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Abstract

Selling fair-trade products can be problematic because of their higher price when compared with conventional alternatives.
We propose that one way to solve this problem is to make consumers aware of the benefits of fair-trade. To this end, we
perform three experimental studies to show that partitioned pricing (PP), which explicitly displays fair-trade as a separate
price component, increases consumers’ purchase intention toward the fair-trade product. This effect can be explained by
increased perceptions of price fairness, which itself is mediated through transparency (but only if an additional verbal jus-
tification of the fair-trade price component is present). In the absence of such a verbal justification, recalled prices instead
of transparency explain the positive effect of PP on consumers’ purchase intentions. Interestingly, boundary conditions of
this effect barely exist. Our incentive-aligned study illustrates that PP is associated with a 20% increase in purchases of fair-
trade products. The results demonstrate an opportunity to increase the market share of fair-trade products, which increases
social welfare and sustainability.

Keywords Fair-trade products - Partitioned pricing - Fairness - Purchase intention - Attitude—behavior gap - Price premium

Problem Statement and Research Idea

The fair-trade movement aims at promoting societal well-
being by establishing prices for products that allow for living
wages for workers (Fair-Trade Foundation, 2021a). Consum-
ers have shown growing interest in purchasing products with
such features (Andorfer & Liebe, 2012; De Pelsmacker &
Janssens, 2007; Howard & Allen, 2008; Stratton & Werner,
2013). For example, worldwide revenues for fair-trade prod-
ucts increased by 1184% from 2004 to 2018 (Statista, 2018);
for comparison, worldwide revenues for the general conveni-
ence food market predictably will increase by 161 from 2012
to 2025 (Statista, 2021), illustrating a strongly increasing
demand. In this context, the Fairtrade International label
is one of the most common and recognized ethical labels
internationally (Fair-Trade Foundation, 2021b).
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However, research on ethical consumption still shows an
attitude—behavior gap among consumers: They value ethical
motives but do not behave accordingly (Andorfer & Liebe,
2012; De Pelsmacker & Janssens, 2007; Johnstone & Tan,
2015). Hence, an unmet market potential remains for fair-
trade products, likely because they are often more expensive
than conventional alternatives (Bissinger, 2019; Marconi
et al., 2017). The price difference is one major reason con-
sumers do not purchase such products (Cailleba & Casteran,
2010; Gleim et al., 2013), despite their benefits.

We, therefore, postulate that a problem in selling fair-
trade products is not the absence of a reason to buy, even
at a higher price. Instead, it might be whether and how the
benefits of fair-trade products—attributes that matter to
many consumers—are communicated. The core of such a
communication is the applied pricing tactic itself. It is sur-
prising that fair-trade product prices are usually displayed
as “combined pricing” (CP); that is, the product’s total price
is listed without specifying any price component (Voester
et al., 2017). We posit that partitioned pricing (PP), or divid-
ing “the total price of an offering into two or more manda-
tory price components to generate favorable buyer response”
(Voester et al., 2017, p. 880), can help communicate over-
looked benefits to consumers (Bertini & Wathieu, 2010).
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Applied to our case, PP would involve making a fair-trade
price component explicit (by splitting the total price into
a base price and a fair-trade price component). Although
the price difference between fair-trade and conventional
products would remain the same, changing the price format
from CP to PP would highlight the fair-trade price compo-
nent, thereby reminding the consumer of a valuable product
attribute (Bertini & Wathieu, 2008) and at the same time
justifying the price difference from the conventional alter-
native. Moreover, consumers would perceive the price as
more transparent (Hanna et al., 2019) and fair (Xia et al.,
2004). Thus, with PP, fair-trade products could potentially
sell more effectively in direct comparison to their conven-
tional alternatives.

Surprisingly, the few studies that investigate consum-
ers’ purchase decisions regarding fair-trade products fail
to explicitly investigate the role of pricing (Andorfer &
Liebe, 2012), although research shows ample support for
the prominent role of prices in predicting consumer behav-
ior in general (Allard & Griffin, 2017; Haws et al., 2020).
Therefore, the aim of this article is to investigate the role of
price format (PP vs. CP) in increasing consumers’ purchase
intentions towards the fair-trade product when consumers
compare it with a conventional alternative. A sequence of
empirical studies establishes this effect and explains it by
perceptions of transparency and price fairness. We also rule
out alternative explanations related to the pricing format of
the conventional alternative and check for potential bound-
ary conditions (e.g., purchase frequency in the fair-trade
category). Finally, we test for external validity.

The next section presents the related literature in detail.
This overview also identifies research gaps, which our
research aims to fill.

Research at the Intersection of Fair Trade
and Pricing’

We adopt an economical approach for investigating con-
sumer behavior in fair-trade consumption (Andorfer &
Liebe, 2012). Accordingly, consumers, in comparing pur-
chase alternatives, look at the respective benefits and prices.
Importantly, this approach does not require the assumption
of rationality; instead, both the perception of a product’s
benefits and its price are subjective and can be influenced
(e.g., through advertising, framing, pricing). The highlight
of the research idea is that an explicit price component
(which actually represents a monetary sacrifice) can draw

! This section focuses on consumers’ perception of fair-trade prices.
We refer the reader to Andorfer and Liebe (2012) and Moore (2004)
for general overviews.
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attention to a subjectively perceived product benefit and
therefore even increase the value of the product (as the dif-
ference between benefit and price) over an alternative.

The price difference between fair-trade and conventional
products is a major barrier and predictor for fair-trade pref-
erence and choice, as it decreases the fair-trade product’s
(perceived) value (Basu & Hicks, 2008; Benson & Connell,
2014; Cailleba & Casteran, 2010; Cranfield et al., 2010). The
price difference thus represents a competitive disadvantage
(Ingenbleek, 2015; Johnstone & Tan, 2015), especially when
consumers do not understand it (Moser, 2015). Howard and
Allen (2008) show that increasing the fair-trade price for
strawberries on top of a reference price of $1.50 by 3.33%
($0.05) to 100% ($1.50) decreases consumers’ willingness to
pay (WTP) from 87.4% to less than 35%. Yang et al. (2012)
measure consumers’ willingness to pay a premium for fair
trade coffee, starting from a regular price of $3. They show
that more than 40% are willing to pay up to 15% more for
fair trade, while only 4% would pay a price differential of
70% or more. Loureiro and Lotade (2005) illustrate that
increasing fair-trade coffee price (0-12%) over reference
price of $6.5/1b. decreases consumers” WTP as well.

At the same time, labelling a product “Fair-Trade”
increases the product’s value (Campbell et al., 2015; Cran-
field et al., 2010), again reflecting the conflict between ben-
efit and price. For example, research shows that consum-
ers are in fact willing to pay between $0.22/1b. and $1.40/
Ib. over a given reference price for fair-trade coffee (Her-
tel et al., 2009; Loureiro & Lotade, 2005; Trudel & Cotte,
2009), 22% more for a cup of fair-trade coffee (Yang et al.,
2012), $0.10/3.5 oz. for fair-trade chocolate, and $0.24/2 1b.
for fair-trade bananas (Rousu & Corrigan, 2008).

On average, research shows that consumers are willing to
pay a higher price up to 10% (€0.19/0.5 kg, reference price:
€1.87) for fair-trade coffee (De Pelsmacker et al., 2005a,
2005b). Unfortunately (e.g., for chocolate), this is often
smaller than the actual price charged (Didier & Lucie, 2008),
which only the minority of consumers is willing to pay (De
Pelsmacker et al., 2005a, 2005b). Hence, typical price dif-
ferences of 14% (and more) for fair-trade coffee (€11.67/
Kg conventional coffee, €13.32/Kg for the fair-trade cof-
fee) may be perceived as moderately overpriced (Cailleba
& Casteran, 2010; Wathieu & Bertini, 2007). If the price
difference exceeds 15% over the base price of a product with
no fair-trade message, consumers’ willingness to buy the
fair-trade product decreases further (Rashid & Byun, 2018).

This finding is consistent with studies that investigate
negative feelings towards fair-trade products, given their
price differences over conventional alternatives—result-
ing in reduced purchase likelihood. For example, the per-
ceived lack of information about fair-trade products and the
price difference are obstacles for ethical consumption, as
they increase consumers’ uncertainty and skepticism about



Increasing Consumers’ Purchase Intentions Toward Fair-Trade Products Through Partitioned... 1017

the product (De Pelsmacker & Janssens, 2007; Pedregal &
Ozcaglar-Toulouse, 2011; Uusitalo & Oksanen, 2004).

In summary, extant literature has established the fair-trade
price premium as a major barrier to consumer purchase (for
an overview, see Appendix 2), which also (at least partly)
explains the attitude—behavior gap. Still, the fair-trade attrib-
ute does offer benefit to consumers. However, extant litera-
ture has failed to offer strategies to mitigate the negative
effects of higher fair-trade prices. In particular, we observe
a lack of strategies that would explain or justify the price
difference by activating the general willingness to engage
in more ethical consumption. Therefore, this article’s main
contribution is to suggest and investigate such a strategy that
is located at the core of the problem and at the same time
acts as a communication tool: a pricing tactic (PP) that ena-
bles the retailer to communicate the fair-trade related benefit
to the consumer, so that ultimately consumers evaluate the
fair-trade product more positively.

Hypothesis Development

Various theories have been suggested to explain effects
of price format (PP vs. CP) on consumers: anchoring and
adjustment theory, cost—benefit framework, prospect theory,
and attribution theory (Voester et al., 2017). Anchoring and
adjustment theory suggests that the bigger price component
serves as an anchor, and the additional price component(s)
are incorporated insufficiently, leading to an underestimation
of the total price and improved price perceptions (Morwitz
et al., 1998; Yadav, 1994). The cost-benefit framework sug-
gests three strategies to process PP information: consumers
can (1) recall the total price correctly (i.e., they integrate
the price component(s) and the product price), (2) recall a
lower price (i.e., they use the product price as an anchor and
then heuristically adjust the price upwards), or (3) recall just
the product price (i.e., they ignore the price component(s)
completely) (Morwitz et al., 1998). This leads to neutral
price perceptions for (1) and improved price perceptions
(anchoring and adjustment theory) for (2) and (3). Prospect
theory (Kahneman & Tversky, 1979) suggests that prices are
typically perceived as a loss, such that multiple price com-
ponents represent multiple losses (i.e., monetary sacrifice),
which favors CP over PP (Voester et al., 2017).

These theories represent an insufficient fit with our main
argument: fair-trade offers a benefit to consumers instead of
just an additional monetary sacrifice. The best fit instead is
attribution theory (Weiner, 1986); it claims that “[c]onsum-
ers strive to understand the reason for the existence of a
[price component]. PP offers will be perceived differently
depending on which causes consumers attribute to the occur-
rence of a [price component] and the behavior of the seller
imposing it” (Voester et al., 2017, p. 888): namely, positive

or negative (Koukova et al., 2012; Sheng et al., 2007). By
attribution, the “[e]valuation of PP offerings can be more or
less favorable than CP offerings depending on perceptions
of the underlying reason for the appearance of the [price
components]” (Voester et al., 2017, p. 888): profit [negative;
Xia et al. (2004)] vs. external factors [e.g., benefit, positive;
Bambauer-Sachse and Mangold (2010)].

When consumers compare alternative products for pur-
chase, the economic approach suggests that they do so based
on the alternatives’ respective benefits and prices. The fair-
trade product is usually more expensive than a conventional
alternative. Therefore, consumers’ purchase intentions will
depend on their assessment of the additional benefit (that
emerges through the fair-trade attribute), given the price dif-
ference. Importantly, studies show that consumers do value
fair-trade as a product attribute (e.g., Basu & Hicks, 2008);
however, other studies show that the price difference is a
major barrier for consumers to decide in favor of the fair-
trade product (e.g., Cranfield et al., 2010).

Consequently, attribution theory applied to our context
suggests that PP, compared with CP, helps consumers under-
stand the higher fair-trade price better and increase their
purchase intentions towards the fair-trade product:

H1 The relative purchase intention for the fair-trade product
(compared with the conventional alternative) is higher with
PP than with CP.

To test the underlying mechanism of H1, we must deter-
mine whether consumers indeed attribute a positive reason
to the higher price of the fair-trade product—that is, whether
their attitude improves as a consequence of PP. “Attitude” is
a key term here: it relates to a category mentioned in Voester
et al., and and's (2017, p. 894) organizing framework. The
previous argumentation suggests that consumers understand
the price difference (between the fair-trade product and the
conventional alternative) better under PP, resulting in a posi-
tive evaluation of that price difference.

In this context, perceived fairness of the price difference
has received particular attention. It is a sensitive topic in
the context of price evaluation (Xia & Monroe, 2004) and
especially important in our research context, as it requires
an understanding of fairness in trade (McMurtry, 2009; Rios
et al., 2015). People have many definitions of fairness (Lyn
Cox, 2001), and literature shows that even when people have
difficulty articulating what “fair” is, they still experience
unfairness (Xia et al., 2004). We define price fairness as “a
consumer’s assessment of whether the difference (or lack
of a difference) between a seller’s price and the price of a
comparative other party in a transaction is equitable, rea-
sonable or justifiable” (Xia & Monroe, 2010, p. 885). In
contrast, the perception of unfairness is based on the belief

@ Springer
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that a company is making vast profits and acting unethically
(Bechwati et al., 2009).

Therefore, prominently displaying a fair-trade price com-
ponent through PP allows consumers to judge the adequacy
of the price difference in terms of price fairness: PP for the
fair-trade product should be evaluated as fairer than CP
(Bechwati et al., 2009; Carlson & Weathers, 2008; Ferguson,
2014; Sheng et al., 2007), increasing the purchase intention
towards the fair-trade product (Campbell et al., 2015). Addi-
tionally, PP itself can positively influence the perception of
fairness and thus the purchase intention (Carlson & Weath-
ers, 2008; Sheng et al., 2007).

In summary, price fairness is a key (attitudinal) construct
that price format impacts. Therefore:

H2 Perceived fairness of the price difference between the
fair-trade and conventional products mediates the effect
specified in H1, such that the relative purchase intention for
the fair-trade product (compared with the conventional alter-
native) is higher with PP than with CP because of higher
perceived fairness for PP.

To complete the line of argumentation, we complement
the model with a precondition so that evaluations of price
fairness can actually happen. Such a completed model would
also mimic the “perception and evaluation of prices and
offerings” category in the Voester et al. (2017) framework.

For a construct that represents the underlying mechanism
of the effect of price format on fairness perceptions, we turn
to the availability heuristic. It implies that consumers use
cues that are readily available for their evaluations (of offer-
ings) (Folkes, 1988; Schwarz et al., 1991; Tversky & Kahne-
man, 1973). Whereas PP specifies a separate price compo-
nent for the fair-trade attribute (cue is present), with CP, no
such component exists (cue is absent) and therefore cannot
be processed. PP makes the fair-trade attribute more promi-
nent than under CP (in which the price difference from the
conventional product is the only [implicit] information avail-
able about the added value of fair trade, and only implic-
itly). Hence, under CP, consumers cannot be certain that the
price difference is solely related to fair trade itself because it
would only be equal if all other product attributes—includ-
ing brand, packaging, ingredients, and so on—were the
same, which is rarely the case in mainstream supermarkets.
Note that the base price for the fair-trade product could be
lower or higher, compared with the conventional alternative,
depending on the aforementioned influencing factors.

In this context, previous research has discussed transpar-
ency (Ferguson, 2014; Ferguson & Ellen, 2013), defined as
“the extent to which information about prices is available to
buyers that ... explains ... the contextual direction and/or
rationale for the seller’s pricing” (Hanna et al., 2019, p. 228).
It “enables buyers to predict and judge the relative appeal of
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the firm’s present offer (i.e., what the customer gets in return
for the price paid) compared to other competitive offers in
the marketplace” (Hanna et al., 2019, p. 228). More specifi-
cally, price transparency occurs when the price structure is
openly communicated to consumers—that is, under PP and
not under CP.

Studies show various explanations of how PP relates to
transparency; two seem plausible: (1) PP negatively influ-
ences transparency because consumers perceive that the
company is trying to diffuse the total costs (Brown et al.,
2010; Lee & Han, 2002),2 and (2) PP positively influences
transparency as it helps consumers understand the offering’s
costs and benefits (Bertini & Wathieu, 2008, 2010).

In summary, and in line with our reasoning for H2, we
posit that price format (PP vs. CP) positively influences
transparency, as it makes consumers understand the costs
and benefits of the offering better (Bertini & Wathieu, 2008).
Moreover, if transparency is valued positively, it should
result in a greater perceived fairness (Bambauer & Gierl,
2008; Homburg et al., 2014):

H3 Perceived transparency of the pricing mediates the effect
specified in H2, such that the relative purchase intention
for the fair-trade product (compared with the conventional
alternative) is higher with PP than with CP because of higher
perceived fairness for PP, which in turn is due to the higher
perceived transparency of PP.3

The argumentation so far presents the route through trans-
parency and fairness as the main explanation of the posi-
tive effect of PP (vs. CP) on purchase intentions regarding
fair-trade products. To challenge this assumption, we use a
competing explanation so prominent in the PP literature that
it is difficult to ignore: the cost-benefit framework.

This framework theorizes how consumers incorporate
price components to recall the costs of an offering (Voester
et al., 2017). We use the term “recalled prices” instead of
“recalled costs” to emphasize the focus on price. Recalled
prices are defined as “stating a single amount to represent
the total price ... previously presented” (Carlson & Weath-
ers, 2008, p. 725). Consumers will recall lower prices for
the PP offering, compared with the equivalent CP offer-
ing (Greenleaf et al., 2016; Kim, 2006; Lee & Han, 2002;

2 Lee and Han (2002) did not display the total price of the offering;
instead they used an asterisk with an additional explanation of the
surcharge, and Brown et al. (2010) hid the price component(s) com-
parably.

3 Note that the mediated mediation is in line with Voester et al.'s
(2017, p. 894, Fig. 1): Price format> perception and evaluation of
prices and offerings (here: transparency)> attitudes and behavior
beyond purchase (here: fairness)> purchase-related behavior (here:
purchase intention).
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Fig. 1 Research model. The
additional factors are not “clas-
sic” control variables (i.e., they
do not impact the dependent
variable directly); rather they
are moderators, according to the
research model, and therefore
might interact with price format
(of the fair-trade product)

Moderators

A] Factors (manipulations)

= Arithmetic [S1, S4]
= Magnitude [S1, S4]

[2] Situational characteristics
= Product category [S1, S3, S4]

= Price difference [S3]

B] Additional variables

[3] Buyer characteristics

knowledge, attitude

frequency
nationality

[4] Seller characteristics
= Held constant

[1] Characteristics of price components

= Price format of conventional product [S2]

= Fair-trade specific: purchase frequency,

= Fair-trade unspecific: price knowledge,
product category knowledge, purchase

= Demographics: age, gender, income,

Price format (of fair-trade product)
Partitioned vs. combined

@)
Price Price
perception perception
Transparency Recalled prices
(H1]
H2 | ’
Attitude
Price fairness

Purchase-related behavior
Purchase intention reg. fair-trade product

Morwitz et al., 1998). In turn, the lower perceived prices
increase the attractiveness of the offer (Chakravarti et al.,
2002), leading to increased purchase intentions.

Still, we favor the explanation that better fits the fair-
trade context (more specifically, the fair-trade attribute as a
source of consumer benefit). As a fair-trade price component
(present in PP and absent in CP) would mirror a potential
consumer benefit, it would probably be neither incorporated
insufficiently nor ignored. It is more likely that “[price com-
ponents] are processed accurately” (Voester et al., 2017, p.
888), leading to a neutral effect of price format (on purchase
intention). Therefore:

H4 When comparing partitioned and CP for the fair-trade
product, the difference in perceived transparency of pricing
is greater than the difference in recalled prices for the fair-
trade product. (As a consequence, the mediation of price
format [partitioned vs. CP] on purchase intention through
recalled prices is weaker than that through perceived
transparency.)

We further include three types of moderators: (1) those
unspecific to the research context (e.g., age, gender, income),
(2) those specific to fair trade, and (3) those specific to the
price format. We test these unspecific moderators for equal
distribution across the respective experimental conditions,
so that we can rule out their systematic effects on purchase
intention. Regarding the fair-trade-specific variables, we
check for interactions with price format and their poten-
tially combined effects on transparency, fairness, and pur-
chase intention. Last, as PP literature shows strong ambigu-
ity regarding its advantageousness (Abraham & Hamilton,
2018), we vary magnitude and arithmetic of the price com-
ponent. The magnitude of the price component compares to
the base price of the product and influences how consumers

process price information (Voester et al., 2017). Larger
(smaller) price components negatively (positively) influ-
ence consumers’ perceptions of PP and hence their product
evaluation (Sheng et al., 2007; Xia & Monroe, 2004). The
arithmetic of the price component (displayed as a percentage
or in raw units) likewise influences consumers’ processing of
price information (Voester et al., 2017). More specifically,
price components displayed in percentage of the total price
are perceived more positively than those displayed in raw
units (Bambauer & Gierl, 2008; Kim, 2006). Figure 1 shows
our research model, which structurally replicates Voester
et al.'s (2017) framework and provides a summary of the
hypotheses and the additional moderators.

Empirical Studies: Overview
General Methods

All studies use similar between-subjects experimental
designs to test the hypotheses. We recruited all participants
(except study 4’s) through the panel provider Prolific, which
previous research has shown to be a reliable data source
(Peer et al., 2017), and excluded participants in case they
had already participated previously. Very roughly speaking,
we chose U.S. (study 1) and European (studies 2—4) subjects
for reasons of presumed differences in the prevalence and
thus acceptance of fair-trade products. Studies 2—4 are not
based on samples from a specific European country but have
each explicitly allowed a heterogeneous sample in terms of
nationalities represented to make the test conditions stricter
for the price format (because larger variances make it more
difficult to detect significant differences).

The welcome page introduced the participants to the
topic, emphasizing that there were no right or wrong answers

@ Springer
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and that the only goal was to get accurate information about
their opinions and behavior (this served as an ex ante meas-
ure to avoid common method variance).

Whereas study 3 starts with the items to measure fair-
trade-specific constructs (product category knowledge, price
knowledge, fair-trade purchase frequency, fair-trade product
purchase frequency, fair-trade knowledge, and fair-trade atti-
tude), studies 1 and 2 include these items after the manipula-
tion and the DVs. This might have created demand effects,
but measuring these constructs after the manipulation would
have created problems of endogeneity, and considering that
HI posits a comparison (i.e., assumes an increase in pur-
chase intention), demand effects do not interfere with it. One
advantage of varying the order of questions is the potential
avoidance of common method variance.

The studies continued with exposure to one of the experi-
mental conditions (see Table 1), either after having selected
or being randomly assigned to one of two product catego-
ries (chocolate or banana, as these are among the best-sell-
ing fair-trade products by volume; Fair-Trade Foundation,
2021a, b, c, d; Statista, 2018). Table 1 highlights the sys-
tematically varied factors in each study in bold (the focal
variable—the price format of the fair-trade product—is the
only factor that varies in all studies).

We asked participants to examine the fair-trade product
and its conventional alternative closely (see Fig. 2). We
then measured key variables (transparency, fairness, pur-
chase intention, and recalled prices) pertaining to the rela-
tive evaluation of the fair-trade product and the conventional
alternative. Hereby, the measure for purchase intention used
a semantic differential, while the others used Likert scales,
possibly reducing common method variance (the exogenous
construct was a manipulation anyway and therefore did not
require any assessment on the part of the subjects). We also
performed a manipulation check (study 1; we performed the
manipulation check for studies 2 and 3 in a pretest). The
study concluded by measuring additional control variables
(unspecific to the fair-trade context: age, gender, nationality,
and income). In study 4, we added purchase transactions.

The hypothesis tests in all studies use the following logic:
For H1-H3, we fit Hayes’s (2018) model 6; the total effect of
price format (for the fair-trade product) on purchase inten-
tion is relevant to test H1, whereas for H2 (H3), we report
the indirect effect through price fairness (transparency and
price fairness). To test H4, we fit model 4 with two media-
tors (transparency and recalled prices included in one model,
as their correlation is insignificant) and compare the respec-
tive coefficients (effects of price format of fair-trade prod-
uct). We conclude with analyses pertaining to the addition-
ally manipulated variables (see Table 1).

@ Springer

Study 1: Implicitly Communicated Benefit
and Average Price Difference

Study 1 tests all hypotheses under strict test conditions:
First, participants saw PP with no reinforcing benefit com-
munication of the fair-trade attribute; only the Fairtrade
International logo differentiates the fair-trade product from
the conventional alternative. Second, the fair-trade products
were presumably only moderately popular.

The price difference between the total prices of the fair-
trade ($2.99 [2.39] for chocolate [banana]) and the con-
ventional product ($2.49 [1.99] for chocolate [bananal])
was fixed ($=0.50 [0.40] for chocolate [banana], or 20%).
For consistency and to avoid a confound with price ending
effects, which can be quite strong (Anderson & Simester,
2003; Estelami, 1999; Manning & Sprott, 2009), we adjusted
the prices to be “similarly odd,” The price format of the con-
ventional alternative was CP. We further varied arithmetic ($
vs. %) and magnitude (10%, 17%, and 20%) of the fair-trade
price component. These specifications led to 14 conditions:
2 (products) X (1 [price format of fair-trade product=CP]+6
[price format of fair-trade product=PP]), such that we had
the six conditions in the case of PP for the fair-trade product
split into 2 (arithmetic) X 3 (magnitude).

Sample Description

The final sample included 294 U.S. participants, after
excluding 110 who failed to correctly answer the manipula-
tion check question. All prices were stated in U.S. dollars,
to match the participants’ nationality. The average age was
34 years, 52% were male; 46.3% had a disposable income
between $20,000 and $60,000, 29.3% below $20,000, and
24.4% above $60,000. In addition, 52% described them-
selves as non-fair-trade buyers, 44.9% as occasional fair-
trade buyers, and 3.1% as frequent fair-trade buyers. Most
participants were somewhat or very familiar with the chosen
product category (81.3%) and its prices (72.1%). The mean
fair-trade knowledge was 3.85 on a 5-point Likert scale.

Results

Before testing the hypotheses, we checked the control vari-
ables for differences in means between the manipulations.
All p-values (interaction between manipulation and control
variable) fell between p=0.185 (product category knowl-
edge) and p=0.735 (gender), so we do not consider them
in the hypothesis tests. Table 2 shows the average purchase
intention by experimental condition.

The total effect (model 6) of X (PP vs. CP) on Y (purchase
intention regarding fair-trade product) with mediators M, ,
(M, =transparency; M, =fairness) is 0.9785 (SE=0.2772;
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Table 1 Study overview

Setting

Study 1

Hypothetical

Study 2

Hypothetical

Study 3

Hypothetical

Study 4

Incentive-aligned

Product category

Chocolate [branded],
Banana [non-

Chocolate [branded]

branded]
Currency USD EUR
Total price 2.49 [chocolate] 2.49
conventional product 1.99 [banana]
Price difference 20% 20%
conventional vs. fair-
trade (base: conven-
tional product)
Price format CP, PP CP, PP
FT product
Price format CP CP, PP
CV product
If price format=PP:
Type of price compo-  Fair-trade Tax, fair-trade,
nent tax + fair-trade
FT product
Benefit communication Label only Verbal
FT price component
Type of price compo- n.a Tax
nent
CV product
Arithmetic of FT price  USD vs. % EUR
component
Magnitude of FT price 10%, 17%, 20% 17%
component [base:
FT]
Number of conditions 14 8
Test of hypotheses HI1 (v), H2 (v), H3 H1 (V)
(x), H4 (x)

Main and interaction
effects according
to manipulated
moderators

Additional interaction
effects

Product cat-
egory X price format
(FT)

Chocolate [branded],
Banana [non-

Chocolate [branded]

Banana [non-branded]

branded]
EUR EUR EUR
1.99 0.87 1.15
10%, 20%, 30%, 40%, 48% 9%

50%
CP, PP CP, PP CP, PP
CP CP CP
Fair-trade Fair-trade Fair-trade
Verbal Label only Label only
n.a n.a n.a
EUR 10% in EUR, 20% 8% in %, 10% in %, 20%

in %, 33% in EUR  in EUR

Equals price differ-

ences: 18.3%, 16.7%,
15.04%, 14.3%,

13.4%

20 4 4

Hl (V),H2 (V),H3 HI ) H1 (V)
V), H4 (V)

Product cat-
egory X price format
(FT)

Arithmetic, magnitude

Arithmetic X price
format (FT)

Magnitude X price

Price difference

Price difference X price
format (FT)

Price difference X prod-

format (FT)
Purchase fre-

quency X price

format (FT)

Purchase fre-
quency X price
format (FT)

uct category

Purchase fre-
quency X price
format (FT)

Price differ-

ence Xincome

CV conventional product, FT fair-trade

The systematically varied factors in each study are in Bold

t=3.53; p<0.01). The direct effect is 0.2436 (SE=0.2174,
t=1.1206; p>0.05), the indirect effect through M,
is 0.0064 (BootSE=0.0222; BootLLCI= —0.0336;
BootULCI=0.0587), the indirect effect through M,
is 0.6428 (BootSE=0.1768; BootLLCI=0.3201;

BootULCI=1.0047), and the indirect effect through M,
and M, is 0.0857 (BootSE=0.0710; BootLLCI= —0.0464;
BootULCI=0.2369). These results support H1 and H2, but
not H3; the price format did not influence transparency
(coeff.=0.1833; p=0.20).
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Study 1 VS.

Product A
Product Price: 2.49€ per 100g

Product B
Product Price: 2.49€ per 100g
Fair-trade: 0.50€

Total Price: 2.49€ per 100g Total Price: 2.99€ per 100g

OR

P A
Product B
Product Price: 2.49€ per Kg
Fair-trade: 0.50€
Total Price: 2.99€ per Kg

JJ
Product A
Product Price: 2.49€ per Kg

Total Price: 2.49€ per Kg

Study 3

Product A
Product Price: 2.49€ per 100g

Product B

Product Price: 2.49€ per 100g
Fair wages paid to farmers in
developing countries: 0.50€

Total Price: 2.49€ per 100g Total Price: 2.99€ per 100g

OR

JY
Product A
Product Price: 2.49€ per Kg

Product B

Product Price: 2.49€ per Kg
Fair wages paid to farmers in
developing countries: 0.50€

Total Price: 2.49€ per Kg Total Price: 2.99€ per Kg

Fig.2 Product manipulations. In study 1 (resp. 3), products were displayed without (resp. with) justification of the fair-trade price component

Table 2 Study 1: Cell sizes, manipulations, and average purchase intention by magnitude and arithmetic of the fair-trade price component

Condition Fair-trade, CP Fair-trade, PP,  Fair-trade, PP,  Fair-trade, PP,  Fair-trade, PP, Fair-trade, PP, Fair-trade,
10% in % 17% in % 20% in % 10% in US$ 17% in US$ PP, 20% in
US$
N 41 42 49 39 42 37 44
Average purchase 2.63 3.83 3.71 3.62 3.50 3.62 3.39

intention

To test H4, we fit (model 4)* with X (PP vs. CP), Y (pur-
chase intention), and mediators M, , (M, =transparency;
M, =recalled prices), and then compare the direct effects
of X on M, ,. The coefficients are 0.1833 (SE=0.1429; M)
and 1.9955 (SE=0.5422; M,), so their difference is signifi-
cant (t= —3.23; p<0.01), meaning that the effect of price
format on recalled prices is stronger than on transparency,
contrary to H4. Moreover, recalled prices (and not trans-
parency) mediate the relationship between price format and
purchase intention (coeff.= —0.0843; BootSE =0,0334,
BootLLCI= —0.2255; BootULCI= —0.0014). It seems
that the lack of an explicit justification of the price differ-
ence (just the Fairtrade International label was visible) is
insufficient to stop consumers from processing the price;
on the contrary, they do process the price, which ultimately

4 Recalled prices correlate with neither fairness (p=0.775;
corr.= —0.017) nor transparency (p=0.807; corr.=0.014).
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(slightly) reduces the total (positive) effect of price format
on purchase intention.

Add-on: Boundary Conditions

We tested several boundary conditions of H1 using analyses
of variance (ANOVAs) that controlled for the main effect
of the moderator in question and focused on the interaction
with the price format of the fair-trade product (see Table 1):
arithmetic and magnitude of the price component, product
category, and fair-trade purchase frequency (merged into
three buyer groups: low/occasional/frequent). None of them
significantly interacts with purchase intention (ps>0.05), so
that the main effect (H1) is valid across these conditions.’

3 Nevertheless, we recommend caution in interpreting these results,
due to the relatively small cell sizes with respect to buyer group in the
CP condition: 25 nonbuyers/11 occasional buyers/5 frequent buyers.
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Concluding Remarks

Two features of study 1 were fixed: First, the connection
between the two products was implicitly indicated by the
Fairtrade International logo attached to the fair-trade product
with no reinforcing benefit communication, and second, the
price format varied only for the fair-trade product. Studies 2
and 3 relax these assumptions and thus generalize the find-
ings obtained thus far. Study 2 also disentangles the effect
of price format from the effect of (the so far only implicit)
benefit communication.

Pretest for Studies 2 and 3

We designed the pretest with a new manipulation check,
directly asked after the manipulation, as many participants
in study 1 had failed. Moreover, we included a multi-item
measure for purchase intention. Because we are interested
in consumers’ attribution of the fair-trade price component,
we included a measure to investigate consumers’ perceived
benefit of the fair-trade price component (Hamilton & Sriv-
astava, 2008). We tested two benefits communicated as fair-
trade price components: (1) fair wages paid to developing
country farmers and (2) worker and farmer well-being in
developing countries (Darian et al., 2015; Didier & Lucie,
2008; Stratton & Werner, 2013).

To investigate whether the magnitude of the price compo-
nent influences the perceived benefit of the fair-trade prod-
uct based on the communicated benefit, we included it in
the pretest. This resulted in 20% and 43% magnitude of the
price component (43% instead of 40% to avoid price ending
effects, as in study 1). Hence, this pretest uses the following
manipulations: conventional chocolate (2.49€) versus fair-
trade chocolate (2.99€), with a fair-trade price component of
either 0.50€ or 0.90€. This time, participants could choose
between milk chocolate and dark chocolate.

Sample Description

The final sample consisted of 403 European participants.®
All prices were stated in euros, for consistency with the
participants’ nationality. The average age was 32 years,
57.3% were male; 46.7% had a disposable income between
$20,000 and $60,000, 37.5% below $20,000, and 8.7% above
$60,000, comparable to the descriptive statistics in the main
studies. Table 3 gives an overview about the cell sizes in the
respective manipulations.

6 27.8% Portuguese, 22.6% Polish, 18.1% Italian, and the rest below
10% each.

Table 3 Pretest: Cell sizes and manipulations

Benefit com-  Low magnitude High magnitude Combined
munication Pricing (CP)
(PP)

Benefit 1 (PP) 82 [81] 81 [77] 82

Benefit 2 (PP) 80 [77] 78 [76]

Cell sizes exclude participants who failed the manipulation check

Results

This time, only 10 participants failed the manipulation
check, resulting in 311 eligible participants in the PP condi-
tions (instead of 321) for the following analysis. Hence, we
deem the manipulation successful.

First, using an ANOVA, we observe no main effects or
interaction for either the different benefit communications
or the magnitude of the price component on the perceived
benefit, (ps > 0.05), indicating that the two benefit communi-
cations were perceived as similar. Second, participants could
choose their preferred chocolate, and 61.6% favored milk
chocolate over dark chocolate. This might create demand
effects, but as we are not interested in absolute levels of pur-
chase intention but rather its increases due to the price for-
mat, this preference should not bias our hypothesis testing.
Moreover, in the following studies, all participants evaluated
milk chocolate (the majority’s preference), which reduces
these demand effects. The proportion of participants choos-
ing milk chocolate is similar (CP: 62.2% and PP: 61.4%;
> =0.897) and hence do not need to be further considered.

Concluding Remarks

The results show that the manipulation works successfully.
Participants recognized the fair-trade products’ price format
correctly. Moreover, the multi-item scale for purchase inten-
tion worked properly (a¢=0.919). Finally, the attribution of
the fair-trade price component as a benefit works indepen-
dently of the communicated justification for the price dif-
ference and does not vary with the magnitude of the price
component. As the justification “Fair wages paid to farmers
in developing countries” is more in line with the definition
of PP, we use it for the next studies.

Study 2: Disentangling the Effect
of Price Format from the Explicit Benefit
Communication

Study 2 is the only one that independently varies the price

format for both the fair-trade and conventional products,
resulting in a 2 X 2 between-subjects design (scenarios 1,2,5,

@ Springer
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Table 4 Study 2: scenarios,

. Scenario  Conventional product  Fair-trade product ~ Condition Average pur- N
cell sizes, and average purchase chase intention
intention

1 2.49 2.99 CP-CP 3.70 41
2 2.49 2.49+0.50 CP-PP (FT) 4.59 41
3 2.49 2.49+0.50 CP-PP (Tax) 3.33 40
4 2.49 1.99+0.50+0.50  CP-PP (Tax+FT) 491 40
5 1.99+0.50 2.99 PP (Tax)-CP 3.83 37
6 1.99+0.50 2.49+0.50 PP (Tax)-PP (FT) 4.80 40
7 1.99+0.50 2.49+0.50 PP (Tax)-PP (Tax) 3.18 39
8 1.99+0.50 1.99+0.50+0.50 PP (Tax)-PP (Tax+FT) 4.96 42

and 6; see Table 4 below). As the conventional product by
definition has no fair-trade attribute, we use a tax-related
price component. However, because this component is cost
rather than benefit related, we extend this type of price com-
ponent to the fair-trade product, leading to three PP condi-
tions for the latter (tax, fair-trade, or tax + fair-trade; addi-
tional scenarios 3,4,7, and 8). In line with prestudy findings,
participants saw an explicit justification of the fair-trade
price component.

As in study 1, price format did not interact with product
category in shaping purchase intention. Moreover, neither
the arithmetic nor the magnitude of the price component
influenced the core variables in study 1, so we hold them
constant here (€; 17%). The price of chocolate is the same as
in study 1 (fair-trade: €2.99; conventional: €2.49), exhibiting
the same price difference (20%). These specifications led to
eight conditions: 2 (price format conventional product) X (1
[price format of fair-trade product=CP]+ 3 [price format of
fair-trade product =PP]).

Sample Description

The final sample consisted of 320 European participants.’
All prices were stated in euros. The average age was 27 years
and 60% were male; 49.7% had a disposable income between
$20,000 and $60,000, 34.4% below $20,000, and 8.1% above
$60,000. 24.7% described themselves as non-fair-trade
buyers, 62.2% as occasional fair-trade buyers, and 13.2%
as frequent fair-trade buyers, although 72.5% of the par-
ticipants indicated that they never or sometimes purchase
fair-trade chocolate. Most participants indicated that they
were somewhat or very familiar with the chosen product cat-
egory (84.7%) and its prices (39.7%, including moderately
familiar 85.6%). The mean fair-trade knowledge was 5.36
and the mean fair-trade attitude was 5.29, both on 7-point
Likert scales.

7 Nationality distribution was diverse: 29.1% Polish, 18.8% Portu-
guese, 9.4% Italian, and all others less.

@ Springer

Results

We performed an additional manipulation check with an
ANOVA based on the theoretical considerations regarding
attribution theory. Perceived benefit is similar (p =0.34,
Bonferroni tests) for PP =fair — trade only (4.55) and
PP =tax + fair trade (4.75), and higher than PP =tax only
(3.92) (ps<0.01). Hence, participants considered the fair-
trade price component, independent of whether tax was
explicitly stated, as more beneficial than the “tax only” price
component, as expected.

As in study 1, a test of balance indicates that the con-
trol variables did not differ across the manipulations (all
p-values for the respective interaction with the manipulation
are between p =0.102 (fair-trade knowledge) and p =0.939
(age). Hence, we do not include them in the hypothesis tests.

To test H1, we used an ANOVA with price formats
(of the conventional and the fair-trade products) and their
interaction to investigate effects on purchase intention (see
Table 4). The results support H1 (F=18.824, p<0.01),
while neither the price format of the conventional alternative
(F=0.111, p=0.739) nor its interaction with the fair-trade
format (F=0.188, p=0.905) impacts purchase intention.
These results extend the stability of the hypothesized main
effect.®

Moreover, post hoc Bonferroni test shows that under
PP for fair-trade = CP, purchase intention is significantly
lower (3.76) than under PP for fair-trade =fair — trade resp.
tax + fair- trade (4.69 resp. 4.93; ps <0.01). The two latter
means (not different, p = 1) are higher than under PP for fair-
trade =tax (3.26, ps <0.01). Last, the price format for the
fair-trade product CP (3.76) does not significantly vary from
PP (tax, 3.26), p=0.318.” We further found that the price

8 The bipolar purchase intention scale confirms this as well: HI is
supported (F=15.663, p <0.01), while neither the price format of the
conventional alternative (F=0.09, p=0.765) nor its interaction with
the fair-trade format (F=1.149, p=0.33) impacts purchase intention.

° An additional post hoc Bonferroni test supports these results for the
single item bipolar purchase intention scale.
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format (CP vs. PP) does not interact with the buyer group
(no significant interaction with purchase intention; p >0.05).

Concluding Remarks

In studies 1 and 2, we held the price difference between the
two products constant (20%) although in practice, these dif-
ferences vary by category (Fair-Trade Foundation, 2021e).
Therefore, the question arises whether using PP (instead of
CP) for the fair-trade product is equally effective at various
price differences. Is there a (category-specific) threshold
beyond which adapting the price format from CP to PP no
longer increases the purchase intention towards the fair-trade
product? And are there (perhaps category-specific) thresh-
olds below which consumers maintain a preference (i.e.,
purchase intention around or above the scale mean of 4) for
the fair-trade product?

Study 3: Explicitly Communicated Benefit
and Increasing Price Differences

To explore these potential threshold effects, we use five
price differences (at equidistant points between 10 and
50%) that are equivalent to the magnitude of the fair-trade
price component (study 1 did not reveal an effect of the lat-
ter; therefore, it is held constant here). Given the range of
price differences, it is impossible to avoid a threshold effect
when comparing the conventional and fair-trade products
(the euro amount before the decimal point will necessarily
differ). However, we specified the total prices such that there
is no threshold within the fair-trade prices: they are between
€2.19 (10% difference to €1.99, the price of the conventional
product) and €2.99 (50% difference), so in all cases above
2 and under 3 euros. As the thresholds might be category-
specific, we again use chocolate and banana as products.
Study 2 did not reveal any effect of the price format of the
conventional alternative, so we use CP in all conditions.
The core variable (price format of the fair-trade product)
again varies between CP and PP, while PP is combined with
the benefit communication that emerged in the pretest and
employed in study 2. In summary, we have 20 conditions: 2
(products) X 2 (price format of fair-trade product) X 5 (price
difference conventional vs. fair-trade).

Sample Description

The final sample consisted of 801 European participants. '
All prices were stated in euros for consistency with the

1034 8% Polish, 18.2% Portuguese, 12.7% Italian, and the rest below
10% each.

participants’ nationality. The average age was 25 years,
62.4% were male; 41.5% had a disposable income between
$20,000 and $60,000, 43.7% below $20,000, and 6.4% above
$60,000. In addition, 28.8% (57.6%, 13.6%) were non-
(occasional, frequent) fair-trade buyers. However, 75.3%
of the participants indicated that they never or sometimes
purchase fair-trade chocolates/bananas. Most participants
were very or extremely familiar with the chosen product
category (78%) and very or moderately familiar with its
prices (72.7%). The mean fair-trade knowledge was 5.34
and the mean fair-trade attitude was 5.12, both on 7-point
Likert scales.

Results

Before testing the hypotheses, we checked the control vari-
ables for differences in means between the manipulations.
All p-values (interaction between manipulation and control
variable) were between p=0.097 (fair-trade knowledge; val-
ues ranged from 4.88 to 5.65 on a 7-point Likert scale) and
p=0.970 (product purchase frequency); hence, we do not
consider them in the hypothesis tests.

The total effect (model 6) of X (PP vs. CP) on Y (purchase
intention) with mediators M, , (M, =transparency; M, = fair-
ness) is 0.6624 (SE=0.1109; r=5.9731; p<0.01). The direct
effect is—0.0272 (SE=0.0971; = —0.2803; p=0.78), the
indirect effect through M, is 0.2814 (BootSE =0.0509;
BootLLCI=0.1858; BootULCI=0.3839), the indirect
effect through M, is 0.1171 (BootSE=0.0536; Boot-
LLCI=0.0145; BootULCI=0.2255), and the indirect
effect through M, and M, is 0.2911 (BootSE=0.0372;
BootLLCI=0.2212; BootULCI=0.3691). These results
support H1, H2, and H3. Table 5 gives an overview about
this studies cell sizes, manipulations, and average values for
purchase intention.

To test H4, we fit model 4'' with X (PP vs. CP), Y (pur-
chase intention), and mediators M, , (M, =transparency;
M, =recalled prices), and then compare the direct effects
of X on M, ,. The coefficients are 1.0915 (SE=0.0872;
M,) and 0.1014 (SE=0.0199; M,), so their difference is
significant (t=11.07; p<0.01), in support of H4. The key
difference from study 1 is the additional explanation of the
fair-trade price component, reinforcing the benefit communi-
cation. The mediation through transparency (coeff.=0.5717,
BootSE=0.0655, BootLLCI=0.4458, BootULCI=0.7020)
but not recalled prices is significant this time, probably due
to the added explanation. Studies 1 and 3 taken together
therefore show that either transparency or recalled prices

I Recalled prices correlate with neither fairness (p=0.586;
corr.= —0.019) nor transparency (p=0.222; corr.= —0.043).

@ Springer



1026

D. Biirgin, R. Wilken

Table 5 Study 3: scenarios,

. Product Price differ- N (CP) N (PP) Average purchase  Average purchase Delta
,Cell s1zes, and average purchase ence (in %) intention (CP) intention (PP) purchase
intention intention

Chocolate 10 41 39 3.87 5.24 1.37

20 41 40 4.09 4.80 0.71

30 40 40 3.36 4.12 0.76

40 39 40 3.70 4.13 0.43

50 40 40 3.46 3.94 0.48

Banana 10 39 41 4.45 4.78 0.33

20 40 40 4.39 4.82 0.43

30 38 40 4.00 4.90 0.90

40 41 41 4.00 4.34 0.43

50 40 41 3.80 4.69 0.89

(beyond fairness; H2)—depending on the implementation
of the benefit communication—explain the main effect (H1).

Add-On: Boundary Conditions

To assess possible boundary conditions, we again checked
for various interactions with ANOVAs. First, although price
difference impacts purchase intention directly (the bigger
it gets, the lower purchase intention), it does not interact
with the fair-trade price format (p =0.633), product category
(p=0.318), n=or income (p=0.945). Interestingly, even at
price differences of 50%, the average purchase intention is
never significantly below 4, the scale mean, in either prod-
uct category (although it is on average higher for bananas
than chocolates). Within the investigated range of price
differences, therefore, we observed no “threshold” beyond
which the pricing tactic (PP vs. CP) would become ineffec-
tive. Moreover, for neither product category (p =0.452) nor
purchase frequency (merged into three “buyer groups”—no,
occasional, frequent buyers; p =0.776), fair-trade price for-
mat interact in shaping purchase intention. Thus, similar to
studies 1 and 2, we find no boundary conditions of the main
effect or of the additional effect of price difference, which
increases the stability and generalizability of the previous
findings.

Concluding Remarks
Studies 1-3 involve hypothetical purchase intentions. There-
fore, with the final empirical study, we seek to add external

validity, using an incentive-aligned setting that combines the
questionnaire with a potential purchase transaction.
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Study 4: Real Purchases to Test H1

To reveal consumers’ truthful answers and address the hypo-
thetical bias of the attitude—behavior gap, we must observe
actual behavior in an incentive-aligned approach (Andor-
fer & Liebe, 2012; Doran, 2009; Johnstone & Tan, 2015).
Hence, study 4 uses an incentive-aligned setting with real
choices (and as such a measure of revealed purchase inten-
tion), to determine whether H1 remains valid. As the addi-
tional transaction would take time and the previous studies
did not reveal any substantial direct or moderating effects of
control variables, we decided to focus on the manipulation
and measurement of purchase intention (controlling only for
age and gender).

For the sake of realism, we used the real (market) cate-
gory-specific prices (conventional product: €0.87 for choco-
late; €1.15 for banana) and real price differences between the
two products (48% for chocolate and 9% for banana; both
are within the range of manipulations in study 3). While
the price format was CP for the conventional product, it
varied for the fair-trade product, and within PP, we used a
combined variation of the arithmetic and the magnitude of
the fair-trade price component (as a compromise between
efficiency—the related results were nonsignificant in study
1—and additional exploration of these factors). As in study
1, the connection between price difference and benefit was
only implicit, indicated by the Fairtrade International logo
(i.e.,, no additional verbal explanation of the price differ-
ence, which created strict testing conditions as in study 1).
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Method and Design

We employed a stated choice set method to determine con-
sumers’ behavior (Louviere et al., 2000), a commonly used
method in the nutrition literature and suitable for measur-
ing preference for fair-trade products (Andorfer & Liebe,
2012; Gracia, 2014) as participants would reveal their true
preferences (Auger & Devinney, 2007). A discrete choice
experiment is based on choice sets containing two or more
options (Street et al., 2005) that differ in their attribute levels
(Gracia, 2014). The options (eight choice sets; see Table 1)
and attributes differed only in relation to the price format of
the fair-trade product.

Each participant evaluated all eight choice sets, composed
of a direct comparison between the conventional product
and one of the eight PP manipulations, and indicated their
choice: conventional product, fair-trade product, or none of
them (included to reduce the social desirability bias; Alfnes
et al., 2006; Gracia, 2014).

They learned that afterward, a lottery would select one of
the eight choice sets for each participant as binding and that
they had to accept their choice within that set (Alfnes et al.,
2006; Lusk & Schroeder, 2004; Michaud et al., 2013; Yue
& Tong, 2009): If they indicated that they would be willing
to buy a product, they were obliged to buy the chosen item,
priced as in the binding choice set, with their own money.
If they indicated the “none of them” option, no purchase
was necessary. Therefore, it was in participants’ interest to
respond to each choice set according to their true prefer-
ences. After the experiment, all participants received a 5€
reward for their participation (Gracia, 2014).

Sample Description

We recruited 49 students at a European business school of
varying nationalities. The average age was 22 years, and 49%
were male. No participants refused to purchase the product
they chose from the binding choice set at the given price if
indicated.

Results

For chocolates (price difference of 48%), participants indi-
cated no preference for the fair-trade product. For both price
formats of the fair-trade product (PP vs. CP), the choice rates
were exactly the same: 51% of the participants indicated they
would buy the conventional chocolate over the fair-trade
chocolate, 37% wanted to buy the fair-trade chocolate, and
12% indicated they would not buy anything. Consequently,
H1 cannot be confirmed for chocolate.

In contrast, the main effect does emerge for bananas
(price difference of 9%): The price format strongly influ-
ences the purchase intention. In the combined (partitioned)

condition, 45% (24%) indicated they would buy the con-
ventional banana, 53% (73%) indicated they would buy the
fair-trade banana, and 2% (3%) indicated they would not buy
anything. Partitioning the fair-trade price increased partici-
pants’ choice to buy that product by 20%. Consequently, the
price format (PP vs. CP) and choice interact; more specifi-
cally, the price format increases choice to buy the fair-trade
product (X2= 22.335, p<0.01), in support of H1.

Discussion

Study 4 finds support for HI when considering revealed
rather than stated intentions. However, this effect only
emerges for fair-trade products with a comparatively small
price difference when explicitly displayed with PP (price
difference of 9%), not with a high price difference (price
difference of 48%). For a small fair-trade price difference
(9%), purchases increased by 20%. Thus, a boundary condi-
tion of the effect specified in H1 (i.e., the price difference)
becomes relevant only when considering actual consumer
behavior. As study 3 showed no interaction between price
format and income on purchase intention, we deem these
results as generalizable, although generated with a student
sample. It seems plausible to infer that a maximum price
difference (a threshold) exists at which consumers evalu-
ate the fair-trade product more favorably, compared with
the conventional alternative, under PP than under CP when
considering actual choices. As social desirability issues and
the associated answering patterns are common in ethical
research, we included the “none of them” answer (Andorfer
& Liebe, 2012; Loureiro & Lotade, 2005): participants indi-
cated “none of them” 5 (24) times for banana (chocolate),
which indicates that participants understood that it was a
valid option and that they were not driven by socially desir-
able answering patterns.

Moreover, as participants only received the monetary
reward after the participation, we infer that this experiment
could be viewed as realistic. If participants indicated they
wanted to buy a product, they would end up with less money
than those who did not indicate they wanted to purchase
anything. Moreover, participants had to pay for the respec-
tive product, if indicated, with their own money first before
receiving any monetary reward for their participation.

General Discussion

Summary of Results

Our studies show that offering the fair-trade product under
PP rather than CP increases consumers’ purchase inten-

tion over the conventional alternative. Therefore, in line
with Bertini and Wathieu (2010), PP can indeed highlight
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overlooked benefits. As such, a simple pricing mechanism
(which is also a cost- and time-efficient marketing mix meas-
ure, compared with, e.g., communication measures) can help
communicate a benefit to consumers and increase their pur-
chase intention towards a more sustainable product.

This effect is valid and stable across various settings
and conditions: independent of whether the fair-trade price
component is justified explicitly for consumers with varying
degrees of fair-trade knowledge, attitude, and purchase fre-
quency (these characteristics may differ by country market);
in different low-involvement product categories, branded and
non-branded, for which price differences to conventional
alternatives in practice vary quite substantially (chocolate:
branded and high price difference; banana: non-branded and
low price difference); across age, gender, country regions
(study 1: American, studies 2 and 3: European), and income
groups; in samples that are diverse in terms of nationalities
(Studies 2—4); independent of the magnitude or the arithme-
tic of the fair-trade price component (study 1); independent
of the price format of the conventional alternative (study
2); and independent of the price difference between the two
products in a certain interval (up to 50%) (study 3). The
effect also emerges for real purchase decisions, showing
external validity (study 4). The only boundary condition we
observe is that the price difference between the two products
should not be too high.

This main effect can be explained by increased percep-
tions of price fairness (studies 1 and 3). The additional medi-
ation through transparency (confirmed in study 3 but not
study 1) might be connected to the presence (study 3) versus
absence (study 1) of an extra verbal justification of the fair-
trade price component, a reason that also might explain the
mixed findings regarding H4. H4 relates to the alternative
explanation (recalled prices instead of transparency), and
while transparency does emerge as the dominant explana-
tion when the fair-trade price component is justified in more
(verbal) detail (study 3), it is recalled prices that explain the
positive effect (of PP on purchase intention) in the absence
of such a justification (study 1).

The additional analyses related to potential moderating
variables clearly show that few boundary conditions for the
main effect (H1) exist. This might be viewed as somewhat
surprising, given the numerous factors (in terms of buyer,
situational, and price component characteristics) we used
to represent the variety of potential moderators suggested
in Voester et al.'s (2017) state-of-the-art review on PP. At
the same time, this result makes the effect of PP all the more
prominent, emphasizing its stability, generalizability, and
practical applicability in the fair-trade context.

The only potential boundary condition is the price differ-
ence between fair-trade and conventional products. Studies
1 and 3 reveal no significant interaction with the price for-
mat in shaping consumers’ purchase intentions. However,

@ Springer

study 4 illustrates that with rather high price differences
(connected to product category), PP does not increase the
choice rate of the fair-trade product. In contrast, low price
differences (banana=9%) increase the choice rate by 20%
for the fair-trade product. Although study 3 does not identify
any interactions of the main effect with income, it could be
a potential reason for this boundary condition that emerges
in actual consumer behavior.

Implications
Managerial Implications

The price differences for raw materials are globally deter-
mined by Fairtrade International; thus, if companies com-
municate the price difference they must pay with the help
of PP, especially with an extra justification of the fair-trade
price component, purchases can increase significantly. This
could help reduce the attitude—behavior gap. In addition, the
increase toward actually buying fair-trade products holds
true even when the fair-trade product price (i.e., price differ-
ence minus the price component) is higher than the conven-
tional product’s price. This finding is especially important
for producers that cannot compete on the base product price.
Hence, PP could be a fast and easy-to-implement remedy.

Moreover, PP can increase sales and should thus be
an attractive alternative to price promotions for retailers.
As such, it represents a promising way for companies to
increase sales for fair-trade products and nudge their cus-
tomers into more ethical consumption. In this context, the
implicit added value of fair-trade label can turn into explicit
price communication, and retailers could use it as a unique
selling proposition, possibly resulting in improved company
perceptions as well.

Additionally, as this effect holds true for various customer
segments (e.g., buyer groups with different purchase fre-
quencies, nationalities), companies do not need to differen-
tiate their pricing tactic: it will be beneficial regardless of
their target customer segment.

As we could not detect any substantial threshold effect
(study 3), even at a price difference of around 50%, con-
sumers prefer the fair-trade option with PP compared to CP,
which means some pricing potential for fair-trade products
exists, and the feasibility of higher prices could even help
increase these products’ ethicality and sustainability. Nev-
ertheless, a precondition for this recommendation is a cer-
tain level of fair-trade acceptance within a consumer group.
Although PP is beneficial in consumer groups with lower
levels of fair-trade purchase frequency and knowledge (study
1) and in lower-income groups (study 4), those segments
might still prefer the conventional alternative. Put differently,
PP helps increase the market share for fair-trade products
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(relative success); whether this market share is larger than
that of competing (conventional) products (absolute success)
depends on additional factors such as consumers’ attitudes
towards fair-trade products and their related purchase behav-
ior. In any case, PP helps mainstream supermarkets contrib-
ute to improved social welfare and sustainability.

Theoretical Implications

This study complements research on ethical consumption by
adding price format to the list of variables that foster prefer-
ences for fair-trade products (De Pelsmacker & Janssens,
2007) and by adding the fair-trade context to the PP litera-
ture (Voester et al., 2017). We follow Voester et al. and’s
(2017, p. 905) call “to examine the causal chain from PP
through price transparency and price fairness to offer evalu-
ations” and further show that the positive effect of PP on
purchase intention (Xia & Monroe, 2004) can be transferred
to premium products and actual consumer behavior.

Interestingly, although Voester et al. (2017) suggests
many moderating variables for the positive/negative influ-
ence of price format on consumer behavior, we find that it
is likewise possible that the effect of PP is not influenced
positively or negatively by any of them. More specifically,
PP in our context is always beneficial, regardless of factors
that typically negatively interact with price format, such as
magnitude (high) or arithmetic (raw units) of the price com-
ponent (Bambauer-Sachse & Mangold, 2010; Kim, 2006;
Sheng et al., 2007; Xia et al., 2004). This might be due to
the benefit- (instead of cost-) related price component, in
line with our theoretical considerations regarding attribution
theory. Additionally, this reflects the more recently debated
contradictory (and therefore context-specific) impact of PP:
about 52% (48%) of all studies show positive (negative)
effects of PP vs. CP on consumer behavior (Abraham &
Hamilton, 2018).

Altogether, if PP is applied to the context of fair-trade
pricing, we tentatively conclude that its effect (on purchase
intentions) is simplified (i.e., does not vary by buyer charac-
teristics, situational variables, or price component specifici-
ties) and is therefore straightforward and stable.

Limitations and Future Research Directions

This study has some limitations that point to promising ave-
nues for future research. First, we included only one study
with real purchases with a potentially limited sample (i.e.,
students). A field test could increase external validity. Addi-
tionally, as the price differences vary by product category
(study 4), various price differences should likewise be tested
more systematically, particularly in a broader field test.

Second, although we did include several additional vari-
ables (controls and moderators), this list could be extended
to further increase our findings’ generalizability. We suggest
investigating the following:

(1) Product characteristics:

(a) Branding effects A brand represents another bene-
fit-related attribute that can cause relative evalua-
tion to vary between both products (depending on
whether any of the products are branded). As the
main effect relates to a change in purchase inten-
tion due to the price format, we expect that addi-
tional benefit-related attributes do not affect this
change; nevertheless, this should be investigated.

(b) Product story As study 4 (actual behavior) illus-
trates, a possible boundary condition of the
price format effect could be the price difference
between a fair-trade product and its conventional
alternative. However, this (or income) might not
be the only explanation for this possible bound-
ary condition. In this respect, it would be inter-
esting to further investigate reasons related to the
product category itself. For example, do fair-trade
chocolate and bananas evoke or associate with dif-
ferently strong fair-trade “stories” because their
production processes are not equally complex and
therefore require more or fewer people (who will
then benefit from fairer pricing)?

(2) Seller characteristics Trust is important in buyer—seller
relationships (Doney & Cannon, 1997). Is trust (e.g.,
in green products; Johnstone and Tan (2015), in the
company [Campbell et al., 2015]) a boundary condition
for the believability of the displayed fair-trade price
component? How can trust be positively influenced
with additional marketing activities?

(3) Additional situational characteristics This research
focused on low-involvement dairy products. It would
be interesting to investigate if the same increase in pur-
chase intention emerges for high-involvement products.
The results might differ (Holmes & Crocker, 1987),
although social attributes of a product are important to
both product types (Auger et al., 2010).

(4) Additional buyer characteristics Our samples intention-
ally included subjects from different regions (U.S. and
Europe) to account for presumably different levels of
fair-trade prevalence and acceptance. Therefore, a more
systematic investigation could shed light on potential
cross-cultural differences and therefore offer more
nuanced implications, for example, for international
marketing managers.

@ Springer



1030

D. Biirgin, R. Wilken

Third, we conducted a point-in-time analysis that ignored
retailers’ action parameters. To extend the list of practical
recommendations and provide more differentiated guidance
for practical implementation of our suggested pricing tactic,
we recommend the following additional studies:

(1) Long-term effects and conditions Does consumer pur-
chase behavior change consistently, or do other factors
hinder permanent change in consumer behavior? For
example, can fair-trade price components be so low
that consumers start suspecting some form of green-
washing? Or can fair-trade price components be so high
that consumers infer a lack of quality (such that they
perceive the product price itself [i.e., excluding the fair-
trade component] as comparatively low)?

(2) Additional practical aspects such as aisle manage-
ment of pricing policies Aisle management can have
a strong impact on consumer behavior and product
choice (Basuroy et al., 2001; Bezawada et al., 2009;
Dhar et al., 2001; Page et al., 2019; van Herpen et al.,
2012). Depending on a supermarket’s aisle manage-
ment (or price display restrictions), different effects for
selling fair-trade products might emerge if products are

2011; Nyilasy et al., 2014), typically aiming to benefit
from a green image and consumers’ subsequent positive
reactions (Delmas & Burbano, 2011). Advertising is
the most prominent way to communicate CSR activi-
ties (Chen & Chang, 2013; Nyilasy et al., 2014), and
an increasing number of eco labels adds to consum-
ers’ mistrust (Langer et al., 2008). Even for companies
that are honestly engaging in CSR, the benefits of CSR
communication may be perceived as questionable (Par-
guel et al., 2011). As such, it is possible that consumers
may perceive fair-trade as greenwashing if they are not
aware of its benefit (i.e., they do not know the propor-
tion of the products price that benefits fair-trade, if they
are displayed with CP). Displaying fair-trade prices
with PP to increase their attractiveness could also sub-
sequently increase a company’s reputation because its
price communication may be perceived as more trust-
worthy (Castaldo et al., 2009). This, in turn, can lead
to a reduced hazard of being accused of greenwashing.
This line of thought could also be transferred to other
CSR areas such as socially responsible investments
(Dgskeland & Pedersen, 2016).

placed in designated fair-trade product aisles only or
between conventional products, creating the situation
we refer to in this study. Does PP differ depending on
aisle management decisions?

(3) Additional practical aspects such as greenwash-

ing Companies are increasingly using their activities
(Nyilasy et al., 2014) to intentionally mislead consum-
ers regarding environmental benefits and performance
(i.e., greenwashing) (Dahl, 2010; Delmas & Burbano,

@ Springer

In conclusion, we find that PP is a promising tool to
increase the popularity of fair-trade products. We hope that
the resulting practical recommendations will be applied to
promote sustainability.

Appendix 1
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