From Free-to-Fee: Motive-Based Communication and Price
Fairness for Value-Added Services

By Monika C. Schuhmacher*, Sabine Kuester and Laura Grunert

This study examines how introducing prices for
value-added services (VASs) that were previously
offered for free affects customers’ price fairness
perceptions. Drawing on experimental data from
two studies, we argue that customer reactions to
such price introductions can be mitigated through
strategic communication. Building on attribution
theory and the structural alignment model, we
propose motive-based communication as an effect-
ive strategy. Specifically, we explore the effective-
ness of cost-based, value-based, and competition-
based motives as different price-based motives. Our
findings reveal that all three price-based motives
enhance customers’ perceived price fairness, with
cost-based communication proving the most effect-
ive. Moreover, we demonstrate that making a VAS
nonalignable—that is, less comparable to the pre-
vious offering—should be avoided when communi-
cating price introductions based on price-related
motives. However, when no price-based motive is
available, transforming the VAS into a nonalignable
service becomes a reasonable alternative.

1. Introduction

Companies frequently offer value-added services (VASs)
to promote their core business and avoid the commodity
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trap (Robinson, Clarke-Hill, and Clarkson 2002). VASs are
additional services that enhance the use of a base product
or service (Lovelock and Wirtz 2021) and increase the
perceived value of the offering (Robinson, Clarke-Hill,
and Clarkson 2002, Wang 2011). Often, VASs are provided
free of charge, such as complimentary Internet access in
hotels, free movies, drinks on flights, free technical sup-
port with computer purchases, or free return shipping for
online orders. While many companies have successfully
differentiated their products through VASs (Homburg,
Hoyer, and Fassnacht 2002; Ulaga and Eggert 2006), these
services are typically introduced not for direct financial
gain (e.g., Gebauer, Fleisch, and Friedli 2005; Mustak
et al. 2023), but rather as marketing tools to attract cus-
tomers and build customer loyalty. However, this practice
is increasingly under pressure as companies recognize
the need to appropriate value from VASs (Mustak et al.
2023). Across industries, firms are seeking to diversify
revenue streams by introducing prices for VASs, and
prior research has stressed the importance of pricing
VASs based on the value they provide (Nagle and Cress-
man 2002, Oliva and Kallenberg 2003).

The trend of moving VASs from free-to-fee is gaining
momentum (Cziehso, Schaefers, and Kukar-Kinney, 2019;
Fruchter, Gerstner, and Dobson 2011; Schaefers, Leban
and Vogt, 2022). Increasing a price from free-to-fee is
conceptually distinct from raising an existing price. In
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free-to-fee transitions, firms impose a monetary cost on
services or products that customers previously perceived
as free forcing a reassessment of the value proposition.
This breach of expectations typically elicits stronger neg-
ative reactions than price increases starting from an exist-
ing, non-zero reference point, as the free-to-fee transi-
tion alters foundational customer-company relationship
expectations (Pauwels and Weiss 2008). Further, price
increases occur within an exchange context already
defined by monetary transactions, where fluctuations are
more predictable and expected. Thus, introducing a price
for a previously free VAS poses substantial challenges,
as customers often react negatively (Cziehso, Schaefers,
and Kukar-Kinney, 2019; McGrath 2009). Nonetheless,
companies can mitigate negative effects through strategic
communication (Cziehso, Schaefers, and Kukar-Kinney,
2019; DelLozier and Woodside 1976; Pauwels and Weiss
2008). Despite the importance of strategic communica-
tion, there is a dearth of research on how to effectively
communicate the introduction of prices for formerly free
VASs. Hence, our research seeks to identify communica-
tion strategies that support price introductions for for-
merly free VASs.

One promising approach is motive-based communica-
tion. Research on price increases indicates that provid-
ing motives can positively influence customers' fairness
perceptions (Campbell 1999a/b; Homburg, Hoyer, and
Koschate 2005). For example, Campbell (1999a) demon-
strates that customers perceive a price increase as fairer
when they infer a positive motive behind it. Although
these findings are valuable, they remain exploratory. Our
study builds on these insights by examining how motive-
based communication can support price introductions.

Beyond communicating price-based motives for an
unchanged VAS, companies can also modify the VAS
itself when introducing a price to a formerly free VAS,
hence providing a structural motive for the price intro-
duction. Drawing on the structural alignment model
(Gentner and Markman 1994, 1997, Markman and Gen-
tner 1993), we explore how making a VAS nonalignable—
that is, less comparable to alternatives—can serve as a
motive for introducing a price. Although customers typi-
cally prefer alignable attributes when evaluating options,
they may shift their focus to nonalignable attributes
under certain conditions (Kivetz and Simonson 2000).

By applying attribution theory and the structural align-
ment model, our study extends the literature on price
communication by accounting for specific motives that
companies can use when introducing prices for formerly
free VASs. Thus, the present study investigates the effec-
tiveness of four specific motives in mitigating negative
reactions to price introductions for VASs: a cost-based
motive that attributes the price introduction to rising
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costs, a value-based motive that emphasizes the added
benefits of the VAS, a competition-based motive that
justifies the price change based on competitors” actions,
and a nonalignability-based motive that draws on modi-
fications of the VAS. Across two customer experiments,
we empirically investigate the impact of these different
motive-based communications on customers’ perceptions
of price fairness when a VAS previously available for free
becomes fee-based.

In doing so, our research makes several contributions
to literature. First, we extend existing work on price fair-
ness by systematically comparing multiple motive-based
communication strategies in the context of introducing
prices for formerly free VASs. While prior research (e.g.,
Campbell 1999a; Homburg, Hoyer, and Koschate 2005)
has shown that motives influence fairness perceptions,
it has not conjointly examined the relative effectiveness
of different motives when introducing a new fee for
an existing free VAS. Second, we broaden the theoret-
ical understanding of price communication by investi-
gating the interplay between price-based motives and
the alignability of the VAS. Specifically, we show how
modifying a VAS to become nonalignable can affect
fairness perceptions, thereby introducing nonalignability
as a novel explanatory factor in the pricing literature.
Third, we identify conditions under which communicat-
ing a nonalignability-based motive, without reference to
traditional price-based explanations, can enhance price
fairness perceptions, providing new insights into alterna-
tive communication strategies when typical motives are
unavailable. Overall, by integrating attribution theory
and the structural alignment model, our study theorizes
how motives serve as legitimation for introducing fees,
advancing our understanding beyond traditional cost or
value rationales. Thus, this study offers a more nuanced
understanding of how companies can manage customer
perceptions during the free-to-fee transition for VASs.
Beyond its theoretical contributions, our findings deliver
actionable guidance for marketing practitioners seeking
to design effective communication strategies for introduc-
ing prices for formerly free services.

2. Theoretical Framework and Research
Hypotheses

2.1 Attribution theory

When evaluating a price, customers are not only influ-
enced by the fairness of the price itself, but also take
the underlying causes for price changes into account
(Maxwell 2002). We build upon attribution theory
(Weiner 1974, 1986) for understanding how customers
react to a price introduction for a previously free VAS.
The theory posits that individuals seek to explain events
by attributing causes, facilitating their understanding of
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the environment (Fiske and Taylor 1991). The underlying
principle of attribution theory is that individuals strive
for cognitive control of their environment. According to
Heider's (1958) naive or common-sense psychology, indi-
viduals have a strong affinity to shed light upon the
causes behind actions and deduce the available informa-
tion to justify adverse events (e.g., price introduction).
Thereby, customers make causal inferences about the
environment and the reasoning behind the behavior of
others to achieve control and a coherent view of a situa-
tion (Heider 1958, Weiner 2000). Based on attribution the-
ory, it is expected that customers actively seek to develop
motives that underlie price changes to justify companies’
actions and pricing practices if no contextual information
is available (Campbell 1999Db).

Effective communication activities can be considered
successful tools for desensitizing customers to price
(DeLozier and Woodside 1976). Therefore, companies
should inform customers about new charges when they
change a price (Xia, Monroe, and Cox 2004). The commu-
nication of an adequate rationale for the price change
is essential to overcome the risk of customers attribut-
ing negative motives to the firm (Campbell 1999a, 2007).
This attribution can result in negative customer reactions
and adverse consequences for the firm (Campbell 1999a,
2007). Generally, customers perceive price changes as
unfair if they attribute negative motives to the firm (e.g.,
exploit customers’ willingness to pay). However, if cus-
tomers attribute positive motives to the firm (e.g., passing
on increased costs), the increase may be considered fair
(Campbell 1999b; Kahneman, Knetsch and Thaler 1986).
According to attribution theory, causal inferences are
deduced systematically (Heider 1958). Bies and Shapiro
(1987) found that a justified negative event is perceived as
fairer than the same event without justification. Based on
these theoretical grounds, the communication of motives
is a reasonable strategy for overcoming the negative
impact of a price introduction for a free VAS.

2.2 Positioning against related work

Some studies have investigated consumer responses to
the "free-to-fee" transition, emphasizing its unique psy-
chological and behavioral impacts relative to standard
price increases. For example, Pauwels and Weiss (2008)
provide important empirical insights into how market-
ing communication strategies shape consumer acceptance
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when services shift from free-to-fee. They highlight that
the zero-price reference point intensifies negative affect
and makes transparent, motive-based communication
crucial to mitigate backlash. Similarly, Kammer (2015)
shows that consumers perceive the loss of a free service
as an entitlement violation, provoking stronger negative
reactions than increases in already priced services. Other
recent research confirms that transparent, motive-based
communication reduces customer resistance in transition-
ing from free-to-fee. For instance, Zolfagharian et al.
(2019) stresses how firms’ credibility and contextual justi-
fication affect customer acceptance in service transforma-
tions, reinforcing the theoretical foundation of attribution
theory in modern pricing contexts. Recent work by Mus-
tak et al. (2023) corroborates these findings within indus-
trial contexts, demonstrating that transparent disclosure
of motives can significantly improve fairness perceptions
during free-to-fee transitions.

In contrast, research on price increases, such as Camp-
bell (1999a, 1999b), Homburg, Hoyer, and Koschate
(2005), and Xia, Monroe, and Cox (2004), focuses on
fairness perceptions shaped by the plausibility of price
increase motives. For example, Homburg, Hoyer, and
Koschate (2005) identified three motives perceived as
particularly fair: cost-based, value-based, and competi-
tion-based motives. A cost-based motive attributes price
changes to rising costs (e.g., labor costs; Campbell 2007).
A value-based motive emphasizes the enhanced benefits
or superior value of the service (Hinterhuber 2004). A
competition-based motive ties the price change to com-
petitors” pricing strategies (Noble and Gruca 1999). Cus-
tomers generally expect market-driven price fluctuations
and respond more favorably to clear, value- or cost-based
justifications for increases. More recent contributions like
Straub et al. (2025) analyze fare adjustments in public
transport, showing that perceived fairness and motive
transparency continue to underpin customer acceptance
of price changes. These studies establish that motive
inference plays a critical role in customer acceptance and
satisfaction when prices rise incrementally from existing
fees (see Tab. 1 for an overview of related work).

Building on this foundation, our research fills a critical
gap by empirically comparing various motive-based com-
munication strategies—cost-based, value-based, competi-
tion-based, and a novel nonalignability-based motive—in
the context of free-to-fee transitions in B2C settings.
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Table 1: Overview of related work

Authors (Year) Context Focus

Research Question

Findings

Campbell Price fairness Price increase

(1999a,b)

How do consumers infer motives
behind price changes and how
does this affect fairness?

Consumers infer causes
behind price changes; pos-
itive motives lead to fair-
ness perceptions, negative
motives cause dissatisfac-
tion

Xia, Monroe, Cox | Pricess fairness and | Price increase

What are the fairness consequences

Perceived unfairness of

(2004) satisfaction of perceived price changes? price changes reduces satis-
faction, increases negative
WOM and customer churn
Homburg, Pricing strategies Price increase | What types of motives do con- Cost-based, value-baed and
Hoyer, Koschate sumers perceive as fair in price competition-based motives
(2005) changes? are most fair; motive clarity

improves acceptance

Kammer (2015) | Digital media, online | Free-to-fee What factors influence audience Perceived entitlement loss
news willingness to pay for previously strongly affects WTP; demo-
free online news? graphics and media use pat-
terns influence acceptance
Zolfagharian et | Service transforma- | Free-to-fee How does firm credibility and Credibility and contextual
al. (2019) tions communication affect consumer motives positively impact
acceptance of new fees? acceptance
Mustak et al. Industrial services Free-to-fee How do industrial service firms Transparent, motive-based
(2023) communicate and manager cus- communication reduces
tomer acceptance during free-to- resistance and improves
fee transformations? acceptance.
Straub et al. Public transport Price increase | How do fairness perceptions affect | Motive transparency and
(2025) fares acceptance of fare price increases? | fairness are key determi-

nants in customer accep-
tance of price increases.

2.3 Communicating cost-based motives

Justifying price increases with cost-based muotives has
been shown to positively influence customers' price fair-
ness perceptions (e.g., Bolton and Alba 2006). Commu-
nicating a cost-based motive refers to justifying price
increases with higher costs, such as increased labor costs
(Campbell 2007; Kukar-Kinney, Xia, and Monroe 2007;
Vaidyanathan and Aggarwal 2003; Xia, Monroe, and Cox
2004). Explaining price changes with rising costs helps
to restore perceived equity because customers compare
their own input/output ratio with the input/output ratio
of their exchange partner (Adams 1965, Oliver and Swan
1989). If companies face an increase in inputs as a conse-
quence of rising costs and translate this into increased
prices for customers, the input/outcome ratio of both
parties will be in balance because both parties are con-
fronted with mounted inputs (Homburg, Hoyer, and
Koschate 2005). In addition, according to dual entitlement
theory, customers perceive price increases as fair if a com-
pany passes on its costs to customers to maintain profits
(Gielissen, Dutilh, and Graafland 2007; Kalapurkal, Dick-
son, and Urbany 1991).

SMR - Journal of Service Management Research - Volume 9 - 3-4/2025

Referring to cost-based motives, Bolton, Warlop, and
Alba (2003) build on motive fairness research and indi-
cate that customers do not perceive all costs as equally
fair. Costs that are not related to the offering, such
as higher bonus payments, are considered an unfair
motive for a price change. This reasoning is in line
with attribution theory and demonstrates that externally
attributable price changes, i.e., those that are uncontrol-
lable by the seller in particular are generally considered
fair (Vaidyanathan and Aggarwal 2003; Xia, Monroe, and
Cox 2004). Although VASs are often offered for free as
add-ons, companies incur costs for their provision. If
these costs increase, companies may no longer be able
to afford offering the VASs for free and must introduce
a price to pass on the costs to the customer. Based on
attribution theory, we expect that the communication of
externally attributable costs will positively influence cus-
tomers’ perceived price fairness when introducing prices
for VASs. Based on this reasoning, we hypothesize the
following:

H1: Communicating a cost-based motive, compared to provid-
ing no motive, positively influences customers’ perceived
price fairness following a price introduction for a VAS.
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2.4 Communicating value—based motives

Another price-based communication strategy addressed
in this study is communicating a value-based muotive.
In this context, the company focuses on a motive for
the price introduction, which highlights the benefits
and the superior value of the VAS (Hinterhuber 2004).
Value-based pricing is widely regarded as one of the
most effective methods, particularly for services (e.g.,
Docters et al. 2004; Harmon et al. 2009; Oliva and Kallen-
berg 2003; Pauwels and Weiss 2008; Reinartz and Ulaga
2008). Communicating a value-based motive highlights
the enhanced utility that customers derive from the VAS,
justifying the price introduction as a reflection of the ser-
vice’s worth. By emphasizing the positive aspects of the
VAS, companies aim to shift customers’ focus from the
price itself to the overall proposition.

Furthermore, research suggests that customers are more
willing to pay for services when they perceive a strong
link between the price and the value they receive (Zei-
thaml 1988). According to Shoemaker, Dawson, and John-
son (2005), providing a detailed description of the offer-
ing allows firms to raise prices because the additional
information increases customers’ perceptions of value.
We expect that this reasoning should be even stronger
for VASs because they are intended to add value to a core
offering. Communicating a value-based motive should
therefore have a positive effect on perceived price fairness
when introducing prices for formerly free VASs. There-
fore, we hypothesize the following;:

H2: Communicating a value-based motive, compared to pro-
viding no motive, positively influences customers’ per-
ceived price fairness following a price introduction for a
VAS.

2.5 Communicating competition-based motives

Another price-based motive to communicate when intro-
ducing a price for a free VAS is a competition-based
motive. Communicating a competition-based motive
refers to the strategy in which the price of a product
or service is justified by the price setting of one or
more competitors (Noble and Gruca 1999). Generally, cus-
tomers become more price-conscious if potential substi-
tutes are available at a lower price or for free (Nagle
and Holden 1999). Previous research provides evidence of
positive as well as negative effects of competition-based
motive communication on price fairness. With respect to
negative effects, Maxwell (2002) found that price justifica-
tions based on the principle "everyone does it" have a
negative impact on customers’ price fairness perceptions.
Similarly, Kalapurakal, Dickson, and Urbany (1991) sug-
gest that following the price increases of competitors is
considered less fair by customers compared to a situa-
tion in which a company acts as the initiator of a price
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increase due to rising costs. Keeping in mind that cus-
tomers generally take reference prices such as competitor
prices into consideration in purchase decisions (Bolton,
Warlop and Alba 2003; Gijsbrechts 1993), communicating
the adjustment to market prices should be a reasonable
strategy for the firm.

In line with social comparison theory, individuals evalu-
ate their own opinions and abilities by comparing them-
selves to others (Festinger 1954). In the context of pricing,
customers often compare a company’s prices to those
of its competitors to assess fairness. By communicating
a competition-based motive, companies can influence
this social comparison process and shape customers’ per-
ceptions of price fairness. In fact, Kahneman, Knetsch,
and Thaler (1986) state that customers consider a price
increase that is not caused by rising costs less favorable
when competitors begin to increase prices. For VASs in
particular, communicating a competition-based motive
should enhance perceived price fairness when transition-
ing from free-to-fee, since competitive pricing is consid-
ered effective in service contexts (Goetz 1985). This rea-
soning is based on the fact that evaluating a VAS prior to
actual usage is difficult due to its intangibility, which also
limits customers” ability to derive a reference price for the
service. As a result, customers often rely on competitive
offers for their evaluation of prices (Bolton, Warlop and
Alba 2003; Gijsbrechts 1993). Consequently, we hypothe-
size the following:

H3:  Communicating a competition-based motive, compared
to providing no motive, positively influences customers’
perceived price fairness following a price introduction

for a VAS.

2.6 Relative effectiveness of different motives

Across the three different motives, we argue that a value-
based motive has a stronger impact than a cost-based
motive, which has a stronger impact than a competition-
based motive on price fairness. Generally, a value-based
motive aligns with the customer’s perceived benefits
and utility rather than solely the company’s cost struc-
ture (Hinterhuber 2016; Doctors et al. 2004; Reinartz and
Ulaga 2008). Value-based pricing focuses on the unique
benefits customers derive from an offering, aligning more
closely with their expectations. According to prospect
theory (Kahnemann and Tversky 1979), emphasizing
value or gains helps offset negative feelings related to
price increases or transitioning from free-to-fee, by fram-
ing the price as an investment in a worthwhile experience
(Zeithaml 1988). Studies also show that customers are
often willing to pay a premium when they clearly per-
ceive the added value, making value-based communica-
tion effective in fostering fairness perceptions (Shoemaker
et al. 2005; Mustak et al. 2023).
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In contrast, cost-based motives, although more effective
than competition-based motives, appeal to customers’
rational evaluation of equity by comparing input-out-
come ratios, thereby legitimatizing cost increases (Camp-
bell 2007; Bolton, Warlop and Alba 2003). Although
the equity rationale embedded in cost attribution helps
restore balance and fairness (Adams 1965), it often fails
to engage customers emotionally or highlight personal
benefits, potentially limiting its effectiveness compared to
value-based motives. Moreover, cost-based pricing can be
perceived as less relevant when customers doubt the link
between costs and the delivered service value or when
competitors” prices vary widely.

Competition-based motives, which justify price changes
by referencing competitor prices, are expected to have
the weakest effect on perceived price fairness. While
benchmarking prices to competitors can establish a sense
of reasonableness, customers may interpret such justifica-
tions as a lack of differentiation, leading to perceptions
of herd behavior or passive following rather than proac-
tive value creation (Kalapurakal, Dickson, and Urbany
1991; Maxwell 2002). This strategy does not necessarily
highlight any superior benefits or cost rationales, thus
limiting its ability to foster strong fairness perceptions.
Taken together, we hypothesize the following.

H4:  Communicating a value-based motive is likely to result
in higher perceived price fairness as compared to com-
municating a cost-based motive, which is likely to
result in higher perceive price fairness than a competi-
tion-based motive.

2.7 Alignability

According to the logic of attribution theory, making a
VAS nonalignable (Robinson, Clarke-Hill, and Clarkson
2002) can serve as another strategy to provide a motive
for a price introduction. This practice is based on the
fact that customers generally rely on comparisons of
products, services, or brands to derive preference judg-
ments (Okada 2001, 2006). Such comparisons are based
on the structural alignment model (Markman and Gen-
tner 1993), whereby alignability represents the degree
of similarity between alternatives (Markman and Medin
1995). Alignable attributes are attributes that are common
to two options, with each option possessing the attributes
at different levels (e.g., price of 0€ vs. price of 10€). Non-
alignable attributes are unique to one option and absent
in the other (e.g., car with alarm system vs. car with
navigation system). That is, for any given attribute of an
option, if customers can find a corresponding attribute
in the other option but at a different level, the attribute
represents an alignable difference. If there is no corre-
sponding attribute in the other option, then the attribute
is considered nonalignable (Zhang and Markman 2001).
In this sense, the nonalignability of a VAS can serve as
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a nonalignability-based motive for the price introduction
for a free VAS.

The general assumption of the structural alignment
model is that individuals rely more on alignable than
on nonalignable differences when making comparisons
because processing nonalignable differences requires
more cognitive effort (Lee and Lee 2007; Sun, Keh,
and Lee 2012; Zhang and Fitzsimons 1999). In addi-
tion, alignable differences receive more weight during
the information processing and appear more as justifica-
tions for decisions (Griffin and Broniarczyk 2010; Mark-
man and Gentner 1997; Zhang and Markman 2001). Non-
alignable attributes, on the other hand, are generally
not in the focus of comparison and are often ignored
during similarity comparisons (Zhang and Fitzsimons
1999) due to the higher cognitive effort that is needed
to derive a comparison judgment (Markman and Gen-
tner 1997; Zhang and Markman 1998). Nonetheless, con-
ditions under which individuals pay more attention to
nonalignable (vs. alignable) attributes in decision mak-
ing have been documented (Zhang, Kardes, and Cronley
2002). For example, Kivetz and Simonson (2000) find
that customers are more likely to rely on nonalignable
attributes when they are motivated to process informa-
tion.

In addition, we assume that the degree of alignability
of VASs further impacts customers’ price perception.
Okada (2006) shows that customers exhibit a higher will-
ingness to pay for nonalignable alternatives than for
alignable alternatives due to the perceived superiority
of nonalignable offers. Additionally, customers perceive
price increases as fairer if the service is modified or
improved than if the service remains alignable (Bolton,
Warlop, and Alba 2003; Xia, Monroe, and Cox, 2004).
Furthermore, a nonalignable VAS decreases the compara-
bility between options and makes it more difficult for
customers to judge how similar options are (Kuester et
al., 2015)Xia, Monroe, and Cox, 2004). Thus, customers
will focus less on the price differences that are alignable
and more on the nonalignable attributes (Gourville and
Soman 2005). In addition, the nonalignable attributes
are likely to explain the price introduction due to the
new features of the nonalignable VAS (Bolton, Warlop
and Alba 2003). Consequently, a nonalignable VAS can
mitigate the negative effect of a price introduction on
perceived price fairness (Xia, Monroe, and Cox, 2004).
Therefore, we hypothesize:

Hb5:  The nonalignability of a VAS, compared to its alignabil-
ity, will positively influence customers’ perceived price
fairness following a price introduction for the VAS.

We further propose that the alignability of a VAS also
moderates the impact of communicating a price-based
motive on price fairness perceptions. It has been shown
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that distraction (e.g., focus on nonalignable attributes)
can reduce the persuasive power of messages (Petty,
Wells, and Brock 1976). For example, Estes and Hasson
(2004) demonstrated that nonalignable differences are
weighed more than alignable differences. Thus, in the
case of a nonalignable VAS — which in our study refers to
a VAS possessing alignable and nonalignable differences
— customers will focus more on nonalignable attributes
and less on alignable attributes (Xia, Monroe, and Cox
2004). This will limit customers’ attention on the alignable
attribute ‘price’ and thus also on the communication of
cost-, value-, and competition-based motives.

Based on equity theory, the new features of the non-
alignable VAS will help to reestablish equity (Oliver
and Swan 1989). Increased inputs that are required by
the customer due to the price increase can be equal-
ized (Woisetschldger, Evanschitzky, and Holzmdiller 2008)
especially when new have been added to the VAS.
Accordingly, customers will justify the price increase with
the provision of new features (Volckner and Hofmann
2007; Xia, Monroe, and Cox 2004) of the nonalignable
VAS and will have less need to look for further motives
as a justification for the price change. For instances in
which there is a price increase for an alignable VAS, cus-
tomers will base their similarity comparison on the price
because all attributes remain unchanged, with the excep-
tion of the price. Thus, the price will be in the focus of
attention during the similarity comparison. We assume
that customers will have a stronger need to search for
motives to justify the price increase (Folkes 1988) for an
alignable VAS. Consequently, they will pay more atten-
tion to the provided motive when judging price fairness
(Campbell 1999b). Thus, we suggest that the alignability
of a VAS will moderate the relationship between price-
based motive communication and perceived price fair-
ness. Specifically, we expect that participants presented
with an alignable VAS will process the value-based, cost-
based, or competition-based motives in greater detail
than participants presented with a nonalignable VAS.
Thus, we hypothesize the following:

H6  The positive effect of communicating a (a) cost-, (b)
value-, and (c) competition-based motive on perceived
price fairness will be weaker when a price is introduced
for a nonalignable VAS.

2.8 Controls

In addition to motive-based communication instruments,
additional factors may impact perceived price fairness.
First, the price for a VAS might be covered by the product
price and/or is included in a price premium. Thus, a VAS
is not necessarily perceived as free but as part of a bundle
price for the VAS and the base offering. However, the
price bundling literature (e.g., Stremersch and Tellis 2002)
assumes that two single-value components are bundled,
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which is not the case for a VAS and a base offering. The
VAS is typically valuable only in combination with the
base offer, but the base offer is valuable without the VAS.
The added value of the VAS is relatively small compared
to the value of the base offer. Thus, there is an inher-
ent asymmetry between the base offer and the VAS that
imposes constraints on assuming that customers perceive
the previous price as a bundled price. Thus, we expect
that customers do not perceive the previous price as a
price bundle for the base offer and the VAS. However,
partitioning prices can affect customer perceptions about
the fairness of a transaction (e.g., Sheng, Bao, and Pan
2007). Therefore, we control for this potential influence
in the case in which customers expect a price reduction
in the base offering. Second, we follow the general rea-
soning of Homburg, Hoyer, and Koschate (2005) as well
as that of Martin, Ponder, and Lueg (2009) and consider
the influence the perceived price level can have on price
fairness perceptions. Therefore, we account for the per-
ceived price level as a control variable. Finally, we include
knowledge of available free substitutes to control for par-
ticipants” knowledge of similar VASs that are available
for free. Customers base their price fairness judgments on
price comparisons, which can include competitor prices
(Bolton, Keh, and Alba 2010; Bolton, Warlop, and Alba
2003). A competitor’s offer of a similar VAS for free
will negatively influence price fairness perceptions of the
price introduction.

3. Testing the Hypotheses: Two Experiments

To test the hypothesized relationships, we conducted two
experiments. In the first experiment, we investigated the
effects of communicating different price-based motives
for the price introduction of a VAS on perceived price
fairness (H1-H4). We used an inflight entertainment cen-
ter of an airline as the VAS. In the second experiment,
we again tested the different price-based motives for the
price introduction (H1-H4) and additionally included the
nonalignability-based motive (H5, H6a, 6b, 6c), using the
technical support hotline of a laptop manufacturer as the
VAS stimulus.

3.1 Study 1: Communicating Price-Based Motives

Pilot study. To test H; to Hy, we needed a VAS that
supplements a base product or service. In a pilot study
(N=22), we thus aimed to identify a VAS that provided
customers with added value (Flint, Woodruff, and Gar-
dial 2002). The pilot study also served to identify price
anchors of willingness to pay for the VAS to derive a
price for the price introduction (Homburg, Hoyer, and
Koschate 2005). Using the airline industry as an industry
setting, we assessed three VASs: an individual entertain-
ment center, a comfort package, and a booking support.
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For each VAS, we asked participants to evaluate different
aspects, including willingness to pay and attitude. For the
individual entertainment center, participants were willing
to pay a price (M=7.57€) compared to the other two
VASs for which participants were not willing to pay an
extra amount. The individual entertainment center was
perceived to offer the highest additional value (M=5.28;
1 = lowest additional value; 7 = high additional value)
compared to that of the other VASs (Mcomfortpackage = 1-72;
Mpookingsupport = 2-83). We also asked participants whether
they perceived the price as too low or too high. Based
on these insights, we calculated a price for the individ-

ual entertainment center. Employing the Van Westendorp
(1976) method, we chose an introductory price of 10€ for
the individual entertainment center that was previously
available for free.

Main experiment. To test the hypotheses, we applied a one-
factorial (communicated motive: cost-based vs. value-
based vs. competition-based vs. no price-based (control))
between-subjects design. Prior to the main study, we
recruited participants using a commercial customer panel
and conducted a pretest (N = 47) to verify the scenario
descriptions.

Table 2: Overview of manipulations (Study 1 and Study 2)

Study 1

Study 2

General text
at beginning
of Email

“Dear customer, during our long-distance
flights we have offered you and will continue

to offer you our individual entertainment center.

This service allows you to choose from a vari-
ety of your favorite TV series during the flight.
In order to do this independently of the fellow
travelers, we provide you with a personal touch
screen and headphones ...”

“Dear customer, so far we have offered you our technical
support to solve your problems by telephone, 24 hours a
day, 7 days a week...”

Manipulation: Communication

No price-based
motive

“...We can no longer provide this service for
free. From now on we will charge 10€ for this
service...”

“...We can no longer provide this service for free. As of
now, we are charging a usage fee of 18€ a year...”

Cost-based
motive

“...From now on we have to charge 10€ for this
service. Due to increased costs with regard to
personnel, maintenance, and repair of the indi-
vidual entertainment center, we cannot offer
this service for free any longer. ...”

“...We are confronted with higher costs for human
resources due to, e.g., intensive training of our employ-
ees and thus cannot offer the service for free anymore.
In order to be able to offer you the same quality in the
future, we are introducing a usage fee of 18€ per year for
our support service...”

Value-based

“...From now on we charge 10€ for this ser-
vice. In this way we are able to continuously
provide you the best service quality. With
this service we offer you a range of impor-

“...In order to be able to provide you with the best pos-
sible service in the future as well, we are introducing a
usage fee of 18€ per year for our support service. The
reason for this price introduction is the additional value

based motive

motive tant benefits like entertainment and relaxation. | that the service offers. In this way, we can make sure that
With our entertainment services you can take | you will also benefit from the high additional value of the
your mind off things easily. service in the future by solving your problems quickly,
easily, and straightforwardly...”
“...From now on we charge 10€ for this ser- | “...Our main competitors have introduced prices for their
. vice. Our competitors also price this service, support services which are similar to the one we offer.
Competition-

and in order to stay competitive we have to
charge a price for the service as well...”

Because we are operating in a highly competitive market,
we will introduce a usage fee of 18€ per year in order to
adapt to the modified competitive conditions...”

Manipulation: Alignability

. N/A “...We will continue to offer you this telephone hotline in
Alignable VAS / y ., P
the future...
N/A “...From now on, when experiencing technical problems,
Nonalignable you can contact our team of experts via our company own
VAS messenger or email and communicate with them via text

message whenever you need it....”

In the main study, individuals were recruited using a
representative commercial customer panel. To participate

SMR - Journal of Service Management Research - Volume 9 - 3-4/2025
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last 12 months. In total, 302 individuals participated in
the experiment (M,,. = 39 years; SD = 16 years; 52.3%
female,). We randomly assigned participants to one of
the four treatment conditions, resulting in approximately
equal cell sizes.

After a short introduction that did not mention the
research topic, participants were asked to imagine that
the holiday season was about to start and that they were
planning to book a long-distance flight. They were con-
sidering choosing a well-known airline provider from
which they regularly received emails featuring news, spe-
cial offers, etc. Participants were also informed that they
recently had received an email from this airline informing
that a price for the free individual entertainment center
had been introduced. All participants found a descrip-
tion of the individual entertainment center in the email,
information on the price introduction, and a specific
price-based motive for the price introduction, except for
the control group, which received such information (see
Tab. 2 for information regarding the manipulation). After
the presentation of the respective scenarios, all groups
were asked to respond to the scales measuring the latent
variables and control variables. Finally, participants com-
pleted manipulation checks and demographic questions.

Perceived price fairness and purchase intention were
measured by adapting existing multi-item scales. These
variables as well as manipulation checks and control vari-
ables were assessed using 7-point Likert scales (1=totally
disagree; 7=totally agree) (see Appendix for measure-
ments). We collected demographic information at the end.
Reliability measures revealed satisfactory results for all
constructs, yielding Cronbach’s alpha values of .946 for
perceived price fairness and .959 for purchase intention.
The average variance extracted was greater than .862,
and the composite reliability measures exceeded .961.We
applied Fornell-Larcker’s criterion to assess discriminant
validity (Fornell and Larcker 1981) (see Tab. 3). Infor-
mation regarding the measurements is provided in the
Appendix.

Table 3: Test of discriminant validity (Study 1)

(©) @ @) @ | O
(1)Perceived price fair- .862*
ness
(2)Purchase intention .685 .891*
(3)Price Level 772 667 NA
(4)Price Bundle .309 .220 362 | NA
(5)Availability of substi- 113 -133 | -.087 | .031 | NA
tutes

*Average variance extracted of constructs
The other elements are squared correlations among the con-
structs.

Findings and discussion. A manipulation check (“The air-
line did not justify the price introduction for the inflight
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center.”) confirmed that participants perceived the price
introduction as less justified without a motive (M,,y_motive
=6.24) than with a motive (M,oiive = 2.14; Fy 30 = 301.77,
p < .001). Hence, the manipulation was effective. Sec-
ond, manipulation checks confirmed that participants
perceived the motives as intended. They rated justifica-
tions significantly higher in the cost-based (M = 6.13 vs.
2.75), value-based (M = 4.79 vs. 2.53), and competition-
based conditions (M = 6.34 vs. 3.06; all p < .001).

We conducted an ANCOVA to test the impact of price-
based motive communication on perceived price fairness.
The results show that communicating a motive leads to a
higher perceived price fairness (Mygve = 3.59) than not
communicating a motive (Momotive = 2-81; Fy 301 = 14.22,
p < .001). We then ran ANCOVAs for each price-based
motive communication. First, a cost-based motive has
a significant positive effect on perceived price fairness
(Meose = 4.05, Mpomosive = 2.81; Fy 153 = 26.35, p < .001),
supporting H1. Second, the value-based motive had a
significantly positively effect on perceived price fairness
Myare = 387, Muomotive = 2.81; Fy 130 = 19.94, p < .001),
supporting H2. Finally, price fairness is not significantly
impacted by competition-based motive communication
compared to communicating no motive (Mcompetitor = 2-97,
Myomotive = 2.81; Fy 145 = .32, p > .1). Hence, we find no
support for H3. See Fig.1 for an overview of perceived
price fairness for the different manipulations.

4,05 387

2,81

value-based
communication

cost-based
communication

no motive-based competition-based
communication ~ communication

Figure 1: Mean values of perceived price fairness across four experi-
mental conditions (Study 1)

To test H4, we ran an ANOVA with the variable
‘communication” consisting of four levels (no motive,
cost-, value-, and competition-based motive communica-
tion) and perceived price fairness as the dependent vari-
able. We found a significant difference in price fairness
between the four communication types (F; 595 = 12.61, p
< .001). Planned contrasts revealed no significant differ-
ence between the no price-based motive and competition-
based motive communication (Mcompetitor = 2-97, Mnomotive
=2.81; t = 1.13, p > .1) and between the value-based and
cost-based motive communication (Mt = 4.05, Mya1ue
= 3.87; t = 1.05, p>.1). However, the planned contrast
between value-based and competition-based motive com-
munication showed a significant difference (Mcompetitor =
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2.97, Myae = 3.87; t = 2.57, p < .01). Overall, we find no
support for H4.

We ran regression analyses to explore the influence of
the three control variables price level, price bundle, and
availability of substitutes. As shown in Tab. 4, the effect of

communicating no motive vs. a motive or communicating
the different types of price-based motives respectively on
perceived price fairness did not change when accounting
for the influence of the control variables on price fairness.

Table 4: Regression analysis (Study 1)

Dependent variable: Price Fairness
Model 1: No-motive Model 2: Cost-based Model 3: Value-based Model 4: Competition-
vs. motive motive motive based motive
Motive vs. no-motive .154**
Cost-based motive 281%%*
Value-based motive 243%#*
Competition—basted 058ns
motive
Controls
Price level -575%** -465%%* -.526%** -.565%**
Price Bundle -.015ms -.046" -.022ns .033"
Substitute availability -.038M -.105" -.069" -.047"s
R? .380 .379 408 .328
Adjusted R? 371 .362 .390 312
F 45.45%* 22.89*** 23.41 19.81***

#p < 001, **p < .01, *p < .05, p > .1

Additional insights. We also asked the participants to indi-
cate their purchase intention for the VAS to validate
previous findings on the positive effect of perceived
price fairness on such behavioral reactions (e.g., Camp-
bell 1999; Kukar-Kinney, Xia, and Monroe 2007; Maxwell
2002). Our results confirm previous findings (B = .69, F
301 = 265.76, p < .001). In addition, we carried out a medi-
ation analysis using the bootstrap test (5,000 resamples)
(Preacher and Hayes 2004). In support of a mediation,
the overall indirect path from communication to purchase
intention through price fairness was significant (b = .184)
with a 95% confidence interval excluding zero [.034; .387].
Holding price fairness constant, the direct path between
launch price and adoption intention was not significant
(b = .135, t = .778, p > .10), providing evidence for an
indirect-only (“full”) mediation (Zhao et al., 2010).

3.2 Study 2: Motive-based Communication

Study 2 pursued three objectives. First, we aimed to val-
idate the effects of price-based communication (H1-H4)
observed in Study 1. To this end, we applied the same set
of price-based motives as in Study 1 but adapted them
to a new scenario. Specifically, we used the technical
support service of a laptop manufacturer as the VAS. Sec-
ond, we examined an additional strategy for price intro-
ductions: the nonalignability-based motive (H5). Third,

SMR - Journal of Service Management Research - Volume 9 - 3-4/2025

we tested the interaction between price-based communi-
cation and the alignability of the VAS (H6a-Hé6c).

Pilot study. Recruiting participants from a commercial
consumer panel provider, we conducted a pilot study (N
= 44). We selected several VASs that existed in the mar-
ket: location-based advertising for navigation systems,
electronic check-in service for an airline, and technical
support for laptops. The pilot study had three objectives.
First, we sought to identify a VAS that participants actu-
ally perceived as providing added value (Flint, Woodruff,
and Gardial 2002). Second, we aimed to create alignable
and nonalignable versions of this VAS, ensuring that both
options yielded the same perceived value. Third, we mea-
sured participants’ maximum willingness to pay for the
VAS to determine an appropriate price point for introduc-
ing a fee (Homburg, Hoyer, and Koschate 2005).

Participants in the pilot study were unwilling to pay
for location-based advertising for navigation systems and
did not perceive added value in the electronic check-in
service for airlines. In contrast, the technical support for
laptops best suited our requirements. We developed the
scenario for laptop owners, describing the VAS as an
additional support service offered by the manufacturer.
The alignable version was presented as: “Your problems
will be solved by telephone, 24 hours a day, all week” (here-
after phone support). The nonalignable version was pre-
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sented as: “A qualified team of experts will answer your prob-
lems by email and messenger whenever you need it” (hereafter
electronic support).

Following the structural alignment model, the non-
alignable electronic support differed from the phone sup-
port on two alignable criteria and one nonalignable cri-
terion. The alignable differences concerned availability
(“whenever” vs. “24 hours a day, all week”) and channel
(“problems will be answered by email and messenger” vs.
“problems will be solved by telephone”). The nonalignable
difference referred to the agent (“a qualified team of
experts” vs. no equivalent attribute).

Perceived added value was measured using a multi-item
Likert scale (e.g., “I believe that this service is good value for
money”). Both VASs scored rather high (Mjignable = 4-82,
Mionalignable = 4-82; 6 indicating complete agreement), with
no significant difference (t = .63, p > .1). Similarly, willing-
ness to pay did not differ significantly (Mwrp_aiignable =
16.58€, Mw1p_nonalignable = 18.05€; t = 1.63, p > .1). Based on
these results, we set the price for both technical support
option at 18€ for the price introduction.

Main experiment. A total of 564 individuals participated
in the experiment (M, = 36 years, SD = 14 years; 57.6%
female). Participants were randomly assigned to one of
eight experimental groups in a 4 (price-based communi-
cation: no price-based motive, cost motive, value motive,
competition motive) x 2 (VAS alignability: alignable
vs. nonalignable) between subjects design. Eligibility
required participants to be at least 18 years old and to
have purchased a laptop within the last 24 months.

We followed the same procedure as in Study 1. After
a short introduction that did not mention the research
topic, participants were asked to imagine that they had
previously used the manufacturers’ technical phone sup-
port service free of charge and were now experiencing a
laptop problem. They were further told that they received
an email from the manufacturer informing them that a
price introduction had been introduced for this service.
The experimental scenario was then presented (see Tab. 2
for an overview of the manipulations).

After the treatment, participants completed a question-
naire measuring perceived price fairness and purchase
intention, followed by items on manipulation checks and
control variables. Demographic information was collected
at the end. We used the same scales as in Study 1 for
perceived price fairness (a = .952), purchase intention
(o = .959), and the control variables (see Appendix for
measurements). We assessed discriminant validity using

Fornell-Larcker’s (1981) criterion (see Tab. 5)
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Table 5: Test of discriminant validity (Study 2)

o 2 3 @ | 6
(1)Perceived price fair- .873*
ness
(2)Purchase intention .530 .891*
(3)Price Level 791 546 NA
(4)Price Bundle 277 187 275 | NA
(5)Availability of sub- 125 -.102 -063 | .020 | NA
stitutes

*Average variance extracted of constructs
The other elements are squared correlations among the con-
structs.

Findings and discussion. Manipulation checks confirmed
that participants perceived the communication manipu-
lations as intended: cost-based (Mpocost = 3-17, Mot =
5.23; Fy 56 = 126.33, p < .001), value-based (Mpgoyaiue =
2.43, My,pe = 5.82; Fy 56, = 162.09, p < .001), and competi-
tion-based (Mnocompetition =290, Mcompetition =5.82; Fl, 562 =
309.51, p < .001). To determine whether the participants
distinguished between the alignable and nonalignable
VAS, we asked whether the new VAS was the same as the
previous one (“The VAS that will be available in the future is
the same as the previously offered VAS”, with 7 = complete
agreement). As expected, participants rated the alignable
version higher (Myjignaple = 5.06) than the nonalignable
(Mronatignable = 3-17; Fy 560 = 189.22, p < .001).

We conducted ANCOVAs to test the main hypotheses on
the impact of price-based communication on perceived
price fairness. First, results revealed that the cost-based
motive had a significant positive effect (Momotive = 1.83,
Mt = 4.15; Fy 56, = 320.73, p < .001), supporting HI.
Second, consistent with Study 1 and H2, value-based
communication also increased perceived price fairness
(Mpomotive = 1.83, Myae = 3.37; Fy 56, = 167.09, p < .001).
Third, competition-based communication significantly
enhanced perceived price fairness as hypothesized (H3,
M omotive = 1.83, Mcompetition = 2.93; Fl, 562 = 128.89, p <
.001). Unlike in Study 1, where the effect was positive but
nonsignificant, Study 2 revealed a significant effect. This
difference may stem from the type of VAS used: In Study
2 we employed a stand-alone VAS (technical support), for
which competitor pricing is more relevant. In contrast,
Study 1 used an in-flight entertainment system, which
was inseparably tied to the base service of flying. The
results suggest that competition-based communication
exerts stronger effects when the VAS can be consumed
independently of the base product or service.

We again ran regression analyses to explore the influence
of the three control variables. As in Study 1, we controlled
for price level, price bundle, and participants” awareness
of the availability of substitutes. As shown in Tab. 6 (Mod-
els 2-4), the effect of the different price-based commu-
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nication strategies on perceived price fairness remained
unchanged when these controls were included.

To test H4, we conducted an ANOVA to identify the
most effective price-based communication motive for
price fairness perceptions. Results revealed significant
differences across the four communication types (Fj s49
= 65.20, p < .001). Planned contrasts showed significant
differences between the no price-based and competition-
based conditions (Mpemotive = 1.83, Mcompetition = 293, t =
3.53, p < .01), between the competition-based and cost-
based conditions (M ompetition = 2:93, Mcose = 4.15, t = 347,
p < .01), and between the cost-based and value-based
conditions (Mys; = 4.15, My ppe = 3.37, t = 13.42, p < .001).
The last contrast, however, was in the opposite direction
of our hypothesis. Thus, H4 is only partially supported.

An ANCOVA testing the main effect of the nonalignabil-
ity-based motive on perceived price fairness showed that
making the VAS by nonalignable increases perceived
price fairness (Mjjignabie = 296, Mponalignable = 317, F1, 562 =

3.70, p < .1), providing weak support for H5. This positive
effect also held when accounting for the control variables
(see Tab. 6, Model 1).

We used moderated regression analyses to test for the
interaction effects. In this procedure, the interaction term
of each price-based communication type and alignability,
alongside the independent and control variables, was
regressed on perceived price fairness (see Tab. 6, Model
2-4).

For the
alignability, we found a significant effect on perceived

interaction cost-based communication and

price fairness (p = 431, p <.001). Mean comparisons indi-
cated that making the VAS a nonalignable VAS increased
perceived price fairness when no motive was communi-
cated (see Fig.2-4). However, for cost-based communica-
tion the pattern is reversed, with lower fairness percep-
tions for the nonalignable than for the alignable VAS (see
Fig. 2). Thus, H6a was supported.

Table 6: Regression analysis (Study 2)

Dependent variable: Price Fairness
Mo'del 1:‘Non- Model 2: Cost-based Model 3: Value-based Model 4: Competition-based
alignability- p
bas% d moti}\lfe motive motive motive
COS:;S;ZI 583+ 334
Valuerf;sif’i 570%+ 170%
bV Aot 254
Alignability - 116%** -.266%** -.334%** -.410%**
Interaction
Terms
Cost—ba;ﬁg ;( 437
Value—baasleig Ii( 6our
Comp—ba;leig 1: 335
Controls
Price level -.507%%* -.302%%* -.324%%% -.213%* -.250%%* - 3475 -.354%%%
Price Bundle -.072* -.077* -.076** -.118** -.122%* -.070m .056"
Subsmme;]‘j‘i’ﬁlt; 0421 0041 0330 0197 0180 - 079+ -057m
R2 .289 .631 .689 461 .626 441 517
Adjusted R? 284 .626 .682 453 .618 433 .508
F 56.92** 115.23#** 98.69*** 55.70%** 72.03%** 57.56*** 51.84%**

4 < 001, **p < .01, *p < .05,™p > .1
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We also found a highly significant interaction between
value-based communication and alignability (B = .694,
p < .001). as shown in Fig. 3, value-based communica-
tion led to higher price fairness for an alignable VAS
compared to no-motive communication, supporting Héb.
Finally, the interaction between competition-based com-
munication and alignability was significant (B = .335,
p < .001). However, visual inspection revealed similar
fairness perceptions for competition-based communica-
tion across alignable and nonalignable VASs (see Fig. 4).
Hence, H6c was not supported.

7
6

5

A 3.88

3 221 —
2 | |

no price-based communication cost-based communication

S Alignable VAS @ Nonalignable VAS

Figure 2: Interaction of cost-based communication and alignability
on perceived price fairness (Study 2)
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Figure 3: Interaction of value-based communication and alignabil-
ity on perceived price fairness (Study 2)
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Figure 4: Interaction of competition-based communication and
alignability on perceived price Fairness (Study 2)

Additional insights. We investigated whether perceived
price fairness mediated the effect of communication on
purchase intention. The indirect path from communica-
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tion to purchase intention via perceived price fairness
was significant (b = .189, 95% CI [.114; .265]. When
holding perceived price fairness constant, the direct path
between communication and purchase intention was not
significant (b = .064, t = 1.624, p > .10), providing evi-
dence for an indirect-only (“full”) mediation (Zhao et al.,
2010).

4. General Discussion and Theoretical
Contribution

In today’s highly competitive environment, companies
increasingly seek to diversify their revenue streams. As
a result, the long-standing practice of offering VASs free
of charge is being challenged (Cziehso, Schaefers, and
Kukar-Kinney 2019). Companies in both consumer and
industrial markets are beginning to charge for VASs that
were previously free (Mustak et al. 2023). These firms
urgently need guidance on how to introduce prices with-
out provoking negative customer reactions, as behavioral
pricing research demonstrates that price introductions
often evoke perceptions of unfairness (Bolton, Warlop,
and Alba 2003; Campbell 1999; Cziehso, Schaefers, and
Kukar-Kinney 2019; Sheng, Bao, and Pan 2007;), which in
turn reduce purchase intentions (Raghubir 2004).

Against this backdrop, our study investigates customer
reactions to VAS price introductions, and we demonstrate
how firms can mitigate fairness concerns and enhance
purchase intentions. Across two experiments, we show
that communicating clear, externally attributable motives
—particularly cost- and value-based explanations—and,
under certain conditions, modifying services to reduce
comparability, significantly enhances customers’ fairness
perceptions and acceptance of price introductions for for-
merly free VASs. By examining cost-, value, and compe-
tition-based motives as well as alignability we extend
behavioral pricing research and provide insights into how
firms can introduce prices effectively in contexts where
customers have grown accustomed to receiving services
at no charge.

Prior research shows that providing motives for price
increases can influence customers' fairness perceptions
(Campbell 1999a/b; Homburg, Hoyer, and Koschate
2005). Yet, little is known about how firms can effectively
communicate the introduction of prices for VASs that
were previously free. With the growing prevalence of the
free-to-fee trend, particularly in IT, web-based services,
and industrial services that have long been offered at
no cost (Mustak et al. 2023), understanding motive-based
communication strategies has become increasingly critical
for both scholars and practitioners.

Our research examines the role of motive-based commu-
nication in price introductions for previously free VASs.
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Drawing on attribution theory in the context of behav-
ioral pricing, we show across two experiments that pro-
viding clear motives enhances customers’ perceptions of
price fairness. By demonstrating this effect across two
service categories, a support VAS for a base product
(laptop) and an entertainment VAS for a base service
(flight), we extend prior research on price communica-
tion strategies. Unlike Bower and Maxham (2012), who
showed that rationales tied directly to the transaction did
not reduce negative customer reactions, we find that fair-
ness perceptions improve when price introductions are
attributed to external causes, a finding that is consistent
with attribution theory’s distinction between internal and
external attributions (Heider 1958). This finding is par-
ticularly important because customers closely scrutinize
firms” underlying motives (Campbell and Kirmani 2000).

In addition, our research contributes to the literature
by differentiating among several motive types—cost-
based, value-based, competition-based, and nonalignabil-
ity-based—and assessing their effectiveness in the free-
to-fee transition. The results underscore the particular
importance of communicating a cost-based motive, when
introducing a price for a previously free VAS. While prior
research highlights the role of value-based communicat-
ing in optimizing price structures (e.g., Nagle and Cress-
man 2002), empirical evidence on its effectiveness in the
context of VAS pricing has remained scarce.

Finally, we demonstrate that companies must also con-
sider situational factors. In particular, little research has
examined whether modifying a VAS to render it non-
alignable can enhance customers’ price fairness percep-
tions. Prior work indicates that reducing the compara-
bility of alternatives can positively affect fairness judge-
ments of price differences (Xia, Monroe, and Cox 2004), a
finding relevant for both core and value-added services.
When alternatives are less comparable, customers find
nonalignable attributes more difficult to evaluate (Lee
and Lee 2007; Sun, Keh, and Lee 2012; Zhang and Fitzsi-
mons 1999). Consequently, they rely more heavily on
alignable attributes (Griffin and Broniarczyk 2010; Mark-
man and Gentner 1997; Zhang and Markman 2001).

By introducing the nonalignability-based motive, we
extend prior pricing research. While earlier work shows
that alignable components are easier for customers to
compare (Zhang and Markman 1998), our study inte-
grates the structural alignment model (e.g.,, Gentner
and Markman 1994, 1997) with behavioral pricing. We
demonstrate that modifying a VAS to make it non-
alignability, and communicating this modification as the
rationale for the price introduction, favorably affects
customers’ perceptions of price fairness. Importantly,
we also show that nonalignability-based communication
moderates the effectiveness of price-based communica-

SMR - Journal of Service Management Research - Volume 9 - 3-4/2025

tion. Extending the structural alignment model to the
pricing domain and combining it with attribution the-
ory, we reveal that nonalignability shifts customers” atten-
tion away from direct price-based comparisons, thereby
increasing the acceptance of the price change. This find-
ing is consistent with research suggesting that consumers
are more receptive to price changes when they perceive a
credible rationale (Morales and Fitzsimons 2022).

5. Managerial Implications

The present research offers actionable strategies for com-
panies introducing prices for formerly free VASs. Firms
face a particularly challenging situation when monetizing
services that customers have long perceived as comple-
mentary as these price introductions often fairness con-
cerns and resistance. Our findings reveal that managers
can mitigate these risks through clear motive-based com-
munication.

Companies should consistently provide explanations
when migrating to a fee-based pricing model. Among the
tested motives, cost-based explanations, such as increased
resource requirements or rising expenses, are especially
persuasive because they shift customers” attribution to
external, uncontrollable causes. When cost-based com-
munication is not feasible, firms should emphasize the
added benefits of the VAS through value-based commu-
nication. Competition-based motives, by contrast, should
be applied cautiously, as they tend to be less persuasive
in shaping fairness perceptions.

Beyond communication, managers should also consider
the strategic design of their VAS portfolio. When a strong
price-based motive such as rising costs is available, main-
taining alignability of the service, ie., keeping the paid
service comparable with the formerly free version, can
help justify the price change. In cases were credible price-
based motives are less viable, firms may instead modify
the service to reduce direct comparability. By rendering
certain attributes nonalignable, for instance, by adding
features or tailoring the service to specific customer
needs, firms can shift evaluations away from direct price
comparisons and increase acceptance of the fee.

6. Limitations and Further Research

This study has several limitations that open avenues
for future research. First, we focused on two types of
VASs: in-flight entertainment provided by an airline and
technical support offered by a laptop manufacturer. The
entertainment center represents a VAS that cannot be con-
sumed independently of the base service, whereas the
technical support service can be accessed separately from
the base product. This contextual specificity may limit the
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generalizability of our results to other contexts, such as
e-commerce platforms introducing fees for services like
product returns. Future research may thus investigate
other types of VASs.

Second, we did not consider other potential boundary
conditions. Fairness perceptions, which are central to
customer responses to pricing motives, may be shaped
by cultural norms and can differ substantially across
customer segments, such as value-sensitive versus brand-
loyal customers. Future research could therefore examine
different cultural contexts, customer segments, and ser-
vice types to clarify how contextual factors moderate fair-
ness perceptions and the effectiveness of price communi-
cation strategies.

Third, we used email as the medium for announcing the
price introduction. This choice reflects common business
practice (Pauwels and Weiss 2008) and allowed us to con-
trol for channel-related effects. However, companies also
use other communication vehicles, such as homepage
announcements, in-app notification, in-person or chatbot
contacts, or social media. In addition, in contexts such as
air travel, customers may not always be informed about
about additional in-flight charges prior to buying a ticket.
Future research could compare the relative effectiveness
of different media and time points in shaping customer
responses to price introductions.

Fourth, to control for potential confounds, we selected
two VASs whose prices fell within a comparable range
(10€ for the entertainment center and 18€ for the tech-
nical support) and whose base offerings (a transatlantic
flight and a laptop) were similarly priced (400- 500€). This
design minimized the influence of relative price magni-
tude, which is known to affect price fairness perceptions
(Morwitz, Greenleaf, and Johnson 1998). Future studies
could test whether our findings extend to higher abso-
lute price levels or for VASs with relatively larger price
increases compared to the base offering.

Fifth, while we tested value-based communication in
line with existing literature, we held the actual service
value constant. In practice, however, firms often enhance
the value of a service when moving from free-to-fee,
for example, airlines may introduce premium content
in in-flight entertainment. This abstraction may partly
explain why value-based communication did not result
in higher price fairness than cost-based communication.
Future research could examine value improvements as
both a communication and structural strategy. Specifi-
cally, research could investigate how tangible service
enhancements accompanying price introductions affect
price fairness perceptions, consumer acceptance, willing-
ness to pay, and perception of value.

Finally, although both of our chosen VASs exist in the
market and have been subject to actual price introduc-
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tions, we cannot rule out that in reality customers may
switch to alternative providers still offering these VASs
for free. Moreover, we did not capture longitudinal effects
such as whether customers adopt over time or alter
provider choice in subsequent purchase decisions. Future
research could investigate the longitudinal consequences
of free-to-fee transitions, including customer loyalty and
competitor responses, and how these dynamics influence
not only price fairness perceptions but also repurchase
behavior.
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Construct

Cronbach’s
alpha

Item-to-total
correlation

Average
variance
extracted

Composite
reliability

Perceived price fairness:

Items adapted from Kukar-Kinney, Xia, and Monroe (2007)

946 / 952 862 / .873 961 / .965

I think the price I would have to pay if I bought the (VAS) is
fair.

.897 / 927

I think the price I would have to pay if I bought the (VAS) is
acceptable.

.891 / .956

I think the price I would have to pay if I bought the (VAS) is
satisfactory.

.823 / 919

The price for the (VAS) is acceptable.

873 / 941

Purchase intention:

Ttems adapted from Dodds, Monroe, and Grewal (1991)

959 / .959 .891 / .891 970 / 970

The likelihood of my purchasing the (VAS) is high.

910 / 913

I would probably choose the (VAS).

904 / 916

I'would like to buy the (VAS).

.898 / .879

The probability that I would buy the (VAS) is high.

907 / .890

Mean S.D.

Controls

Price level

The price for the VAS is too high.

4.49 /498 192 /178

Price bundle

As a result of the price introduction for the VAS, T expect the
price of the flight / laptop to decrease.

2.23 / 2.66 1.65/1.78

Availability of Substitutes

I am aware of similar VAS which are available for free.

3.20 / 497 190/ 1.71

Keywords: price introduction, value-added service,
price fairness, motives, alignability
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