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Abstract

Pay-What-You-Want (PWYW) is a participative pricing mechanism that leaves
it up to the customer to choose a purchase price. Presently, the factors that in-
fluence customers’ willingness to pay are still not completely understood. This
study examines the degree to which willingness to pay in an anonymous
PWYW purchase situation on the Internet is influenced by the social motif of
altruism and communication that as a part of the purchase price, will be do-
nated to a charitable institution identified in advance. We hypothesized that
altruism as well as a social background exerted an increasing impact on wil-
lingness to pay. A specific purchase situation in which the social background
was manipulated was simulated by using online surveys. Altruism was meas-
ured using a 7-point Likert-type scale. The sample consisted of 403 partici-
pants, predominantly students and young adult employees. We found that
communication of a social background led to a highly significant increase in
willingness to pay (p < 0.001). Furthermore, altruism positively impacted the
willingness to pay only on the condition that a social background was commu-
nicated (p < 0.001). The insights acquired provide evidence for multiple theo-
retical assumptions that postulate a relation between willingness to pay and
the social background of a purchase situation. The interaction effect of altru-
ism and social background explains why researchers have rarely succeeded in
showing a fundamental effect of altruism on the willingness to pay in ano-
nymous PWYW situations: To stimulate this correlation, additional characte-
ristics of the purchase scenario seem to be determinative.
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1. Introduction

The price of a product or a service plays an important role for the supplier as
well as for the demander. Among the three profit drivers (e, price, sales volume
and costs), price is the most effective, so that it becomes a marketing instrument
for the seller. Nowadays, psychological effects play a role in decisions surround-
ing pricing mechanisms and the evaluation of a perceived price, which some-
times seems to be inconsistent with the economic rationality. This is where the
Pay-What-You-Want (PWYW) pricing mechanism applies [1]. As part of the
group of participative pricing mechanisms, PWYW is characterized by the fact
that the buyer of a product or service actively participates in the pricing, so that
this is not only determined by the seller’s side. It follows that these pricing mod-
els can be clearly distinguished from the fixed price model. Fixed prices mean
that the seller determines a price and does not allow the buyer to be a part of the
price discovery process. Among participative pricing mechanisms, PWYW is an
extreme version because it gives the buyer the full control in choosing a price.
Dependent on the buyer’s individual willingness to pay (WTP), PWYW transac-
tions allow buyers to pay exactly as much as they desire. The seller must accept
the buyer’s price and cannot withdraw from the offer. Individual and dynamic
prices become possible, which results in access to different customer segments.
However, a payment of zero also can easily be made [2]. Because of its innova-
tive character and attention-grabbing concept, PWYW enjoys increasing atten-
tion from researchers conducting empirical studies and exploring practical ap-
plications. As there is still a lack of research, the present research examines for
which areas PWYW is suitable and profitable and which internal and external
factors influence customers’ WTP. PWYW is mainly used for goods and services
with relatively low variable costs and high fixed costs that are action-based and
therefore, limited in time or space [3]. In 2007, the English rock band Radiohead
came up with a positive practical example when they released their new album
“In Rainbows”: Via Internet and for a period of two months, customers were
able to download it for a price of their choice. Afterwards, the band reported that
the PWYW pricing mechanism proved profitable [4] and caused an increase in
their fan base that paid off with an increased number of buyers for their next al-
bum [5]. Ju-Young Kim, Martin Natter and Martin Spann directed the first
scientific knowledge and laid the foundation stone for many studies that fol-
lowed with their investigation of PWYW in three field studies. They did not just
determine that customers do pay more than zero under PWYW conditions but
also discovered factors that influence WTP [4]. Subsequent research confirmed
Kim et al’s results or provided complementary or contradictory findings. For
example, Kim et al. inferred that altruism only impacts the WTP in PWYW situ-
ations in which there is a large degree of personal closeness between buyer and
seller [4], and subsequent studies provided evidence for an significant effect of
altruism when PWYW is used on the Internet with anonymity instead of per-
sonal closeness [6] [7]. The rapid growth of the Internet emphasizes the impor-

tance of these findings because it allows easier interactions between seller and
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buyer, which facilitates the use of innovative pricing mechanisms. By 2008, a
quarter of the total sales volume on the Internet was sold under PWYW condi-
tions [8]. The expected increasing use of PWYW makes it all the more important

to provide evidence about its effectiveness and feasibility.

2. Literature Review

Chandran and Morwitz showed that participative pricing mechanisms lead to an
increased purchase intention compared to the fixed price model [9]. In addition
to Radiohead mentioned above, also other sellers in the offline world concluded
that the idea that buyers always think in an economically rational way, which
suggests prices of zero under PWYW conditions cannot be transferred to the real
world. In 2005, a restaurant, “Wiener Deewan”, opened in Vienna with the concept
that people pay fixed prices for their drinks but can freely choose whether and
how much they pay for their food [4]. Presently, the restaurant runs successfully
and the operators have stated that all customers pay as much for their food as it
is worth to them, which usually depends on their financial status. All in all, con-
sumers make a fair contribution [10]. In addition to gastronomy, further appli-
cations of PWYW are predominantly found in museums, zoos and the hotel in-
dustry [11]. The spread of PWYW also increased on the Internet: Music plat-
forms, musicians and comedians followed the example of Radiohead and even
the dating platform “AdamEven.de” gave it a try. In contrast to the operators of
the Wiener Deewan, most suppliers opt for a time-limited use of PWYW. In this
view, the aims of new customer acquisition and increased buying intensity super-
sede the goals of buyers who in the long run pay on average more than the regu-
lar fixed prices [12]. That PWYW is mainly applied to goods and services with
relatively low variable and high fixed costs can be explained by the associated
lower risk compared to products with relatively high variable costs.

After conducting three PWYW-related field studies in the service sector, Kim
et al. [4] validated this approach for online as well as the offline world. They de-
termined that the prices paid are significantly greater than zero and that WTP is
influenced by customers’ internal reference prices. Fairness, satisfaction, price
consciousness and income impact how much the buyers are willing to give of
their internal reference price to the seller; in other words, how much profit sel-
lers derive from the PWYW deal. In contrast to these factors, altruism and
loyalty only influenced WTP in one of the three studies [4]. For the restaurant
Wiener Deewan, a two-year, long-term study proved that customers’ WTP is
significantly greater than zero [13]. The researchers explained that one’s paying
for a received service corresponds to a social norm. Buyers face a trade-off be-
tween following the social norm and maximizing economic benefits. The emo-
tional costs of deviation from the norm seem to outweigh the payment of a price
that is universally viewed as fair. Other researchers have confirmed that buyers
want to avoid sanction costs that might be associated with their disregarding so-
cial norms and showed that sometimes, people favor fixed prices over PWYW

because they just do not want the face this trade-off [14].
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Later studies focused on the analysis of PWYW in different situations, distri-
bution channels, for different goods and services and on which individual cha-
racteristics have impact on WTP. Kunter [7] confirmed the influence of fairness,
satisfaction and income. Moreover, he affirmed that another significant driver is
the avoidance of feelings of guilt. This was also shown by Regner, whose study
concentrated on the case of online music [11]. The influence of prosociality also
led to the finding that one motivator for payments above zero in anonymous
PWYW situations is the willingness to let the seller remain on the market [15].
Other empirical studies found that WTP is also greater than zero in PWYW sit-
uations that apply no social pressure and in which the buyer is anonymous [16]
and that PWYW works especially well with customers who like to behave in
ways that are compliant with social norms [17]. In Hilbert and Suessmair’s study
[18], the impact of social norm compliance on WTP was just slightly not signifi-
cant. Nevertheless, PWYW seems to be applicable in public as well as anonym-
ous situations, but the social distance between buyer and seller or additional fel-
low human beings on the one hand, and the extent of social interaction on the
other hand, have a considerable impact on WTP. A laboratory experiment re-
sulted in significant differences in WTP between participants without any social
interaction while choosing a price with participants interacting with the experi-
menter or an additional, third person [18]. Another hypothetical online experi-
ment showed the positive influence of increased social interaction on the WTP,
although on this occasion, whether the buyer only interacted with the seller or
was additionally observed by another person made a difference [19]. Lee, Baum-
gartner and Pieters [20] found that the identity of a third person plays a role, as
did the extent to which the buyer wishes to make a good impression on that
person. Evidence for the existence of a positive impact of reduced anonymity on
WTP in the online world was found in a study in which the artist could see every
customer’s name and chosen price in an online music store that used PWYW led
to a higher WTP [21].

The long-term study of the restaurant Wiener Deewan identified another in-
fluential factor: With the mood as mediator, weather affects WTP [13].

Because there was evidence that buyers orient themselves according to their
internal reference price [4] [17], the examination of an effect caused by the pro-
vision of an external reference price came to the fore. Similar studies all consis-
tently concluded that buyers are influenced by external reference prices in any
case [7] [11] [16] [22] [23] [24] [25] [26]. Sellers should provide information
about a reference price if they assume that this external reference price is higher
than the customer’s internal reference prices and that the buyers would evaluate
the external reference price as reasonable. According to current research, it is
difficult for people to assess realistic prices, so that without an external reference
price, there is a high risk that buyers orient on completely wrong, mostly too
low, price expectations or heuristics. After Kim et a/ [4] identified altruism as an
influential factor on WTP in the one their three studies that dealt with the sale of

hot beverages in a delicatessen in Wiesbaden (Germany), they concluded that
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altruism is only relevant when there is a high degree of personal closeness be-
tween buyer and seller. Altruism presents a motif for social actions that aim to
be useful for other people. However, it is possible that individuals who are moti-
vated by altruism also increase their own well-being in doing so. This impure
form of altruism, sometimes called a warm glow, often confers a pleasant, warm
feeling for the doer [27].

In 2010, Regner showed a weak positive impact of altruism on WTP in an
anonymous PWYW scenario and interpreted it as a case of warm glow [7]. How-
ever, the items he used to measure altruism were extremely tailored to the spe-
cific case of buying online music. In addition, the factors generosity and reci-
procity, which are related to altruism, were effective drivers under PWYW condi-
tions [28]. In parallel, people who are prosocial exhibit a higher WTP than those
who are pro-self [29]. The online study of Dorn and Suessmair [19] found that
altruism is more important for WTP in PWYW situations that include lot of so-
cial interaction than in anonymous PWYW situations. Therefore, the authors
expended the conclusion of Kim et a/. [4] by the finding that altruism does not
affect WTP only in situations that involve a high degree of personal closeness
between buyer and seller but that altruism has a stronger influence than in ano-
nymous situations. Next, Schmidt et al [15] attributed positive WTP in an ano-
nymous PWYW scenario inter alia to altruistic action motivation. Furthermore,
another questionnaire-based survey proved this influence by identifying the in-
ternal reference price as a mediator variable [17]. The extent to which altruism is
relevant when buyers have access to external reference prices is as yet unknown.

Finally, recent research showed a positive correlation between altruism and
WTP in an online-based PWYW purchase scenario [6]. The effect was indepen-
dent of whether or not there was an external reference price provided, whether
or not there was anonymity and whether or not the situation involved the pur-
chase of a digital or non digital product with relatively high variable costs attri-
buted to its physical makeup. There is a great need to replicate this result so that
there is more clarity about how decisively particular, individual characteristics of
a PWYW situation impact altruism in WTP. It is also necessary to provide evi-
dence for the assumption that the existence of a social background in a PWYW
situation has a positive influence on the pricing process. A field study that dealt
with the purchase of souvenir photos in a leisure park indicated that communi-
cating the information that half of the freely chosen price would be donated to a
specific, nationally known charity led to an increase in demand and WTP com-
pared to so-called normal, pure PWYW [30]. Moreover, an online questionnaire-
based survey concluded that the entire profit’s being donated results in a higher
WTP [29]. Other research has recommended a combination of PWYW and a
charity [6] [17] [28]. All in all, in addition to scarce empirical evidence, there are
many hypotheses concerning the positive impact of social background on WTP
in PWYW situations. It also remains open whether the previous findings can be
transferred to anonymous scenarios like those on the Internet. In sum, the

amount of research on PWYW increased greatly within the last years, classifying
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this pricing mechanism as definitely noteworthy. However, the investigations of
the PWYW phenomenon are not yet completed because of the partly contradic-
tory and partly incomplete outcomes. This study seeks to shed some light on the
influence of altruism and social background in a PWYW situation with specific
characteristics because there is still a lack of evidence concerning this. The little
previous research did not deal with or solely found no or just minor positive ef-
fects of these two factors on WTP when PWYW is applied on the Internet, espe-
cially by providing an external reference price. Therefore, the present study
achieves a significant contribution to reduce the current research gap. An expe-
riment using online questionnaires was conducted. Participants were buyers who
wanted to order a non digital guidebook under PWYW conditions on the Inter-
net. Information about the alleged normal fixed price was given, oriented on the
German average price for guidebooks in 2015. To determine the influence of al-
truism on the WTP, altruism was measured using a 7-point Likert-type scale. In
addition, the social background was manipulated by adding a charity back-
ground to the PWYW situation for half of the participants. According to current
research and theories, we hypothesized that the extent of the social motif a/tru-
ism and the communication of a social background has a positive impact on
WTP. Ultimately, this innovative research should enrich the exploration of PWY-
W and also contribute to practice by advising sellers on the decision whether and
how to apply PWYW.

3. Method
3.1. Participants

Because the study involved an online survey, it was possible to recruit a conven-
ience sample via the Internet, using emails, Leuphana University Lueneburg in-
ternal newsletters, and social networks such as XING, LinkedIn and Facebook.
The participants used a link to access the survey. We evaluated data from 403
participants (n = 305 female and 98 male). The sample consisted mainly of young
adults: more than 70% of the participants were between 19 and 25 years old and
a further 16.4% were between 26 and 35 years old (M,,, = 25.03 years, SD,,, =
9.64 years, range: 14 - 77 years). In accordance with this age distribution, about
90% possessed as highest educational achievement a degree of higher education
entrance qualifications or a university degree. These characteristics are reflected
in the distribution of professional activity and monthly net income: About
two-thirds of the participants were university students with a monthly net in-
come less than 1000 euros. Moreover, 15.9% were employees and 18.4% reported
a monthly net income of 1000 to 2000 euros. The questionnaires were written in
German; only a few participants were not German citizens but had a command
of the German language. Only 5% of the sample stated that they would never take
advantage of the opportunity of online-purchase and about two-thirds reported
they shopped on the Internet daily, weekly or at least several times per month. It is
therefore reasonable to assume that the majority of participants were familiar with

the scenario of buying products online. This reinforces the transferability of the
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results to reality. Students of Leuphana University Lueneburg received a certifi-
cate for their participation in the survey, which is mandatory for business psy-
chology and psychology students. There was no other remuneration to avoid
people’s participating only to receive the certificate who might not behave con-

scientiously and seriously when completing the questionnaire.

3.2. Design and Measures

To explore how buyers’ personal degree of altruism and social background of
PWYW situations influence customers’ WTP, the freely chosen price of the par-
ticipants represented the dependent variable willingness to pay. As this was the
only dependent variable, this is a univariate experiment [31]. WTP was meas-
ured by an open question that asked for a value in euros and cents to avoid par-
ticipants’ stating threshold prices (e.g., “10 euros”) and to instead obtain price
quotes that would be as accurate as possible. We used a two-factor study design,
with social background as one independent variable with two factor levels. Each
participant received one of two possible PWYW scenarios such that the sample
was divided into two groups with a randomized allocation. The communication
of the social background differed for the two groups such that only one group
received the information that half of their purchase price would be donated to a
specific charity. It follows that the members of the other group would assume
that their whole payment would benefit the seller. Compared to a within-sub-
jects design, this between-subjects design has the advantage that no position- or
carry-over effects are possible [31]. The participant’s degree of altruism was
measured by an established 7-point scale from the International Personality Item
Pool [32], with the labeled end points, “entirely disagree” and “entirely agree”.
The scale consists of five equally weighted items so that it was possible to calcu-
late an average value for every participant that lies between 1 (least possible de-
gree of altruism) and 7 (highest possible degree of altruism). In summary, altru-
ism and WTP were handled as metric, interval-scaled variables and social back-

ground was a dichotomous categorical variable.

3.3. Characteristics of the Simulated Purchase Situation

To design the PWYW scenario, it was necessary to decide on the purchased pro-
duct, on a charitable organization for the group with communication of a social
background and the provision of an external reference price. The main goal was
to develop a purchase situation that seemed realistic to the participants in their
role as customer. For the purpose of gaining usable data, the selection of con-
crete contents ensured that all of the participants acted on the basis of the same
foundations and not on unanswered questions. Thereby, we controlled to allow
no considerable impact of completely different, potentially false ideas about rea-
listic average prices or personal attitudes toward certain authors or charitable
organizations in general on the WTP.

A non digital guidebook was chosen as the product that customers would or-

der online and that would be sent to them afterward. Because of the steadily
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growing importance of the Internet and related electronic commerce (ie,
e-commerce), this represents an appealing leverage point for participative pric-
ing mechanisms. Books are one of the three bestselling goods on the Internet
[33] [34] [35], so one can conclude that people are relatively familiar with or-
dering books online. Compared to other book types, guidebooks serve more to
inform than to entertain, which is why one can assume that people associate rel-
atively little emotion with them. Both this and the waiver of a specific book title
negated the influence of customer’s personal attitudes toward certain books on
WTP. Furthermore, guidebooks usually come up with a lower price than books
in general. This strengthens the information value of an average price. A repre-
sentative statistic indicates that this amount was 14.47 euros in Germany in
2015, which was given as the regular fixed price of the guidebook to the partici-
pants [36]. With the provision of an external reference price, legal advantages
arise: In terms of the German Price Indication Ordinance (Preisangabenverord-
nung), price labeling is always necessary to comply with the principle that prices
reflect costs. Under PWYW conditions, this criterion is sufficiently met by pro-
viding a reference price [12]. To design a scenario as realistically as possible, a spe-
cific, existing and regionally located recipient of the donation was selected: The
research institute of the Kinderkrebs-Zentrum Hamburg gGmbH. Research has
shown that people tend to donate if any and to donate more when the recipient
is clearly defined and also known [37]. This way, it becomes possible to build an

emotional connection to the recipient’s concern [28].

3.4. Procedure

The questionnaires used for the study were created using the Web-based soft-
ware EvaSys. Afterward, the data were imported into the statistical program SPSS
for evaluation. To access the online questionnaire, everything the participants
needed was provided by a link and an Internet connection. Because of variation of
the independent variable social background, two questionnaires were created.
They were absolutely identical apart from the differences in the two factor levels of
this variable. To ensure randomized allocation, a link was programmed that alter-
nately led to the one or the other questionnaire with each activation. As the par-
ticipants did not know about the purpose of the study and the existence of two
slightly different questionnaires, bias of results due to this were prevented. Thus,
invalid data because of participants’ knowledge about being part of the group that
receives (no) information about a social background unlike the other group was
avoided. Use of online questionnaires guaranteed a standardized test procedure
and no experimenter expectancy effects could occur [31]. Access to the survey was
possible from July 25, 2016 to August 8, 2016. To motivate as many people as
possible to participate and to avoid effects of fatigue and problems of understand-
ing, the questionnaires were kept as short and precise as possible and incompre-
hensible specialized terms were avoided. Before starting the official research study,
a pretest with 20 participants was conducted to detect and take action on difficul-

ties with data input and evaluation. Feedback on visual design was also obtained
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because a well-conceived layout guarantees a better orientation and thus more va-
lid data. Thanks to the pretest, the processing time was estimated at 5 to 10 mi-
nutes maximum. The questionnaires started with a short introduction that de-
scribed the study, called on the participant’s consciousness and removed any
possible fear that might have been associated with evaluation of the participant’s
decision. In addition, there was information about data protection and contact de-
tails. On the next page, the purchase situation with its characteristics and the
PWYW pricing mechanism were explained. The participant was asked assume the
role of a customer who could freely chose a price and that the seller would accept
any offer. Furthermore, we provided information about the anonymity of the situ-
ation by noting that customers’ names and purchase prices would not be pub-
lished. We did not specifically mention that, logically, a payment of zero euros was
possible, because an anchor effect caused by this should be avoided. Participants in
the group that received communication of a social background also were told that
half of their purchase price would be donated to the research institute Kinder-
krebs-Zentrum Hamburg gGmbH. Finally, there was an open question that que-
ried the participant’s WTP. To ensure valid results, the participants were pleased
to indicate an exact amount of money and to not round off to whole numbers. The
pretest showed that this request had the desired effect. The following page listed
questions concerning the participant’s understanding and perception of the
PWYW situation to allow later evaluation of the usability of the data for analysis
and to ensure valid outcomes. Moreover, the questionnaire included some qualita-
tive, explorative questions to create interesting content about customers’ motives
and attitudes about PWYW. Subsequently, altruism was measured using the
7-point Likert-type scale. Four other thematically related attributes also were sur-
veyed with the 7-point Likerttype scale to deflect from the purpose of measuring
altruism. For all the attributes, established and empirically proven scales were used
and the total of 19 items was presented in random order. As already described, al-
truism was assessed based on the scale from the International Personality Item
Pool [32]. Kim et al also made use of this scale in their first investigation of
PWYW [4]. An adequate translation of the items from English to German was
provided from Gahler [6]. Moreover, this set of questions contained a control item
to identify participants who were not serious in completing their questionnaire
and for e.g. selected for every item the same level on the scale just to finish the
survey as quick as possible and get a certificate of participation afterward. After the
capture of online purchase frequency and, if applicable, internal reference price,
questions about sociodemographic details followed to ascertain sample composi-
tion and allow us to draw conclusions about participants’ response patterns. The
questionnaires ended by thanking the participants for their time and providing
space for questions, comments and the option to state one’s matriculation number
for those students of the Leuphana University Lueneburg who needed a certificate

for their participation in the survey.

3.5. Analysis of Data and Altruism Scale

The analyzed data did not contain any outliers related to altruism or WTP. This
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is quite comprehensible because of the freedom of pricing that comes with PW-
YW and the present result of a price range of zero to 30 euros. Prices greater
than 16.90 euros only occurred in the group that had received communication of
a social background for the purchase. Moreover, the minimum of zero euros was
chosen by only 4 of 403 participants. Because of the predetermined value range
and the use of a 7-point Likert-type scale, no outliers were possible for altruism.
Although there was no need for a factor analysis because we used an established
scale from the International Personality Item Pool, a reliability analysis was
conducted to examine the scale’s suitability for the specific, present sample (see
Table 1(a) and Table 1(b)). This analysis confirmed the internal consistency of
the scale with a Cronbach’s alpha of 0.780. Moreover, this value could not been
improved by eliminating one of the five items. All of the items showed sufficient
discriminatory power (20.30). The two subgroups of the two factor levels of the
independent variable social background turned out to be so similar in the meas-
ured sociodemographic aspects that differences in WTP could not be traced back
to these factors. Furthermore, the groups were comparable in size: 204 partici-
pants (Group 1) got no information about social background and 199 partici-
pants (Group 2) received the information about donation. Any differences in

WTP could be plausibly explained by variations in the variable social background.

4. Results

The distribution of the dependent variable willingness to pay seemed to differ in
the two groups (Figure 1). With the help of a #test for two independent sam-
ples, we tested the significance of this difference. Only the requirement of ho-
mogeneous variances was not met as a Levene’s test revealed, so that a Welch’s
test was conducted; this is a -test modified for groups with inhomogeneous
variances (Table 2). The calculations showed a significance level of 5%, a highly
significant difference (#(344.241) = —10.814, p < 0.001): WTP in group 2 with
communication of a social background (M = 14.75, SD = 5.55) is greater than

Table 1. Reliability analysis of the altruism scale from the international personality item

pool.
(a)
Cronbach’s Alpha Number of Items
0.780 5
(®)
Corrected Item-Total Correlation Cronbach’s Alphaif
(Discriminatory Power) Item Deleted

I'love to help others 0.537 0.747

I am concerned about others 0.610 0.720

I make people feel welcome 0.694 0.696

I anticipate the needs of others 0.442 0.779

I have a good word for everyone 0.521 0.751

Note: The items have been translated from German.
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WTP in group 1 without communication of a social background (M = 9.76, SD =
3.51). Table 2 also reports that the 95% confidence interval of the difference does
not include the value zero. This also speaks for the existence of the difference.
Comparing the distribution of altruism in group 1 (M = 5.49, SD = 0.80) and
group 2 (M = 5.45, SD = 0.82), a t-test for two independent samples with a prior
Levene’s test confirms homoscedasticity ({1, 401) = 0.037, p = 0.847) and that
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Figure 1. Histograms indicate that WTP value distribution is dependent on communication of a social background. Bars
reflect for each group how often the participants stated which willingness to pay.

Table 2. t-test for the significance of the difference between the means of the willingness to pay of two independent samples.

Levene’s Test for .
. . t-test for Equality of Means
Equality of Variances

95% Confidence Interval

Sig. Mean Standard ;
F ig. T i of the Difference
Sig d (2-Tailed) Difference Error Difference

Lower Upper
Equal Variances Assumed 18.311 0.000 -10.757 401 0.000 —4.98976 0.46386 —-5.90167 —-4.07785
Equal Variances Not Assumed —-10.814 344241 0.000 —4.98976 0.46140 -5.89727 —-4.08225
Note: The bottom row displays the results of the Welch’s #-test.
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the means do not differ significantly (A401) = 0.477, p = 0.633). This ensures that
altruism cannot be responsible for the unequal WTP of the two groups.

The hypothesized positive impact of altruism on WTP was tested using a sep-
arate simple linear regression analysis (alpha = 5%) in each group. Figure 2 dis-
plays the assumed linear relations with the tested regression coefficients. After
successfully checking that all requirements were met, we found that in group 1,
the regression coefficient does not differ significantly from zero (= -1.083, p =
0.280). This is contradicted by the results for group 2: Because of the statistical
calculations, the tested positive regression coefficient of altruism was significant
(t=4.602, p < 0.001). Consequently, there exists a positive correlation between
altruism and WTP only on condition that social background is communicated.

5. Conclusions

The experiment and data analyses we conducted allow unprecedented conclu-
sions about the influence of altruism and social background on WTP in an ano-
nymous PWYW purchase situation on the Internet. We hypothesized that both
factors would exhibit positive impacts on WTP. The hypothesis that social back-
ground influenced WTP positively was confirmed because participants who re-
ceived the information that half of their purchase price would be donated to the
research institute of the Kinderkrebs-Zentrum Hamburg gGmbH chose on av-
erage a significantly higher price than participants who did not receive this in-
formation. In contrast, the hypothesis concerning the impact of altruism cannot
be fully accepted because this effect only shows up in the group of participants to
whom the social background is communicated. In the other group, there was no
correlation between altruism and WTP. We therefore, conclude that for the
present study, an interaction effect exists in addition to the main effect of the
independent variable social background: Altruism only positively influenced
WTP if the participant received information that half of the purchase price
would be donated. The variable social background thus functions as a moderator
variable in the correlation between altruism and WTP.

Interpretation of the results requires critical reflection on some aspects of the
study. This has to be kept in mind although these aspects mainly represent limits
that generally occur in the conduct of the given type of experiment and in the
course of student degree theses. The validity of the results is limited in the fact
that it cannot be assumed WTP would be on the same level in examinations of
real practice or the whole population. However, this study concentrates less on
the price itself and more on whether WTP changes with the communication of a
social background and correlates with altruism and thus on relative proportio-
nalities. For findings concerning this matter, generalizability to the German
population can definitely be assumed. Because we conducted an online study, it
was not possible to control whether each participant completed the survey only
once, provided correct information and was not influenced by external con-
founding variables. However, we can assume that the questionnaires were com-

pleted conscientiously because of the study’s short duration and simplicity and
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the participants’, especially students’, knowledge of the importance of such ex-
periments. Furthermore, the PWYW situation has only been simulated and Ma-
rett, Pearson and Moore [38] have indicated that stated WTP is greater than
what people would really pay. Therefore, statements that are derived from the
determined WTP should be treated with caution. Moreover, all of the data were
acquired from self-evaluation, which might lead to bias because of participants
with (deliberately) false self-assessments. With appeals to the conscience of the
participants and by ensuring that no identification of them would be possible,
this issue was relativized. One must also consider that the obtained WTP might
depend upon the selection of a non digital guidebook as specific product and the
decision to mention a specific charitable institution. Finally, the results might
not be fully transferable to the general population because of the sample charac-
teristics, which were relatively homogenous in terms of the youth of the partici-
pants, level of education and income and the participation of females. Therefore,
when comparing the findings with samples of other studies or customer bases of
practical PWYW applications, one must take into account that WTP for the
German population might be greater than that for this experiment’s sample. The
transferability of effects of the sample involved no such problems. In support of
this contention, Gahler rejected his hypothesis that the positive impact of altru-
ism on WTP was stronger for women than for men [6]. Moreover, there are no
ethical concerns within the study conducted.

The findings on the impact of social background on WTP replicate the little
previous findings and provide much needed evidence for related theoretical as-
sumptions. The findings of Gneezy et al [30] can be widened by the fact that the
positive influence of a social background also influences anonymous purchase
scenarios. Thus, the combination of PWYW and social background becomes an
alternative pricing concept that leads to higher prices set by the customers than
pure PWYW. Previous research on the impact of altruism on WTP in the online
world found either no or only a weak positive influence [4] [6] [7]. The result of
this study indicates that altruism is not meaningless when one applies PWYW
on the anonymous Internet but that more altruistic people only pay more than
less altruistic people when they have another incentive for a good deed. Solely
having the chance to do the seller, good by paying a relatively high price does
not seem to be sufficient. The provision of information about donation is the
trigger for more altruistic people paying more than less altruistic people. In a
further step, this can be interpreted to suggest that the social motif altruism af-
fects not the seller but the donation or the recipient. This realization may explain
why it has often been postulated but rarely proved that altruism positively im-
pacts WTP. Although early research concluded that anonymity impacted the in-
fluence of altruism [4], later research rejected this thesis [6] [7] [15] [19]. The
newly detected interaction effect confirms this insofar as altruism needs addi-
tional conditions to influence WTP on the Internet but that these conditions do
not include the absence of anonymity.

Assessment of the application of PWYW also must consider how WTP acts in
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proportion to regular fixed prices. In the present study, the participants received
the information about an external reference price of 14.47 euros. In the group
that received no communication about a social background, the average WTP
was 9.76 euros, which was clearly lower than the regular fixed price. In the group
that received communication about a social background, the average WTP was
14.75 euros, but subtraction of the 50% to be donated, the seller ended up with
less than from the group without the charity background. However, the result
might be different when examining another customer base, another product or
service or a different external reference price. Furthermore, PWYW does not
imply that the seller’s goal is to increase the profit per product sold. Based on
this study’s findings, PWYW is recommended when the seller wants to apply it
solely temporarily to gain attention and wants the buyers to pay something but
not necessarily as much or even more than the regular fixed price. Thereby, the
seller can stand out from his competitors by making use of this innovative, par-
tially unknown pricing mechanism. By adding a fundraising campaign, sellers
might not earn more money than when applying pure PWYW but might im-
prove customer reputation.

Regarding profit, factors such as the cost structure of the product or service
also play a role. With high fixed but low variable costs, PWYW can drive profit
by considerably increasing the number of customers even when these pay less
than the regular fixed price. The question of whether a social background influ-
ences the number of customers represents another area for further research. It is
imaginable that designing such a sales concept may be attractive to customers
and may convince people to buy the product or service from this specific seller.
Nevertheless, it might also be that people disapprove of this concept because when
donating something, they want to do this of their own accord and to a self-se-
lected receiver. Buyers’ behaviors depend largely on the specific characteristics of
a PWYW situation, which makes it even more important for future research to
try to replicate detected interdependencies and cause-effect relationships. This
need is encouraged by the fact that the found interaction effect contrasts with
studies which have found even if only weak main effect of altruism on WTP on
the Internet [6] [7] [19]. As long as sellers determine what percentage of the
price will be donated, they can remain indifferent about whether the customer’s
altruism affects the sale or the donation.

Subsequent research might test whether the correlation between altruism and
WTP in the online world can be moderated by variables other than social back-
ground that might offer a chance for a good deed or appeal to customers’ altru-
ism. Furthermore, it seems interesting to examine whether the detected effects
are attributable to the specifically designed characteristics of the simulated sce-
nario, such as the provision of an external reference price, the choice of a rather
low priced, non digital product and the choice of the research institute of the
Kinderkrebs-Zentrum Hamburg gGmbH as recipient. Roy ef al [17] found that
in the absence of an external reference price, buyers’ internal reference prices

acted as a mediator variable in the positive influence of altruism on WTP. An

K2
+%%, Scientific Research Publishing

259



H. Peschla et al.

American study revealed that the willingness to donate was higher when people
knew that their money went directly to the specific project and would not be
used to cover costs of the institution such as employee compensation [39]. In
addition, the researchers noted that this could be traced back to warm-glow al-
truism: Donors perceived a greater sense of well-being with this knowledge. It
consequently can be hypothesized that the choice of a regionally located charita-
ble recipient instead of an international institution impacts the existence and
strength of the social background’s influence on WTP. With a more specific and
more closely located organization, it becomes easier to retrace for what the do-
nations are used and whether the institution makes progress. Moreover, it does
not seem to be far-fetched that conducting the same experiment using a sample
with a higher income level but the same distribution of altruism would let sellers
increase their profit more when applying PWYW in combination with a social
background than when applying pure PWYW. To gain this result, higher in-
come levels would be necessary to ensure a greater WTP and that both effects
are much more pronounced with buyers with higher income levels.

Finally, the present study represents an innovative research on PWYW and
succeeds in producing new knowledge about the impact on altruism and social
background on WTP. Especially the interaction effect of these two factors on
WTP has not even been taken into consideration before and when was detected
for the first time. This investigation does not only reduce research gaps but also
serve to explain further problems in proving a positive influence of altruism on
WTP. Moreover, they are helpful for practical applications of PWYW.

PWYW means sellers do not have direct control over prices. However, the
results of this study show that the use of PWYW does not take the whole power
in the purchase situation away from the seller: By shaping a PWYW scenario in-
telligently, sellers can seemingly influence what the customer’s WTP orientates

on and can set stimuli that might positively affect WTP.
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Appendix

1) Adapted print version of the used online questionnaire for the group
without communication of a social background (“Group 1”)
Note: The questionnaire has been transiated from German.

[Page 1: General information on the survey]

Dear participant, thank you for participating in my study. Therewith you make
a valuable contribution to support my bachelor thesis.

First, please carefully read some hints:

The following questionnaire will take 5 to 10 minutes. I request you to behave
as conscientiously as possible in filling out the questionnaire.

As T am interested in your personal attitudes and opinions, there are no “right”
or “wrong” answers.

Your data will of course be treated absolutely confidentially and will be eva-
luated anonymously. The data collected will be used exclusively for scientific re-
search purposes.

If there are any queries or technical problems, feel free to contact me.

Email: hanna.peschla@stud.leuphana.de

Now please click on “Nex?".

[Page 2: Please put yourself notionally in the following situation]:

On the occasion of an imminent vacation you want to order a guidebook via
the Internet. After ordering, you pay by bank transfer. The book will be sent to
you subsequently.

At a trusted provider you discover the guidebook of your choice. The book
usually costs 14.47 € but the seller is currently using a new concept: You as the
buyer decide how much you pay. The seller accepts every offer.

In sum: You pay as much for the book as you want to.

Your name and purchase price will not be published on the sales platform or

elsewhere at any time.

You decide to order the book from this seller. How much are you willing
to pay for it?

Please indicate an exact amount of euros down to the last cent and do not
round off to whole numbers.

(JO euros, (1 cents

[Page 3: Questionnaire]

When selecting your purchase price, were you aware that you could also indi-
cate an amount of 0.00 €?
O Yes O No

<3
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If no: In your opinion, what was the lowest amount of money you could have
indicated?

00 euros, 0O cents

Would you consider the price you have indicated as fair? [J Yes  [J No

Please substantiate your valuation of fairness briefly:

Do you think that other customers tend to rather pay a higher, lower or an
equal amount of money?

O Higher [ Lower [ Equal

[Page 4: Continuation of the questionnaire]

Please edit the following statements and questions by means of the given re-
sponse options.

Again, there are no “right” or “wrong” answers but it is about your personal
assessment.

At first, please carefully take a look at the scale inscription. Always chose the

level about which you think that it applies to you best.

Strongly disagree Strongly agree
I'love to help others. O 00000 O
I become sad when I see other people crying. O oo0oo0ood ]
I do not buy guidebooks via the Internet and do not intend do so in the future. ] oo0o0oood O
The seller’s pricing model appeals to me. O oooog O
I usually look for suitable bargains to save money. ] Ooo000o0o O
I am concerned about others. 0 oooog 0
I consider the business relationship as balanced. O 00000 O
My friends’ emotions affect me. 0 oo0o0oogd ]
I make people feel welcome. O 00000 O
I perceive the seller’s offer as fair. ] oooog O
Strongly disagree Strongly agree
Before I buy a product, I often check the prices of different retailers to obtain the best benefit. O Ooo0o0o0o0o O
I get caught up in other people’s feelings easily. O 0o0000o a
I have never seen a computer before. O Ooo0o0o0Oo0o 0
If T would buy a specific guidebook via the Intet:net, it would be like%y that I would make use of O Ooooo O
such an offer as presented in the thought experiment.
I anticipate the needs of others. O Ooo0o0ooOo0o 0
I usually purchase items on sale only. O 0o0000o a
My price paid for the guidebook was fair toward the seller. O Oo0000o 0
If I would be in search of a specific guidebook, I would by it via the Internet. O 0o0000o 0
I usually purchase the cheapest item. O Ooo0o0oo0o 0
I have a good word for everyone. O Oo0000o a

[Page 5: Continuation of the questionnaire]

How often do you buy items via the Internet?

O Daily O Several times a week [J About once a week
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O Several times a month  [J Rarely O Never

Have you ever ordered a guidebook via the Internet before? 1 Yes [0 No

If yes: Please remember the last time you ordered a guidebook via the Inter-
net. How much did you pay for it?

00 euros, (JO cents

[Page 6: Sociodemografic details]

Finally, please provide some sociodemografic details about your person. They
serve to recognize the sample composition.

Gender: O Female 0 Male

Age: 00 years

Nationality (For e.g. German):

Highest level of education attained:

J No educational achievement [J Lower secondary school certificate
(“Hauptschulabschluss™)

O Secondary school certificate (“Realschulabschluss”)

O (Subject-linked) Higher education entrance qualification

O University degree [ Doctorate [ Other educational achievement

Professional career:

O Pupil O Civil service O Apprentice

O Student O Employee O Official

O Self-employed person  [J Unemployed O Housewife/-husband
O Pensioner O Any other activity O Not specified

Monthly net income:

(0 Under 1000 € (J 1001 - 2000 € (J 2001 - 3000 € O Over 3000 €
Not specified

[Page 7: End of the study]

Thank you for your participation in my study.

If there are any questions, comments or the like left, please indicate them

here:

If you are a student of the Leuphana University Lueneburg and need a certifi-
cate for your participation in the survey, please indicate your matriculation

number here:

The pieces of paper for the certificate of participation can be handed in at the
secretary’s office of the campus “Rotes Feld”. Mrs. Tienken is responsible for the
signatures.

2) Adapted print version of the used online questionnaire for the group
with communication of a social background (“Group 2”)

Note: The questionnaire has been transiated from German.

[Page 1: General information on the survey]

Dear participant, thank you for participating in my study. Therewith you
make a valuable contribution to support my bachelor thesis.
First, please carefully read some hints:

The following questionnaire will take 5 to 10 minutes. I request you to behave
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as conscientiously as possible in filling out the questionnaire.
As I am interested in your personal attitudes and opinions, there are no

3

“right” or “wrong” answers.

Your data will of course be treated absolutely confidentially and will be eva-
luated anonymously. The data collected will be used exclusively for scientific re-
search purposes.

If there are any queries or technical problems, feel free to contact me.

Email: hanna.peschla@stud.leuphana.de

Now please click on “Nex?’.

[Page 2: Please put yourself notionally in the following situation]:

On the occasion of an imminent vacation you want to order a guidebook via
the Internet. After ordering, you pay by bank transfer. The book will be sent to
you subsequently.

At a trusted provider you discover the guidebook of your choice. The book
usually costs 14.47 € but the seller is currently using a new concept: You as the
buyer decide how much you pay. The seller accepts every offer.

In the course of this sales campaign, the seller additionally donates exactly half
of each respectively selected purchase price to the research institute of the Kin-
derkrebs-Zentrum Hamburg gGmbH. This Hamburg-based institute is doing
research on new methods for diagnosis and treatment of childhood cancer.

In sum: You pay as much for the book as you want to. Half of your selected
purchase price will be donated to the research institute of the Kinder-
krebs-Zentrum Hamburg gGmbH.

Your name and purchase price will not be published on the sales platform or

elsewhere at any time.

I
KINDERKREBS-ZENTRUM &=

HamaLRG [,

You decide to order the book from this seller. How much are you willing
to pay for it?

Please indicate an exact amount of euros down to the last cent and do not
round off to whole numbers.

(00 euros, (I cents

[Page 3: Questionnaire]

When selecting your purchase price, were you aware that you could also indi-
cate an amount of 0.00 €2

O Yes O No

If no: In your opinion, what was the lowest amount of money you could have
indicated?

00 euros, (JO cents
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Would you consider the price you have indicated as fair? [J Yes  [J No

Please substantiate your valuation of fairness briefly:

Do you think that other customers tend to rather pay a higher, lower or an
equal amount of money?

O Higher [ Lower [ Equal

At the moment of your decision for an amount of money, did you have any

doubts that half of your purchase price will be donated to the research institute

of the Kinderkrebs-Zentrum Hamburg gGmbH?

O Yes O No

[Page 4: Continuation of the questionnaire]

Please edit the following statements and questions by means of the given re-

sponse options.

Again, there are no “right” or “wrong” answers but it is about your personal

assessment.

At first, please carefully take a look at the scale inscription. Always chose the

level about which you think that it applies to you best.

Strongly disagree Strongly agree
I'love to help others. 0 oo0ooo ]
I become sad when I see other people crying. ] ooooo a
I do not buy guidebooks via the Internet and do not intend do so in the future. O ooooo 0
The seller’s pricing model appeals to me. O 0000o0o 0
I usually look for suitable bargains to save money. ] 0oo00oo0o O
I am concerned about others. 0 oo0ooo 0
I consider the business relationship as balanced. ] oo0ooo 0
My friends’ emotions affect me. O ooooo a
I make people feel welcome. O 0000o0o 0
I perceive the seller’s offer as fair. O 0000o0o 0
Strongly disagree Strongly agree
Before I buy a product, I often check the prices of different retailers to obtain the best benefit. O 00000 O
I get caught up in other people’s feelings easily. O oooog a
I have never seen a computer before. 0 Ooooog ]
If I would buy a specific guidebook via the Inter'net, it would be like?y that I would make use of O Oooooo O
such an offer as presented in the thought experiment.
I anticipate the needs of others. 0 Ooooog ]
I usually purchase items on sale only. O oooog a
My price paid for the guidebook was fair toward the seller. O oooog 0
If I would be in search of a specific guidebook, I would by it via the Internet. O oooog 0
I usually purchase the cheapest item. 0 Ooooog ]
I have a good word for everyone. 0 Ooooog ]
[Page 5: Continuation of the questionnaire]
How often do you buy items via the Internet?
O Daily O Several times a week [0 About once a week
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O Several times a month  [J Rarely O Never

Have you ever ordered a guidebook via the Internet before? [J Yes  [J No

If yes. Please remember the last time you ordered a guidebook via the Inter-
net. How much did you pay for it?

00 euros, 0O cents

[Page 6: Sociodemografic details]

Finally, please provide some sociodemografic details about your person. They
serve to recognize the sample composition.

Gender: O Female O Male

Age: 00 years

Nationality (For e.g. German):

Highest level of education attained:

O No educational achievement [J Lower secondary school certificate
(“Hauptschulabschluss™)

[ Secondary school certificate (“Realschulabschluss”)

O (Subject-linked) Higher education entrance qualification

O University degree [J Doctorate [J Other educational achievement

Professional career:

O Pupil O Civil service (0 Apprentice

O Student O Employee O Official

O Self-employed person [ Unemployed O Housewife/-husband
O Pensioner O Any other activity O Not specified

Monthly net income:

O Under 1000 € [J 1001 - 2000 € (J 2001 - 3000 € [ Over 3000 € (J
Not specified

[Page 7: End of the study]

Thank you for your participation in my study.

If there are any questions, comments or the like left, please indicate them

here:

If you are a student of the Leuphana University Lueneburg and need a certifi-
cate for your participation in the survey, please indicate your matriculation

number here:

The pieces of paper for the certificate of participation can be handed in at the
secretary’s office of the campus “Rotes Feld”. Mrs. Tienken is responsible for the

signatures.
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