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Abstract

This study examines the effects of inflation on jewelry consumers in Nepalgunj, Nepal, using a 
descriptive research design. The research aims to understand how inflation affects purchasing 
power, identify coping strategies, assess the impact on demand, and explore mitigation 
measures. The findings reveal that 70% of respondents believe middle-class individuals are most 
affected by inflation, leading to reduced jewelry affordability. Additionally, 30% of respondents 
agree that people buy less jewelry nowadays, and 76% agree that customers opt for substitute 
products as gifts instead of jewelry. The study suggests that inflation significantly impacts the 
jewelry industry, reducing consumer purchasing power and altering spending behaviors. To 
navigate these challenges, businesses in the jewelry sector must adopt strategic measures, such 
as price adjustments, value emphasis, and efficient sourcing practices. The findings provide 
valuable insights for policymakers, economists, and businesses in the jewelry industry. The 
study's implications include the need for policymakers to consider the impact of inflation on 
the jewelry industry and its consumers, for economists to develop models that better predict 
consumer behavior during inflation, and for businesses to adopt strategic measures to mitigate 
the effects of inflation. Overall, the study highlights the importance of understanding the effects 
of inflation on jewelry consumers and the need for stakeholders to take proactive measures to 
address these challenges.
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Introduction

Inflation represents a sustained increase in the general price level of goods and services in an 

economy over a period of time. This phenomenon results in the decline of purchasing power, 

where each unit of currency buys fewer goods and services than it did previously. Inflation is 

typically measured by the annual percentage increase in a price index, such as the Consumer 

Price Index (CPI). Contrarily, deflation is characterized by a decrease in the general price level, 

enhancing purchasing power. Inflation can be categorized into demand-pull inflation, cost-push 

inflation, and built-in inflation, each driven by various factors such as increased production 

costs, rising material and labor costs, and heightened market demand.

The impact of inflation is notably significant on commodities like precious metals, including 

gold and silver, and the businesses dealing with them. As inflation rises, investors often turn 

to gold and silver as a hedge, increasing their demand and prices. Consequently, inflation 

diminishes the currency's buying power for these metals. The federal reserve's actions, such as 

raising interest rates, further influence the prices of gold and silver bars, affecting jewelers and 

consumer consumption.

Impact Jewelry is a small store located in Nepalgunj, Nepal, specializing in handmade, unique 

jewelry crafted by local artisans. This organization not only provides a platform for artisans 

to showcase their skills but also supports their economic empowerment by adhering to ethical 

sourcing and fair trade principles. By organizing workshops and training programs, Impact 

Jewelry contributes positively to the local economy and community.

Factors Influencing Jewelry Inflation

Several factors contribute to the inflation of gold and silver jewelry prices, including:

i. Precious Metal Prices : The primary driver of jewelry inflation is the price of gold and 

silver, influenced by global economic conditions, geopolitical uncertainties, supply and 

demand dynamics, interest rates, currency fluctuations, and investor sentiments.

ii. Global Economic Conditions : Economic stability and growth worldwide affect the 

demand for luxury items like gold and silver jewelry. During economic booms, higher 

consumption leads to increased demand and prices for these items.

iii. Currency Fluctuations : Since gold and silver are priced in US dollars, exchange rate 

fluctuations can impact their prices globally. A weaker domestic currency against the 

US dollar means higher costs for importing these metals.
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iv. Interest Rates : Set by the Federal Reserve, interest rates can influence inflation. Lower 

interest rates tend to boost borrowing and spending, increasing demand for jewelry and 

reducing the opportunity cost of holding non-interest-bearing assets.

v. Jewelry Demand and Trends : Fashion trends, cultural preferences, and consumer 

sentiments heavily influence the demand for gold and silver jewelry. Changes in 

consumer preferences or fashion trends can significantly impact demand.

vi. Production Costs : Inflation affects production costs, including labor, energy, and other 

expenses, leading to higher prices for consumers.

Purpose of the Study

This study aims to investigate the effects of inflation on jewelry consumers in Nepalgunj. 

Specifically, it seeks to:

i. Understand how inflation affects the purchasing power of jewelry customers.

ii. Identify ways jewelry customers cope with rising prices.

iii. Assess the impact of inflation on the demand for different types of jewelry.

iv. Explore measures customers can take to mitigate the effects of inflation on their 

purchasing decisions.

Literature Review

Inflation, defined as the sustained increase in the general price level of goods and services in 

an economy over time, has significant implications for both consumers and businesses. The 

jewelry industry, being a luxury sector, is particularly vulnerable to inflationary pressures. This 

literature review examines how inflation affects consumer behavior, specifically within the 

jewelry industry.

Inflation can lead to various changes in consumer behavior. According to Khan (2013), an 

increase in prices typically results in decreased demand as consumers may seek alternative 

products or delay purchases. This behavior is rooted in the economic principle that higher 

prices reduce the real purchasing power of consumers, prompting them to prioritize essential 

goods over luxury items.

 Dholakia (2001) further emphasized that inflation erodes consumer confidence, which can lead 

to a significant reduction in spending on non-essential goods, including jewelry.

Several studies have focused on the impact of inflation on the jewelry industry. Kumar and 
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Steenkamp (2007) found that inflation adversely affects the sales of luxury goods, including 

jewelry. Their research indicates that during inflationary periods, the perceived value of luxury 

items declines, leading to decreased consumer spending. Suri and Monroe (2003) also observed 

that high inflation prompts consumers to delay jewelry purchases due to economic uncertainty 

and a more conservative approach to spending.

The Jewelers Board of Trade (2019) provided a detailed analysis of how inflation specifically 

impacts the jewelry sector. The report highlighted that rising inflation increases the costs of 

raw materials, such as gold and silver, leading to higher production costs and, consequently, 

higher retail prices. These price increases can make jewelry less affordable, resulting in reduced 

consumer demand. The report stressed the importance for jewelers to implement strategic 

pricing and sourcing practices to mitigate the effects of inflation.

Similarly, National Jeweler (2020) noted that inflation not only raises material costs but also 

increases operational expenses, including labor and energy. These higher costs necessitate price 

adjustments, which can deter potential buyers. The study highlighted that during inflationary 

periods, consumers might shift towards more affordable alternatives or delay their purchases 

altogether, further impacting the jewelry market.

Baron and Gracia (2021) examined the dynamics between inflation and jewelry prices within 

the retail market. Their research demonstrated a significant positive correlation between the 

two variables, suggesting that increases in inflation tend to be associated with corresponding 

rises in jewelry prices. This relationship was found to be more pronounced in luxury segments 

of the jewelry market, indicating that higher-end products are more sensitive to inflationary 

pressures. Additionally, the study highlighted that retailers adjust jewelry prices not only based 

on current inflation rates but also in anticipation of future inflation trends, reflecting a strategic 

pricing approach to mitigate potential losses. The findings underscore the importance for both 

retailers and consumers to monitor inflation as a key determinant of jewelry pricing dynamics 

in the retail sector.

Wang (2017) conducted a study on the impact of inflation on luxury jewelry purchases, revealing 

several key insights. One of the primary findings was that rising inflation rates significantly 

impact consumer purchasing behavior for luxury jewelry, leading to reduced purchasing power 

and more cautious spending. However, the study also found that some consumers view luxury 

jewelry as a stable investment during economic uncertainty, which can sustain or increase their 

purchasing despite inflation.
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The study also highlighted demographic variations in the impact of inflation on luxury jewelry 
purchases. High-net-worth individuals and older consumers are more likely to continue 
purchasing luxury jewelry, viewing it as a long-term investment and status symbol. This 
suggests that luxury jewelry brands may be able to maintain sales among these demographic 
groups even during inflationary periods.

Brand loyalty was also found to play a crucial role in mitigating the negative effects of inflation. 
Consumers with strong brand loyalty tend to maintain their spending on luxury jewelry even 
during inflationary periods. This underscores the importance of building and maintaining strong 
relationships with customers for luxury jewelry brands.

In terms of marketing strategies, the study suggests that luxury jewelry brands should adapt 
their approach during inflationary times by emphasizing the investment value, timelessness 
of luxury jewelry, and reinforcing brand loyalty. By communicating the long-term value and 
stability of their products, brands can help maintain consumer confidence and sustain sales during 
economic uncertainty. Ultimately, the study concludes that while inflation generally dampens 
consumer spending on luxury jewelry, strategic marketing and a focus on the investment value 
of these items can help brands manage the challenges posed by inflation. By understanding 
the nuances of consumer behavior and adapting their marketing strategies accordingly, luxury 
jewelry brands can navigate inflationary periods and maintain their market share.

Kumar (2023) conducted a case study focusing on the impact of inflation on jewelry merchants 
in India. The study found that inflation significantly affects the operational costs and pricing 
strategies of jewelry merchants. Higher inflation rates led to increased costs of raw materials, 
which in turn forced merchants to raise their prices. This price adjustment often resulted in 
reduced consumer demand, especially in lower-income segments. The research also highlighted 
that jewelry merchants adopted various strategies to cope with inflation, such as diversifying 
their product ranges and investing in more cost-efficient supply chain practices. Moreover, the 
study underscored the resilience and adaptability of Indian jewelry merchants in navigating 
economic challenges posed by inflation, indicating that proactive management and strategic 
planning are crucial for sustaining business operations during inflationary periods.

Kumar and Steenkamp (2007) explored the broader effects of inflation on luxury goods. Their 
study revealed that luxury items, such as jewelry, are particularly susceptible to inflationary 
pressures due to their reliance on discretionary spending. As inflation rises, consumers' 
willingness to spend on luxury goods diminishes, leading to a decline in sales. The researchers 
suggested that luxury brands should emphasize the intrinsic value and investment potential of 
their products to maintain consumer interest during periods of high inflation.
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Suri and Monroe (2003) examined the psychological impacts of inflation on consumer purchase 
decisions. They found that inflation creates a sense of economic uncertainty, causing consumers 
to adopt a more conservative approach to spending. This often results in reduced expenditures 
on high-value items like jewelry. The study highlighted the critical role of consumer confidence 
in driving sales and recommended that businesses focus on building trust and perceived value 
to counteract the negative effects of inflation.

In summary, the literature consistently indicates that inflation negatively impacts the jewelry 
industry by reducing consumer purchasing power and altering spending behaviors. Businesses 
in the jewelry sector must adopt strategic measures, such as price adjustments, value emphasis, 
and efficient sourcing practices, to navigate the challenges posed by inflation.

Research Methods

This study employs a descriptive research design to investigate the effects of inflation on 
jewelry consumers in Nepalgunj.

Population and Sample: The study focuses on the population of Nepalgunj, with a sample size 
of 50 selected using convenience sampling.

Research Instruments: Primary data were collected through interviews, questionnaires, and 
observations from jewelry customers..

Data Analysis: The data were analyzed using percentage and two-way analysis, with results 
presented in tables, diagrams, and charts.

By understanding the impact of inflation on jewelry customers in Nepalgunj, this study aims to 
provide valuable insights for policymakers, economists, and businesses in the jewelry industry.

Data presentation and analysis

The price of gold and silver may differ because of economic condition and rate difference 
exchange

Table 1
Age description of respondents

Age group(year) No.of Respondents Percentage
15-20
21-25
26-30

Above 30

10
25
10
5

20
50
20
10

Total 50 100%

Source: field survey, May,2024
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The above table  show the age of respondents .There is age group 15-20 years, 21-25 years, 26-

30 years, and above 30 years. The number of respondents are, 10, 25 and 10 and 5 respectively. 

In percentage there are 20%, 50%, 20% and 10% respectively.

Table 2

Are the sales decreased by rising price of Gold and Silver

Responses No.of Respondents percentage

Strongly Agree
Agree

Neutral
Disagree

Strongly Disagree

10
15
5
15
5

20%
30%
10%
30%
10%

Total 50 100%

Source: field survey March,2024

From the above table, there are 50 respondents out of them,10 are strongly agree,15 are neutral, 

15 are disagree and 5 are strongly disagree with the sales decreased when rising price of gold 

and silver.

Table 2

People tend to buy less jewelry nowadays.

Yes 15 30%

No 30 70%

Source: field survey March,2024

The survey results indicate that 30% of the respondents (15 out of 50) agree that people tend 

to buy less jewelry nowadays, while 70% of the respondents (30 out of 50) disagree with this 

statement. This suggests that the majority of the respondents do not believe that people are 

buying less jewelry nowadays.
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Table 3

Has the inflation really affected the jewellery customer
Responses No.of Respondents percentage

Strongly Agree

Agree

Neutral

Disagree

Strongly Disagree

5

10

20

5

10

10%

20%

40%

10%

20%
Total 50 100%

Source: field survey March,2024

Inflation's Impact on Jewelry Customer Purchase Behavior;The survey results indicate that 

30% of respondents (15 out of 50) agree that people tend to buy less jewelry nowadays, while 

70% of respondents (30 out of 50) disagree with this statement. However, when asked about 

the impact of inflation on jewelry customer purchase behavior, the results are more nuanced.

According to economic theory, the demand for consumer goods, including jewelry, is influenced 

by several factors, including employment, wages, prices/inflation, interest rates, and consumer 

confidence. Higher inflation rates can erode purchasing power, making it less likely that 

consumers have excess income to spend on luxury items like jewelry.

However, other factors may also be influencing jewelry purchase behavior. For example, 

changes in consumer preferences, shifts in fashion trends, and the availability of alternative 

luxury goods may also be impacting jewelry demand.

Table 3

Customer tends to purchase substitute product as gift instead of jewelry as gift

Responses No.of Respondents percentage

Strongly Agree
Agree

Neutral
Disagree

Strongly Disagree

30
8
5
5
2

60%
16%
10%
10%
4%

Total 50 100%

Source: field survey March,2024
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From table no.3, The survey results indicate that a significant majority of respondents (76%) 

agree that customers tend to purchase substitute products as gifts instead of jewelry. This 

suggests that jewelry may not be the preferred choice for gifts among customers.

 60% of respondents strongly agree that customers tend to purchase substitute products as gifts 

instead of jewelry, indicating a strong trend towards alternative gift options.

: When combining the "Strongly Agree" and "Agree" responses, a total of 76% of respondents 

agree that customers prefer substitute products as gifts, highlighting a significant shift away 

from jewelry as a preferred gift option.

Only 14% of respondents (Disagree and Strongly Disagree) disagree with the statement, 

indicating that a small minority of customers may still prefer jewelry as gifts.

Table 4

Which class people do you think aren’t able to afford jewelry due to inflation

Responses No.of Respondents percentage

Lower class

Middle class

Upper class

10

35

5

30%

70%

10%

Total 50 100%

This data suggests that the majority of respondents believe that middle-class people are the 

ones who are most likely to struggle to afford jewelry due to inflation. This is a surprising 

result, as one might expect the lower class to be more affected by inflation and less able to 

afford luxury items like jewelry.

30% of respondents (10 people) think that the lower class is most affected by inflation and 

unable to afford jewelry. This is a relatively small proportion, suggesting that most respondents 

do not think that the lower class is the most affected by inflation.

70% of respondents (35 people) believe that the middle class is most affected by inflation and 

unable to afford jewelry. This is a significant majority, indicating that most respondents think 

that the middle class is the most vulnerable to inflation.

Only 10% of respondents (5 people) think that the upper class is affected by inflation and 

unable to afford jewelry. This is a very small proportion, suggesting that almost no one thinks 

that the upper class is struggling to afford jewelry due to inflation.
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There could be several reasons why respondents think that the middle class is most affected 

by inflation. One possibility is that the middle class has a higher expectation of being able 

to afford certain luxuries, including jewelry, and therefore feels the pinch of inflation more 

acutely. Another possibility is that the middle class is more likely to be affected by inflation 

because they have a higher proportion of discretionary income, which is more likely to be spent 

on luxury items like jewelry.

Overall, this data suggests that respondents believe that inflation is having a disproportionate 

impact on the middle class, making it difficult for them to afford luxury items like jewelry

Conclusion / Implications Of The Study

This study investigates the effects of inflation on jewelry consumers in Nepalgunj, Nepal. The 

research aims to understand how inflation affects the purchasing power of jewelry customers, 

identify ways customers cope with rising prices, assess the impact of inflation on the demand 

for different types of jewelry, and explore measures customers can take to mitigate the effects 

of inflation on their purchasing decisions.

The study finds that the majority of respondents (70%) believe that middle-class people are 

most likely to struggle to afford jewelry due to inflation, which is a surprising result. The 

survey results also indicate that 30% of respondents agree that people tend to buy less jewelry 

nowadays, and a significant majority (76%) agree that customers tend to purchase substitute 

products as gifts instead of jewelry.

The study suggests that inflation has a significant impact on the jewelry industry, leading to 

reduced consumer purchasing power and altered spending behaviors. Businesses in the jewelry 

sector must adopt strategic measures, such as price adjustments, value emphasis, and efficient 

sourcing practices, to navigate the challenges posed by inflation. The findings of this study 

provide valuable insights for policymakers, economists, and businesses in the jewelry industry.

The findings of this study have several implications for policymakers, economists, and 

businesses in the jewelry industry:

i. Policymakers: The study highlights the need for policymakers to consider the impact of 

inflation on the jewelry industry and its consumers. They should implement policies that 

mitigate the effects of inflation,such as stabilizing the economy, controlling prices, and 

promoting economic growth.
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ii. Economists: The study provides insights into the behavior of jewelry consumers during 

periods of inflation. Economists can use these findings to develop models that better predict 

consumer behavior and inform policy decisions.

iii. Businesses in the Jewelry Industry: The study suggests that businesses in the jewelry 

industry should adopt strategic measures to navigate the challenges posed by inflation. 

These measures may include:

iv. Price adjustments: Businesses should adjust their prices to reflect the changing costs of 

raw materials and production.

v. Value emphasis: Businesses should emphasize the intrinsic value and investment potential 

of their products to maintain consumer interest during periods of high inflation.

vi. Efficient sourcing practices: Businesses should adopt efficient sourcing practices to reduce 

costs and maintain profitability.

vii. Diversification: Businesses should consider diversifying their product offerings to include 

substitute products that are less affected by inflation.

viii. Marketing Strategies: The study suggests that businesses in the jewelry industry should 

develop marketing strategies that take into account the changing behavior of consumers 

during periods of inflation. These strategies may include:

ix. Targeting middle-class consumers: Businesses should target middle-class consumers who 

are most affected by inflation and offer them affordable and value-for-money products.

x. Emphasizing the emotional value of jewelry: Businesses should emphasize the emotional 

value of jewelry, such as its sentimental significance, to appeal to consumers who are 

looking for alternative luxury goods.

xi. Consumer Education: The study highlights the need for consumer education on the impact 

of inflation on the jewelry industry. Consumers should be educated on the factors that affect 

the prices of jewelry and the benefits of investing in jewelry as a hedge against inflation.

Overall, the study provides valuable insights into the impact of inflation on the jewelry industry 

and its consumers. The implications of the study can inform policy decisions, business strategies, 

and marketing tactics that promote the growth and development of the jewelry industry
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