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Editorial 
 

 

Eldon Y. Li 1, 2* 
She-I Chang 1 

________________________ 
1 National Chung Cheng University, Chiayi, Taiwan 
2 California Polytechnic State University, San Luis Obispo, CA 
* Corresponding author, eli@calpoly.edu 

 
 

Editorial Objective 
 

JBM is a double-blind refereed journal addressing working or potential business 
and management theories or practices and the emerging issues of interest to academics 
and practitioners.  The primary editorial objective of the JBM is to provide a forum for 
the dissemination of theory and research in all areas of business, management, and 
organizational decisions. We invite research articles, comprehensive reviews, and case 
studies that provide insights into the daily business phenomena.  Authors of JBM are 
always encouraged to offer recommendations to readers exemplifying the 
applicability of their research findings.  

 

Research Topics 
 

In this issue of JBM, we have included four research articles. Rama K. Malladi 
and Jennifer Brodmann co-author the first article, entitled “Slow and Steady Wins the 
Race: The Impact of Chasing Returns on Quartile Rankings.” They show that a 
manager who aims to be in the 2nd quartile (above average) instead of the 1st quartile 
may end up in the 1st quartile over the long run. This phenomenon is contrary to the 
common belief in the competitive investment management industry that a manager 
should compete for the top-quartile (1st) rank. The second article is “Implications of 
Autonomous Pricing on Persuasive Knowledge and Aggressive Consumers.” The 
author, James Blairs, examines how consumers possess varying levels of persuasion 
knowledge and aggressiveness to respond to different levels of autonomy in the price-
setting process. Persuasion knowledge is the ability to interpret, evaluate, and respond 
to influence attempts from advertisers and salespeople. He confirms that Pricing 
autonomy, persuasive knowledge, and aggressiveness influence purchase likelihood 
and perceived satisfaction. Specifically, consumer purchase intentions under a pay-
what-you-want price are higher than under a fixed price, given that persuasion 
knowledge increases and aggressiveness decreases.  
 

Next, Marek Pawlak, Dinah Payne, Christy Corey, and Matt Zingoni discuss 
“Nexus of Religion, Economic Model and Culture:  Impacts on Moral Development.” 
The study explores religiosity as an influencing factor in making moral decisions 
across five countries, with a total sample size of 1,229 participants. It collects 
multinational data from two post-communist countries, Poland and Bulgaria. The 
study associates Kohlberg’s stages of moral development with Schwartz’s model of 
values and finds that religiosity impacts Kohlberg’s Stage 4 moral development (Law 
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and Order Orientation) more than the other stages, thus revealing stronger adherence 
to Schwartz’s cultural characteristics of universalism, conformity, and regard for 
tradition.  In the last and the fourth study, Kamaljeet Kaur and Satinder Kumar present 
a study on “Social Commerce Marketing Experimentation Through Conjoint Analysis: 
Online Consumer Preferences.” The study attempts to examine the consumers’ 
shopping preferences in social commerce through conjoint analysis. The analysis 
identifies a reverse relationship of utility with price and delivery charges. It reveals 
that price is the main driver in online shopping for consumers, followed by warranty, 
delivery charges, order channels, photo displays, sizes available, and charity 
donations.  Based on the preferred attributes, the study offers guidelines for social 
commerce marketers to set the prices for their products. 
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Slow and Steady Wins the Race: The 
Impact of Chasing Returns on Quartile 

Rankings 
 

Rama K. Malladi 1* 

Jennifer Brodmann 1 
________________________ 
1 California State University - Dominguez Hills, USA 
* Corresponding author, rmalladi@csudh.edu 

 
 
Abstract 
 
Purpose – The investment management industry is competitive in which managers 
compete for the top-quartile (1st) rank. This study shows that a manager who aims to be in 
the 2nd quartile (above average) instead of the 1st will end up in the 1st in the long run. 
 
Method – The study uses monthly historical returns from 01/01/1979 to 01/01/2018 and 
creates 4,000 bootstrap-simulated funds that invest in four different return strategies and 
levels of risk. After analyzing 240,000 annual returns over 60 years, it ranks these funds 
every year and assesses their return, assets under management (AUM), and quartile 
performance.  
 
Findings – Investment fund managers are torn between staying in the 1st quartile and 
growing AUM over a long-time horizon. This study shows that if a fund’s goal is to achieve 
higher AUM, it should aim at the 1st quartile every year. However, if a fund’s long-term 
goal is to stay in the 1st quartile, it should aim at the 2nd quartile every year.  
 
Limitations – In this study, the entire dataset is used for validating two hypotheses. 
Therefore, it would be helpful to split the full dataset into training and test datasets and 
conduct an out-of-sample analysis. Besides, the bootstrap method samples data for one year 
at a time and ignores any lagged-year effects. 
 
Implications – Investors pay a significantly higher fee to hedge fund managers, hoping 
that the manager has the skill to produce higher risk-adjusted returns. Therefore, investors 
(of public pension funds) need to know if a manager is producing excess returns due to 
luck or skill. 
 
Originality – Our findings are counter-intuitive since most investors do not believe that 
merely staying “above average” every year can lead to “excellent” long-term performance. 
 



Malladi & Brodmann / Journal of Business and Management, 27(2), September 2021, 1-32. 

2 

Keywords:  asset management, risk, return, quartile, fund performance, 
benchmark, investment performance. 
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Introduction 
 

A contest is a game where contestants exert costly and irretrievable efforts to 
obtain one or more prizes with some probability (Corchón & Serena, 2018). The 
application of contest theory in economics (Vojnović, 2015) is motivated by a real-world 
phenomenon that market participants care about their performance relative to peers and 
sometimes are rewarded for topping their rivals (Jin, 2020). Contest theory proposes a 
tournament-like behavior in which winners take all prize money. Frick (2003) applies 
contest theory in a tournament-like setting to analyze sports compensation. The contest 
theory is applied to the investment management industry by viewing the mutual fund 
industry as a tournament (Brown, Harlow, & Starks, 1996; Prendergast, 1999; Taylor, 
2003). “Top quartile” performance is a widely-prized status in the investment industry 
(Harris, Jenkinson, & Stucke, 2012). 

   
In the investment industry, researchers argue that the mutual fund industry is 

appropriately viewed as a tournament (i.e., funds compete with one another for new 
assets and hence higher compensation as a percentage of those assets) based on their 
relative performance (Brown et al., 1996). 

 
Some funds may close to new investors because their fund strategy may not work 

as AUM grows. Fund families typically claim that closing a fund protects its superior 
performance from growing too large to be managed efficiently (Zhao, 2004). Once 
capacity is attained, funds take a course correction by closing the fund to the new money 
(O’Neill & Warren, 2019).  

  
 However, most funds prefer AUM more than less because of their pay 

structure. Fund profits maximize the assets under management since their fees are based 
on assets instead of performance. Therefore, it is evident that the corporate officers and 
managers will be obsessively consumed with attracting more assets (Lowenstein, 2008). 
Besides, the bonus component of the fund manager compensation is explicitly tied to the 
fund investment performance for most funds (Ma, Tang, & Gómez, 2019). This study 
explores what strategy should be used if the fund manager wants a higher AUM or be 
placed in the top quartile. 
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The AUM growth may be achieved in two ways: earning higher returns on the 

current AUM or bringing in new investor capital. Funds attract this new capital by 
exhibiting superior performance compared to their peers. This organic growth is the most 
important driver of value in the capital markets. However, sustained organic growth is 
difficult to achieve (Meer, 2005). Investment funds vie to be ranked first among thousands 
of funds on the market and aim at least in the top or 1st quartile (the top 25th percentile). 
Clients exit when performance falls below the top quartile, and a floundering fund can 
find itself with a disappearing clientele. Funds may be replaced to address fund outflow 
since poorly performing funds that replace their managers incur less fund outflow than 
funds that retain existing management (Chevalier & Ellison, 1997). 

  
This winner-takes-all approach can be seen in the mutual fund industry, where 

the market is concentrated among the top ten funds: the top-ten funds comprise 85 
percent of the inflows (Beardsley et al., 2017). In addition, despite the long-term trend in 
the industry toward passive rather than active strategies, investors continue to demand 
products that outperform the market (Beardsley et al., 2017). Indeed, in the past few years 
in the United States, only active five-star funds and new products have captured 
significant net inflows, leaving one- to four-star ratings to suffer net outflows. However, 
this investor strategy of hiring 1st quartile “winners” in fund management and firing 4th 
quartile “losers” can ultimately lead to losses (Arnott, Kalesnik, & Wu, 2018) or simply 
fruitlessness because there is no guarantee that fund performance can be reproduced 
(Harvey & Liu, 2018). 

  
Howard Marks of Oak Tree Capital (Marks, 2021), a leading global alternative 

investment management firm with expertise in credit strategies and $120 billion of AUM, 
has criticized investors who chase high returns. He proposes that attempting to achieve 
a superior long-term record by stringing together a run of top-decile years is unlikely to 
succeed (Marks, 1990). Our research supports the fund strategy (Marks, 1990) of targeting 
slightly above average performance (but not for the 1st quartile) to secure top 
performance in the long run. Our results indicate that if a fund aims to achieve higher 
AUM, it should aim at the 1st quartile every year. However, if a fund aims to win the 
quartile race and be in the 1st quartile over a long period, aiming for consistent 
performance in the 2nd quartile every year is a safer bet. 

 
Our paper is structured as follows: Section 2 provides an overview of the literature 

on fund strategy, performance, and fund flows; Section 3 discusses the methodology and 
data; Section 4 shows our main findings, and Section 5 concludes.  

 
 

 

Literature Review 
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The contest theory literature primarily explains games where contestants exert 
costly and irretrievable efforts to obtain one or more prizes with some probability. This 
theory is surveyed in various books (Konrad, 2009; Vojnović, 2015) and papers 
(Chowdhury & Gürtler, 2015; Corchón & Serena, 2018; Fu & Wu, 2019). The literature on 
fund strategies and fund performance is extensive. Since Jensen (1968), studies have 
shown little evidence that mutual funds outperform passive benchmarks (Bollen & Busse, 
2005; Carhart, 1997; Gruber, 1996; Zheng, 1999). The relative performance of mutual 
funds appears to be the most unpredictable when past relative performance is used. 
While some persistence evidence exists, it concentrates on low liquidity sectors or at 
shorter horizons. Nevertheless, mutual fund investors appear to “herd” or chase 
performance – 77 percent of the mutual funds were “momentum investors,” buying 
stocks that were past winners (Grinblatt, Titman, & Wermers, 1995). Flows into and out 
of mutual funds are related to lagged excess returns measures (Chevalier & Ellison, 1997; 
Sirri & Tufano, 1998). A leading explanation for this relationship is that investors 
rationally update their beliefs about fund skills based on past performance (Berk & Green, 
2004). 

 
Though alternative investments are not the focus of our study, other researchers 

have expanded the definition of funds to include alternative investments such as hedge 
funds and private equity while analyzing the fund performance. For example, Fung et al. 
(2008) examine fund-of-funds in the hedge fund industry and documents that the alpha-
producing funds are not as likely to liquidate as those that do not deliver alpha and 
experience far higher and steadier capital inflows than their less fortunate counterparts. 
In addition, several researchers show that the hedge funds pursuing the unique strategies 
outperform the most general hedge funds as measured by the Strategy Distinctiveness 
Index (Sun, Wang, & Zheng, 2012) and R-square concerning systematic factors (Bollen, 
2013; Titman & Tiu, 2011). Similarly, Korteweg and Sorensen (2017) find high long-term 
persistence in private equity funds and report a net-of-fee annual return difference of 7 
to 8 percentage points between top and bottom quartile PE firms. 

 
Several studies examine the motivation behind the fund portfolio decisions. For 

example, Brown et al. (1996) find that those more likely to be “losers” will increase fund 
volatility to boost performance, with this strategy being more pronounced when 
investors are more aware of fund performance. Their findings support the theory that the 
competitiveness of funds and drive to become “winners” by performing better than their 
peers can affect the fund portfolio decisions. Funds that engage in risk-shifting (i.e., 
increasing risk levels significantly over time) perform worse than funds that keep stable 
risk levels (Huang, Sialm, & Zhang, 2011). 

  
Since pay depends on relative performance (Nalebuff & Stiglitz, 1983; Rosen, 

1985), fund managers vie for 1st quartile ranking. In a contest, economic agents expend 
costly effort to vie for limited prizes, and they are rewarded for “getting ahead” of their 
opponents instead of their absolute performance metrics (Fu & Wu, 2019). Funds may 
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chase rankings not just for bragging rights but also to receive more fund flows from 
investors. Investors respond to mutual fund rankings, and funds with the highest 
rankings receive a higher share of inflows. A general positive relationship between 
performance and flows has been demonstrated previously (Jones & Martinez, 2017; Sirri 
& Tufano, 1998). 

  
Besides fund performance, researchers examined fund families and found that a 

fund reaching a top-ranking receives large inflows and that a change in position from the 
bottom two deciles to the top two deciles also leads to an increase in fund flows (Cici, 
Dahm, & Kempf, 2018; Kempf & Ruenzi, 2008). In terms of inflows, it makes a huge 
difference of whether a fund reaches a top position within its family or not. The top 10% 
of funds in a family grow assets by an additional 6.87% per year. 

 
Investors may invest in funds that have performed well in the past because they 

believe they will perform well in the future and thus increase fund flows to “winners” 
who exhibit higher ranking and consistently good performance (Brown, Draper, & 
McKenzie, 1997). Besides consistency, fund performance is attributed to the fund 
manager’s stock selection and market timing abilities (Andreu, Matallín-Sáez, & Sarto, 
2018; Brown et al., 1997). Also, net new investment money goes into recent winning funds 
(Ellis, 2017). This may also be the case for individual investors, who tend to hold onto 
funds that have increased in value and sell funds that have lost value (Ivković & 
Weisbenner, 2009). 

  
Studies also find that “persistence of performance” holds in the short-term for 

mutual funds (Bollen & Busse, 2005) and is more pronounced for small-cap/growth 
funds (Huij & Verbeek, 2007). This short-term persistence may stem from investors using 
“hot hands” strategies, where investors only select the top performers every quarter 
based on the previous four quarters (Hendricks, Patel, & Zeckhauser, 1993). Funds with 
“hot hands” and “icy hands” tend to have portfolio similarities consistent with riskier 
positions: compared to no-streak funds, they hold fewer stocks, invest more in the top 
ten holdings, and have a higher portfolio beta (Berkowitz, Schorno, & Shapiro, 2017). 
Funds that use a “hot hands” strategy tend to perform better than the average mutual 
fund, and that in the context of “icy hands,” the opposite of hot hands, the inadequate 
performing funds tend to have inferior performance and continue to underperform 
(Hendricks et al., 1993). For mutual funds, past performance may also predict future risk-
adjusted performance (Elton, Gruber, & Blake, 1996), which may also hold in the long-
term (Wermers, 2003) and extend to periods ranging from five to ten years (Elton et al., 
1996; Elton, Gruber, Das, & Hlavka, 1993; Grinblatt & Titman, 1992). 

 
Multiple studies find that mutual fund flows strongly correlate with lagged excess 

returns (Chevalier & Ellison, 1997; Sirri & Tufano, 1998). Fund flows may also be affected 
by new information about product quality (Ippolito, 1992). Lynch and Musto (2003) find 
a convex relationship between past returns and fund flows in mutual funds that shift 
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strategy after a poor performance. Based on Ellis (2017), we assume a linear model of 
fund flows that adjusts according to fund return to determine which funds will have 
higher AUM. Crane and Crotty (2018) compared passive (index) mutual funds and active 
mutual funds to examine the relationship between net fund flows and one-month lagged 
performance for both active and passive funds. Their findings support the literature 
widely documented for active funds; new money growth is positively correlated with 
lagged fund performance. 

  
An increase in Fama–French–Carhart’s abnormal performance of 10 bps per 

month is associated with increased flows of 3.8 bps of AUM for index funds. This is 
significantly greater than the 1.8 bps increase in AUM for active funds, so new money 
growth in index funds is more sensitive to past performance than in active funds. This 
result is inconsistent with investors rationally updating about fund skill if index funds 
have no skill. It is puzzling that index funds would be more responsive to past gross 
returns than active funds. 

 
Finally, a desire to outperform peers for non-monetary “rank” incentives is found 

to be a driver of excessive risk-taking among finance professionals (Kirchler, Lindner, & 
Weitzel, 2018). This can either be the intrinsic desire to be better than others and thereby 
create a positive self-image (Bénabou & Tirole, 2003; Köszegi, 2006; Maslow, 1989) or the 
extrinsic desire for status signaling superior performance to peers (Frank, 1993; 
Moldovanu, Sela, & Shi, 2007). Thus, rank incentives promise a non-monetary utility to 
those at the top of the ranking and a disutility to those at the bottom (Barankay, 2012). 

 
Our contribution to the literature is examining the linkages between fund 

performance, fund flows, and quartile ranking. Previous literature addresses these three 
topics in isolation while we combine them and study the interdependence over the 
analysis window. Though we simulate the strategy for up to 60 years in this paper, a 10-
year or 30-year time horizon is more realistic in real life. The median age of the 
conventional mutual fund was 15 years in 1980 and six years in 2002 (Bollen, 2007). 
Therefore, the 60-year simulation results are provided only for theoretical purposes.  

 
 
 

Hypothesis Development 
 

In this paper, we examine strategies that passive funds–those who invest in an 
underlying index of securities, should adapt to stay in the 1st quartile in the long run. 
Staying in the 1st quartile matters to fund managers since their pay depends on relative 
performance (Nalebuff & Stiglitz, 1983; Rosen, 1985), and as economic agents, they are 
rewarded for their absolute performance metrics (Fu & Wu, 2019). In addition, a passive 
fund manager has discretion over the investment time horizon (how long to keep the 
fund going) and the underlying benchmark (or index). Focusing on passive funds is 
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justified for three reasons ─ (a) the investments industry is rushing towards passive 

funds: passive funds had grown from 18% of the fund market share in 2008 to 36% in 
2018 ; (b) contrary to popular belief, passive fund skill exists, is persistent, and is in similar 
proportion as inactive funds (Crane & Crotty, 2018); (c) investors are likely to achieve 
higher returns by employing a passive indexing strategy than they are likely to obtain 
from active portfolio management (Statman, 2020) and perform better in the long-run 
(Blanchett, 2010). 

  
In addition, the evidence strongly supports passive investment management in all 

markets ─ small-cap and large-cap equities, U.S. markets, international markets, and 

bonds and stocks (Malkiel, 2003). After analyzing 69 indexes, Elton et al. (2019) reported 
that the return on about 78% of the passive funds was higher than the return on the active 
funds, with the average differential return with no short sales being 1.37% annually. If 
active fund loads were taken into account, the passive fund beat the active fund about 
90% of the time. 

  
In our paper, we explore an investment strategy to achieve higher AUM. Passive 

funds are a large part of the market, and active funds respond to performance. Therefore, 
we are curious to see whether aiming for the top quartile as a benchmark will lead to 
higher AUM. Because of this, we come to the following hypothesis: 

 
Hypothesis 1: A fund that wants a higher AUM should strive to be in the 1st quartile every 

year.  
 
Next, we explore whether the fund strategy of being in the first quartile will lead 

to a winning strategy. Howard Marks (1990) argues that a strategy aiming for a run of 
the top-decile year to achieve superior long-term performance is not likely to succeed. 
Instead, a fund only needs to be slightly above average to be considered a top performer 
in the long run. Thus, our next hypothesis is as follows: 

 
Hypothesis 2: A fund that wants to win the quartile race should stay in the 2nd quartile 

(instead of the 1st quartile) every year. 
 
Our study contributes to the literature on fund strategy by exploring how a fund 

strategy is related to fund performance, fund flows, and quartile ranking in combination 
using analysis windows ranging from 10-, 30-, and 60- years. 

 
 
 

Data and Methodology 
 

Since fund profits maximize the AUM and base their fees on AUM (Lowenstein, 
2008), we model that every fund in our analysis tries to stay in the 1st quartile and 
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increase AUM at any given point in time. We categorize available passive fund strategies 
into four types: high risk–high return (“most-risky,” similar to small-cap stocks), medium 
risk–medium return (“risky,” similar to large-cap stocks), low risk–low return (“less-
risky,” similar to U.S. treasury bonds), and least risk–least return (“least-risky,” similar 
to U.S. treasury notes). We choose four strategies (instead of five or six), each 
corresponding to an investable stock index because they neatly fit into four quartile bins 
in the end. As an example, when a fund follows the most-risky strategy each year, the 
fund implicitly aims for the highest return and 1st quartile position in that year. The fund 
manager has to pick the appropriate index initially and cannot change the strategy (i.e., 
index) mid-course. 

 
Data 
 

Since we assume that a passive fund follows one of the four strategies (most-risky, 
risky, less-risky, and least-risky) to stay in the 1st quartile, we identify a representative 
passive index that mirrors the fund strategy. We use data over 39 years for all asset classes 
from January 1, 1979, the earliest available date for Russell Price Indices (London Stock 
Exchange Group (2021), to January 1, 2018.  

 
Most-risky: Russell 2000 Price Index, annually, not seasonally adjusted, average 

aggregation method. The data for this index is obtained from the Federal Reserve 
Economic Database (Federal Reserve System, 2021a).  The Russell 2000 Index measures 
the performance of the small-cap segment of the U.S. equity universe. It is a subset of the 
Russell 3000 Index and includes approximately 2,000 of the smallest securities based on 
a combination of their market cap and current index membership. The Russell 2000 
represents about 10% of the U.S. market. 

 
Risky: Russell 1000 Price Index, annually, not seasonally adjusted, average 

aggregation method. The data for this index is obtained from the FRED. The Russell 1000 
Index measures the performance of the large-cap segment of the U.S. equity universe. It 
is a subset of the Russell 3000 Index and includes approximately 1,000 of the largest 
securities based on a combination of their market cap and current index membership. The 
Russell 1000 represents about 90% of the U.S. market. 

 
Less-Risky: Ten-year constant maturity Treasury bond (Federal Reserve System, 

2021b).  The 10-year T-bond (GS10) return includes the promised coupon at the start of 
the year and the price change due to interest rate changes. Since GS10 is reported every 
month, the annual bond yield is reported at the end of each year. Thus, GS10 is a 10-year 
treasury constant maturity rate, in percent, reported monthly and not seasonally 
adjusted. Detailed calculations of these returns are available on Professor Aswath 
Damodaran’s website (Damodaran, 2021).  
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Least-Risky: Three-month Treasury bill, available in the dataset H.15-selected 
interest rates as TB3MS (Federal Reserve System, 2021c). It is a 3-month treasury bill, a 
secondary market rate, reported monthly, and not seasonally adjusted. 

 
Methodology 
 

We use a seven-step process to decide if a fund following a specific strategy stays 
in the 1st quartile. First, the annual return, Rt+1, is defined using Equation 1. 

 

𝑅𝑡+1 =
𝑃𝑡+1 − 𝑃𝑡

𝑃𝑡
∼ ℕ(𝜇, 𝜎2) 

(1) 

 
where Rt+1 is fund return, before fees, at time t+1, 
Pt+1 is the index value at t+1, adjusted for any dividends and stock splits, 
Pt is the index value at t, adjusted for any dividends and stock splits, μ is the fund 

normally-approximated mean annual return,  
σ is the fund’s standard deviation of annual return. 
 
Second, mean (μ) and standard deviation (σ) for each asset class are derived using 

a curve fitting to a normal distribution. Annual return distributions (actual and fitted to 
a normal distribution) based on Rt+1 are shown in Figure 1. 

 

 
Figure 1: Histogram of Annual Returns from 1979 to 2018 for Four Asset Classes 

 
Figure 1: Annual returns for the four asset classes included in the model with the 

sample period from 1979 to 2018. The asset classes are set as “most-risky” Russell 2000 
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small-cap stocks are approximated to have normally distributed annual returns with μ = 
10.35% and σ = 14.73% (annualized risk). Likewise, “Risky” Russell 1000 large-cap stocks 
have μ = 9.68% and σ = 13.44%, less-risky” 10-year Treasury bonds have μ = 7.82% and σ 
= 10.17%, and “least-risky” 3-month Treasury bills have μ = 4.53% and σ = 3.65%. 

 
“Most-risky” Russell 2000 small-cap stocks are approximated to have normally 

distributed annual returns with μ = 10.35% and σ = 14.73% (annualized risk). Likewise, 
“Risky” Russell 1000 large-cap stocks have a   = 9.68% and σ = 13.44%, less-risky” 10-year 
Treasury bonds have a   = 7.82% and σ = 10.17%, and “least-risky” 3-month Treasury bills 
have a   = 4.53% and σ = 3.65%. We plot the probability density function for the four 
strategies in Figure 2 and confirm that the four asset classes conform to four distinct risk-
return profiles. A scatter plot of the risk and return profile is shown in Figure 3. As one 
would expect, as the riskiness of the asset class increases, the return also increases. One 
can choose a different set of asset classes in our model if they represent four distinct risk-
return profiles similar to those in Figures 2 and 3. 

 

 
Figure 2: Probability Density Functions for Four Type of Strategies 
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Figure 3: Risk and Return for Four Type of Strategies 

 
 
Figure 2 shows the probability density functions for each of the four types of 

strategies used in the model: Most-Risky, Risky, Less-Risky, and Least-Risky. In Figure 
3, the risk is measured by annual standard deviation, and the return is measured by mean 
yearly return for each of the four types of strategies. The risk-return profile is almost 
linear. 

 
Third, we use historical annual returns to create 240,000 data points by using 

bootstrap with replacement methodology. The advantages of using the bootstrap to rank 
fund performance are many. It eliminates the need to specify the exact distribution shape 
from which returns are drawn, and estimating correlations between portfolio returns is 
not required (Chen, Chu, & Leung, 2012; Devaney, Morillon, & Weber, 2016). The 
bootstrap methodology is commonly used for mutual fund performance evaluation in 
the literature (Cuthbertson, Nitzsche, & O’Sullivan, 2008; Fama & French, 2010; 
Kosowski, Timmermann, Wermers, & White, 2006). We create a yearly return matrix with 
240,000 data points (1,000 funds in each strategy x 4 strategies x up to 60 years) for further 
analysis. 

  
We investigate the long-term (i.e., 10, 30, 60 years) rankings of 4,000 passive funds 

that pursue four different return and risk strategies and identify those that rank in the 1st 
quartile. Thus, the fund manager has discretion over the investment time horizon and the 
underlying benchmark (or index). Each fund invests all assets in one index (i.e., all are 
index funds). It is observed that the average star ratings of seasoned funds are 
consistently higher than the average star ratings of younger funds (Morey, 2002). Thus, 
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the time horizon plays a critical role in the survival of a fund and its ability to attract 
higher capital. 

  
In the bootstrap method, we first select a year (between 1979 and 2018) and then 

use corresponding historical returns for the selected year for all four strategies. By doing 
so, we ensure that the correlations of asset returns are maintained. The descriptive 
statistics of the simulated dataset are shown in Table 1. The simulated annual return 
profile in Table 1 is very similar to the actual historical data in Figure 1. Thus, we show 
that the bootstrap method is robust. 

 
Table 1: Descriptive Statistics for Four Type of Funds 

  Most-Risky Risky Less-Risky Least-Risky 

N 60,000 60,000 60,000 60,000 

Mean 10.27% 9.64% 7.74% 4.50% 

Median 12.99% 11.84% 8.20% 4.64% 

StdDev 14.46% 13.26% 10.02% 3.59% 

Mean/StdDev 0.71 0.73 0.77 1.25 

Skewness 0.25 -0.68 0.25 0.62 

Kurtosis 1.06 -0.08 -0.29 -0.17 

Mean/StDev 0.71 0.73 0.77 1.25 

 
Table 1 exhibits the descriptive statistics for each of the four strategies. Notice a 

small difference between the actual historical data in Figure 1 and the simulated data in 
Table 1. (Example: Mean return = 10.35% vs. 10.27%). 

 
Fourth, we rank all 4,000 funds each year based on the simulated annual returns 

and place them in four quartiles. The 1st quartile contains the best-performing 1,000 
funds in that year, and the 4th quartile has the worst-performing 1,000 funds. 

 
Fifth, we model the observation of Ellis (2017) that net new investment money goes 

into recent winning funds. We assume that fund inflows linearly respond to fund 
performance in the most recent two-year period, as shown in Table 2. For example, if a 
fund is in the 1st quartile two years before (t - 2) (i.e., Qi(t-2) = 1), where i, fund number, 
is between 1 and 4,000, and in the 2nd quartile last year (t - 1) (i.e., Qi(t-1) = 2), then that 
fund is in 12 bin and gains 20% net inflow. We denote this 20% as Di,t(Qi(t-2), Qi(t-1)) 
and refer to it as fund i’s drawdown, or net inflow, after being in the quartiles, Qi(t-2) and 
Qi(t-1), during the past two years. A positive Di,t(Qi(t-2), Qi(t-1)) indicates fund inflows, 
and a negative value indicates fund outflows. Similarly, a fund in the 4th quartile for two 
years in a row (44 bin) loses 30% of assets due to outflows. This linearity restriction can 
be easily relaxed by changing values in Table 2. We have not found a fund-flow model in 
the literature that provides a specific framework that we can use in Table 2. Therefore, 
we develop a framework to accommodate a convex relationship between fund flows and 
past fund performance (Chevalier & Ellison, 1997; Huang, Wei, & Yan, 2007; Ippolito, 
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1992; Lynch & Musto, 2003; Sirri & Tufano, 1998). Our methodology can be easily adapted 
and modified by future researchers to use a different fund-flow model. 

 
Table 2: Fund-flow Model 

Last two rankings Drawdown Last two rankings Drawdown 

Qi(t-2), Qi(t-1) Di,t(Qi(t-2), Qi(t-1)) Qi(t-2), Qi(t-1) Di,t(Qi(t-2), Qi(t-1)) 

11 30% 31 10% (same as 13) 

12 20% 32 0% (same as 23) 

13 10% 33 -10% (same as 24) 

14 0% 34 -20% 

21 20% (same as 12) 41 0% (same as 14) 

22 10% (same as 13) 42 -10% (same as 24) 

23 0% 43 -20% (same as 34) 

24 -10% 44 -30% 

 
Table 2 lists the drawdowns used in the model for each of the rankings. We assume 

that fund inflows linearly respond to fund performance in the most recent two-year 
period. For example, if a fund is in the 1st quartile two years before (t - 2) (i.e., Qi(t-2) = 
1), where i, fund number, is between 1 and 4,000, and in the 2nd quartile last year (t - 1) 
(i.e., Qi(t-1) = 2), then that fund is in 12 bin and gains 20% net inflow. We denote this 20% 
as Di,t(Qi(t-2), Qi(t-1)) and refer to it as fund i’s drawdown, or net inflow, after being in 
the quartiles, Qi(t-2) and Qi(t-1), during the past two years. A positive Di,t(Qi(t-2), Qi(t-
1)) indicates fund inflows, and a negative value indicates fund outflows. Similarly, a fund 
in the 4th quartile for two years in a row (44 bin) loses 30% of assets due to outflows. 

 
The AUM of a fund at t + 1 is denoted as AUMt+1 and explained in Equation 2. 

AUMt+1 depends on the AUM at t, return Rt+1, and the drawdown at t + 1. Also, we impose 
a condition that the sum of all drawdowns is 0, as shown in Equation 3. During the first 
two years (i.e., t = 1 and t = 2), since investors do not have the past two years’ returns, we 
assume that Di,t(Qi(t-2), Qi(t-1)) = 0 for all i. 

 

𝐴𝑈𝑀𝑡+1 = 𝐴𝑈𝑀𝑡 × (1 + 𝑅𝑡+1) × (1 + 𝐷𝑖,𝑡(𝑄𝑖(𝑡 − 2), 𝑄𝑖(𝑡 − 1))) (2) 

 

∑∑𝐷𝑡(𝑄𝑖(𝑡 − 2), 𝑄𝑗(𝑡 − 1)) = 0

4

𝑗=1

4

𝑖=1

 (3) 

 
Sixth, we compute every fund’s AUM growth as shown in Equation 4, rank all 

4,000 funds by Gt+1 each year, and place them in the appropriate quartile (i.e., 1, 2, 3, or 
4) for every year. 
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𝐺𝑡+1 = (
𝐴𝑈𝑀𝑡+1

𝐴𝑈𝑀𝑡
− 1)

= 𝑅𝑡+1 + 𝐷𝑖,𝑡(𝑄𝑖(𝑡 − 2), 𝑄𝑖(𝑡 − 1))

+ (𝑅𝑡+1 × 𝐷𝑖,𝑡(𝑄𝑖(𝑡 − 2), 𝑄𝑖(𝑡 − 1))) 

(4) 

 
Finally, we compute the geometric annual growth of AUM, denoted as GRm, using 

Equation 5 for each of the 4,000 funds, where m = 1 to 4000, and N is the number of years 
in the window of analysis. We studied the fund returns for N = 10, 30, and 60 years. 

 

𝐺𝑅𝑚 = (
𝐴𝑈𝑀𝑡=𝑁

𝐴𝑈𝑀𝑡=0
− 1)

1
𝑁
− 1 (5) 

 
The cumulative ranking is computed based on GRm at the end of N years. The top 

1,000 funds based on this cumulative ranking are classified as 1st quartile funds (or 
winners). Likewise, the bottom 1,000 funds based on this cumulative ranking are 4th 
quartile funds. Finally, we observe the strategy of all 4,000 funds based on the cumulative 
rankings. 

 
 
 

Results 
 

This section summarizes the results for a 10-, 30-, and 60-year analysis window. 
Because of the constraint of space, we do not include all of the 10- and 30-year analysis 
results. Results are based on 240,000 annual returns between 1979 and 2018, as described 
in Section 3. Average cumulative quartiles for all 4,000 funds in the presence of 
drawdown (i.e., Di,t(Qi(t-2), Qi(t-1)) ≠ 0% for all i) are shown in Figure 4. Ranking in the 

1st quartile indicates that the fund’s cumulative ranking is in the top 1,000 (winners). 
Likewise, ranking in the 4th quartile indicates that the fund’s cumulative ranking is in 
the bottom 1,000. In the absence of drawdown, the investor is not sensitive to past two-
year fund performance (i.e., Di,t(Qi(t-2), Qi(t-1)) = 0% for all i). The average cumulative 
quartiles for all 4,000 funds in the absence of drawdown are shown in Figure 5. 
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Figure 4: Cumulative Mean Quartile (with Drawdowns) after 10, 30, and 60 Years 

 

Figure 4 displays the summary of average cumulative quartiles for all 4,000 funds 
in the presence of drawdown for 10-, 30-, and 60-year analysis windows. As time goes 
by, results are more pronounced. 
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Figure 5: Cumulative Mean Quartile (without Drawdowns) after 10, 30, and 60 Years 

 
 

Figure 5 shows the summary of average cumulative quartiles for all 4,000 funds in 
the absence of drawdown for 10-, 30-, and 60-year analysis windows. As time elapses, 
results are more pronounced. 

 
We observe that as time progresses from 10-years to 60-years, the results are more 

pronounced. For example, the least-risky fund’s average quartile increases from 3.48 to 
3.95 as time proceeds, indicating that this strategy is more likely to result in the bottom 
quartile (4th) position in the long run. Similarly, the most-risky fund’s average quartile 
decreases from 2.04 to 1.66 as time proceeds, indicating that this strategy is more likely 
to result in the 2nd or 1st quartile position in the long run. Nevertheless, previous studies 
find that a fund’s informational advantage may be short-lived (Berk & Green, 2004). 
Bollen & Busse (2005) find that superior performance is a short-lived phenomenon 
observable only when funds are evaluated several times a year based on their mutual 
fund returns analysis between 1985 and 1995. Our results support this finding and show 
that these short-lived advantages disappear in the long run. What matters, in the long 
run, is the fund strategy. For example, one can compare the short-term versus long-term 
performance by taking a ratio of quartiles, which we call the quartile ratio. The higher 
this ratio, the more the contrast between fund strategies. 

  
The 10-year quartile ratio of least-risky and most-risky fund types is 1.7 (i.e., 

3.48/2.04) for 10 years and 2.4 for 60 years, as shown in Figure 4. Thus, it takes time for 
the fund strategy to result in performance. However, practitioners are increasingly 
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concerned that investors, especially retail investors, are churning funds too frequently 
searching for returns. Using U.S. equity fund redemption data from the Investment 
Company Institute for the 15 years from 1999 through 2013, the average mutual fund 
holding period is estimated to be over three years (Vanguard, 2014). The fund quartile 
rankings do not change significantly in the absence of drawdowns, as shown in Figure 5. 
Therefore, going forward, we show only results in the presence of drawdown. Results 
without drawdown (which are less realistic) are not included. 

 
Another interesting observation is that the percentage change in quartile rankings 

is asymmetric for different funds, as shown in Figure 6. As time progresses from 10-years 
to 60-years, the least-risky fund’s quartile ranking changes by 13.5% (i.e. (3.95-3.48)/3.48). 
Whereas the most-risky fund’s quartile ranking changes by 18.6%. The same metric for 
risky funds is 13.8% and 8.9% for less-risky funds. It means that the most-risky funds are 
susceptible to dramatic swings in their quartile positions from year to year. An individual 
fund in the most-risky type can have large fluctuations in quartile rankings because of 
the high standard deviation of returns. 

 

 
Figure 6: percentage change in quartile rankings (with Drawdown, from 10 to 30 and 10 

to 60 years) 
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Figure 6 shows the summary of the percentage change in quartile rankings. Most-
risky funds have the highest sensitivity to quartile changes. 

 
Results of the annualized geometric return computed using Equation 5 are 

summarized in Figure 7. As expected, the most-risky fund has the highest annual 
geometric return at 9.68%, followed by the risky fund at 9.32%, the less-risky fund at 
7.27%, and the least-risky fund, which has the lowest annual geometric return at 3.96%. 
However, the return to risk ratio (i.e., mean/standard deviation) shows an exactly 
opposite picture (i.e., 8.43 for least-risky, 5.01 for less-risky, 4.40 for risky, and 4.48 for 
most-risky). One can visually and numerically observe that the return distribution of the 
most-risky fund and the risky fund are identical after 60 years. So, it is evident that there 
is no significant benefit in pursuing a most-risky strategy ─ one that can cause severe 

losses and huge quartile swings. At the same time, one can achieve similar results by 
adopting a risky strategy. 

 

 
Figure 7: Annualized Geometric Return by Fund Type with Drawdown (after 60 Years) 

 

Figure 7 exhibits the annualized geometric return by fund type, with drawdown, 
after 60 years. The average annual return for least-risky, less-risky, risky, and most-risky 
funds is 3.96%, 7.27%, 9.32%, and 9.68%, respectively. However, the return to risk ratio 
(i.e., mean/standard deviation) shows an exactly opposite picture (i.e., 8.43 for least-
risky, 5.01 for less-risky, 4.40 for risky, and 4.48 for most-risky). 

 
So far, we have discussed aggregate results according to fund types. Now, we 

switch focus to cross-sectional results. As shown in Figure 8, a fund that follows a risky 
strategy has a higher probability (40.7% without drawdown and 39.7% with drawdown) 
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of staying in the 1st quartile after 60 years than a fund that that follows a most-risky 
strategy (35.9% without drawdown and 38.6% with drawdown). This counter-intuitive 
result supports Howard Marks’ (1990) assertion that a strategy aiming for a run of top-
decile years to achieve superior long-term performance is unlikely to succeed. Instead, a 
fund needs only to be slightly above average to be considered a top performer in the long 
run. 

 
Interestingly, as shown in Figure 9, a fund that follows a risky strategy has almost 

the same probability of staying in the 4th quartile as a fund that follows a most-risky 
strategy (23.2% with or without drawdown). Put simply, a fund that aims to be in the 1st 
quartile every year, by following a most-risky strategy, has a lesser probability of staying 
in the 1st quartile and the same probability of staying in the 4th quartile after 60 years, as 
a fund that follows a risky strategy. In the investment world, we rarely see such strategies 
that have an upside without a downside. Therefore, the risky strategy has a higher benefit 
(i.e., staying in the 1st quartile) and the same cost (staying in the 4th quartile) than the 
riskiest strategy. As Figures 8 and 9 show, the quartile rankings are very identical with 
or without drawdown. We have experimented with different linear combinations of 
drawdowns in Table 2, and the results shown in Figures 8 and 9 are consistent. 

Figure 8: Percentage of Funds Staying in 1st Quartile (after 60 Years) 
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Figure 9: Percentage of Funds Staying in 4th Quartile (after 60 Years) 

 
Figure 8 exhibits the percentage of funds that stay in the 1st quartile after 60 years 

by fund type, and Figure 9 displays the percentage of funds that stay in the 4th quartile 

after 60 years by fund type. 

Several studies suggest that nonsurvivors in the U.S. mutual fund industry 
disappeared primarily because of multi-year underperformance (Carhart, Carpenter, 
Lynch, & Musto, 2002; Cogneau & Hübner, 2015). They also point out that aggressive 
growth funds perish at an annual rate, statistically more significant than the growth and 
income funds. Therefore, when funds aim for the 1st quartile, they risk falls into the 4th 
quartile instead. As shown in Figure 10, for all fund types, as funds increase risk profile 
and aim for the 1st quartile, the slope which measures the probability of falling in the 4th 
quartile is negative. Out of the four strategies, funds that pursue the risky strategy 
dominate the lower right corner of the figure, indicating that they have the highest 
probability of staying in the 1st quartile and the lowest probability of falling into the 4th 
quartile. On the other hand, the least-risky type funds have almost no chance (zero 
probability) of staying in the 1st quartile. This result is intuitive since it reinforces the age-
old saying ‘no pain, no gain”. However, what is not intuitive is that the risky fund type 
has a steeper slope (of -0.43) than the riskiest fund type (-0.36). Thus, it reinforces our 
finding that a risky strategy has a higher chance of staying in the 1st quartile and a lower 
chance of falling into the 4th quartile. 
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Figure 10: Probability of a Fund Maintaining 1st Quartile Ranking, by Fund Type (after 

60 Years, with Drawdown) 
 
 
Figure 10 contrasts the probability of a fund remaining in the 1st quartile ranking 

against falling into the 4th quartile after 60 years, segmented by fund type. Risky funds 
have a higher probability of being in the 1st quartile compared to the Most-Risky funds. 

 
At the end of 60 years, the risky funds are more likely to be in the 1st quartile than 

the riskiest funds. As illustrated in Figure 11, more than 300 risky-strategy funds (or 30% 
of the total 1,000 funds) have a higher probability of staying in the 1st quartile than the 
riskiest strategy funds. To summarize, a fund that aims for the 2nd quartile every year 
has a 30% higher probability of eventually ranking in the 1st quartile than a fund that 
seeks to be in the 1st quartile every year by pursuing the riskiest strategy. Accordingly, 
we reject the hypothesis that if a fund aims to win the quartile race, it should strive for 
the 1st quartile every year. 
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Figure 11: Individual Fund Probability of Maintaining 1st Quartile Ranking, by 

Fund Type (after 60 Years, with Drawdown) 
 
 

Figure 11 exhibits the individual fund probabilities of remaining in the 1st quartile 
after 60 years, segmented by fund type. Risky funds have a 30% higher probability of 
being in the 1st quartile than the most-risky funds. 

 
Finally, Figure 12 shows that aiming for the 1st quartile has one principal 

advantage—a higher AUM in aggregate. At the end of 60 years, a fund that aims for the 
1st quartile will be able to turn a $1 investment into a median value of $258. However, a 
fund that strives for the 2nd quartile will reach a median value of $201. If we use mean 
values, the difference is even more substantial due to the outsized returns of a few 1st 
quartile outliers. Thus, the 1st hypothesis (i.e., if a fund aims to achieve higher AUM, it 
should strive to be in the 1st quartile every year) is not rejected. However, we reject the 
2nd hypothesis and conclude that if a fund aims to win the quartile race, aiming for the 
2nd quartile every year is a safer bet. 

 
Figure 12 shows the annual geometric return & end-of-horizon assets under 

management (AUM) after 60 years, including drawdowns segmented by fund type. 
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Figure 12: Annual Geometric Return & End-of-Horizon AUM by Fund Type (with 

Drawdown, after 60 Years) 
 

 

Conclusion 
 

A general perception is that to beat a benchmark, such as the S&P 500, a fund must be in 

the 1st quartile for several years in the long run. In this paper, we explore if passive funds 

aiming to be in the 1st quartile by chasing higher returns (i.e., higher risk) are more likely 

to achieve their goal than those that pursue somewhat lesser returns (i.e., lower risk). We 

also clarify the confusion that is often observed between a fund’s two routes to stellar 

performance—grow AUM or stay in the 1st quartile over a long-time horizon. We show 

that each goal requires a different strategy. 

 

 Assuming that a fund follows one of the four strategies (most-risky, risky, less-

risky, and least-risky) to remain in the 1st quartile, we identify an appropriate asset class 

that mimics the fund’s strategy and use monthly historical returns from January 1, 1979, 

to January 1, 2018, for four strategies: Russell 2000 Price Index (most-risky), Russell 1000 

Price Index (risky), 10-year constant maturity Treasury bond (less-risky), and 3-month 

Treasury bill (least-risky). The model we develop is flexible and can accommodate 

different asset classes if they represent four distinct risk-return profiles. Using bootstrap 
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simulation with replacement methodology, we create a matrix of 240,000 annual returns 

(1,000 funds ×  4 strategies ×  up to 60 years). 

  

 We show that if a fund aims to achieve higher AUM, it should aim at the 1st 

quartile every year. However, if a fund aims to win the quartile race, aiming for the 2nd 

quartile is a safer bet every year. This finding supports Howard Marks’ (1990) claims that 

a fund needs only to be slightly above average to be considered a top performer in the 

long run. Previous studies have provided evidence that mutual fund team characteristics 

have a role in the extremity and riskiness of fund returns (Karagiannidis, 2012). This 

paper shows the importance of fund strategies. 

 

In this study, the entire dataset is used for validating two hypotheses. Therefore, 

it would be helpful to split the full dataset into training and test datasets and conduct an 

out-of-sample analysis. Future research can extend the findings by creating equal-

weighted portfolios that invest in all four strategies equally to determine if such an equal-

weighted portfolio with an annual rebalancing method (DeMiguel, Garlappi, & Uppal, 

2009; Malladi & Fabozzi, 2017; Plyakha, Uppal, & Vilkov, 2012) may result in better 

quartile rankings. Future studies might also examine a volatility-managed equity 

portfolio that may lead to higher returns and superior performance (Harvey & Liu, 2018). 

Finally, the bootstrap method samples data for one year at a time and ignores any lagged-

year effects. Further research into the lagged-year effects is needed to compare them with 

the findings of this study. 
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Abstract 
 
Purpose – This research contributes to the participative pricing literature by examining 
how consumers with varying levels of persuasion knowledge and aggressiveness respond 
to different levels of autonomy in the price-setting process. Persuasion knowledge is the 
ability to interpret, evaluate, and respond to influence attempts from advertisers and 
salespeople. 
 
Method – An experimental design was utilized to expose consumers to either a pay-what-
you-want price or fixed-price scenario. After reading a scenario about their products and 
pricing, consumers were asked to rate their purchase likelihood and perceived satisfaction 
levels of a fictitious pizza store. Participants then responded to questions measuring their 
persuasion knowledge and aggressiveness. 
 
Findings – Pricing autonomy, persuasion knowledge, and aggressiveness influence 
purchase likelihood and perceived satisfaction. As consumers’ persuasion knowledge 
increases, their purchase intentions under a pay-what-you-want price are higher than 
under a fixed price. Conversely, when persuasion knowledge is low, or aggressiveness is 
high, there is no difference in purchase intentions under the two pricing scenarios.  
 
Limitations – A fictitious scenario was presented to the participants. Future studies could 
replicate this study with the subjects of actual retailers. A field experiment could be 
conducted more closely to simulate the actual exchange process. Lastly, continuous 
variables (persuasion knowledge and aggressiveness) were dichotomized in this study. 
Although there is support for using this method, future studies could manipulate these 
variables to gain more confidence in our findings by replicating the research design. 
 
Implications – The findings support that consumers prefer to have autonomy in the price-
setting process. Therefore, marketing managers can benefit their business through pay-
what-you-want pricing. Therefore, participative pricing could get consumers to try 
products for the first time and result in future purchases at fixed prices. With a more 
complex customer loyalty program, managers can target specific customers for promotions. 
Moreover, this study provides support for marketing managers to target specific customers 
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when pay-what-you-want pricing is offered. Specifically, those customers with high 
persuasion knowledge respond favorably. Consumers with low aggression respond 
significantly more favorably when given more autonomy in the price-setting process. 
 
Originality – These findings contribute to our understanding of participative pricing, 
where consumers can set the price of products. It gives managers more confidence in 
implementing elective pricing in their business models and provides insights into which 
consumers respond most favorably when using this pricing mechanism as a short-term 
promotion or long-term pricing strategy. 
 
Keywords:  pay-what-you-want pricing, autonomy, persuasion knowledge, 
aggression, purchase intentions. 
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Introduction 
 

Pay-what-you-want (PWYW) pricing, also known as elective pricing, gives 
consumers full control to set the price of products (Santana & Morwitz, 2015). Panera 
Bread, a popular fast-casual food retailer in the United States (U.S.), adopted this pricing 
model and opened a non-profit café chain, Panera Cares, in 2010, but closed its store at 
Dearborn, Michigan, in 2016 and ceased the operations of the last Boston store in 2019 
(Mettler, 2019). Several reasons for the failure were suggested (Peters, 2018), but it is still 
unclear what was the driving factor in closing these stores while others using this pricing 
strategy have found success in the marketplace. Many smaller retailers have also 
achieved success with this model.  For instance, Bowery restaurants were successful in 
offering their vegan bowls (Blumberg, 2020). Even Wyze, a smart home technology 
company, has recently started offering PWYW pricing (Statt, 2020).  Previous research 
has found that consumers exposed to elective pricing had chosen to pay non-zero 
amounts and that this pricing strategy can be successful (Kim, Natter, & Spann 2009), but 
not all marketers and researchers are convinced that it can be utilized effectively in the 
marketplace. Nevertheless, various field studies have confirmed that most consumers 
will pay more than zero when responding to a company’s PWYW pricing model (Regner, 
2015; Riener & Traxler, 2012; Schons et al., 2014). 

  
Many businesses using PWYW pricing in the marketplace have seen varying 

results with this pricing mechanism.  Consumer behavior researchers are highly 
motivated to identify how marketing managers can successfully utilize PWYW pricing. 
As a result, researchers are asking some different research questions. Does pricing 
autonomy alter consumer purchase intentions (purchase likelihood and perceived 
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satisfaction)? Are there certain types of marketing managers who can use PWYW pricing 
successfully through promotional campaigns? Therefore, further exploration is 
warranted to uncover whether this pricing mechanism can help marketing managers 
reach their desired goals and specific segments of customers. This study attempts to 
answer these questions through an online experiment that provides marketing managers 
with new insights into the benefits of PWYW pricing. In addition, it identifies when to 
target consumers with varying levels of persuasion knowledge and aggression for 
adopting this pricing mechanism. 

 
The application of PWYW pricing has increased in popularity within the service 

sector.   Many companies from a multitude of industries have utilized it, including 
amusement parks (Gneezy, Gneezy, Nelson, & Brown 2010), coffee shops (Park, Nam, & 
Lee 2017), hotels (Léon, Noguera, & Tena-Sanchez 2012), musicians (Regner & Barria 
2009), restaurants (Kim, Natter, & Spann 2010), tourism packages (Stangl & Prayag 2018), 
online music downloads (Schons et al. 2014; Regner 2015), car repair centers (Natter & 
Kaufmann 2015), cinema tickets (Natter & Kaufmann 2015), and museums (Schons et al. 
2014), and several others. In addition, several specific companies have received press 
coverage for utilizing PWYW-pricing, including Bonvoy Adventure Travel, 
Headsets.com, Zest Business Consulting, and Zugun (Evans, 2014). Notably, Servant 
Stage Company, a non-profit theatre company, promotes itself as “one of the only pay-
what-you-will theaters in the United States of America.” Approximately 31,000 audience 
members attended their 125 total theatrical performances in 2017, which brought a 72% 
increase from the previous year (Servant Stage Company, 2017). 

  
There have been smaller and larger organizations utilizing PWYW pricing 

successfully recently. For example, Entrepreneur (2021) offered online courses where 
consumers could learn new skills and choose how much they wanted to pay for the 
course bundle. Consumers were provided with suggested prices for the bundles and 
allowed to pay any price of their choices. 

 
PWYW pricing is not limited to the United States. For example, a small coffee shop 

in Naples (Caffè Sospeso) and a hotel (OmHotel) offer PWYW pricing (Abel, 2021). 
Interestingly, Caffè Sospeso ties in a “pay it forward” activity that encourages consumers 
to buy coffee for others. This provides consumers with control over setting the price of 
products in the marketplace. Consumers have been found to pay more in “pay it 
forward” situations (Jung et al., 2012). 

 
Burger King was also successful in using PWYW pricing during the pandemic. 

They allowed consumers to choose the price for their Whopper hamburger, with all of 
the proceeds going towards a charity (“No Kid Hungry”) that helps children in need 
(Nelson, 2020). Aligning with a cause can be a successful strategy when PWYW pricing 
in the marketplace (Kim, Natter, and Spann 2009). 
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PWYW pricing is different from other participative pricing strategies, such as 
name-your-own-price or auction bidding. Krämer et al. (2017) examined the difference 
between implementing PWYW pricing and name-your-own-price models, where 
consumers have some control in the price-setting process. A further investigation into 
how pricing mechanisms with extreme autonomy in the price-setting process influence 
purchase intentions is still needed. Our research contributes to this understanding by 
examining the pricing mechanisms with two extreme levels of autonomy: fixed pricing, 
where consumers have no control in determining the price, and PWYW pricing, where 
they have full control in the price-setting process. 

 
Although this pricing mechanism has been utilized in various industries and 

contexts, marketing managers are not confident in utilizing it for fear that customers’ 
price choices may result in losses for their organizations.  The PWYW pricing literature 
lacks insights into which types of consumers to target. More specifically, the literature 
currently lacks an examination into how consumers with different traits and dispositions 
respond to consumption situations with varying levels of autonomy in the price-setting 
process. The findings could give marketing managers confidence in offering PWYW 
pricing by targeting consumers with particular characteristics and individual differences. 
This research examines how consumers with varying persuasion knowledge and 
aggressiveness respond to PWYW and fixed price models. The findings can guide 
marketers to target their potential consumers when such a pricing mechanism is 
available.  

  
Persuasion knowledge has been referred to as a “schemer schema” and described 

by Friestad and Wright (1994) as the ability a consumer possesses to “interpret, evaluate, 
and respond to influence attempts advertisers and salespeople.” Friestad and Wright 
(1994) argued that persuasion knowledge is an important attribute that consumers utilize 
when responding to different organizations’ actions in the marketplace. Persuasion-
related tasks are common and important in consumers’ daily lives, so acquiring expertise 
in persuasion knowledge is a valuable and ongoing process for consumers (Friestad & 
Wright, 1999). In addition, companies use strategies like cause-related marketing to 
influence the decisions of consumers. This particular strategy is estimated to impact 
approximately 75% of adults in the U.S. in making purchase decisions (Mintel, 2014). 

Researchers are still trying to understand when consumers use their persuasion 
knowledge (Sujan, 1997). Since consumers are regularly exposed to advertisements and 
sales pitches at young ages (Story & French, 1994), persuasion knowledge has become a 
valuable resource for consumers in the marketplace (Friestad & Wright, 1994). Therefore, 
this research contributes to the literature by studying consumers with a helpful resource 
that allows them to navigate a marketplace filled with noise and clutter from constant 
advertisements, sales pitches, and new forms of communication technology. Many 
consumers are savvy to marketing tactics used by brands, so marketing managers would 
benefit from finding ways to attract these skeptical consumers. This study fills that gap 
in the literature by examining how consumers with varying levels of persuasion 
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knowledge respond to marketers who present them with autonomy in setting the prices 
of products during an exchange. 

  
Aggressive consumers want to excel and achieve admiration, prestige, and success 

(Cohen, 1967). Consumers can show this aggression in their physical environment and 
even online (Han & Vasquez, 2019). Encountering scarcity promotions in newspapers, 
television advertisements, and even online pop-up ads can create aggressive consumer 
behavior, including acting violent (Kristofferson et al., 2017). As the scarcity effect makes 
customers feel less in control in the physical world and complicates their search of 
products online, it would be beneficial to see how these aggressive consumers respond 
to varying amounts of control in the price-setting process for products. In addition, 
consumers are often exposed to fixed-pricing situations. In these instances, consumers 
have no control over the price. The participative pricing literature has not examined how 
consumers with varying levels of aggression respond to the increased autonomy in the 
price-setting process. Exploring how these consumers respond to this freedom in 
choosing the product price would benefit researchers attempting to understand these 
consumers and marketing managers looking for segments of consumers when PWYW 
pricing is implemented within their organizations. 

 
 For the retailers facing significant competition in the marketplace (Reynolds & 

Arnold, 2000), implementing new and unique pricing mechanisms could bring 
competitive advantage (Guo, 2007). However, prior research on PWYW pricing lacks 
insights into how persuasion knowledge and aggressive interpersonal orientation impact 
purchase intentions. This research fills this gap in the literature by exploring how 
consumers with varying persuasion knowledge and aggressiveness respond to the 
autonomy in the price-setting process. Understanding the benefits of giving specific 
consumers control over setting the price of products offers marketing managers more 
confidence in using elective pricing mechanisms and targeting or avoiding specific 
consumers for PWYW pricing promotions.  

 
 
 

Literature Review 
 

Pay-What-You-Want Pricing 
 

Previous research has investigated the profitability of PWYW pricing by 
examining consumers’ payment amounts (Chao, Fernandez, & Nahata 2015; Kim, Natter, 
& Spann 2009; Mak, Zwick, & Rao 2010; Weisstein, Choi, & Andersen 2019). PWYW 
pricing is a profitable strategy in the long run (Riener & Traxler, 2012), but the results of 
using this pricing mechanism in practice have been mixed. Radiohead found success in 
implementing PWYW pricing with their album “In Rainbows” (Tyrangiel, 2007). PWYW 
pricing has also been utilized by other musical artists and performers, including Nine 
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Inch Nails and Moby (Johnson & Cui, 2013). Even in the rampant sport and entertainment 
industry, with ticket scalpers wanting to buy tickets at the lowest price possible and resell 
them at the highest possible price, the Oakland Athletics offered one section of seats using 
PWYW pricing (George, 2018). In the context of performances at a theater, researchers 
found that payments attributed to others, along with satisfaction levels with the play, 
helped predict customer payment amounts (Tena‐Sánchez, León‐Medina, and Noguera, 
2020). Economic self-interest, social image signaling, and fairness have played a role in 
consumers’ choices of prices (Lee, Baumgartner, & Pieters, 2021). These insights shed 
light on what drives consumers to choose certain prices in this consumption situation. 

 
Other researchers have examined whether PWYW pricing could increase 

consumer purchase intentions (Gneezy et al. 2010; Weisstein, Kukar-Kinney, & Monroe 
2016). For example, Kim, Natter, and Spann (2009) suggested that PWYW pricing could 
be an alternative to product sampling. As a result, organizations could leverage this 
replacement to make their products part of the consideration set for consumers and 
increase their future purchase intentions when contemplating a product from that 
particular category. Therefore, further insights examining how this pricing mechanism 
could be used in the short term to drive consumer purchase are helpful to marketing 
managers. 

 
Additionally, researchers have explored other areas of PWYW pricing, including 

the impacts of situational factors like crowding and time pressure (Sharma, Roy, & 
Rabbanee 2020). They have suggested that marketing managers could utilize PWYW 
pricing to help determine the willingness to pay for products in the marketplace (Bitsch., 
Hanf., & Rüdiger, 2020). Therefore, using this pricing mechanism could provide 
additional insights into consumers’ values on different products offered by retailers. 

 
Researchers in PWYW pricing have explored different contexts and situations 

where the pricing mechanism can succeed and meet the desired goals of marketing 
managers in the field. Table 1 provides a summary of relevant PWYW pricing literature. 
It allows us to understand better how consumers respond to this unique pricing 
mechanism. 

 
Table 1: Summary of PWYW Pricing Literature 

Author(s) & 
Year 

Journal Description & Key Findings 

Kim, Natter, 
& Spann 

(2009) 

Journal of 
Marketing 

Three field studies of sellers using PWYW pricing show that prices 
paid by consumers were significantly greater than zero and that the 
use of PWYW pricing even led to an increase in revenues.  

Regner & 
Barria 
(2009) 

Journal of 
Economic 

Behavior & 
Organization 

Analyzes the customers’ payment behavior of an online musical label, 
Magnatune. The finding shows that the customers paid what they 
wanted for albums within a given price range and that the average 
customers paid far more than the minimum and even higher than the 
recommended price.  
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Gneezy, 
Gneezy, 

Nelson, & 
Brown 
(2010) 

Science Manipulates a field experiment with two factors in the sale of 
souvenir photos, i.e., fixed prices vs. PWYW (including $0), and no 
revenue went to charity vs. half of the revenue went to charity. The 
finding shows that the charitable treatment was substantially more 
profitable when participants could pay what they wanted.   

Kim, Natter, 
& Spann 

(2010) 

Review of 
Marketing 

Science 

Describes how PWYW pricing was successfully implemented at Kish, 
a moderately priced Persian restaurant in downtown Frankfurt. Kish 
offers its buffet lunch with the PWYW scheme and reports on a 
simulation that profitability is mainly based on ‘trading up’ the 
continuous inflow of new customers to the more profitable dining 
offer with fixed prices. 

León, 
Noguera, & 

Tena-
Sánchez 
(2012) 

Social Science 
Information 

Examines the role of prosocial motivations and reciprocity in a 
PWYW sales strategy. Analyzes empirically the El trato (“The deal”) 
campaign that sells different holiday packages launched by Atrápalo 
travel company in Spain.  The study found that customers behaved in 
a more self-interested manner. 

Johnson & 
Cui (2013) 

Journal of 
Business 
Research 

Examines the effectiveness of several external reference price 
strategies used by firms to influence consumers’ chosen prices in 
PWYW pricing. It was found that: (1) not using external reference 
prices may be the most beneficial strategy; (2) both minimum and 
maximum prices exhibit a negative influence on consumers’ chosen 
prices in comparison to not offering an external reference price; and 
(3) the suggested price strategy appears to be an effective means of 
maximizing the firm’s yield while consumers are free to choose their 
own price. 

Schons, 
Rese, 

Wieseke, 
Rasmussen, 

Weber, & 
Strotmann 

(2014) 

Marketing 
Letters 

Examine the PWYW scheme dynamics over multiple transactions on 
an individual customer level to assess the profitability for sellers of 
frequently bought products and services. Identifies stable individual 
and relational difference factors which predict steeper or more 
gradual declines in prices paid. Specifically, customers’ individual 
preferences for fairness and price consciousness, along with their 
overall satisfaction with the seller, alleviate price declines. 

Chao, 
Fernandez, 
& Nahata 

(2015) 

Journal of 
Behavioral & 
Experimental 

Economics 

Demonstrates with a game-theoretic framework that PWYW pricing 
can generate positive profits more than charging a fixed price to all 
consumers.  

Natter & 
Kaufmann 

(2015) 

Journal of 
Behavioral & 
Experimental 

Economics 

Examines four voluntary market payment mechanisms (i.e., tipping, 
PWYW, donations, and gift-giving) and discusses important findings 
on three research streams. 

Regner 
(2015) 

Journal of 
Behavioral & 
Experimental 

Economics 

Surveys 227 frequent customers of an online music store, Magnatune. 
The store allows customers to use the PWYW scheme for albums as 
long as the payment is within a given price range ($5–$18). The 
finding shows that reciprocity is the major driver for generous 
voluntary payments. 

Weisstein, 
Kukar-

Kinney, & 
Monroe 
(2016) 

Journal of 
Business 
Research 

Explores the effects of PWYW pricing on the Internet and extends the 
scope of the investigation to tangible products purchased before 
consumption. Examines empirically two factors (i.e., virtual product 
experience and seller-supplied anchor price) that interact with brand 
familiarity to influence positively online shoppers’ responses to 



Blair / Journal of Business and Management, 27(2), September 2021, 33-68. 
 

40 

PWYW pricing. The finding shows that perceived quality influences 
PWYW prices. 

Krämer, 
Schmidt, 
Spann, & 

Stich (2017) 

Journal of 
Economic 

Behavior & 
Organization 

Compares the nature and effects of PWYW and Name-Your-Own-
Price (NYOP) in lab experiments.  Reveals that PWYW is very 
aggressive with full market penetration and profitable only if there 
are promotional benefits. In contrast, NYOP is less aggressive with a 
segmented market and reduces price competition. However, it can be 
profitable when marginal costs are high and promotional benefits are 
none. 

Park, Nam, 
& Lee (2017) 

Journal of 
Behavioral & 
Experimental 

Economics 

Examines consumers’ behavior under the PWYW pricing through a 
series of field experiments in which different pricing schemes are 
implemented. Shows that the PWYW scheme, when combined with 
charitable giving and a suggested price, does not harm profitability. 

Stangl & 
Prayag 
(2018) 

Annals of 
Tourism 
Research 

Examines collaborative pricing in the tourism service and assesses 
minimum, maximum, and PWYW prices for self-selected tourist 
packages. Confirms that PWYW yields higher prices paid by tourists 
compared to traditional list prices.  

Weisstein, 
Choi & 

Andersen 
(2019) 

Journal of 
Retailing & 
Consumer 
Services 

Investigates the effectiveness of adopting external reference price 
(ERP) in influencing consumers’ PWYW final payments across 
different product types. Uses two experiments to show the 
effectiveness of using ERP scheme heavily depends on the nature of 
the product category (i.e., hedonic vs. utilitarian). 

 
 

Autonomy 
 

Consumers enjoy having choices in the consumption process (Fernandez, Brittain, 
& Bennett 2011). Therefore, retailers providing consumers with more autonomy in the 
price-setting process could achieve desirable outcomes, including higher purchase 
likelihood and perceived satisfaction. Firms offering PWYW pricing give consumers 
more autonomy with their individual choices and preferences (Bertini & Koenigsberg, 
2014). 

  
There are instances where consumers have too many choices, i.e., choice overload 

(Scheibehenne, Greifeneder, & Todd 2010). For example, park and Jang (2013) found that 
when too many options were provided to tourists,  they became too confused to make 
any choice. As a result, consumers have become “paralyzed” during consumption 
(Tugend, 2010). This has been observed in different settings, including healthcare 
(Williams, Alderson, & Farsides 2002), education (Ackerman & Gross, 2006), and even 
purchasing products for pets (Case, 2014). 

 
With unlimited choices of payment amounts in PWYW pricing, consumers could 

experience choice overload. Businesses can minimize this by offering an external 
reference price cue, like providing a suggested product price (Johnson & Cui, 2013). 
Furthermore, external online anchor prices should not be provided for unknown online 
brands;  they are beneficial only for known brands in an online setting (Weisstein, Kukar-
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Kinney, & Monroe, 2016). Therefore, this conflict in the literature needs to be addressed, 
and this research helps provide more insights into how consumers respond when 
provided with choices during the exchange process. 

  
Self-determination theory indicates that consumers prefer having more control 

and choices in the price-setting process. This involves consumer tendencies and 
psychological needs. It is primarily concerned with the motivation behind consumer 
choices. The theory advocates that some consumers may be driven by their need for 
autonomy in the consumption process (Deci & Ryan 1985, 2000; Ryan & Deci, 2000). Some 
consumers prefer autonomy (Hershatter & Epstein, 2010); offering autonomy may 
increase purchase intentions when businesses implement elective pricing. 

 
Deci and Ryan (2012) claim that self-determination theory differentiates 

motivation from control and autonomy.  This is directly related to firms forcing 
consumers to purchase products at a specified price (fixed-pricing) or letting the 
consumers decide the price (PWYW pricing). Reactance theory is closely related to self-
determination theory and suggests that individuals will act out on others who seek to 
restrict their freedom or choices (Brehm, 1966). This theory has been examined in other 
pricing contexts such as tolls for using roads (Schade & Baum, 2007), buying a vehicle, 
and even purchasing soda (Brehm, 1998). Applying reactance theory to pricing autonomy 
suggests that consumers prefer having more autonomy in the price-setting process, and 
firms achieve better outcomes when giving consumers the ability to pay what they want. 
Therefore, it is hypothesized: 

 
H1: Participants exposed to elective pricing have significantly higher purchase likelihood 

and perceived satisfaction than those exposed to fixed pricing. 
 
 

Persuasion Knowledge 
 

Persuasion knowledge is one aspect of consumer self-confidence and is related to 
skepticism. Consumer self-confidence comprises information acquisition, consideration-
set formation, personal outcomes decision making, social outcomes decision making, and 
marketplace interfaces. It is the extent a consumer feels capable and assured with their 
marketplace behaviors and decisions (Bearden, Hardesty, & Rose 2001). Persuasion 
knowledge consists of consumer beliefs in and knowledge of a company’s goals, 
products, and strategies (Friestad & Wright, 1995). This includes the confidence 
consumers have in their understanding of a company’s marketing strategies that are 
being implemented. Consumers may be more or less skeptical of communications from 
a business. Managers would benefit from understanding whether these consumers 
should be given more or less control in setting the price.  
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Persuasion knowledge plays an active role in consumers' processing marketing 
communications (Hibbert et al., 2007). When consumers question the motivation of the 
business with which they are interacting, this can prompt the use of more persuasion 
knowledge (Friestad & Wright 1994; 1995). In addition to consumers using their 
persuasion knowledge when exposed to marketing communications and interacting with 
businesses, different levels of persuasion knowledge have been found to impact 
consumer purchase decisions. Campbell and Kirmani (2000) found that consumers with 
higher levels of persuasion knowledge were more likely to attribute ulterior motives to 
the source of persuasive communication and less likely to be persuaded by the source. 
Other research has found that higher levels of persuasion knowledge were associated 
with higher purchase intentions, e.g., children with video games advertised to them 
(Vanwesenbeeck, Walrave, & Ponnet 2017). Hardesty, Bearden, and Carlson (2007) 
explored implications of consumer persuasion knowledge on reactions to pricing tactics. 
Consumers with higher levels of persuasion knowledge were more predictive of choice. 

  
In some instances, consumers with high persuasion knowledge had less favorable 

purchase intentions. Van Reijmersdal et al. (2016) examined how consumers responded 
to disclosures of native advertisements, also called sponsored content (Pogue, 2015). 
Native advertisement looks like the surrounding content and may mislead some 
consumers to believe the advertisement is the actual content from the publication 
platform. In the U.S., it is legally permissible if there is sufficient disclosure (FTC, 2015). 
As a result, consumers with higher persuasion knowledge will form less favorable brand 
attitudes and purchase intentions. Similarly, Boyer et al. (2015) note that consumers have 
less favorable attitudes and behavioral intentions when a brand is doing covert 
marketing.   This can be overcome if consumers have a positive experience using the 
product. 

  
Based on these previous findings in the literature, this research provides further 

insights into participative pricing for individuals with different levels of persuasion 
knowledge on consumer purchase intentions. Consumers with a better understanding of 
the goals, products, and strategies implemented by a company should have higher 
purchase intentions than those feeling less informed. Furthermore, favorable outcomes 
will be expected if consumers are not being misled through native advertisements of 
covert marketing strategies. Therefore, it is hypothesized: 

 
H2: Participants with high persuasion knowledge have significantly higher purchase 

likelihood and perceived satisfaction than with low persuasion knowledge. 
 
 With persuasion knowledge consists of the ability to understand and cope with 

tactics employed by marketers (Bearden, Hardesty, & Rose 2001), it may be altered when 
consumers are given more control in the purchasing process. For example, if consumers 
with high persuasion knowledge have pricing autonomy, the skepticism formed in the 
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persuasive messaging may be reduced (Campbell and Kirmani, 2000), increasing the 
purchase intentions.  

 
Moreover, when consumers with different levels of persuasion knowledge are 

given different amounts of price-setting autonomy, their purchase intentions will be 
affected significantly. Previous research found that autonomy was important to 
consumers when persuasion knowledge was high (Ngamvichaikit & Beise-Zee, 2014). 
Conversely, when persuasion knowledge was low, decision autonomy was found to have 
no impact on consumer satisfaction (Ngamvichaikit & Beise-Zee, 2014). Therefore, it is 
hypothesized: 

 
H3a: Participants with higher persuasion knowledge have higher purchase likelihood and 

perceived satisfaction when exposed to PWYW pricing than fixed pricing. 
 

H3b: Participants with lower persuasion knowledge have no significant difference in 
purchase likelihood and perceived satisfaction whether they are exposed to fixed-pricing or PWYW 
pricing.  

 
 

 Aggression  
 

In addition to compliance and detachment, aggression is another factor of 
interpersonal orientation (Horney, 1945). Aggressive consumers want to achieve success 
and admiration. They also want to excel in meeting their goals and be prestigious (Cohen, 
1967). Downing (2018) argues that reality television shows have normalized aggression 
and bullying in our society, making this an important area to study because more 
consumers possess this trait. 

 
Aggressive behaviors can range from hostile behaviors, such as sabotaging 

brands, boycotting brands, or generating negative word-of-mouth (Kähr et al., 2016). This 
is evident with the new “cancel culture” trend occurring in society. Generating negative 
electronic word-of-mouth by posting negative reviews about a business is one approach 
consumers can take to display aggressive behaviors. Aggressive consumers acting out in 
this manner can negatively affect other consumers, including lowering their purchase 
intentions and damaging brand evaluations (Chang et al., 2015; Chevalier & Mayzlin, 
2006). In addition, the more aggressive the consumers are, the more competition the other 
stakeholders face (Beranek & Kamerschen, 2013). 

 
Previous research has found that aggressive consumers spend a significant 

amount of time looking for the lowest price of products when shopping online (Lu, Tang, 
& Xing, 2009). This finding suggests that these consumers spend a considerable amount 
of time searching for products that fulfill their specific wants and needs and help them 
achieve their future goals. To achieve a certain social status, some consumers may buy 
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counterfeit luxury brands to achieve this goal (Khan & Fazili, 2019). Therefore, the levels 
of purchase likelihood and product satisfaction are higher among these consumers 
because they have a stronger desire to obtain these products than those who do not.  Self-
determination theory suggests that aggressive consumers would be motivated to achieve 
these individual goals. Therefore, it is hypothesized: 

 
H4: Participants with high aggressiveness have significantly higher purchase likelihood 

and perceived satisfaction than with low aggressiveness. 
 
The increased interpersonal aggression has increased the desire for autonomy 

(Agnew, 1984; Piquero & Brezina, 2001). Employees with interpersonal aggression are 
motivated to reduce negative affect (Spector & Fox, 2002) and perceived interpersonal 
injustice (Greenberg & Alge, 1998; Jawahar, 2002). Raver (2004) argues that when 
employees are given autonomy to schedule tasks during the workday, this can reduce 
these negative affect levels and put them in a better mood. 

 
  Aggressive consumers who want to purchase may also want to set product prices 

to meet their personal consumption goals and individual budgets. Previous research has 
found that personality types (Type-A) and perceived control are associated with service 
failures and customer complaints (Huang & Chang, 2008). Aggressive consumers view 
others as competitors (Cohen, 1967) and may purchase products so long as the products 
can help them reach their ultimate goals. Therefore, these highly aggressive consumers 
may have higher purchase intentions regardless of autonomy in the price-setting process. 
Those with low aggressiveness may not have a strong desire to achieve their goals.  
However, other consumers who desire autonomy may have higher purchase intentions 
when given freedom in the price-setting process (Hershatter & Epstein, 2010).  Therefore, 
it is hypothesized: 

 
H5a: Participants with lower aggressiveness have significantly lower purchase likelihood 

and perceived satisfaction when exposed to fixed-pricing than PWYW-pricing. 
 
H5b: Participants with higher aggressiveness feel no significant difference in purchase 

likelihood and perceived satisfaction whether they are exposed to fixed-pricing or PWYW pricing.  
 
Figure 1 displays the research model derived from the hypotheses above. 
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Figure 1: Research Model 

 
 
 
 

Method 
 

An experimental design of 2 (Pricing Autonomy: PWYW Pricing vs. Fixed-Pricing) 
×  1 (Persuasion Knowledge) ×  1 (Aggressiveness) between-subjects was utilized. Both 
persuasion knowledge and aggressiveness were measured from participant responses to 
scaled questions resulting in continuous variables. In addition, a mean-split technique 
was utilized to turn them into categorical variables. Although previous research has 
argued against dichotomization of continuous variables (Fitzsimons, 2008), others have 
argued this should be an acceptable practice and supported using this technique in the 
research process (Pham, 2015). 

 
Participants were randomly assigned to either the PWYW pricing condition or the 

fixed-pricing condition. In the PWYW pricing condition, participants were told they had 
full control in setting the product price, while in the fixed-pricing condition, the price is 
unnegotiable. Participants were given the scenario of purchasing products from a 
fictitious pizza retail store. As pizza is a common food product, this is a typical 
consumption scenario for consumers. Several pizza retailers have used some form of 
elective pricing. For example, MOD Pizza, a popular pizza chain, used PWYW pricing as 
a short-term pricing promotion strategy to attract consumers to try their products 
(Watson, 2019). A smaller pizza store out of Philadelphia, Pennsylvania, allows 
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consumers to “pay it forward” by purchasing slices of pizza for other patrons (Fiedler, 
2015). This gives consumers the control of paying for their meals or the meals of others 
in need. Looking broadly at retail food locations, smaller businesses have utilized this 
daily as a long-term pricing model (Guildford, 2019). 

 
Procedure 
 

Participants were recruited through Amazon Mechanical Turk. They received 
$1.00 as compensation for participating in the 10-minute experiment. They were asked to 
read an advertisement for a fictitious pizza retailer (Metropolis Pizza). A fictitious retailer 
was chosen to minimize the potential for confounding variables with better control of the 
content and information available to participants in the scenario (Arzheimer, Evans, & 
Lewis-Beck, 2016). The advertisements included information about the pricing 
mechanisms (see Figure 2). 

 
 

 
Figure 2: Advertisements of Two Pricing Schemes 

 
 
After seeing the advertisement, participants responded to a series of questions, 

including manipulation checks, dependent variables of interest (purchase likelihood and 
perceived satisfaction), consumer individual difference variables (persuasion knowledge 
and aggressiveness), attention checks, and demographics. Once participants completed 
the experiment, they were thanked and provided with a code to access their 
compensation. 

 
Participants 
 

After excluding participants missing one or more of the attention checks, the final 
sample size was  274. Based on the demographic information obtained from the sample, 
it appears to be generalizable to the population. Specifically, male respondents comprised 
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54% of the sample, while the average age of all respondents was 37 years old, 46% were 
married, and 75% were Caucasian. 

 
Measurement Instruments 
 

A 12-item measure for the pricing autonomy manipulation check was adapted 
from Hagger et al. (2007). A 7-point Likert scale (1-Strongly Disagree, 7-Strongly Agree) 
was chosen to measure the perceived autonomy of the participants across the two 
conditions. In addition, recorded responses were used to check if the pricing autonomy 
manipulation was successful from the pizza retailing advertisement. The Cronbach’s 
alpha of the 12 items was .95, which supports the internal consistency and that the set of 
items are closely related to one another (Cohen et al., 2003). 

 
Persuasion knowledge was measured using a 6-item scale adapted from Bearden, 

Hardesty, and Rose (2001), which is commonly used to measure persuasion knowledge 
in the consumer behavior literature. Persuasion knowledge is one of the factors making 
up consumer self-confidence.  All items used a 7-point Likert scale (1-Extremely 
Uncharacteristic, 7-Extremely Characteristic) and Cronbach’s alpha was .85. 

  
Aggressiveness was measured using a 15-item scale adapted from Cohen (1967). 

The scale has been previously tested and found to be reliable and valid in measuring 
aggressive consumers. It has been utilized throughout the consumer behavior literature 
to measure aggressiveness, one of three consumer types listed under the interpersonal 
orientation scale.  A 7-point scale (1-Extremely Undesirable, 7-Extremely Desirable) was 
used and Cronbach’s alpha was .86. 

 
The two dependent variables examined were purchase likelihood and perceived 

satisfaction. Purchase likelihood was measured using a 3-item variable adapted from 
Dodds, Monroe, and Grewal (1991).   A 7-point Likert scale (1-Very Unlikely, 7-Very 
Likely) was used and Cronbach’s alpha was .96. Perceived satisfaction was measured 
using a 4-item scale adapted from Taylor and Baker (1994).  A 7-point Likert scale (1-
Strongly Disagree, 7-Strongly Agree; 1-Extremely Dissatisfied, 7-Extremely Satisfied) was 
used and the Cronbach’s alpha was  .94. The scales of purchase likelihood and perceived 
satisfaction were adapted from commonly cited studies to measure these variables in the 
consumer behavior field.  Table 2 displays the variables, items, scales, and Cronbach’s 
alpha values. All alpha values are more than the recommended threshold of 0.70, 
indicating the significance of reliabilities (Cohen et al., 2003). 

Table 2: Study Variables, Items, Scales, and Reliabilities 
Variables Items Scale Points Cronbach's 

Alpha 

Pricing 
Autonomy 

I feel that Metropolis Pizza provides me with 
choices, options, and opportunities with their 
products. 

1: Strongly 
Disagree 

 7: Strongly 
Agree 

0.95 

I think Metropolis Pizza understands why I 
choose to buy or not buy their products. 
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Metropolis Pizza displays confidence in my ability 
to purchase its products. 

Metropolis Pizza encourages me to buy their 
products. 

Metropolis Pizza listens to me about their 
products. 

Metropolis Pizza provides me with positive 
feedback when purchasing its products. 

I can talk to Metropolis Pizza about their products. 

Metropolis Pizza understands why I need their 
products. 

Metropolis Pizza answers my questions about 
their products. 

Metropolis Pizza cares about its products. 

I feel I can share my experiences with the products 
I purchase with Metropolis Pizza. 

I trust Metropolis Pizza's advice about their 
products. 

Purchase 
Likelihood 

The likelihood of purchasing this food is: 1: Very Low 7: Very 
High 

0.959 

The probability that I would consider buying this 
food is: 

My willingness to buy this food is: 

Perceived 
Satisfaction 

If I needed food, I believe I would be satisfied 
with this food. 

1: Strongly 
Disagree 

7: Strongly 
Agree 

0.94 

Overall, in purchasing the food, I believe that I 
would be pleased with the food. 

I believe that purchasing the food is a satisfying 
experience. 

My feeling toward the food at Metropolis Pizza 
can be described as: 

1: Extremely 
Dissatisfied 

7: Extremely 
Satisfied 

Persuasion 
Knowledge 

I know when an offer is "too good to be true." 1: Extremely 
Uncharacterist

ic 

7: Extremely 
Characterist

ic 

0.852 

I can tell when an offer has strings attached. 

I have no trouble understanding the bargaining 
tactics used by salespersons. 

I know when a marketer is pressuring me to buy. 

I can see through sales gimmicks used to get 
consumers to buy. 

I can separate facts from fantasy in advertising. 

Aggression To refuse to give in to others in an argument 
seems: 

1: Extremely 
Undesirable 

7: Extremely 
Desirable 

0.858 

For me to be able to own an item before most of 
my friends can buy it would be: 

Knowing that others are somewhat envious of me 
is: 

Using pull to get ahead about be: 

For me to have enough money or power to 
impress self-styled "big shorts" would be: 

To be able to work under tension would be: 

Pushing those who insult my honor is: 

Standing in the way of people who are too sure of 
themselves is: 
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Telling a waiter when you have received inferior 
food is: 

To be able to spot and exploit weaknesses in 
others is: 

A strong desire to surpass others' achievements 
seems: 

To have the ability to blame others for their 
mistakes is: 

Having to compete with others for various 
rewards is: 

To defend my rights by force would be: 

Correcting people who express an ignorant belief 
is: 

 
 
 

Results 
 

First, a manipulation check was conducted to ensure that participants in the 
PWYW pricing scenario felt significantly more autonomy than those in the fixed pricing 
scenario. A successful manipulation check provides more confidence in the results 
generated from the study. When the manipulation check was conducted, a between-
subjects one-way analysis of variance (ANOVA) was utilized.  The perceived levels of 
autonomy across the PWYW and fixed-pricing conditions were compared. The results 
suggest that the pricing autonomy manipulation was successful. Participants in the 
PWYW pricing scenario rated the levels of autonomy significantly (mean = 5.76,  = .84) 
than those in the fixed-pricing condition (mean = 5.18,   = 1.17), with F (1, 272) = 22.57, p 
< .01. 

 
Next, a between-subjects one-way ANOVA was conducted to compare the effects 

of pricing autonomy on purchase likelihood and perceived satisfaction. This allowed for 
a comparison of purchase likelihood and perceived satisfaction between the PWYW and 
fixed pricing conditions. When testing H1, a significant main effect of pricing autonomy 
on purchase likelihood (F (1, 272) = 41.84, p < .01) was observed. Participants had 
significantly higher purchase likelihood when presented a PWYW pricing mechanism 
(mean = 5.78,  = .11) than the fixed-pricing mechanism (mean = 4.74,   = .11). There was 
a significant main effect of price autonomy on perceived satisfaction (F (1, 272) = 21.88, p 
< .01). Participants had significantly higher perceived satisfaction when presented a 
PWYW pricing mechanism (mean = 5.84,   = .10) than the fixed-pricing mechanism (mean 
= 5.20,   = .10). Together, these findings support H1 as participants exposed to elective 
pricing were found to have significantly higher purchase likelihood and perceived 
satisfaction than those exposed to fixed prices. 

 
 Regarding H2, a significant main effect of persuasion knowledge on purchase 

likelihood (F (1, 272) = 4.72, p = .03) was found. Furthermore, a  mean-split technique was 
utilized to verify the results. Participants above the mean persuasion knowledge of the 
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sample were placed in the high persuasion knowledge group, and individuals below the 
mean persuasion knowledge of the sample were in the low persuasion knowledge group. 
After applying the mean-split technique, the main effect findings of persuasion 
knowledge on purchase likelihood (F (1, 272) = 4.94, p = .03) were successfully replicated 
utilizing a one-way between-subjects AVOVA. Participants had significantly higher 
purchase likelihood when they had higher levels of persuasion knowledge (mean = 5.43, 

  = .12) than participants with lower persuasion knowledge (mean = 5.05,   = .13). In 
addition, there was a significant main effect of persuasion knowledge on perceived 
satisfaction (F (1, 272) = 4.48, p = .04). Similar to the main effect of persuasion knowledge 
on purchase likelihood results, a mean-split technique was used to turn the continuous 
variable of persuasion knowledge into a categorical variable to verify the results. The 
main effect findings of persuasion knowledge on perceived satisfaction (F (1, 272) = 4.62, 
p = .03) were successfully replicated using a between-subjects one-way ANOVA. 
Participants had significantly higher perceived satisfaction when they had higher levels 
of persuasion knowledge (mean = 5.66,   = .11) than participants with lower levels of 
persuasion knowledge (mean = 5.35,   = .10). Altogether, these findings support H2 that 
participants with high persuasion knowledge have significantly higher levels of purchase 
intentions than with low levels of persuasion knowledge. 

 
Next, the interaction effect between pricing autonomy and persuasion knowledge 

hypothesized in H3a and H3b was tested. More specifically, this attempts to identify if 
persuasion knowledge moderates the relationship between pricing autonomy and the 
two dependent variables of interest (purchase likelihood and perceived satisfaction). 
Figure 3 shows a significant interaction effect of pricing autonomy and persuasion 
knowledge on purchase likelihood (t =2.27, p = .02). A Johnson-Neyman technique 
(Johnson & Neyman, 1936) was utilized to show the point at which the interaction 
becomes significant (Johnson & Fay 1950). The technique recognizes areas of significance, 
which are the moderator values where the effect of the independent variable changes 
from being statistically significant to non-significant. This statistical procedure offers 
additional information on the interaction effect; instead of fixed and arbitrary values, it 
evaluates the significance of the effects along the moderator’s continuous scale. 
Information across all levels of the moderator is obtained with the Johnson-Neyman 
technique, while other less comprehensive and robust techniques focus only on values 
located at one standard deviation above and below the mean (Spiller et al., 2013). The 
Johnson-Neyman technique shows that the interaction effect becomes significant when 
persuasion knowledge rises above 4.48. 

 
Figure 4 shows a marginally significant interaction effect of pricing autonomy and 

persuasion knowledge on perceived satisfaction (t =1.86, p = .06). The Johnson-Neyman 
technique shows that the interaction effect becomes significant when persuasion 
knowledge rises above 4.80. These findings support H3a and H3b. Participants with 
higher levels of persuasion knowledge have significantly higher purchase likelihood and 
perceived satisfaction when exposed to PWYW pricing than when exposed to fixed 
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pricing. Participants with lower levels of persuasion knowledge have no significant 
difference in purchase intentions whether they are exposed to fixed-pricing or PWYW 
pricing. 

 

 
Figure 3: Pricing Autonomy and Persuasion Knowledge on Purchase Likelihood 
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Figure 4: Pricing Autonomy and Persuasion Knowledge on Perceived 

Satisfaction 
 
 

When testing H4, a significant main effect of aggressiveness on purchase 
likelihood (F (1, 272) = 9.24, p < .01) was found. Since this was a measured continuous 
variable, a mean-split technique was used to verify the results. After applying the mean-
split technique, the main effect findings of aggressiveness on purchase likelihood (F (1, 
272) = 9.25, p < .01) were successfully replicated using a between-subjects one-way 
ANOVA. Participants with higher aggressiveness had significantly higher purchase 
likelihood (mean = 5.54,   = .13) than with lower aggressiveness (mean = 5.02,   = .12). 
There was a significant main effect of aggressiveness on perceived satisfaction (F (1, 272) 
= 7.42, p = .01). Similar to the main effect of aggressiveness on purchase likelihood results, 
a mean-split technique was used to turn the continuous variable of aggressiveness into a 
categorical variable to verify the results. When doing this, the main effect findings of 
aggressiveness on perceived satisfaction (F (1, 272) = 4.49, p = .04) were successfully 
replicated utilizing a between-subjects one-way ANOVA. Participants with higher 
aggressiveness had significantly higher perceived satisfaction (mean = 5.68,   = .11) than 
with lower aggressiveness (mean = 5.38,   = .10). All these findings together support H4 
that participants with high aggressiveness have significantly higher purchase intentions 
and perceived satisfaction than with low aggressiveness. 
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Lastly, the proposed interaction effect in H5a and H5b between pricing autonomy 
and aggressiveness on purchase likelihood and perceived satisfaction was tested. More 
specifically, this analysis determines if aggression moderates the relationship between 
pricing autonomy and the two dependent variables of interest (purchase likelihood and 
perceived satisfaction). Figure 5 shows a significant interaction effect of pricing 
autonomy and aggressiveness on purchase likelihood (t =2.36, p = .02). The Johnson-
Neyman technique shows that the interaction effect becomes significant when 
aggressiveness falls below 5.25. Figure 6 shows a significant interaction effect of pricing 
autonomy and aggressiveness on perceived satisfaction (t =2.57, p = .01). The Johnson-
Neyman technique shows that the interaction effect becomes significant when 
aggressiveness falls below 4.77.  These findings support H5a and H5b. Participants with 
lower aggressiveness have significantly lower purchase intentions when exposed to fixed 
pricing than PWYW pricing. In contrast, participants with higher aggressiveness have no 
significant difference in purchase intentions across both scenarios. 

 

 
Figure 5: Interaction Effect of Pricing Autonomy and Aggressiveness on 

Purchase Likelihood 
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Figure 6: Interaction Effect of Pricing Autonomy and Aggressiveness on 

Perceived Satisfaction 
 
 
 

Discussion 
 

These robust results provide confidence in the findings of this study. Overall, these 
findings support that consumers prefer having choices (Bertini & Koenigsberg, 2014; 
Fernandez, Brittain, & Bennett, 2011). The findings also suggest that consumers with high 
persuasive knowledge or low aggressive orientation are ideal for pricing promotion. 
Therefore, marketing managers should segment and target these consumers in the 
marketplace when offering PWYW pricing. 

 
 Marketing managers should target consumers who are more likely to purchase 

products and be satisfied. This may be the case with consumers with more persuasive 
knowledge because they will decide whether the offer is a good fit in the given scenario 
based on their marketing strategies. In addition, the given pizza scenario has limited 
information about the fictitious company and fails to include any information that might 
raise “red flags” with these consumers. Since the offer seems legitimate and fair, this may 
have led these consumers to have higher purchase intentions. Additionally, the 
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aggressive consumers want to meet their desired goals, and the products in the scenario 
(food) provide these individuals nutrition and energy to meet these goals. Therefore, 
acquiring these products would be advantageous to their goals and may lead to higher 
purchase intentions. Therefore, marketing managers can confidently target these two 
types of consumers in the marketplace. 

 
These findings support that consumers with greater persuasion knowledge are 

savvy and well-informed about marketing strategies implemented by organizations 
(Bearden, Hardesty, & Rose, 2001). Therefore, they would appreciate being offered 
PWYW pricing over fixed pricing promotions. The findings of this study show more 
favorable purchase intentions when consumers are exposed to PWYW prices. Those low 
on persuasion knowledge would not be informed enough about the marketing tactics 
utilized by businesses, which supports that no significant purchase intentions were 
observed among them across PWYW and fixed prices. These results further our 
understanding of how these consumers respond favorably when offered autonomy in the 
price-setting process. Therefore, marketing managers can promote the PWYW pricing 
mechanism since it significantly increases purchase likelihood and perceived satisfaction. 

 
The results also support the previous literature on consumers with higher 

aggressive interpersonal orientation. Since these consumers strive for status to meet their 
desired goals (Cohen, 1967), they will purchase and consume products under both 
pricing mechanisms. Conversely, those with lower aggressive interpersonal orientation 
prefer more autonomy in the price-setting process and have lower purchase intentions 
for fixed-price products. These results suggest that aggressive consumers tend to obtain 
products to achieve their goals with or without autonomy in the price-setting process.  
Consumers with low aggressiveness need pricing autonomy to increase their purchase 
likelihood and perceived satisfaction. Therefore, low aggressive consumers should be 
targeted by marketers when utilizing this pricing mechanism as it will significantly 
increase their purchase intentions over fixed-pricing situations. 

 
Finally, this study empirically examines how consumers with varying levels of 

persuasion knowledge and aggressiveness react to the pricing mechanisms when they 
have complete control or no control at establishing product prices. The results of lab 
experiments empirically support all the relationships and effects hypothesized in this 
study.  

 
 

 
Implications 

 
The findings of this research have significant implications on consumers’ 

participative pricing behavior. First, our understanding of consumer choice has been 
enhanced by showing consumers’ preferences for more autonomy in the price-setting 
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process. This is evident from the higher levels of purchase intentions when consumers 
are given control to set product prices in an online retail store. 

  
Second, this study gained insights into participative pricing by examining 

consumer differences derived from self-confidence (persuasion knowledge) and 
interpersonal orientation (aggressiveness). This was done by applying Bearden, 
Hardesty, and Rose (2001) work on persuasion knowledge and Cohen (1967) on 
aggressive consumers in participative pricing situations. 

  
Findings from this study provide new insights about consumers with high 

persuasion knowledge when given additional autonomy in the price-setting process. This 
evidence suggests that consumers who are more knowledgeable about marketing tactics 
utilized by companies are more informed and confident in their consumption decisions, 
leading to higher purchase intentions. This research also supports that aggressive 
consumers have higher purchase intentions than their less aggressive counterparts across 
the different pricing mechanisms. This furthers our understanding by showing a context 
where they are more likely to purchase products and be satisfied. In addition, this 
research examines consumer traits and individual differences and shows how they 
interact with varying levels of autonomy in the price-setting process.  

  
The results of this study have significant implications for marketing managers 

looking to implement PWYW pricing or to target consumers with varying levels of 
persuasion knowledge or aggressiveness. Managers now see the effectiveness of PWYW 
pricing in increasing consumer purchase intentions. However, this study does not 
support consumers paying more when presented with the PWYW pricing mechanism. 
But with higher levels of purchase likelihood and perceived satisfaction, marketing 
managers could implement PWYW pricing as a short-term promotion strategy, similar to 
the “Pay-What-You-Want Day” implemented by MOD Pizza in the past (Watson, 2019). 
It helps bring in new customers to try and sample their pizza, leading to future purchases 
by consumers and a preference for the MOD pizza chain over competitors in the area. 

  
The PWYW pricing is effective when retailers strive to get consumers to try their 

products in a highly competitive market.  This pricing scheme may work well when 
regular customers have not visited the retail location for a  long time, or the consumers 
have never visited the location. Because of deploying the PWYW scheme, managers could 
increase the possibility of consumers’ visiting their stores, making a purchase, and having 
a positive experience. Even after the PWYW short-term promotion ends, consumers may 
still visit the retail store and make purchases.  

 
New insights are provided to managers about consumers with persuasion 

knowledge and aggressiveness. For example, retailers offering fixed or PWYW prices 
could target consumers having higher persuasion knowledge and aggressiveness as they 
tend to have higher purchase likelihood and perceived satisfaction than their 
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counterparts.  Therefore, marketers should understand new consumers’ persuasion 
knowledge and aggressiveness through a survey. In addition, many retailers offer a 
customer loyalty program linked to their customer relationship management system. 
Identifying and targeting consumers with higher levels of these characteristics could  
improve conversion rates. 

 
 
 

Conclusion 

 
Through self-determination theory (Deci & Ryan, 2012), this research investigated 

how persuasion knowledge and aggressive interpersonal orientation influence purchase 
intentions when consumers have different levels of autonomy in the price-setting 
process. Moreover, the study attempted to resolve the research questions of whether 
pricing autonomy altered consumer purchase likelihood and perceived satisfaction levels 
and identified certain consumers to target when offering pay-what-you-want pricing 
promotions. 

  
The results from the study suggest that consumers receiving more autonomy in 

the price-setting process have higher levels of purchase intentions (purchase likelihood 
and perceived satisfaction). In general, consumers with higher levels of persuasion 
knowledge or aggressive interpersonal orientation have higher purchase intentions. 
Therefore, marketing managers should target consumers with higher persuasion 
knowledge when offering PWYW pricing promotions to attain higher purchase 
likelihood and perceived satisfaction. 

  
Finally, consumers with lower aggressive interpersonal orientation had 

significantly higher purchase intentions when exposed to PWYW prices. In contrast, 
those with higher aggression had no difference in purchase intentions across the two 
types of pricing mechanisms. Therefore, marketing managers should avoid offering fixed 
prices to consumers with lower levels of aggression. 

 
 
 

Limitations and Future Research 
 

This study has some limitations and suggestions for future research. First, the 
results of this study came from only one setting, a pizza retailer. Future research could 
replicate findings under different retail settings and consumption situations. Second, 
more examination into how consumers respond to online purchases would be insightful. 
As the technology has changed how consumers search for product information (Blair, 
2019), examining whether the findings of this study hold with online purchase through 
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different mobile technology would be beneficial. This would provide further support for 
the findings of this research and give marketing managers more confidence when 
implementing PWYW pricing in their retail locations. This is especially the case when 
business models are changing, and consumers are more connected through technology 
(Blair, 2016). 
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Abstract 
 
Purpose – We explored the influence of religiosity on making moral decisions across 
countries with either post-communist or developed economies. People higher in religiosity 
and those from developed economies were expected to show cultural characteristics of 
universalism, conformity, and regard for tradition, as defined by Schwartz.  
  
Method – We used a multinational cross-sectional survey design to test our hypotheses. 
Specifically, we collected data from five countries with a total sample size of 1,229 
participants.  
  
Findings – Significant main effects of religiosity and type of economy were found in the 
expected directions for both dependent variables.  As expected, religiosity impacted 
Kohlberg’s Stage 4 moral development (Law and Order Orientation) more than the other 
stages, thus revealing stronger adherence to Schwartz’s cultural characteristics of 
universalism, conformity, and regard for tradition.  Gender was not a significant variable 
in overall moral development but was significant in the level of moral development attained 
in Stage 4. 
  
Limitations – Limitations in this study include some operational and methodological 
issues. Given that there are issues with Kohlberg’s original measure of moral development, 
we approached moral development through insight into one’s values. 
  
Implications – These findings further inform managerial practices to effectively manage 
human resources in diverse economic, political, social, and cultural venues. 
  
Originality – This study utilizes a multinational data collection and includes two post-
communist countries (i.e., Poland and Bulgaria) in the sample. Furthermore, we connect 
certain values with certain stages of moral development by associating Kohlberg’s stages 
of moral development with Schwartz’s model of values. 
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Introduction 
 

International business has become increasingly important in today’s world. Such 
an increase is understandable because of the ease of communication and transportation 
for both people and goods.  “Over the last five decades, international trade and 
investment have grown faster than the domestic economies. International business 
facilitates the flow of ideas, services, and capital across the globe. The result is higher 
levels of innovation, faster dissemination of goods and information worldwide, more 
efficient use of human capital, and improved access to financing (Czinkota, Ronkainen, 
& Moffett, 2009; UKEssays, 2015).”  There is no region in the world where international 
trade has not had a tremendous impact on individual countries’ economies.   The rapid 
growth of international trade has become an explosion in two areas of particular interest:  
the need for management to manage the human resources effectively in diverse 
economic, political, social, and cultural venues and all aspects of the firm which operates 
from an international perspective.  “The prominent role that business enterprises are 
playing in these [ongoing globalization] processes assigns them responsibilities that go 
far beyond a narrow economic comprehension.” (Leisinger, 2015, p. 9).  Furthermore, we 
seek to understand better the interaction of culture, ethics, and level of moral 
development, particularly as it seems to relate to the nature of the economy studied as 
post-communist. 

 
 Culture has been “identified as one of the important determinants of ethical 

business decision-making.  Culture influences ethical decision-making both directly and 
indirectly by interacting with other variables (Christie, Kwon, Stoeberl, & Baumhart, 
2003,  p. 266).”  Thus, it is important to identify variables that influence culture and ethical 
decision-making processes, e.g.,  age, gender, education, the field of study, among others.  
Bartels (1967) suggests several cultural factors more applicable:  law, concepts of property 
rights relationships between individuals and governments, and nationality.  Respect for 
individuals, power/authority ideals, religion, values, customs, and the like are 
individually oriented factors.  Since “culture has a strong influence on the ethical 
attitudes of business managers” (Christie et al., 2003, p. 279), it is impossible to separate 
culture from ethics:  ethics are bound in culture, and culture is shaped by ethical beliefs, 
values, attitudes, and behaviors (Jackson, 2001).  Christie et al. (2003) suggest that “culture 
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influences one’s ethical perception, attitude, and behavior” and provide a laundry list of 
sources that confirm the theory that there are “significant differences in the influence of 
culture on one’s perception of ethical attitudes and behavior and the way people perceive 
ethical problems.” (p. 266). 

 
Early efforts to identify cultural characteristics were conducted by Kluckhohn and 

Strodtbeck (1961), Trompenaars (1996), and Hofstede (1980).  As identified in these 
studies, characteristics include man’s view of nature, time, and relationships with others.  
Similar to Schwartz’s values (1992), some of these characteristics also include those 
defined as the opposites.  Among the plethora of cultural characteristics upon which our 
research bases, we utilize those found by Schwartz and his colleagues (Sagiv & Schwartz, 
2007; Schwartz & Rubel-Lifschitz, 2009; Tamir et al., 2016). 

  
Ethics is reflective of cultural characteristics:  ethics and culture have a continuous 

and continuously developing impact on each other (Payne & Landry, 2005).  Culture is 
the basis of ethics, representing a continuous spiral of beliefs, values, attitudes, and 
behaviors.  Ethics has been defined as one’s moral behavior concerning society (Sauser, 
2005).  More specifically, business ethics has been defined as clear standards and norms 
that help employees distinguish right from wrong behavior at work (Joseph, 2003).  
Corporate Social Responsibility (CSR) builds on that, imposing ethical duties on 
corporations.  CSR can be defined as the “overall contribution of business to sustainable 
development.” (Ward, Wilson, & Zarsky, 2007, p. 1).   Brammer and Pavelin (2006) 
describe CSR as a voluntary involvement in solving a variety of social issues.  Scholars 
confirm that CSR has improved businesses’ competitiveness and financial performance 
(Pava & Krause, 1996; Stanwick & Stanwick, 1998; Lourenço, Sappleton, & Cheng, 2015).  
Considering the dynamic spiral of culture and its effects on individuals, corporate 
entities, and the broader society in which we live, we must categorize cultural 
characteristics to examine how culture and ethics relate to one another.  Furthermore, 
while culture is the basis of ethics/morality, moral development is a progression of levels 
of morality as one ages.  Ultimately, understanding the culture, ethics, and moral 
development of workers’ personal characteristics (such as religion, age, gender, 
education, and more) in the international arena can benefit managers in more effectively 
managing a diverse workforce. 

 
Given the increasing and intense interest in business ethics in the global 

environment and the explosion of international business, it has become more important 
than ever for managers to be able to understand socially responsible and responsive 
initiatives, what motivates people to engage in or demand such initiatives, and what 
influences their decision-making processes.  There is a wealth of empirical research on 
what causes people from different cultures to react and judge ethical dilemmas 
differently.  It might be the type of economy (Stoian & Zaharia, 2012; Iankova, 2008; 
Cooper & Dorfman, 2003), it might be related to gender and/or age (Yamamura & 
Stedham, 2011; Beekun, Stedham, Westerman & Yamamura, 2010; Ballantine & McCourt, 
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2011), it might be related to religious beliefs (Hardesty & Westerman, 2009; 
Chatjuthamard-Kitsabunnarat, Jiraporn,& Tong, 2014; Conroy & Emerson, 2004; see also 
Day, 2017), or it might be any combination of those and/or other variables.  Concurrently, 
however, Leisinger (2015) has bemoaned the lack of research that adequately explains 
why the “understanding of these essential responsibilities [i.e., respect for human rights, 
fair labor conditions, etc.], however, is different in different economic, social and cultural 
contexts. This is even more so in corporate responsibility contents beyond the essentials: 
stakeholders living in different contexts have different needs and expectations. The 
cultural dimension of this difference is often neglected or misunderstood.” (p. 10).  

  
Indeed, Chatjuthamard et al. (2014) note this lack of research with the use of 

religion as a factor in making moral decisions: “while the link between religious piety 
and CSR seems natural, surprisingly, no prior research, to the best of our knowledge, 
specifically explores that issue.” (p. 1129). There have been studies on using religion as a 
factor in making ethical business decisions, but none has shown the nexus between 
cultural characteristics, religion, and the market nature of the economy as post-
communistic or developed.  Cui, Jo, and Velasquez (2019) studied Western religion as a 
source of Corporate Community Involvement (CCI); they also noted that no institutional 
studies have examined how religious and societal institutions are connected.  Du et al. 
(2016) looked at the evidence from China, while Ramasamy, Yeung, and Au (2010) 
examined CSR initiatives/motivations in Hong Kong and Singapore.  None of these has 
examined religion as influenced by and/or as an influence on a comparison between the 
nature of a post-communistic economy and a developed economy.  There are so many 
religions in the world that can influence ethical decision-making, yet we do not have 
enough information on what the links are between religious belief, moral development, 
culture, ethics, and CSR.  Here, we explore and compare the roles of religion and gender 
in making moral decisions under two different economies: post-communistic and 
developed. 

  
Schwartz (1992) identifies ten values from four categories that shape our moral 

decisions.  Kohlberg (1974) identifies three levels of moral development.  Morals are, by 
definition, culture-bound.  When religion, cultural values, and moral development are 
viewed together, insight into the management of culturally and morally diverse 
workforces, members of which have different religious beliefs, value different things, and 
operate at different levels of moral development, is facilitated.  This contributes to our 
understanding of and ability to ethically manage culturally diverse human resources.  It 
will also aid firms in shaping CSR initiatives that will be more effective in and more 
appropriate to the cultural, economic, political, and social environments in which they 
do business.  “(F)or the multinational corporation, the international legal and regulatory 
environment are much more complex, as is, correspondingly the moral and ethical 
problems that it confronts.” (Jackson, 1999, p. 62). 
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This article proceeds first with a closer examination of CSR:  how it may be defined 
and why it is important.  A brief description of CSR differences of post-communist versus 
developed countries is also offered to provide insight into how moral decision-making 
about the firm’s business environment affects CSR activities. Next, we continue with a 
description of Schwartz’ Value Theory (1992).  This description will be used in 
combination with Kohlberg’s Levels of Moral Development (Kohlberg & Hersey, 1977) 
to determine whether cultural values as defined by Schwartz are related to one’s level of 
moral development described by Kohlberg.   Into this analysis, we posit our hypotheses 
that religion and gender impact one’s cultural values and moral development.  An 
additional variable is the nature of the country’s economy; in this context, we also looked 
at post-communist and developed countries to see if a difference exists between them in 
values, moral development, and religiosity. Finally, concerning our contribution to the 
literature,  our findings will provide a starting point for further investigation into how 
the economic model may influence religion, moral development, and culture.  We then 
offer our findings and conclusions. 

 
 

 
Literature Review 

 
CSR and Post-communist Economies 

 
Leisinger (2015) notes that business plays a prominent and increasingly important 

role globally in economic, social, political, and cultural interactions.  He advocates for 
management as a force for good.  This force can take the form of CSR the company 
undertakes to benefit stakeholders and communities.  In Carroll and Shabana’s (2010) 
article, they recited the history of the concept of CSR and numerous definitions of CSR, 
suggesting that research has revealed at least 37 different definitions of CSR.     CSR is the 
dominant term in the exploration of corporate ethics.  Other terms akin to CSR include 
corporate citizenship, corporate ethics, business ethics, stakeholder management and 
sustainability, and social sponsorship (Becker-Olsen, Cudmore, & Hill, 2006).  The chief 
“rival” term to CSR is CSP, corporate social performance.  This term reflects not only 
descriptive and normative (evaluative) elements of ethics in business but also places “an 
emphasis on all that firms are achieving or accomplishing in the realm of social 
responsibility policies, practices and results.” (Carroll & Shabana, 2010, p. 86).  Another 
term used more recently to indicate a firm’s interest in interacting ethically with the 
community is Corporate Community Involvement (Cui et al., 2019);  these initiatives 
benefit or address various communities’ needs. 

 
There are discrete “definitions” of CSR and different measures by which CSR can 

be identified.  For example, a review of the plethora of definitions of CSR reveals that, 
regardless of what the actions are called, many encompass the same basic foundations of 
ethics:  value, balance, and accountability (Schwartz & Carroll, 2008). Likewise, Frederick 
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(2006) delineates three similar core concepts that have identified CSR from its initial 
inception:  businesses are to be managers for the public trust, a business must balance 
competing claims to corporate resources, and a business has the responsibility to engage 
in corporate philanthropy.  In this CSR context, we are interested in how religion, gender, 
and economic nature of the country affect decision makers’ levels of moral development 
and how such levels of more development affect ethical decision-making.  Moreover, we 
seek insight into how cultural characteristics, moral development, and economic nature, 
altogether, influence socially responsible corporate behavior. 

 
Values and Moral Development 

 
Schwartz (1992) defines ten values within four overarching categories of values in 

his research in cross-cultural psychology.  Kohlberg (1974) and Kohlberg and Hersh 
(1977) delineate three levels of moral development.  In this effort, we combine the values 
identified by Schwartz and the levels of moral development constructed by Kohlberg 
with variables on the nature of the economy (post-communist vs. developed), religion, 
and gender.  

  
The ten values Schwartz (1992) originally identified have been refined over time 

and through a great deal of joint research.  “Basic values (are defined) as broad, trans-
situational goals that vary in importance as guiding principles in life.  The crucial content 
aspect differentiating among values is the motivational goals they express.” (Schwartz & 
Rubel-Lifschitz, 2009, p. 171).  Values mirror goals that are present in all situations.  They 
vary in importance and act as guides to evaluation and behavior.  “Values reflect 
preferences for what ideally ought to be.” (Tamir et al., 2016, p. 68).   Schwartz and his 
colleagues classify the values they identified into four categories:  self-transcendence, 
self-enhancement, openness to change, and conservatism.  Each of these categories is 
marked by more specific values.  “As societal conditions change to encourage or 
discourage the expression and pursuit of these values, we expect similar rates of increase 
or decrease in their importance…” (Schwartz & Rubel-Lifschitz, 2009, p. 171).  Further, 
these values form a circle, with each value “bleeding” over into the next value, like on a 
continuum.  Moreover, the opposite values are self-transcendence versus self-
enhancement and openness to change versus conservatism. Table 1 shows the 
information regarding specific categories and values. 

 
Table 1: Categories and Values 

(I) Self-transcendence Goals and Values (II) Self-enhancement Goals and Values 

1. Universalism:  selfish interests are second 
to protecting others 

• Achievement of understanding 

• Appreciation 

• Tolerance 

• Protection for all 

3. Achievement:  enhancing personal 
interests 

• Personal success through societally 
set competence 

• Pride 
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2. Benevolence:  caring for others is 

paramount 

• Preserve the welfare of others 

• Enhance the welfare of others 

4. Power:  enhancing personal interests 

• Attainment and protection of one’s 
own status 

• Social dominance 

• Internal locus of control 

• High self-control 
 

(III)  Openness to Change Goals and Values (IV)  Conservation Goals and Values 

5. Self-direction:  independent thought and 
action 

• Choosing 

• Creating 

• Exploring 
 
6. Stimulation:  risk-taking 

• Excitement 

• Novelty 

• Change in life 
 
7. Hedonism:  finding pleasure in life 

• Pleasure 

• Fun 

• Enjoyment 

• Enthusiasm 

• Active engagement 

8. Security:  self-protection motivation 

• Safety 

• Harmony 

• Stability of society, relationships, and 
self 

 
9. Tradition:  inhibiting disruptive behaviors 

to social relations or behaviors that 
undermine group solidarity 

• Respect 

• Commitment 

• Acceptance of societally, culturally or 
religiously imposed  customs or rules 

 
10. Conformity:  inhibiting disruptive 

behaviors to social relations or behaviors 
that undermine group solidarity 

• Restraint of actions or impulses that 
might disturb others or violate social 
norms 

• Calmness 

• Relief 
Note: Adapted from Tamir et al. (2016) and Schwartz and Rubel-Lifschitz (2009); the value of spirituality 

is not selected by Schwartz (1992). 

 
 

Kohlberg (1974; 1981) and Kohlberg and Hersh (1977) present a construct of moral 
development with three levels and six stages.  As one ages and matures, one progresses 
upwards through the stages of moral development, beginning at a level in which the idea 
of “me” and satisfaction of one’s own wants/needs dominate and ending at a level in 
which thinking independently about what is good or right for others beyond “me” is 
embraced.     Regarding the six stages, one makes progress through all the stages (with 
the possible exception of Stage 6) without skipping any and typically does not return to 
the previous level or stage of moral development (Kracher & Marble, 2007).  Beekun et al. 
(2010) relate maturity to one’s ability to understand different opinions and reconcile those 
differences; it is reasonable that such maturity is reflected in physical age.  “Individuals 
show sustained progress from less to more complex moral reasoning through the same 
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sequence of thought processes regardless of factors, such as social class, culture, sex, or 
race.” (Kracher & Marble, 2007, p. 505).  All of the three levels have commonalities with 
those of Kohlberg and Schwartz.  Table 2 summarizes the levels, stages, and 
characteristics of moral development. 

 
Table 2: Description of Kohlberg’s Levels of Moral Development  

Level of Moral 
Development 

Stage of Moral 
Development 

Characteristics of Moral 
Development 

Pre-Conventional:  
egocentric 

(I) Punishment and 
Obedience Orientation 
(Heteronomous Morality) 

Obedience to rules 
Avoidance of punishment 
Self-interest  

(II) Instrument and 
Relativism Orientation 
(Instrumental Morality) 

Manipulation of people or the 
situation to achieve the desired result 
Self-interest is inherent in giving 
something to get something 

Conventional:  social 
relativism 

(III) Interpersonal 
Concordance Orientation 
(Interpersonal Conformity) 
 

Morality is set by reference to the 
moral standards of close family and 
friends 
Relationships and roles are important  
Long-term, mutual relationships 
matter 

(IV) Law and Order 
Orientation (Social 
Accordance and System 
Maintenance) 

Morality is set by reference to the 
moral standards of the larger group of 
the community or society 
One is a member of the larger group 
The whole social system is material 
Public roles are valued 
Laws are valued for maintaining social 
order 
Moral rules are relative to each group 

Post-Conventional:  
autonomous moral 
choice  

(V) Social Contract 
Orientation (Social Contract 
and Individual Rights) 

Individual rights and social contracts 
between individuals and groups are 
respected 
Reference is made to external groups 
and norms 
Internal moral norms are developing 
Individual rights are protected to 
ensure comprehensive social utility in 
addition to protection of the individual 

(VI) Universal Ethical 
Principles Orientation 
(Universal Ethical 
Principles) 

Comprehensively logical, universal, 
and consistent decisions respecting all 
individuals 
Reference is made to external groups 
and norms 
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Internal moral norms are set internally 
through the use of justice as the 
guiding principle 

Note: Derived from Kohlberg (1974, 1981), Kohlberg and Herst (1977), Kracher and Marble (2007), Payne, 
Mahesh, and Pawlak (2018). 

 
 

Cultural and Moral Differences in Two Economies 
 

Writing about CSR in post-communist countries, Stoian and Zaharia (2012) define 
CSR as the firm meeting the needs of stakeholders in a socially responsible way: not harm 
stakeholders and, if harm accrues, acting to correct or mitigate the harm if it accrues.  
They offer that the benefits of “participative” CSR include increased firm performance 
achieved by the better motivation of workers, increased recruitment of able workers, and 
instilling loyalty to the firm in their workers.  If the firm engages in positive 
organizational values, workers will more readily identify with those norms causing them 
to work harder for the firm.  Further, they assert that employees represent an important 
resource that drives the firm to engage in CSR.  One difficulty with this approach is that 
communist societies still “suffer from the consequences of employees’ alienation from 
work, lack of loyalty to their organizations or employees’ instrumental relationship to an 
organization.” (p. 382).  Thus, the firm’s CSR initiatives still need to be “sold” to the 
employees for successful CSR.  Given our lack of evidence about how CSR and religion 
influence each other in Western societies, how they relate to each other in Eastern 
societies and/or to economic model (Du et al., 2016), our study furthers the 
understanding of how we make moral decisions and how moral development, type of 
economy, and religion affect moral decision making.  Finally, we further our 
understanding of how CSR initiatives could be impacted. 

   
Iankova (2008), who also writes about post-communist economies, urges to regard 

business development as “the major engine of capitalist development.” (p. 88).  As such, 
the business of a business is still business (DeGeorge, 2010).  Further, any CSR initiatives 
the firm makes must be related to the business of business and must contribute to the 
firm’s success.  Even though firms in the transitioning economies struggle with survival, 
noted as a challenge by Iankova, managers must grapple with ethical dilemmas, some of 
which transcend the motive of business survival in the early transition from communism 
to post-communist economic systems.  While ethics may be less important than survival 
in the early transition periods, it becomes more important as the transition continues.  
CSR, as an extension of business ethics, also grows in importance.  “(Managers) who take 
a long-run view based on stakeholder management, an approach consistent with 
corporate sustainability and social responsibility…are less likely to engage in unethical 
activities aimed at consumers and employees than are those who take a more short-run 
view of immediate profit for the owners.” (Cooper & Dorfman, 2003, p. 391).  Since we 
know that managers influence the ethical environments of their firms and the extension 
of those environments in CSR initiatives, managers must understand what factors 
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influence the ethical decision-making process.  For example, Ramasamy et al. (2010) note 
that continued material progress indicates a favorable shift towards self-expression, 
arguably akin to Schwartz’s value of self-direction.  They also found that interests in the 
material were preempting religion and CSR values in their study of Hong Kong and 
Singapore. 

   
The differences between post-communist countries and developed countries are 

significant in several ways.  Iankova (2008) describes some fundamental differences 
between free-market economies and controlled-market economies.  In terms of free-
market systems, business entities are capitalistic and purposefully designed to profit for 
their shareholders.  The idea of using company resources to engage in CSR initiatives that 
would provide no benefit to the firm is anathema.  Under communism, businesses were 
expected to provide what capitalistic systems would categorize as social welfare, such as 
health care, even if its provision eliminated profit.  When communism departed, budgets 
that had been predominantly locally centered and allocated “became insufficient to deal 
with the core responsibilities of the municipalities such as maintenance and repair of 
public buildings, heating systems, street lighting, electrification, and others…; (the) 
provision of water supply and sewage; and the social integration of minorities.” (p. 87).   
These were all things the state had done and, with the departure of the communist system 
of central control, businesses were expected to take on these responsibilities.  Presumably, 
one approach to solving this problem is for businesses to provide meaningful CSR 
initiatives while still maintaining a profitable enterprise.  “With the creation of effective 
economic mechanisms to stimulate business to be socially responsible, society will be 
guaranteed that the companies will continue to substitute for inefficient government 
policies and engage in socially important causes.” (Iankova, 2008, p. 88). 

 
Brouthers, Lascu, and Werner (2008) compare competitive irrationality among 

communist, post-communist, and developed countries.  Competitive irrationality is the 
idea that one would harm one’s own business when their competitor is harmed even 
more.  They assert that communist philosophy was the completion of mandated state 
goals rather than profit.  Further, they assert that “because communism outlawed 
competing for moral philosophies (such as religion), no moral philosophy emerged as the 
default dominant philosophy in post-communist (countries).” (p. 398). Results of their 
study indicate that older managers, raised as communists, had a lesser tendency to harm 
their businesses to harm their competitors. However, younger managers raised without 
either the communist philosophy or religion were more likely to harm their businesses if 
it would harm their competitors more.  The implication is that, whether the construct is 
communist philosophy or religion, the construct would aid in making better moral 
judgments. We extrapolate that moral development was curtailed in communist 
countries, and one contributing factor to this development is that religion was largely 
excluded as a societal philosophy to determine right from wrong. 
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Cooper and Dorfman (2003) studied the insurance industry in Poland, the Czech 
Republic, and Hungary, all post-communist countries.   The focus of their study was the 
determination of what influences an ethical insurance market.  Though their study 
concerned the insurance industry, many of their thoughts/findings are sufficiently broad 
to apply to all business industries.  They identify four particularly relevant influencing 
factors:  supervision and regulation, accounting practices, distribution and market 
conduct, and management expertise.  Brouthers et al. (2008), follow Cooper and Dorfman 
(2003), describe a vacuum where there are insufficient or non-existent legal 
infrastructures to enforce the moral principles associated with (insurance) law. Without 
such laws, there is a “wide-open opportunity for unethical behavior related to company 
solvency and the treatment of consumers.” (p. 383).  Even the discovery of unethical 
behavior is delayed because of these influencing factors.  These authors also assert that, 
at the beginning of the transition from a controlled market system to a free market system, 
managers are more concerned with simply surviving, and ethics may fall by the wayside 
in the attempt to stay alive.  As the transition continues, however, managers, more secure 
in their companies’ survival, are more at liberty to address social issues that would be the 
subject of CSR efforts.  Again, management professionals take on a prominent role in 
shaping the firm’s ethics; the ethics of the firm shape, in part, the ethics of the broader 
community, and so on.  At some point, the shape of ethics determined by managers can 
become part of the overall culture.  Vice versa, the overall culture shapes the managers’ 
ethics:  this is a continuous cycle of the development of culture (Payne & Landry, 2005). 

 
 
 

Hypotheses Development 
 

Religion has also been studied as an influence on moral development, but few 
studies exist in non-Western environments ( Chatjuthamard-Kitsabunnarat et al., 2014; 
Minarik, 2014; Du et al., 2016).  Given that religion has been identified as having an impact 
on one’s level of moral development (Christie et al., 2003; Clark, 1966; Cui et al., 2019; 
Huismans & Schwartz, 1992; Hummel, Pfaff & Rost, 2018), it is interesting to note a lack 
of relevant empirical research in more diverse regions, both in terms of cultural 
characteristics represented in religion and an economic model.  This article contributes to 
the literature by examining the impact of religion on moral development, thus adding to 
the knowledge base that helps managers know how to effectively manage those from 
diverse religions, different countries, and different economic histories.  In this effort, we 
concentrate our research on the impacts that religion and gender might have on levels of 
moral development.  Since “businesspeople from different countries differ concerning 
their approach to ethical dilemmas” (Beekun et al., 2010, p. 311), and the “criteria and 
processes that are applied to solving an ethical dilemma depend on a country’s culture” 
(p. 311), it is imperative to understand how culture and moral development intersect. 
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Before delving into the impact of religion on moral development and decision-
making, it is appropriate to define religion and associated concepts.  Religion is a personal 
practice (Singhapakdi, Marta, Rallapalli, & Rao, 2000), and religiosity is “(a)n individual’s 
involvement in religious life (and) may range from mere faith to active participation in a 
religious organization.”  (Minarik, 2014, p. 73). As Minarik notes, religiousness can be 
difficult to measure; it can range from a declaration of belonging to a particular group 
through more active participation in the group to holding a formal position within the 
religious group.  Minarik further offers that the most basic element of religiosity is the 
belief in God.  Merriam-Webster Dictionary (n/d) states that religion is a personal set or 
institutionalized system of beliefs, attitudes, and practices in the worship of God.  Again, 
we see that culture, based on systems of beliefs and attitudes, is at the basis of our 
religious convictions. 

 
In studying the conjunction of religion, individuals’ views of God, and workplace 

values, Hardesty and Westerman (2009) find that increased religious beliefs (spirituality) 
positively influence an individual’s workplace“ creativity, honesty and trust, personal 
fulfillment, organizational commitment, well-being, intrinsic work satisfaction, work 
unit performance, and job involvement.” (p. 1).  Further, they find that such religious 
beliefs can reduce stress and thoughts of quitting the job.   The relationship between 
motivation and organizational citizenship behaviors is affected by increased spirituality.  
These findings alone justify our interest in the role of religion in the moral development 
of workers in post-communist and developed countries.  “Many individuals use religion 
to guide their behavior daily and use the church’s teachings to influence their perceptions 
of what is right and wrong.” (p. 2).  Moreover, moral understanding can spring from/be 
developed by belief in religious traditions.  Their study finds that one’s belief (in God), 
anger, and engagement impact moral development.  Last, a stronger belief in God’s 
engagement results in a higher conscientiousness, more cautious behavior, higher self-
efficacy, self-discipline, and achievement needs.  According to Schwartz’s values, 
conscientiousness can be defined as “related to concern about individuals’ group, group 
cohesiveness, responsibility felt for individuals’ actions, the performance of 
organizational citizenship behaviors toward both individuals and the organization, and 
their task performance.” (p. 5).  Their results indicate that religion has an impact on 
workplace values and performance.  Germaine to Kohlberg’s levels of moral 
development and religion, unity with God is a good answer to existential questions such 
as why we are moral.  The experience of unifying with God “may motivate to incorporate 
the universal ethical principles and, hence, aid in progression to Stage 6.” (Conroy & 
Emerson, 2004,  p. 384).  Like Hardesty and Westerman, Conroy and Emerson also note 
that the fear of God impacts one’s willingness to engage in unethical activities. 

 
Singhapakdi et al. (2000) provide a summary of the setting of religion in culture 

and personal characteristics.  “(R)eligiousness can affect the ethical decision-making 
process in three ways.  First, religion is a part of the cultural environment.  Second, 
religion is also listed as a personal characteristic.  Finally, religion is at least a partial, and 
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often a dominant, basis for individual deontological norms.” (p. 306).  To measure 
religiosity, they rated church attendance, the perceived importance of religious values, 
and the confidence in religious values held by the decision-maker.  Furthermore, they 
strongly assert that religion is ingrained in moral judgments.  “The connections between 
religiousness and deontological norms are simply practical; that is, many people derive 
their judgments of right and wrong, their moral philosophies, from expressly religious 
sources.” (p. 306).  Cui et al. (2015) suggest that “religion influences decision making; at 
the individual level, this influence is exerted through the moral beliefs and attitudes it 
inculcates  while at the group level, this influence can extend throughout the 
community.” (p. 206).  This assessment is in accord with our premise that religion 
influences the progression of moral development; moreover, it acknowledges the use and 
implementation of cultural values in moral decision-making. 

 
As noted previously, there has been a relative lack of research into religion and its 

relation to CSR and an even greater lack of research into how they are impacted by 
communism (El-Bassiouny, Seoudi, Darrago & Zahran, 2015; Minarek, 2014; Jamali and 
Sidani, 2013). However, most researchers find a relationship between religion with CSR 
and perceptions of ethics.  “Religiosity rather affects how a manager makes meaning out 
of the CSR practice.  (It) influences the degree to which morality is perceived to come 
from religion and transverse all decisions.” (El-Bassaiouny et al., 2015, p. 40).  The 
implication here is that religion affects all decisions, not just decisions related to CSR or 
decisions founded by religions.  In their study of the effect of religion or ethics courses 
on ethical decision-making, Conroy and Emerson (2004) find that religion is significantly 
correlated with ethical perception though courses on religion or ethics do not have such 
an impact.  Indeed, Jackson (1999) warns of the need for managerial understanding of 
religion in the international workplace: “international managers and executives should 
draw upon spiritual principles and values from religions and their secular equivalents 
from around the world.” (p. 61).  Sauser (2005) also emphasizes the importance of 
religion: “religion has much to offer the field of business ethics [and CSR].” (p. 348).  

  
Du et al. (2016) find that the religious atmosphere in China is “significantly 

positively associated with CSR, and thus validates the role of religion as an important 
social norm in motivating firms to fulfill CSR.” (p. 231).  They also find that ethical culture 
and corporate governance are ineffective in motivating CSR in emerging markets. 
Relative to Schwartz’s cultural characteristics, they offer a long list of research that has 
found that religion shapes culture; the question is, then, how does this religiously shaped 
culture relate to one’s level of moral development as influenced by the economic model.  
Their implications for management suggest that the religious atmosphere “is an 
important informal system and a set of social norms that can serve as an alternative to 
weak business ethics and incomplete formal institutions under the context of developing 
countries like China.” (p. 260). 
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Ramasamy et al. (2010) find that religion is becoming less important in Hong Kong 
and Singapore as materialism increases. However, their research provides some support 
that “social responsibility among executives come from a moral position that is rooted in 
their fundamental beliefs and value systems which in turn is based on their 
religiousness.” (p. 69). As such, this study proposes moral development and offers a 
connection between culture, level of moral development, and economic model.  This 
dichotomy of findings prompts further research into the role of religion in culture, moral 
decision-making, and economic models. 

     
We assert that religion affects moral development as shown by the benefits of 

stronger religious beliefs on values and performance.  Kohlberg’s work points to the 
church’s role (besides school and family) in moral development.  Kohlberg and Hersey 
(1977) offer that moral education is the exclusive domain of the family and the church:  
teaching values or “morality” is more frequently associated with the province of the 
home and church.  As such, how family/home and church affect moral development 
impacts the Conventional Level, wherein one associates morality with either one’s closest 
family and friends or, at the next highest level, with one’s broader community or nation.  
According to Kohlberg (1981), “…religion is a conscious response to, and expression of, 
the quest for the ultimate meaning for moral judging and acting (…) the main function of 
religion is (…) to support moral judgment and action as purposeful human activities.” 
(p. 336).  We extrapolate that more religious people will be at a higher stage of moral 
development irrespective of their religion. 

   
In addition to broader definitions of cultural characteristics, researchers have 

regarded demographic factors as determinants of culture and ethics/CSR.  
Characteristics such as age, gender, religion, employment, organizational size factors, 
and industry focus have been used to determine relationships between cultural 
characteristics and ethics (Christie et al., 2003).  Dawson (1997), Fritzsche (1997), and 
Longenecker, McKinney, and Moore (1989), to name a few, studied age as an impact 
factor on the level of moral development:  there is more agreement among studies that 
age does influence moral development.  Gender has been studied repeatedly as a variable 
in moral development, with fairly consistent findings that gender differences dissipate as 
men and women get older (Akaah, 1989; Arlow, 1991; Dubinsky & Levy, 1985; Ford & 
Richarson, 1994; Whipple & Swords, 1992).  Some research also found that men were less 
ethical than women, while others found that gender was not significant in moral 
development. 

   
Gender, therefore, is included as an independent variable affecting moral 

development in this cross-cultural study.  Since previous research has yielded 
inconsistent results regarding the influence of gender, we expect no gender differences 
in moral development. Gender as an influence on moral behavior has been studied many 
times.  Several studies have found that gender is not an influence on levels of moral 
development, CSR, or business ethics (Davison et al., 2009; Francoeur, Labelle, Balti, & 
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Bouzaidi, 2019; Izraeli & Jaffe, 2000; Rest, 1986; Robin & Babin, 1997; Yamamura & 
Stedham, 2011).  Conversely, a few studies have found that gender is a determinant factor 
in making moral decisions (Albaum & Peterson, 2006; Beekun et al., 2010; Conroy & 
Emerson, 2004; Kracher & Marble, 2007; Loo, 2003; Lourenco et al., 2015; Minarik, 2014;  
Stedham, Beekun & Yamamura, 2006).  Interestingly, too, gender differences in the level 
of moral development have been found to diminish with age, as both men and women 
seem to attain the 4th Stage of Kohlberg’s stages of moral development (Aldrich & Kage, 
2003; Dawson, 1997; McGee, 2007; Payne, Pawlak,& Mahesh, 2018; Peterson, Rhoads, & 
Vaught, 2001). Therefore, we propose the following hypotheses: 

 
H1. The type of economy in which people reside will affect their moral development. 

Specifically, people in developed economies will have higher moral development levels than those 
in post-communist economies. 

 
H2. Religiosity positively affects moral development.  Specifically, more religious people 

will have a higher level of moral development than those who are less religious. 
 
H3. Gender will not affect moral development.  
 
Based on the reasoning presented in the literature review, we expect these 

independent variables, type of economy (post-communist or developed) and religiosity, 
to have a discernable impact on the moral development of individuals. Considering the 
cross-national context of this study, instead of focusing on differences between specific 
religious denominations, we examine the role of religiosity as it pertains to moral 
development. As discussed previously, the concept of religiosity is different from the 
religious denomination because the former considers only the level of activity or degree 
of participation in one’s chosen religion. It indicates that religious involvement is free of 
the religious label. Examining the role of religion in moral development from a religiosity 
perspective is particularly useful in cross-cultural research because it is a universal 
characteristic that applies to all people regardless of nationality. It also avoids empirical 
tests of whether observers of one religion are more moral than other religions. 

   
In developing our next set of hypotheses, we draw on Richards and Davison (1992, 

p. 467), who offers that their studies “join with other research in providing evidence that 
Kohlberg’s theory of moral development is to some extent religiously and culturally 
limited.”  Lawrence (1979), who interviewed religiously fundamentalist people using the 
DIT test, finds that some people explained their preference for Stage 4 over post-
conventional items in terms of the harmony between their religious beliefs and Stage 4 
item content.  Stage 4, the Law-and-Order Orientation in the second level of moral 
development, the Conventional Level, is marked by a set of preferences to the moral 
standards of the larger group or community, with the recognition that one is a member 
of the larger group or community.  It is further marked by the individual valuing the 
social system, public roles, and the law related to maintaining social order.  Additionally, 
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Richards (1991) reminds us that “the findings of several studies suggest that conservative 
religious (people) tend to encourage a preference for Stage 4 moral reasoning.” (p. 361). 
For these reasons, we focus on Stage 4 of moral development.   Therefore, we propose the 
following hypotheses: 

 
H4. The type of economy in which people reside will affect their moral development at Stage 

4. Specifically, people in developed economies will have higher moral development levels in Stage 
4 than those in post-communist economies. 

 
H5. People higher in religiosity are more likely to be at Stage 4 of moral development than 

those who are lower in religiosity. 
 
H6. Gender will not impact the level of moral development in Stage 4. 
 
 
 

Methods 
 

Subjects 
 
From 2012 to 2015, data, in the form of paper questionnaires, were collected from 

Poland (N = 661), Bulgaria (N = 125), Italy (N = 83), Taiwan (N = 245), and the U. S. (N = 
115), with a total of 1229 completed surveys available for analysis. Participants were 
mostly business or business-related students seeking undergraduate degrees. 
Approximately 55% were age 18-21, 35% were age 22-26, and 10% were age 27 or older. 
In addition, 68.4% were women, 31.6% were men. In addition to a survey instrument 
using the Portrait Values Questionnaire (PVQ), participants completed items that 
assessed various demographic characteristics like gender, religion, level of religiosity, 
age, nationality, and others were included. The complete survey instrument is available 
in the Appendix. 

 
Measures 

 
Religiosity. Religiosity was captured using a single-item measure. Participants 

indicated their perceived level of religiosity as low (1), medium (2), or high (3).   
 
Type of Economy. In this study, the type of economy was operationalized as 

categorical, two-group variables. Based on their nationality, participants were assigned 
to one of two categories: post-communist economy (1) including Poland and Bulgaria, or 
developed economy (0) including Italy, Taiwan, and the U.S.  

 
Cultural Values and Moral Development. As noted previously, we chose Schwartz’s 

PVQ instrument to identify respondents’ cultural values. In the 21-item measure, 
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participants indicate on a 6-point scale the degree to which they identify with 
descriptions of others’ beliefs and values. Thus, higher scores indicate higher levels of 
cultural values. These ten values are reflected in Figure 1, discussed further below. 

  
Underpinning Theories 

 
Schwartz created a general theory that sought to identify the values that people 

have in their lives.  According to Schwartz, people differ from the point of view of value 
systems.  Kohlberg created a general model describing the moral development of man.  
According to Kohlberg, as people mature, morality progresses from lower to higher 
levels of moral development. The Kohlberg model is also based on values, but they are 
not clearly defined in the same way that Schwartz defined cultural characteristics.  Our 
approach is based on the combination of these two perspectives. We use value systems 
to determine the level of moral development.  This is illustrated schematically in Figure 
1. 

 
Figure 1 suggests that there are some disparities between the two theories.  Most 

of the values identified by Schwartz can be located at the second level of moral 
development as defined by Kohlberg.  No value identified by Schwartz fits into 
Kohlberg’s first of the sixth stages of moral development.  The disparity associated with 
the first stage may be attributable to the fact that Kohlberg’s theory was generated using 
children as subjects, while Schwartz developed his theory from adults’ responses.  No 
Schwartz’ value fits with Kohlberg’s stage sixth, either.  In this case, the reason may be 
that Stage 6 is generally an abstract construct not experimentally confirmed. 
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Figure 1: Kohlberg’s Theory and Schwartz’s Theory 
 
 
Thus, while disparities exist between the two models, there is a kind of “logic” in 

placing items to connect Schwartz’s and Kohlberg’s works.  Values that can be located at 
the level of moral development are very close to each other in the Schwartz theory:  
moving to the higher level in Kohlberg’s theory means moving contra clockwise in the 
theory of Schwartz.  To identify the level of moral development for a particular person, 
Kohlberg’s Defining Issues Test (Rest, 1979) may be used, but this questionnaire is quite 
complicated and possesses some disadvantages. Schwartz created two different 
questionnaires to identify the values of individuals:  the Schwartz Value Survey (SVS) 
and the Portrait Values Questionnaire (PVQ).  We choose to use the PVQ instrument, the 
newer instrument; it enables the user to collect data from large numbers of subjects.  By 
connecting Schwartz’s and Kohlberg’s theories, we can use the value hierarchy of a 
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particular person to extrapolate at which stage of moral development this person 
operates. Next, we revise the Moral Development Indicator (MDI) introduced by Payne, 
Pawlak, and Mahesh (2018) and calculated the score for each person with the following 
formula: 

 

𝑀𝐷𝐼 =
𝑟2 + 2𝑟3 + 3𝑟4 + 4𝑟5
𝑟2 + 𝑟3 + 𝑟4 + 𝑟5

 (1) 

 
where: 
MDI = Moral Development Index 
 
 ri = average rating for a particular stage of moral development in gradations 

(stages), using a 6-point scale, 1 to 6, rating with the question of ”how much the described 
person is like you,” where i = 2, 3, 4, 5.   

 
Note that the average takes into account the different numbers of questions in PVQ 

for assessing each stage (i.e., 12, 2, 4, and 3, a total of 21 questions). 
 
The MDI index is constructed so that the higher stages of Kohlberg’s moral 

development are of higher importance (2, 3, 4), i.e., Stage 5 is weighted with the 
importance score of 4, Stage 4 with 3, and Stage 3 with 2. This indicator can be calculated 
for each person who completes the PVQ. 

 
 

 
Results 

 
Data analysis compares people in post-communist economies (N = 786) to their 

peers in developed economies (N = 443). Table 3 presents the observed percentages for 
personal characteristics, gender, age, and religiosity, across the two types of economies. 
For post-communist and developed economies, the proportions are relatively similar for 
gender and age groups. The biggest difference between the two economies is in 
religiosity, specifically in the low religiosity group. Almost half (47.2%) of participants 
from developed economies acknowledged that their religiosity was low. Only one-fourth 
(25.7%) of those from post-communist economies had the same answers, and the majority 
(57.1%) were in the medium religiosity group. 

 
Table 3: Observed Percentages of Categorical Variables by Type of Economy 

  Type of Economy 
Variable  Post-Communist  Developed Free 

Gender 
Male 

Female 

  
29% 
71% 

  
38.1% 
61.9% 
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Age 
18-21 
22-26 
27< 

  
53.3% 
39.5% 
7.2% 

  
58% 

28.2% 
13.8% 

Religiosity 
Low 

Medium 
High 

  
25.7% 
57.1% 
17.2% 

  
47.2% 
41.3% 
11.5% 

  N = 786  N = 443 

 
 

Correlations among the main variables are presented in Table 4. For all statistical 
tests, the level of significance is .05. Notably, the independent variables, gender and 
religiosity are significantly correlated (r = .12; p < .01). Women (=1) are likely to be more 
active in their religion than men (=0). Since the economy is also significantly related to 
religiosity, individuals from post-communist economies (=1) disclose that they are more 
involved in their religion than those from developed economies (=0). Although the main 
hypotheses exclude age, we include it in correlational analysis to show what past research 
consistently demonstrated. As we age, we tend to reach higher levels of moral 
development (r = .12; p < .01). MDI and moral development are positively and 
significantly correlated (r = .44; p < .01), specifically at Stage 4. The observed magnitude 
of the correlation indicates that the dependent variables are moderately related yet 
somewhat distinct from each other as they should be. Also, the three independent 
variables are all significantly related to the MDI, but only two, excluding gender, are 
significantly correlated with moral development Stage 4. 

  
Table 4: Correlations among Main Study Variables (N = 1135) 

 
Gender Age Type of Economy Religiosity MDI 

MD 
Stage 4 

Gender --      

Age  -.00 --     

Type of Economy .09**  -.01 --    

Religiosity .12**   .01  .20** --   

MDI .09** .12** -.14** .12** --  

MD Stage 4    .01 .19** -.16** .28** .44** -- 

* p < .05; ** p < .01 
 
 
To verify hypotheses 1, 2, and 3, we used three-way factorial ANOVA to examine 

the effects of three independent variables, gender, type of economy, and religiosity, on 
the moral development stage, indicated by the moral development index (see Table 5). 
Regarding the main effects of the independent variables, the observed effects support H1 
and H2, but not H3. No moderation effects were hypothesized, and the results of the full 
factorial model confirm the absence of any significant interaction effects. 
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Table 5: Three-Way ANOVA Testing Effects of IVs on Moral Development Index (MDI) 

Tests of Between-Subjects Effects 

Source 
Type III Sum 

of Squares df 
Mean 

Square F Sig. 

Corrected Model .48 11 .044 6.121 .000 

Intercept 4077.539 1 4077.539 571495.322 .000 

Gender .056 1 .056 7.865 .005 

Type of Economy .183 1 .183 25.706 .000 

Religiosity .159 2 .079 11.129 .000 

Gender * Type of 
Economy 

.001 1 .001 .084 .772 

Gender * Religiosity .007 2 .003 .474 .623 

Type of Economy * 
Religiosity 

.012 2 .006 .863 .422 

Gender * Type of 
Economy * Religiosity 

.018 2 .009 1.284 .277 

Error 8.119 1138 .007   

Total 7060.724 1150    

Corrected Total 8.600 1149    

 
 

As expected in H1, type of economy had a significant effect on moral development 
stage (F (1, 1138) = 25.71; p < .01). To examine the nature of the effect, we looked at the 
estimated marginal means for the IV groups (see Table 6). Consistent with the expected 
direction, residents in post-communist economies (mean = 2.46) scored slightly lower in 
the MDI compared to those from developed economies (mean = 2.50). 

 
Table 6: Estimated Marginal Means for the Moral Development Index (MDI) 

Independent Variable Mean Std. Error 

95% Confidence Interval 

Lower Bound Upper Bound 

Gender 
M 2.472 .005 2.461 2.482 
F 2.490 .004 2.482 2.498 

Type of Economy 
Developed 2.498 .005 2.487 2.508 
Post-Communist 2.464 .004 2.457 2.472 

Religiosity 
Low 2.461 .004 2.453 2.470 
Medium 2.484 .004 2.476 2.493 
High 2.497 .008 2.482 2.512 
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The results were similar for H2. Degree of religiosity had a significant impact on 
moral development stage (F (2, 1138) = 11.13; p < .01). The lowest estimated marginal 
mean for the MDI was observed for individuals low in religiosity (mean = 2.46). As 
religiosity level increases to medium (mean = 2.48) and then to high (mean = 2.50), the 
MDI score follows. These results fully support the expected direction of H2. A post hoc 
Tukey’s paired comparisons test shows that the low religiosity group (N = 379) scored 
significantly lower on the MDI compared to both the medium (N = 596) and high 
religiosity (N = 175) groups. The medium and high religiosity groups, however, did not 
differ significantly from each other on the MDI. Furthermore, given that the two-way 
interaction between the type of economy and religiosity was not significant, these results 
suggest that the positive effect of religiosity on moral development remains consistent 
across post-communist and developed economies (see Figure 2). 
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Figure 2: Effect of Religiosity on MDI by Type of Economy 

 
 
In H3, we hypothesized that no effect of gender would be found on moral 

development. However, consistent with the correlational analysis, H3 is not supported; 
gender matters in this sample (F (1, 1138) = 7.86; p < .01). Overall, women (mean = 2.49) 
scored higher in moral development stage than men (mean = 2.47).    

  
Unlike the previous analysis, hypotheses H4, H5, and H6, focus on a different 

outcome variable, specifically moral development at Stage 4. To examine hypotheses H4, 
H5, and H6, we tested for the same general effects of gender, type of economy, and 
religiosity on moral development, specifically at Stage 4. The results of a three-way 
factorial ANOVA mostly mirrored those obtained in the previous analyses in which the 
overall moral development index was included as the dependent variable (see Table 7). 
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Regarding the main effects of the independent variables, the observed effects support H4, 
H5, and H6. No moderation effects were hypothesized, and the results of the full factorial 
model confirm the absence of any significant interaction effects. 

 
  Table 7: Three-Way ANOVA Testing Effects of IVs on Stage 4 Moral Development 

Tests of Between-Subjects Effects 

Source 
Type III Sum  

of Squares df Mean Square F Sig. 

Corrected Model 98.237a 11 8.931 16.197 .000 
Intercept 11293.080 1 11293.080 20481.517 .000 
Gender .184 1 .184 .334 .564 
Type of Economy 30.268 1 30.268 54.895 .000 
Religiosity 61.513 2 30.757 55.781 .000 
Gender ×  Type of Economy .130 1 .130 .236 .627 
Gender ×  Religiosity 1.871 2 .936 1.697 .184 
Type of Economy × Religiosity 2.311 2 1.155 2.095 .123 
Gender ×  Type of Economy × Religiosity .217 2 .109 .197 .821 
Error 627.469 1138 .551   
Total 19288.063 1150    
Corrected Total 725.706 1149    

 
 

In support of H4, type of economy had a significant main effect on Stage 4 moral 
development (F (1, 1138) = 54.90; p < .01). Estimated marginal means for the two IV 
groups are presented in Table 8. Consistent with the expected direction of H4, residents 
in post-communist economies (mean = 3.92) scored lower in Stage 4 moral development 
than those from developed economies (mean = 4.34). 

 
Table 8: Estimated Marginal Means for Stage 4 Moral Development 

Independent 
Variable Mean 

Std. 
Error 

95% Confidence Interval 

Lower Bound Upper Bound 

Gender 
M 4.112 .046 4.022 4.202 
F 4.145 .035 4.076 4.214 

Type of Economy 
Developed 4.342 .047 4.250 4.434 
Post-Communist 3.915 .034 3.849 3.981 

Religiosity 
Low 3.744 .039 3.668 3.820 
Medium 4.185 .038 4.111 4.259 
High 4.457 .068 4.325 4.590 

 
 

 The results were similar for H5. Degree of religiosity had a significant impact on 
Stage 4 moral development (F (2, 1138) = 55.78; p < .01). The lowest estimated marginal 
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means for Stage 4 was observed for individuals low in religiosity (mean = 3.74). As 
participants’ religiosity level increases to medium (mean = 4.19) and then to high (mean = 
4.46), so does their Stage 4 moral development score. These results fully support the 
expected direction of H5. A post hoc Tukey’s paired comparisons test shows that the 
means for all three religiosity groups differ significantly from each other. The low 
religiosity group (N = 379) scored significantly lower at Stage 4 moral development 
compared to both the medium (N = 596) and high religiosity (N = 175) groups. In 
addition, the medium religiosity group scored significantly lower compared to the high 
religiosity group. Similar to the previous analyses, the two-way interaction between 
religiosity and type of economy was insignificant. The positive effect of religiosity on 
moral development appears similar for both post-communist and developed economies 
(see Figure 3). 

 

 
Figure 3: Effect of Religiosity on Stage 4 Development by Type of Economy 
 
 
In H6, we hypothesized that no effect of gender would be found on Stage 4 moral 

development, and our findings support that prediction. Unlike the results concerning 
overall moral development, gender has no discernable influence on moral development 
in Stage 4 in this sample (F (1, 1138) = .33; p > .05). In the estimated marginal means, 
females (mean = 4.15) scored similarly to males (mean = 4.11). 

 
Across both outcomes (MDI and Stage 4 MD), the main direct effect of religiosity 

is clear. Tests of H2 and H5 show that individuals with higher levels of religiosity are also 
higher in moral development overall and specifically in Stage 4. To ascertain whether the 
religiosity effect occurs in the other stages of moral development, we ran a series of one-
way ANOVA tests using Stage 2, Stage 3, Stage 4, and Stage 5 moral development as the 
outcome variables and religiosity as the independent variable (see Table 9). 
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Table 9: Average Rating of a Particular Stage of Moral Development Depending on 
Religiosity Level 

 
Moral 

development 
stage 

ri Religiosity level 
1. Low. 2. Medium. 3. High 

ANOVA 
F 

Significance 
level 

2 4.501 
 

 
 

1.412  .244 

3 5.048 
 

 
 

12.258 
 

.000 

4 3.984 
 

 
 

48.226 .000 
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5 4.622 
 

 
 

2.836 .059 

 
Among the four one-way ANOVA tests, only two are statistically significant. 

Religiosity has a direct main effect on the third and fourth stages of moral development. 
The effect on the fifth stage was marginally significant. Notably, of the two significant F-
values presented in Table 9, the extremely high F value was observed at the fourth stage 
of moral development. This suggests that religiosity level strongly influences self-
perceptions at this particular stage. Although an upward trend is evident for Stages 3, 4, 
and 5, the magnitude of the differences between religiosity groups is the strongest at 
Stage 4. The results for Stage 2 show the only negative, albeit non-significant, trend. 

 
 

 
Discussion 

 
The evidence from this study provides overwhelming support for our principal 

assertions that religiosity and the type of economy can and do affect moral development. 
Most notably, our findings strongly indicate a clear positive impact of religiosity on moral 
development. The concept of religiosity does not reflect the specific type of religion with 
which an individual identifies or practices. It does, however, indicate the extent to which 
a person identifies with, participates in, and practices his or her religion. These results 
show that depth of participation and engagement, regardless of a specific type of 
religious affiliation, positively affects moral development in general and that this effect 
holds across three higher-level stages of moral development, specifically at  Stages 3, 4, 
and 5. Moreover, religious people are characterized by higher levels of moral 
development than others who are less religious. 

  
As further evidence of the robustness of this effect, the religiosity-moral 

development relationship was stable and consistent across two distinct types of 
economies, post-communist and developed. In addition, residents in three countries 
spanning three continents were included in the sample representing developed 
economies. Thus, religiosity exerts a similar influence on moral development regardless 
of the individual’s specific cultural or economic background.   
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Another critical finding that emerged from this study is the observed differences 
in group means for moral development across the two types of economies. Compared to 
those in developed economies, residents of post-communist economies scored lower 
across numerous moral development indicators. Interestingly, participants in the highest 
possible category for religiosity had the greatest proportion of residing in post-
communist economies. Based on our evidence, a person from a post-communist economy 
may be more religious than a peer from a developed economy, but he is not likely to be 
higher in moral development. In other words, people who are more actively participating 
in religion in post-communist countries are likely to have higher moral development  
than their peers in the same economy. Although the participants in developed economies 
are less likely to be identified as highly religious, their moral development is seemingly 
elevated due to developed economies’ cultural characteristics. 

  
Poland and Bulgaria, the two post-communist countries in this sample, have been 

released from their days under communist rule for only 30 years. The bulk of respondents 
in this study were undergraduate students in their early adulthood. Most were not born 
at the time when Poland and Bulgaria broke away from one-party communist rule. Yet, 
as evidenced in the current study, moral development is tied to differences in cultural 
and economic factors that affect future generations for decades. 

 
Another substantial contribution of our study involves the findings regarding 

moral development, specifically at Stage 4, the Law-and-Order Orientation. Individuals 
with higher Stage 4 scores prefer the moral standards of the larger group or community. 
They see themselves as group or community members, and they value the social system, 
public roles, and the law. In our sample, people higher at Stage 4 are more likely to be 
female, religious, and from a developed economy. The evidence suggests that the effects 
of religiosity on Stage 4 moral development are stronger and more pronounced than at 
the other stages. These findings support the notion of congruence between religious 
beliefs and Stage 4 reasoning (Lawrence, 1979; Richards, 1991). Although the type of 
economy significantly affected overall moral development, the difference in means 
between post-communist and developed economies was much greater at Stage 4 
specifically. Future research should explore why the type of economy would have a more 
significant impact on Stage 4 moral development  than overall moral development. 

  
Our findings regarding gender and moral development are, at best, mixed as is 

reflected in other such findings. For moral development in general, we found no 
difference between the moral stages of women and men. In contrast, statistically 
significant differences were observed when moral development at Stage 4 was the 
outcome. Regardless of the level of religiosity or type of economy, women’s moral 
development was consistently higher than that of men. 
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Conclusion 
 

This study helps shed some light on the complex relationship among individual 
characteristics (i.e., religiosity, gender), group characteristics (i.e., economic 
development), and moral development. Type of economy (post-communist or developed 
economies) has a significant relationship with moral development. To expand their 
business in post-communist countries, companies should consider concentrating on 
ethical training and communicating moral values. Our findings of the positive 
relationship between religiosity and moral development and the higher level of 
religiosity in post-communist economies suggest possible ice-breaking subjects managers 
could use in their ethical discussions with employees. Specifically, reminding employees 
that their actions that may be influenced by personal values rather than situational 
pressures such as the economy could improve moral development. 

 

 
Limitations 

 
Limitations in this study include some operational and methodological issues. 

First, we utilized an alternative approach for estimating an individual’s moral 
development. Given that there are issues with Kohlberg’s original measure of moral 
development, we approached moral development through insight into one’s values. The 
presented attempt to combine Kohlberg’s theory with Schwartz’s theory has many 
imperfections. Some may question the validity of using Schwartz’s model of values to 
measure various stages of moral development. Because no previous validation study has 
associated Kohlberg’s stages of moral development with Schwartz’s model of values, our 
connections of certain values with certain stages of moral development are rooted solely 
in reason and logical arguments. Perhaps new research questionnaires should be created 
to capture portraits of people adapted to Kohler’s theory and possibly qualify people for 
various stages of moral development. 

 
Second, our findings are based on a self-report survey study with a cross-sectional 

design. Clearly, this correlational study design does not explain whether religiosity 
causes changes in moral development. A longitudinal study would be more suited to 
tracking changes in moral development.  Third, our study was based on a student 
population without generalizing the findings to a larger population. Future research may 
consider replicating the design of our study with a more age-diverse sample. 
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Appendix:  
 

Questionnaires: Human Values and Corporate Social initiatives 

 
Dear students, 

We cordially invite you to participate in research that describes the relationship between human values 
and people`s attitudes towards corporate social initiatives. The questionnaire of this scientific research is 
anonymous. 

 
1. Here are brief descriptions of some people.  Please read each description and indicate 

how much each person is like you or not. 
 

 
Very 
much 

like me 

Like 
me 

Somew
hat like 

me 

A little 
like me 

Not 
like me 

Not 
like me 

at all 

He believes that people should do what they’re told. He 
thinks people should follow the rules at all times, even when 
no one is watching.   

6 5 4 3 2 1 

Having a good time is important to him; he likes to “spoil”  
himself.   

6 5 4 3 2 1 
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Very 
much 

like me 

Like 
me 

Somew
hat like 

me 

A little 
like me 

Not 
like me 

Not 
like me 

at all 

Thinking up a new idea and being creative is important to 
him. He likes to do things in his own original way.  

6 5 4 3 2 1 

He seeks every chance to have fun; it is important to him to 
do things that give him pleasure.   

6 5 4 3 2 1 

Being very successful is important to him. He hopes people 
can recognize his achievements.   

6 5 4 3 2 1 

It is important to him to listen to people who are different 
from him. Even when he disagrees with them, he still wants 
to understand them.   

6 5 4 3 2 1 

He strongly believes that people should care for nature. 
Thus, looking after the environment is important to him.    

6 5 4 3 2 1 

It is important to him that the government ensures his safety 
against all threats. So, he wants the state to be strong enough 
to defend its citizens.  

6 5 4 3 2 1 

It’s very important to him to help the people around him. So, 
he wants to care for their well-being.     

6 5 4 3 2 1 

It is important to him to be loyal to his friends. He wants to 
devote himself to people close to him.    

6 5 4 3 2 1 

Tradition is important to him. Therefore, he tries to follow 
the customs handed down by his religion or his family.    

6 5 4 3 2 1 

It is important to him always to behave properly. He wants 
to avoid doing anything people would say is wrong.    

6 5 4 3 2 1 

It’s important to him to show his abilities. He wants people 
to admire what he does.    

6 5 4 3 2 1 

He looks for adventures and likes to take risks. He wants to 
have an exciting life.    

6 5 4 3 2 1 

It is important to him to be rich. He wants to have a lot of 
money and expensive things.    

6 5 4 3 2 1 

It is important to him to make his own decisions about what 
he does.  He likes to be free and not depend on others. 

6 5 4 3 2 1 

It is important to him to get respect from others. He wants 
people to do what he says.     

6 5 4 3 2 1 

It is important to him to be humble and modest. Therefore, 
he tries not to draw attention to himself.    

6 5 4 3 2 1 

He thinks it is important that every person in the world 
should be treated equally. He believes everyone should have 
equal opportunities in life.     

6 5 4 3 2 1 
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Very 
much 

like me 

Like 
me 

Somew
hat like 

me 

A little 
like me 

Not 
like me 

Not 
like me 

at all 

He likes surprises and is always looking for new things to 
do. He thinks it is important to do lots of different things in 
life.    

6 5 4 3 2 1 

It is important to him to live in secure surroundings. 
Therefore, he avoids anything that might endanger his 
safety.     

6 5 4 3 2 1 

 

 
2. Please read carefully the description of the corporate social initiative that the company 

plans to carry out in your Town. 

  
Big international company initiates a three-year social initiative, the aim of which is to combat the 

undernourishment problem among children. The program will provide, in particular, assistance to primary 

school canteens in your Town. Apart from the financial support, this shall include supplies of food products 

and the voluntary work by company’s employees, whose task is to advise on the menu and assist on the 

canteen’s renovation works. The amount to be donated to all canteens in total shall be equivalent to around 

US$30 000. 

The company also decided that this social initiative will be announced on local radio, television networks, 

and billboards near the supported schools. 

 
3. Now, answer the following questions: 
 

a) How much do you like the initiative? 

I like it very 
much 

7 6 5 4 3 2 1 
I don’t like 

it at all 
 
b) How good is the initiative in your opinion 

Very good 
 

7 6 5 4 3 2 1 
Very bad  

 
 
c) How much do you support (do you second, do you back) the initiative? 

I am fully for 7 6 5 4 3 2 1 
I am very 

much against 
 
d) How much is the initiative useful in your opinion? 

Very useful 7 6 5 4 3 2 1 
Not useful 

at all 
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4. Please provide your personal information that will be used only for scientific purposes. 
 

1) Age: _____________ 

2) Gender:   Female   Male 

3) Course standing:    First academic year    Second academic year   Third academic year 

                                       Fourth academic year       Fifth academic year 

4) Degree:  Bachelor   Master 

5) Studies subject: _____________________________ 

6) Nationality:  _______________________________ 

7) Religion:  Catholic        Protestant  Eastern orthodox       Islam 

  Hinduism     Buddhism  Other: (please specify) _____________________ 

  Non-religious  

8) Religiosity level:   High   Medium   Low 

9) Do you work?:   Yes    No 

10) Where did you study in your secondary school? School:     Public  Private 

11) Family Type:   Monoparental  Traditional (father and mother)l  Divorced 

parents   Other 

12) Provenance Place:   City    Village (rural areas) 

13) Way to finance your studies:  Grants  Own Work  Family      Other 

14) Economic level of your  immediate environment:  

 High    Medium   Low 

15) Level of education of  your immediate environment:  

 High    Medium   Low 

 

Thank you very much for your involvement ☺ 
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Abstract 
 
Purpose – The study analyzed the importance of social commerce stores on 
consumer purchase situations. It conducted conjoint analysis on consumer 
decision-making associated with online retailers that used Facebook as part of their 
promotional and trading system. 
 
Method – The study compared consumer preference for different marketing 
attributes by placing them on a comparable pricing scale or pricing out non-
monetary stimuli. The research framework adopted was the behavioral perspective 
model of consumer choice and conjoint analysis technique. 
 
Findings – The conjoint analysis revealed that price was the main driver in online 
shopping for consumers, followed by warranty, delivery charges, order channels, 
photo displays, sizes available, and charity donations.  It further identified a reverse 
relationship of utility with price and delivery charges. 
 
Limitations – Primarily, as the survey was conducted among students from 
central universities in India, the outcomes should be interpreted with caution, 
specifically with respect to the generalizability of study results of social commerce 
users as a whole. 
 
Implications – Conjoint analysis is a useful technique for predicting choices made 
by customers, which supports the determination of actual drivers which might not 
be visible to the participants. Therefore, by studying various attributes significant 
to consumers in an online environment, vendors can decrease escape behavior and 
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maximize buyers’ time devoted to looking at various attributes to form the opinion 
systems. 
 
Keywords:  social commerce marketing, consumer preferences, utility 
estimates, conjoint analysis. 
 
Reference to this paper should be made as follows: Kaur, K. & Kumar, S. 
(2021). Social commerce marketing experimentation through conjoint 
analysis: Online consumer preferences.  Journal of Business and Management, 
27(2), September, 109-132. DOI: 10.6347/JBM.202109_27(2).0004. 

 
 

 
Introduction 

 
Consumer behavior analysis (CBA) and behavioral economics have been used to 

commercially and experimentally analyze online consumers’ behavior.  One commonly 
used framework in behavioral economics is demand analysis, where demand is viewed 
as a function of price (e.g., Allison, 1981). In modern marketing, a well-established 
concept is that the behavior of consumers is measured not only by price and various 
variables (e.g., product features, publicity, and marketing tools) but also through a 
grouping of those which affect consumer needs that make up the marketing mix. The 
CBA is the entitlement of economic behavior analysis in the context of consumer decision-
making, especially in the background of advanced marketing economies, which seek to 
restore balance through the behavioral strategy and its ability to enhance consumer 
research. It is the only systematic method continued into consumer actions, decision 
making, and marketing from a detailed behavioral viewpoint (Foxall, 2010).  

 
The recent emergence of social commerce has significantly complicated consumer 

behaviors. The current study utilizes social commerce sites as the research space in order 
to discourse the apprehensions regarding the relevance of business behavioral economics 
and everyday actions, expand theoretical descriptions and ideas, and reveal their 
importance. One foremost significant reason why we emphasize social commerce is the 
wealth and enlarged importance in the behavior of modern consumers. The behavioral 
analysis focuses on the behavior of socially important environmental relationships, but 
the functional analysis in digital marketing for consumers is lacking. Another problem is 
the limited impact of functional behavioral economics and experimental behavioral 
analysis in the field of business and consumer behavior (Kunkel, 1987; Woods et al., 2006). 

 
To examine product choices, including preference scores, utility values, and 

cluster stage in the context of social commerce, one can apply the conjoint analysis 
introduced by Green & Rao (1971) to assess non-financial incentives over commercial 
incentives in financial items. Conjoint analysis is a popular method for determining the 
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preferences of consumers in marketing. It is utilized to categorize the consumers’ 
preferences and desire to pay for various product contributions (Green et al., 2001). The 
analysis evaluates each consumer’s utility through ranking various product attributes 
and their equivalent stages/levels (Wittink et al., 1994). This study follows the 
methodology and literature of conjoint analysis to explore fashion purchases on social 
commerce platforms and consumers’ choices. It has examined the consumers’ preferences 
of various attributes considered significant when making decisions about online 
shopping. The analysis of each participant’s utility evaluations follows the analytical 
behavioral tradition, which emphasizes individual behavior and spreads this research 
tradition to analyzing attributes (e.g., pricing and warranty) in social commerce 
marketing. This analysis can be further utilized to measure individual differences of each 
level of various attributes. Finally, only a few studies have used a behavioral economics 
framework to explore online consumer behavior from the behavior analysis viewpoint. 
Accordingly, the current study developed a research question as follows. 

 
RQ: Do marketing-mix factors influence customers’ choices in social commerce marketing 

for fashion clothes? 
 
 

 
Review of Literature 

 
Online Consumer Behavior Analysis 
 

The goal of CBA is to associate the business economic behavior with the science of 
marketing by examining utility and evaluating improvement for chosen functions, 
deploying features and sections of consumers and individualism as an individual 
consumer in terms of behavioral analysis. Unlike the basic research on behavioral 
investigation and economic behavior, the CBA framework provides problems concerning 
a number of control variables, among which direct testing is challenging (Foxall, 2002). 
Nevertheless, much progress has been made in recent years in investigating complicated 
clusters of consumer behavior. 

 
Some of the previous studies have employed a behavioral economic context to 

examine the behavior of online consumers. Researchers identified the influence of 
reduced delay on foraging research of simulated online shopping centers (Rajala & 
Hantula, 2000). This study used foraging concepts and developed the concept to comprise 
human acquisition and consumption in post-industrial principles. Further, Rajala and 
Hantula’s (2000) study was extended by DiClemente and Hantula (2003), who studied 
the influence of extraterrestrial indications on consumers’ concern to time delay. Smith 
and Hantula’s (2003) behavior analysis measured the impact of price on buyers’ 
preferences through a series of tests in five simulated stores. The results showed 
consistency between price effects and delays in consumer preferences. Their study also 
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strongly supported that the price of a product leads to the overall delay in main support. 
Other authors developed a behavioral account of online consumers’ decision making in 
terms of delivery based on the above studies (Hantula & Bryant, 2005). The outcomes 
revealed that the delivery cost of the following day was deducted for the interruption to 
free delivery. These studies, pointing to the disruption in online marketing, 
acknowledged the familiarization of specific consumer choice with the forecast of ideal 
foraging concept and the case of decline of delays. Fagerstrom (2010) presented the theory 
of motivational operations to investigate the motivational influence of previous stimuli 
on online shopping. The consequences show that the motivational operations theory is 
relevant to the examination of the motivational influence of previous stimuli on online 
shopping. In one more research, Fagerstrom et al. (2011) examined brand trustworthiness 
through organizing environmental opportunities in online shopping. The research was 
focused on simulated online stores where contributors bought goods from two different 
online stores. 

  
Following the above studies, Sigurdson et al. (2013) experimentally tested the 

effects of utilitarian and informational e-mail stimuli/situations on conversion rate and 
individual responses of registered consumers interested in children’s books. Utilitarian 
stimulus refers to the reinforcement or punishment that stems from direct usable 
economic benefits or costs. But if such reinforcement or punishment is mediated by a 
social network and has a prestige or status value attached, then it is informational. Based 
on within-subject, direct, and repetitive measures of different versions of e-mail 
marketing on consumer behavior, the study reported a distinction in the roles of 
utilitarian and informational utility/reinforcement on consumer behavior. The 
informational stimuli induced more consumers to open the e-mails, whereas the 
utilitarian stimuli increased consumers’ buying behavior. In addition, the study 
advanced the earlier in-store experiments in terms of behavioral control. It included data 
from individual consumers and groups and more measurements of the behavioral 
sequence leading to direct purchase measurements (e.g., opening, clicking, and buying 
behavior). The findings for individual consumers also showed the importance of 
segmentation, as consumers tended to respond only to particular types of emails 
concerning products that interested them. But many companies tend to send all 
commercial e-mails to all of their registered consumers, which is an ineffective practice. 

 
When CBA arises in the context of online shopping, the literature is constrained to 

the above studies. Similar limitations also hold regarding the knowledge about the social 
effectiveness of online marketing and social commerce in the science of marketing. These 
are presently not as much accepted, but maybe one of the extremely significant marketing 
channels (e.g., Precourt, 2014). 

 
 Thus, this present study focuses on the online marketing mix through social 

commerce and conjoint analysis. It observes that the conjoint analysis technique supports 
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identifying influential attributes quickly and cost-effectively from a behavioral economic 
viewpoint by pricing out all competing attributes for the firm. 

 
Behavioral Economic Analysis of the Online Marketing Mix 
 

Behavioral economics is a branch of economics that combines elements of 
economics and psychology to understand how and why people behave the way they do 
in the real world.  It extends the concepts in the initial behavioral studies and consumer 
studies that influence marketing experts and uses humans as the experimental subjects 
rather than inferior animals (Hursh, 1984). However, these experiments had restrictions 
on the entire marketing mix and only explored the impacts of price on buyer decision-
making in non-natural atmospheres (Foxall, 2007). 

 
 McCarthy (1960) introduced the most powerful marketing model, i.e., the 

marketing mix, also called the four-P model (price, place, product, and promotion). These 
four factors are considered to produce and affect the demand of consumers. The model 
defines what factors the company applies to influence consumer behavior and is 
significant from a behavioral viewpoint because the customer is not part of the marketing 
mix (McCarthy, 1960). This makes the marketing mix an appropriate basis for improving 
and exploring the business behavior economic analysis. From a behavioral point of view, 
the main task of the organization deliberating of the demand side is to determine the 
brand’s stimulus, which is considered to be different stimuli or sets of stimuli (e.g., price 
promotion and packaging) and their values (e.g., time period), which raises the 
probabilities of purchasing the brand or service (e.g., Kotler, 1986; Zeithaml & Bitner, 
2003; Jobber, 2004). Moreover, McCarthy and Perreault (1991) stated that there is more 
order than that signified by the four Ps, but essentially the marketing mix covers "the 
measured factors that the firm uses to meet target audience” (p. 728). According to 
Lauterborn (1990),  all these factors have become four Cs from the consumer viewpoint. 
In his words, the product is interpreted as a customer solution, the price becomes a cost 
to the consumer, the place turns into convenience, and promotion becomes 
communication. 

  
The present study uses conjoint analysis to determine the marketing mix from a 

social viewpoint concerning decision-making effectiveness in social commerce 
marketing. Although the complications of the possibilities involved in the marketing mix 
and social commerce can be prevented or confounded through experimental analysis, the 
current study adopts a methodology that can control the joint impact of economic and 
marketing variables. To explain human activities in an acceptable situation, this study 
expands the dimensions of behavioral economics. It defines an extension of economic 
behavior to know how consumers’ choices of several sets of attributes are rich in the social 
commerce market. We are particularly interested in which economic behavior can go 
further by including the study of complex consumer choices in the natural environment 
of the economic market. Conjoint analysis has been applied to examine the influence of 
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price and other factors of the marketing mix, namely, product (available size and item 
photos), place (channels of orders), and promotion (such as a donation to a good cause). 

 
Behavioral Perspective Model  
 

Over the years, marketing science has de-emphasized the influence of price on 
demand and focused more on other marketing mix elements, such as promotion. On the 
other hand, behavioral economics followed the logic and reasoning governing economics 
and maintained price as the central focus. By using conjoint analysis, one can compare 
different stimuli, the price, and other non-monetary factors within the marketing mix on 
a common economic scale. It also stimulates good choices based on many choice criteria, 
as is most likely the case where social commerce platforms are used for marketing. 

 
Consumer choice is performed within simultaneous reinforcing and punishing 

consequences. Based on the Behavioral Perspective Model (e.g., Foxall, 1998), the 
consequences of consumer behavior include utilitarian and informational reinforcement 
and punishment. It is assumed that virtually all products deliver all these consequences 
in different combinations. The model is descriptive and inductive, and therefore, it is up 
to functional analysis to determine if the effects of increased pricing for product X 
marketed through channel Y and under market condition Z are aversive or reinforcing. 
 
Marketing Mix Attributes and Trade-Offs in Social Commerce 
 

The current research used economic behavior theory to investigate the influences 
of marketing mix constructs on consumers’ decision-making on social commerce sites for 
fashion products. At this point, this study examines the usefulness of each factor, various 
combinations of factors, the rating of each factor, and the business concerning groupings 
or various marketing situations. It is commonly recognized in economics and marketing 
that price can negatively influence demand. Sigurdsson et al. (2010) stated that the price 
would usually have two different influences on the choice of consumers: utility (e.g., 
budgetary constraints) and informativeness (e.g., as a quality signal). In addition, the 
price can negatively influence the behavior of consumers and positively related to the 
product, and further indicates better quality and increases the knowledge and 
effectiveness of the brand. This lack of consistency in the effects of price on consumer 
behavior warrants further empirical studies. Particularly in an online context, price 
becomes a prominent product attribute because consumers cannot try, feel, and touch on 
various online products (e.g., clothes and shoes). This current study examines the 
influences of prices on decision-making and relates them with further marketing mix 
aspects. If price is considered to provide both utilitarian and informational reinforcement, 
an attribute like ”donation to charity,” on the other hand, signals the possibilities for an 
informational reinforcement. This attribute reminds the consumer of buying the product 
also contributing indirectly to a social cause, which can evoke conditioned informational 
feedback, rule-following, or positive feedback from other people on the consumer’s 
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response. This response may lead to the same reactions under similar circumstances in 
the forthcoming situation. 

 
Conjoint Analysis 
 

Conjoint analysis has been used in consumer research for many years (Green & 
Sprinivasan, 1978). Hair et al. (1998) note that the application of conjoint analysis in the 
United States has been paralleled in Europe and other parts of the world. Constructing 
consumer typologies is an enduring challenge of retailing research and frequently centers 
on economic and demographic characteristics. Such research highlights the relatively 
poor understanding of real-life consumer behavior. The word conjoint has to do with the 
notion that the relative values of things considered jointly can be measured when they 
might not be measurable if taken one at a time (Churchill and Iacobucci, 2006). Kotler 
(2000) defines conjoint analysis as a method for deriving the utility values that consumers 
attach to varying levels of a product’s attributes. Using conjoint analysis, researchers 
could better understand the value consumers assign to certain attributes when making 
purchasing decisions in a retail situation. 

 
In conjoint analysis, customer’s preference-estimations towards a set of 

experimental product concepts are used as the input. Hypothetical product concepts are 
presented in the form of a bundle of particular product attributes. Concepts are shown 
on concept cards (Dahan & Hauser, 2002). Based on data gathered from conjoint analysis, 
it is possible to find the utility of the examined product attributes assigned to a particular 
customer to calculate the relative importance of different product attributes (Green &  
Krieger, 1991). Regression can be used to analyze data and determine the part-worth 
utilities for different product attributes (more precisely, to certain attribute levels). Part-
worth utilities are used to determine the relative importance of different product 
attributes to the customer (Green & Krieger, 1991). As customers’ needs and preferences 
usually vary substantially, the conjoint analysis is applied at the individual customer 
level. Every subject’s needs are modeled by an individual utility function.  While the 
functional form of the model is the same for all subjects, the parameters of the function 
(betas) differ. An aggregate model (using one model for all subjects) is also possible but 
likely to mask differences in preferences for different market segments. Therefore, the 
models for individuals or separate market segments are likely to have greater predictive 
validity than aggregate models (Green, Srinivasan, 1990). 

 
Specifically, the conjoint analysis relies on the ability of respondents to make 

judgments about stimuli. These stimuli represent some predetermined combinations of 
attributes, and during a laboratory experiment, respondents are asked to make 
judgments about their preferences for various attribute combinations. The basic aim, 
therefore, is to determine the features they most prefer. Therefore, a conjoint study 
centers around certain attributes of products or services and various levels within each 
attribute.  In a real-life situation, respondents may find it difficult to indicate which 
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attributes they prefer and how they combined them to form their overall opinion. The 
value of conjoint analysis is that it estimates how much each of these attributes is valued. 
For example, given a pair of utility-price functions, f(x1,y1) and f(x2,y2), a researcher can 
use linear interpolation equation (Rao, 2014, p. 15) to find the new price of Y given the 
utility value increment of x and the price increment of y. The formulas are illustrated 
below. 

y = (
𝑥−𝑥1

𝑥2−𝑥1
) (y2 - y1) (1) 

Y = y1+ y = y1+ (
𝑥−𝑥1

𝑥2−𝑥1
) (y2 - y1) (2) 

where Y = new price 
y = price increment 
x = utility value increment 
x1 = utility value for the price of y1. 
x2 = utility value for the price of y2. 
 
 
 

Research Methods 
 

Respondents and Selection of Product 
 

The present study was directed to the three most important fashion stores with the 
strongest presence and largest audience on Facebook in India, i.e., Lifestyle, Pantaloons, 
and Reliance (see Appendix B for their total fans). All three online stores provided the 
pictures used in this study (see Appendix C for website screens). The respondents were 
randomly chosen from the student population because they are the main consumers of 
online vendors and the products (fashion products such as dresses). The study sample 
included 103 students (35 male and 68 female) from central universities in India. Based 
on their age, the respondents were categorized into four groups (<25, 25-30, 31-35, 
and>35), of which 69 were in the 25-30 age group. The demographic data consist of 
gender, age, and stream. In addition, online behavior information questions (e.g., How 
many hours do you spend visiting social commerce accounts? How often do you check 
your social commerce account every week? Do you purchase a product on Facebook 
within six months?) were also included. The target product of the present research was 
fashion clothing (i.e., dresses) presented on the Facebook pages of Lifestyle, Pantaloons, 
and Reliance. 

 
Research Plan 
 

A vital step of conjoint analysis is the choice of product attributes. If the attributes 
selected do not project the actual attributes that are important to consumers, the findings 
from conjoint analysis will not be valid. Therefore, prior to planning the research, a 
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discussion with online buyers was directed to recognize the key attributes of online 
shopping. After the interview, seven attributes and their associated levels were 
identified. Table 1 shows that the price, order channels, delivery charges, and photo 
displays have three levels; the available sizes, the charity of donation, and the warranty 
have two levels. It is assumed that the different attribute levels have a varying influence 
on consumer buying behavior. The total number of product profiles was 648 
(3×3×3×3×2×2×2 = 648) with seven attributes and the corresponding levels. As it was a 
challenge for 103 respondents to rate the 648 product profiles, an orthogonal method was 
applied to decrease the unique set of 648 to 18 product profiles (Green & Srinivasan, 
1978). Another 15 product profiles formed for simulation determinations were not 
accessible to the respondents (see Table 2). The study presumes that the respondents were 
buying a dress via a Facebook page. 

 
The main effect model was used in designing and implementing the conjoint 

analysis. In this model, by totaling the value of every stimulus, the respondent obtains a 
total value for the grouping. Based on this technique, the respondents were required to 
estimate a series of stimuli used by this study. This method provides practicality and 
decreases the chance of judgment on using the fractional factorial design.  The design is 
a method that uses only a subset of the possible stimuli to estimate the results according 
to the assumed composition rule (Hair et al., 1998).  

 
Table 1: Attributes and Levels of Stimulation Cards 

Attributes Levels 

Price* 1. Rs. 1000 

2. Rs. 1500 

3. Rs.  2500 

Order channels 1. via e-mail 

2. via the online website 

3. via phone 

Delivery 
charges* 

1. Free delivery 

2. Pick up from the store 

3. 100-200 Rs 

Photo 
displays 

1. Front image 

2. Front and back image 

3. 360-degree view 

Sizes available 1. Available 

2. Not available 

Donations 
to charity 

1. Yes 

2. No 

Warranty 1. With it 

2. Without it 
* Amount in Indian Rupees (Rs.). 
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Process 
 

The present study showed 18 online shopping conditions (stimulus cards) to the 
participants for evaluation, and these cards were presented with visual pictures. Then, 
the participants were asked to rate them based on the product they would buy on the 
Facebook page. In this study, visual stimuli were presented instead of a traditional oral 
explanation of the products and their attributes, so 18 stimulus cards were developed 
with the levels of the fractional factorial design. Each card corresponds to a product’s 
profile of attributes. In addition, the actions such as comments, likes, and shares were 
considered among all the cards. Finally, the dependent variable was definite through 
determining the respondent’s probability of buying over Facebook. The current study 
used a 5-point Likert scale (“1”=very unlikely to ”5”= very likely). 
 

Table 2: Factorial Plan Applied to Make Stimulus Cards 

Attributes and Profiles of Cards 

Stimulu

s card 

Price Order 

channels 

Deliver

y 

charge 

Image 

displays  

Size 

available 

Charity Warranty 

1 1 1 1 1 2 2 1 

2 1 3 1 2 2 1 2 

3 1 1 2 1 2 1 2 

4 2 3 3 2 2 2 2 

5 1 1 3 1 1 2 2 

6 3 3 2 1 2 2 1 

7 2 1 2 2 1 2 2 

8 2 2 1 1 2 1 2 

9 1 2 3 2 2 2 1 

10 2 1 1 3 2 2 1 

11 3 1 1 2 1 1 1 

12 1 1 2 3 1 1 1 

13 3 1 3 3 2 1 2 

14 1 3 1 3 1 2 2 

15 1 1 1 1 1 1 1 

16 3 2 1 1 1 2 2 

17 3 3 1 3 2 2 2 

18 3 1 2 3 2 1 1 
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Analysis 
 

The main model of conjoint analysis used for the ri response of ith card from a 
subject is 

ri = β0 + ∑  
𝑝
𝑗=1 UjKji (3) 

where UjKji = utility (part-worth)  
Kji = measure of the jth factor on the ith card 
 
Preferences of consumers were shown utilizing the part-worth utility value (Green 

& Srinivasan, 1978). It states that 
 

sk = ∑  𝑡
𝑝=1 fp (ykp) (4) 

where sk = preference for a stimulus card at kth level  
fp = part-worth function of k different levels of the stimulus card ykp of pth attribute. 
 
In preparation, fp (ykp) is assessed at two or three levels for ykp, by the part-worth of 

intermediate ykp achieved by linear interpolation. 
 
The rank of a product attribute related to the others can be estimated based on the 

utility associated with the single performance level of this particular attribute, using the 
following equation (Green & Srinivasan, 1978). 

 

Op= 
(𝑢𝑝−𝑢𝑝  )

∑ (𝑚𝑎𝑥 𝑢𝑝
𝑡
𝑝=1 − 𝑚𝑖𝑛 𝑢𝑝)

 (5) 

where op = relative importance of the product attribute  
max up = utility of the most preferred level of attribute  
min up = utility of the least preferred level of attribute 
 
 
 

Results 
 

A discrete model shows that no assumption is for the association among the 
attributes and their consistent utility. Table 3 demonstrates the utility estimate and 
importance score of the attributes. It also shows a reverse relationship between utility 
and price—a higher price leads to lower utility. This reverse utility association applies to 
other attributes,  such as delivery charges, sizes available, photo displays, charity, and 
warranty. Consistency is the basic influence, and the values of the other attributes 
contrast with that value (4.147) in a positive or negative sense.  This study reveals that 
prices acquired the maximum impact on general choice by importance score of 18.583 
followed by delivery charges (18.161), photo displays (17.929), order channels (17.481), 
size available (10.223), and warranty (9.596), as shown in Table 3. Charity (8.027) has the 
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minimum impact on overall preferences. Table 4 shows the correlation values among 
estimated and observed preferences (Pearson’s r = 0.849), and Figure 1 shows partial 
estimates of the utility of all customers for the seven attributes and the corresponding 
levels. This depicts that the seven attributes and their corresponding levels have a varying 
influence on the buying decision of participants. Table 3 shows that the price of Rs. 1000 
generates more value for a consumer. Utility estimates were considered to find the 
importance of attributes at each level. 

 
Table 3: Conjoint impact estimate and relative importance of attributes 

Attributes Levels Utility 

Estimated 

Std. Error Importance 

Score a 

Price 1000 Rs. 0.102 0.055 18.583 

1500 Rs. 0.056 0.055 

2500 Rs. -0.046 0.055 

Order channels Via e-mail 0.030 0.055 17.481 

Via online website -0.020 0.055 

Via phone -0.010 0.055 

Delivery 

charges 

Free delivery 0.070 0.055 18.161 

Pick up from the store 0.060 0.055 

100-200 Rs. -0.131 0.055 

Size Available 0.089 0.041 10. 223 

Not available -0.089 0.041 

Photo displays Front view -0.062 0.055 17.929 

Front and back view 0.030 0.055 

360-degree view 0.032 0.055 

Donations to 

charity 

Yes 0.003 0.041 8.027 

No -0.003 0.041 

Warranty With it 0.002 0.041 9.596 

Without it -0.002 0.041 

Constant  4.147 0.045  
a Averaged importance score. 

 
 

Table 4: Correlations between observed and estimated preferences 

Correlations a 

 Value Sig. (p) 

Pearson’s r .849 .000 

Kendall’s tau .616 .000 

Kendall’s tau for holdouts .271 .082 
a Correlations between observed and estimated 
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Besides the 18 combinations of product attributes that the respondents ranked, the 

other 15 product attributes combinations were formed for purchase simulation. Table 5 
shows the preference probabilities for each of the 15 simulation profiles, and the most 
important profile was forecasted. This study used the maximum utility model for the 
preference probabilities of stimulus cards. The probability is computed with the 
proportion of the forecasted number of participants selecting a card to the total number 
of participants. For individual participants, the forecasted preference is the card with the 
maximum utility value.  The Bradley-Terry-Luce (Bradley & Terry, 1952; Luce, 2005) and 
logit models identify the stimulus cards‘ utility values. Bradley-Terry-Luce model 
calculated the preference probability of a participant as a proportion of the utility value 
of a card to that for all stimulus cards and averaged over each respondent (Green & Rao, 
1971; Green & Srinivasan, 1971; Nagle et al., 2010). The logit model uses natural log as an 
alternative to the utility to calculate probability values. These three models showed that 
the first stimulus card would be most important and preferred across the 103 respondents 
in this research (for a complete list of cards, see Appendix A) 

 
Table 5: Preference Probabilities for Simulation Purposes 

Card 

Number 

Maximum Utility 

a 

Bradley-Terry-

Luce 

Logit 

1 49.0% 10.1% 23.4% 

2 20.4% 9.1% 13.1% 

3 5.2% 9.0% 10.2% 

4 2.3% 6.2% 6.3% 

5 2.8% 6.3% 5.5% 

6 0.2% 4.8% 3.1% 

7 4.3 % 7.1% 7.3% 

8 3.5 % 6.3 % 5.2% 

9 0.2% 5.0% 2.7% 

10 1.7% 4.6% 3.2 % 

11 0.1% 4.0% 1.8% 

12 0.2% 2.5% 1.9% 

13 0.5% 3.8% 1.8% 

14 0.0% 3.1% 1.0% 

15 0.0% 1.7% 1.3%  
a Includes tied simulations. 
b Bradley-Terry-Luce and Logit models used 47 out of 103 respondents as all of 

these have non-negative scores. 
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Application of the Study 
 

The main benefit of conjoint analysis is to assist managers in pricing (Rao, 2014). 
The utility attributes can improve the value proposition of Lifestyle, Pantaloons, and 
Reliance stores, where modifying the various attributes can produce the greatest or 
poorest outcomes for the business. Therefore, to find how much consumers prefer one 
attribute over the others, this study used trade-off analysis with part-worth utilities. The 
utility table clearly shows that the main attribute is the price, followed by delivery 
charges and photo displays. Green and Rao (1971) recognized that the best price of a 
product is the key purpose of market research tools, such as conjoint tasks and pricing 
surveys. In the next section,  two cases are stated. The first case represents the trade-off 
estimate between price and delivery charges. This case discusses how much customers 
pay when free delivery is provided; to put it another way, if free delivery is provided, 
how much the price can be raised. The second case shows the trade-offs between prices 
and photos. This study identifies how much the buyer can pay or how much the price 
can be increased when a 360-degree image is displayed. 
 
 
Case 1 

 
In this case, we explore two conditions: 
 
Condition 1: Price at Rs.1000 (utility=0.102), order via e-mail (0.030), delivery 

charges from Rs 100 to 200 (-0.131), size available (0.089), a 360-degree view (0.032), a 
donation to charity (0.003), and with a warranty (0.002). 

 
Total utility = 0.102+ 0.030 -0.131 + 0.089 + 0.032 + 0.003 + 0.002 = 0.127 
 
Condition 2: Price at Rs.1000, order via email, free delivery, sizes available, a 360-

degree view, a donation to charity, and with a warranty. 
 
Total utility = 0.102+ 0.030  + 0.070 + 0.089 + 0.032 + 0.003 + 0.002 = 0.328 
 
This denotes an increase in utility of 0.201 (=0.328-0.127) over an identical product 

by 100 to 200 Rs. delivery charges. This indicates that the utility of the price decreases by 
0.201, and the customer would purchase the product before the free delivery is provided. 
The product price in both conditions is 1000 Rs, and its utility is 0.102. The price utility 
has decreased by -0.099 (0.102-0.201). In Table 3, this 0.102 utility indicates a price 
between 1500 Rs. and 2500 Rs. (-0.046 <-0.099 <0.056). Implementing a linear association 
between utility and price, between 1500 Rs. and 2500 Rs., the specific price of this series 
can be estimated by applying the linear interpolation formula (2) explained earlier. 
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Y = y1+ (
𝑥−𝑥1

𝑥2−𝑥1
) (y2 - y1) (2) 

Where Y = new price 
y = price increment 
x = utility value increment 
x1 = utility value for the price of 1500 Rs. 
x2 = utility value for the price of 2500 Rs. 
y1 = 1500 Rs. 
y2 = 2500 Rs. 
 

New price = 1500 + ( 
−0.099 −0.056

−0.046 −0.056
) (2500-1500) =3019.608 Rs. ≈ 3020 Rs. 

 
This indicated that the price of the product could be increased from Rs. 1000 to Rs. 

3020 if free delivery is offered 
 
 

Case 2 
 
Like case 1, in this case, we explore two conditions: 
 
Condition 1: Price at Rs 1000, order via email, free delivery, sizes available, 360-

degree view, a donation to charity, and with a warranty 
 
Total utility = 0.102 + 0.030 + 0.070 + 0.089 + 0.032 + 0.003 + 0.002 = 0.325 
 
Condition 2: Price at 1000 Rs., order via email, free delivery, sizes available, a front 

view, a donation to charity, with a warranty, and with a warranty 
 
Total utility = 0.102 + 0.030 + 0.070 + 0.089-0.062 + 0.003 + 0.002 = 0.234 
 
This indicates an increase in utility of 0.091 (=0.325-0.234) over an identical product 

with a front view. This represents that the utility of the price can decrease by 0.091. The 
product price in both conditions is 1000 Rs, and its utility is 0.091. The price utility is 
decreased by 0.011 (0.102-0.091). Table 3 shows that this 0.011 utility is located between 
the prices of 1500 Rs. and 2500 Rs. (-0.046 <-0.011 <0.056). Thus, the new price can be 
calculated using the previous equation: 

 

New price =1500 + ( 
−0.011 −0.056

−0.046 −0.056
) (2500-1500) =2156.863 Rs. ≈ 2157 Rs. 

 
Therefore, if a 360-degree view of a product photo is displayed, the price can be 

raised from 1000 to 2157 Rs. Thus, these two cases demonstrate that free delivery and 360-
degree view are significant attributes to customers. 
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Discussion 

 
Social commerce has changed the mode of customer service and purchase. It 

provides a facility for sharing knowledge and experience with others. However, social 
commerce consists of complex contingencies and behavior that are not all amenable 
directly to experimental analysis. In addition, it is still the least understood platform of 
marketing in terms of decision-making and management. Concerning the social 
commerce environment and its influence on the behavior and performance of customers, 
experimental control is needed from a behavioral analytical perspective. Therefore, this 
study revealed the opportunities that conjoint analysis could suggest for behavioral 
economic study. In this study, we applied conjoint analysis on customer preferences for 
a fashion vendor using Facebook as a tool of its promotion and trading structure. It 
evaluated consumer choices for various marketing attributes by engaging them on a 
comparable price scale and evaluating non-monetary stimuli such as delivery charges, 
order channels, sizes available, photo displays, charity, and warranty. 

 
This current research aimed to examine the influence of key attributes and their 

impacts on online customer preferences in a social commerce environment. The outcomes 
of the conjoint analysis revealed that price was the main driver in online shopping for 
consumers, followed by warranty, delivery charges, order channels, photo displays, and 
sizes available. Surprisingly, charity donation was the least important attribute.  Further, 
this study revealed a reverse relationship of utility with price and delivery charges. That 
is, the higher the price and delivery charges, the lower the utility.  

  
According to the behavioral perspective model, the price was regarded as a useful 

stimulus because it indicates an economic benefit: the lower the price, the higher the 
utility. The current research confirms this association. Furthermore, attributes like 
delivery charges, photo displays, sizes available, the channel of order, and warranty are 
also beneficial stimuli observed in this study, which supports the behavior economic 
analysis for decision making in marketing. 

 
 
 

Theoretical Implications 
 

From a theoretical perspective, the current research addressed conjoint analysis 
techniques on Facebook users’ choice making in online shopping. It included consumer 
preferences for various marketing characteristics and engaged consumers in a similar 
price share and non-monetary incentives (i.e., order channels, photo displays, delivery 
charges, sizes available, warranty, and charity). The outcomes of the conjoint analysis 
revealed that price was the main driver in the online shopping zone for consumers, 
followed by warranty, delivery charges, order channels, photo displays, and sizes 
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available. Further, a  reverse relationship was found between price and utility.  A higher 
price leads to lower utility. Based on these findings, this study offers suggestions for 
social commerce practitioners, trainers, and educators in developing social commerce 
sites. The researchers are optimistic that these findings can help the developers and 
designers of social commerce sites, pages, and applications generate value that benefits 
users and accomplish certain goals of establishing social commerce sites.  After these 
advantages are gained, revisiting these sites in the future can be converted into an 
optimistic behavior. To achieve effective external communication on social commerce 
sites, managers should confirm that a regular user‘s efficacy is high while he or he is on 
the social commerce sites. Also, managers should be careful with the valuable and 
significant information for a continuing relationship as a positive intention developed by 
the user. 

 
 
 

Practical Implications 
 

Consistent with the systematic emphasis of behavior on individualization and the 
growing importance of marketing, we have demonstrated partial utility scores from 
individual customers created on varied involvements for choices with testing conditions. 
The study discoursed the role of conjoint analysis in effective pre-testing of direct 
measures on online behavior through multivariate examination and suggestions as a 
decision-making tool in managerial economics. One of the conclusions from the study is 
that it is possible and useful to perform conjoint analysis in behavioral economics to filter 
out interesting marketing contingencies that need to be explored further with more direct 
experimentation. Conjoint analysis is a fast, relatively inexpensive method to measure 
individual consumer preferences. It helps uncover real or hidden drivers, which may not 
be apparent to respondents themselves. Through the experiment, we explored conjoint 
analysis to understand consumer preferences from a behavior standpoint, which can then 
be used for multivariate analysis on a real-world scenario. Therefore, by studying various 
attributes significant to consumers in an online environment, retailers could reduce 
escape behavior and try to maximize or shape observational patterns and the time the 
consumer spent viewing the different attributes. This research stream is critical in 
establishing additional methodological grounds for explicating operant behavioral 
economics, social media marketing, and consumer analysis. 

 
 

 
Limitations and Suggestions for Future Research 

 
However, this study has a few limitations. Primarily, as the survey was conducted 

among students from central universities in India, the outcomes should be carefully 
interpreted, particularly the generalizability of social commerce users as a whole. Next, 
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social commerce sites are well-liked and admired when it comes to marketing products 
and services. Hence, the data collected from social commerce users may be biased.  Future 
studies can examine data from other social commerce sites outside India, such as 
Facebook, Google, YouTube, or Twitter.  The results can be compared with those from 
this study to identify significant differences. 
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Appendix A 

Table A1: The 33 stimulus cards used in the study.  
Card 
ID 

Price Order 
channels 

Delivery 
charges 

Photo 
displays 

Size 
available 

Donation 
to Charity 

Warranty 

1 500-1500Rs. Via e-mail Free delivery Front 
view 

Not 
available 

No With it 

2 500-1500Rs. Via phone Free delivery Front and 
back view 

Not 
available 

Yes Without it 

3 500-1500Rs. Via e-mail Pick up from 
the store 

Front 
view 

Not 
available 

Yes Without it 

4 1500-
2500Rs. 

Via phone 100-200 Rs. Front 
view 

Available Yes With it 

5 500-1500Rs. Via e-mail 100-200 Rs. Front 
view 

Available No Without it 

6 Above2500 
Rs. 

Via phone Pick up from 
the store 

Front 
view 

Not 
available 

No With it 

7 1500-2500 
Rs. 

Via e-mail Pick up from 
the store 

Front and 
back view 

Available No Without it 

8 1500-2500 
Rs. 

Via online 
website 

Free delivery Front 
view 

Not 
available 

Yes Without it 

9 500-1500Rs. Via online 
website 

100-200 Rs. Front and 
back view 

Not 
available 

No With it 

10 1500-2500 
Rs. 

Via e-mail Free delivery 360-
degree 
view 

Not 
available 

No With it 

11 Above2500 
Rs. 

Via e-mail Free delivery Front and 
back view 

Available Yes With it 

12 500-1500Rs. Via online 
website 

Pick up from 
the store 

360-
degree 
view 

Available Yes With it 

13 Above2500 
Rs. 

Via e-mail 100-200 Rs. 360-
degree 
view 

Not 
available 

Yes Without it 

14 500-1500Rs. Via phone Free delivery 360-
degree 
view 

Available No Without it 

15 500-1500Rs. Via e-mail Free delivery Front 
view 

Available Yes With it 

16 Above2500 
Rs. 

Via online 
website 

Free delivery Front 
view 

Available No Without it 

17 Above2500 
Rs. 

Via phone Free delivery 360-
degree 
view 

Not 
available 

No Without it 

18 Above2500 
Rs. 

Via e-mail Pick up from 
the store 

360-
degree 
view 

Not 
available 

Yes With it 

19 500-1500Rs. Via online 
website 

Free delivery 360-
degree 
view 

Available Yes With it 



Kaur & Kumar / Journal of Business and Management, 27(2), September 2021, 109-132. 

 

130 

20 1500-2500 
Rs. 

Via online 
website 

Free delivery 360-
degree 
view 

Available Yes With it 

21 17000 Rs. Via online 
website 

Free delivery 360-
degree 
view 

Available Yes With it 

22 500-1500Rs. Via online 
website 

100-200 Rs. Front and 
back view 

Available No With it 

23 1500-2500 
Rs. 

Via online 
website 

100-200 Rs. Front and 
back view 

Available No With it 

24 Above2500 
Rs. 

Via online 
website 

100-200 Rs. Front and 
back view 

Available No With it 

25 500-1500Rs. Via e-mail Pick up from 
the store 

Front 
view 

Available Yes Without it 

26 1500-2500 
Rs. 

Via e-mail Pick up from 
the store 

Front 
view 

Available Yes Without it 

27 Above2500 
Rs. 

Via e-mail Pick up from 
the store 

Front 
view 

Available Yes Without it 

28 500-1500Rs. Via phone Pick up from 
the store 

Front and 
back view 

Not 
available 

No Without it 

29 1500-2500 
Rs. 

Via phone Pick up from 
the store 

Front and 
back view 

Not 
available 

No Without it 

30 Above2500 
Rs. 

Via phone Pick up from 
the store 

Front and 
back view 

Not 
available 

No Without it 

31 500-1500Rs. Via phone 100-200 Rs. Front 
view 

Not 
available 

No Without it 

32 1500-2500 
Rs. 

Via phone 100-200 Rs. Front 
view 

Not 
available 

No Without it 

33 Above2500 
Rs. 

Via phone 100-200 Rs. Front 
view 

Not 
available 

No Without it 

Note: Numbers 1 to 18 cards were utilized in the experimental design, and numbers 19 to 33 were utilized 
in purchase simulation. 
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Appendix C 
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