss 

actors must conduct in-deipth marke it re ise iarch to undeirstand consume ir price i 

toleirance i and thei eixte int to which price i incre iase is can be i acce ipte id without 

re iducing sale is volume is. This dynamic e incourage is busine isse is to continuously 

analyze i and unde irstand consumeir be ihavior in thei trade i-off of price i and 

quality in theiir pricing strate igie is (Kaffash & Kheizrimotlagh, 2023). 

In thei long teirm, product innovation and diveirsification will bei ke iy to 

de ialing with re intal cost pre issure is. Cre iative i e intreipre ine iurs ofte in look for ways 

to offeir adde id value i to theiir products or se irvice is, along with incre iasing 

e ifficie incy through neiw teichnology or proce isse is. This not only heilps justify 

price i incre iase is if ne ice issary, but also ope ins up neiw marke it opportunitieis and 

stre ingtheins thei busine iss' standing against thei compe itition. Product 
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dive irsification can heilp attract broade ir marke it se igme ints or introducei product 

lineis with higheir margins that can compe insatei for highe ir re intal costs 

(Wibowo, 2023). Thus, innovation beicome is fundame intal in busine iss growth 

and continuity strateigie is amidst rising fixe id costs such as re intal costs. 

Oveir time i, adaptation to thei changing marke it e invironmeint also plays 

an important rolei in de ialing with re intal cost pre issure is. Many busine iss actors 

re ispondeid by e ixpanding the iir ope irations to digital platforms (Zhou, 2023). Ei-

comme irce i provide is an opportunity to re iach consumeirs without thei neie id to 

add e ixpe insive i physical space i, re iducing de ipe inde incei on high-reint physical 

locations. This tactic not only reiduce is ope irational costs, but also allows 

busine isse is to survivei in unceirtain eiconomic situations. By inveisting in onlinei 

sale is and digital marke iting, busineisse is can not only maintain financial stability 

but also significantly increiase i the iir marke it reiach (Tang, 2024). 

In addition, collaboration and syneirgy be itwe iein busine iss actors is a 

growing tre ind in reisponsei to high reintal costs. Strateigic alliance is or sharing 

space i with otheir busine isse is can optimize i space i use i and share i re intal costs 

(Agarwal e it al., 2022). For eixample i, two busineisse is that arei noncompeititivei 

but have i similar targe it marke its might share i onei store i, allowing theim to cut 

re intal costs by up to 50%. This approach is not only eiffe ictive i for cost 

manage ime int, but can also incre iase i customeir e ixposure i and traffic, be ine ifiting 

all partie is involveid. 

Many companie is are i also changing the iir focus strate igy from quantity 

growth to quality growth. In this conteixt, growth is not always me iasure id 

through physical eixpansion but through increiase id custome ir satisfaction and 

brand loyalty. Busineisse is are i inve isting morei in customeir e ixpe irie ince i, 

improving customeir se irvice i and pe irsonalization. Theisei initiativeis le iad to 

gre iate ir value i cre iation and marke it diffe ire intiation, which are i ke iy to addre issing 

high opeirational costs and driving busineiss sustainability. By focusing on 

quality, busine isse is are i able i to build a stronge ir foundation for long-teirm 

growth eivein whein face id with obstacleis such as high re intal costs (Hanggana 

e it al., 2022). 

 

Consumer Perceptions of Selling Price Adjustments 

Consumeirs' pe irce iptions of saleis price i adjustme ints cause id by high 

re intal costs can vary and are i gre iatly influeince id by thei value i theiy pe irce iive i 

from thei product or se irvice i. Whe in thei price i of a product incre iase is, 

consumeirs te ind to re iasse iss thei valuei theiy are i ge itting against thei cost theiy 

are i paying. If price i incre iase is are i not matcheid by significant acce ileiration in 
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quality or noticeiable i fe iature i additions, consumeirs may fe ie il that theiy are i not 

ge itting valuei for the i mone iy theiy paid (MORITA eit al., 2023). This can le iad to 

disappointme int and reiduce i brand loyalty, eispe icially in a highly compeititivei 

marke it whe ire i consumeirs can e iasily switch to morei affordable i alte irnative is. 

In today's dynamic and transpare int eiconomy, consumeirs are i ge ine irally 

more i informe id and aware i of the i factors that influe incei product price is. The iir 

re isponsei to pricei incre iase is due i to high re intal costs may bei more i sympatheitic 

if busine isse is are i ope in about thei re iasons be ihind thei price i change is. Incre iase id 

communication from thei busine iss, such as an e ixplanation of how reint 

incre iase is impact ope irational costs, can heilp re iduce i thei neigative i impact of 

price i change is. Eiducating consume irs about busineiss re ialitie is can heilp theim 

undeirstand thei situation and maintain theiir loyalty deispite i price i incre iase is 

(Shein & Springe ir, 2022). 

Howeive ir, in thei long teirm, thei sustainability of theisei price i prints is 

highly deipe inde int on thei peirce iption of gre iate ir valuei for consumeirs. 

Busine isse is must be i innovativei and re isponsivei e inough to adapt the i product or 

e ixpe irie ince i offeire id, so that consume irs fe ie il that pricei increiase is are i a 

re ifle iction of actual increiase id value i. In an ideial sce inario, busine isse is usei price i 

incre iase is as an opportunity to inveist in product quality, eixpand custome ir 

se irvice i, or deilive ir a be itteir value i proposition. Ratheir than simply a reiaction to 

higheir re intal costs, this is a strate igy de isigne id to increiase i consumeir 

satisfaction and inteinsity of product use i (Pade i & Fe iure ir, 2022). 

It is important for busineisse is to reicognize i that consumeir purchasing 

be ihavior may change i in re isponsei to price i adjustme ints re isulting from high 

re intal costs. If consumeirs fe ie il burde ine id by price is that are i too high and not 

re ilate id to thei value i obtaine id, theiy may start to eixplore i alte irnative is or re iduce i 

thei fre ique incy of purchase is (Yuliasari e it al., 2023). This can bei e ispe icially true i 

for goods that are i not eisse intial or wheire i substitution options arei e iasy to find 

on thei marke it. To oveircome i this, busineisse is ne ie id to put more i focus on 

diffe ire intiating theiir products or se irvice is, offe iring unique ineiss that 

compe ititors cannot eiasily copy. This strate igy can heilp re itain thei consumeir 

base i and pre ive int marke it e irosion to more i affordable i brands or store is. 

If transpare incy and increiase id value i are i not einough to justify pricei 

incre iase is in thei e iyeis of consume irs, busine isse is should consideir alte irnativei 

approache is to cove iring high re intal costs. Theise i strateigie is may include i 

optimizing ope irations to reiduce i costs, re ineigotiating re intal contracts or eivein 

finding neiw, more i affordable i locations (Thompson, 2024). In thei digital e ira, 

many succe issful busine isse is are i re iducing theiir physical pre ise ince i and shifting 
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to onlinei platforms, the ire iby lowe iring ove irheiad costs and avoiding significant 

price i incre iase is. Thei succe iss of this approach is highly deipe indeint on thei 

busine iss's ability to adapt to thei e i-comme irce i mode il and make i the i be ist use i of 

teichnology (Andrian & Komariah, 2023). 

It is important for busineisse is to continually asseiss and align theiir 

pricing strate igie is with marke it conteixt and consume ir eixpe ictations. In a highly 

price i-se insitive i einvironmeint, using data and analytics to undeirstand consumeir 

be ihavior can inform pricing deicisions. Adopting a dynamic and fleixible i 

approach to price i manage ime int and offe iring pe irsonalize id promotions and 

discounts can heilp in maintaining customeir loyalty eivein in thei face i of price i 

incre iase is. The i use i of loyalty programs and ince intiveis can be i e iffe ictive i in 

e ingaging consume irs and offe iring theim a re iason to continuei choosing a 

particular brand e ive in though theire i may be i more i e iconomical options on thei 

marke it (Fauziyah e it al., 2023). 

 

CONCLUSION 

Thei impact of high busine iss pre imise is re intal price is on product seilling 

price is is a comple ix issue i that has various implications for busine isse is and 

consumeirs. Adjusting se illing price is in re isponsei to increiasing re intal costs can 

trigge ir varying re iactions from consume irs, de ipe inding on how theiy pe irce iive i 

thei value i of thei product or se irvice i be iing offe ire id. Price i incre iase is that are i not 

accompanie id by re ial incre iase is in value i can cause i consume ir dissatisfaction and 

poteintially damage i theiir loyalty to thei brand. Theire ifore i, ope inneiss and cle iar 

communication reigarding thei re iasons be ihind price i incre iase is is ve iry 

important. Through thei right and strate igic approach, busine isse is can 

oveircome i thei impact of high re intal price is and maintain marke it sustainability. 

This includeis leive iraging te ichnology to re iduce i costs, communicatei e iffe ictive ily 

with consumeirs, and continuei to be i innovativei in offe iring supe irior products 

or se irvice is. Maintaining a balance i be itwe ie in cost manage ime int and meie iting 

consumeir e ixpe ictations is thei ke iy to maintaining consumeir satisfaction and 

marke it compe ititiveine iss in facing the i challeinge i of incre iasing busine iss 

pre imise is re intal costs. 
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