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Abstract: Digitalization poses great challenges for companies and especially for newspaper publishers. Due to the large
number of digital competitors on the advertising market, media companies are forced to proactively win customers. A major
German media company has thus dared to experiment and put the question of pricing for booking newspaper advertising in the
hands of its customers. With the so-called "pay what you want" (PWYW) payment model, customers can be won and additional
budgets spent. This paper explores the question of whether PWYW is a suitable sales model for newspaper companies and
which factors have an influence. The results of the interviews with those involved show solutions, opportunities, problems and
that additional turnover can be generated.
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Introduction and Literature review

With its primary products, the newspaper and the advertising journal (weekly newspaper), the German
newspaper industry has been experiencing declining revenues and circulation for more than a decade,
and the critical situation in the industry is not expected to improve in the next few years either - it may
even worsen (Miindges & Lobigs, 2020). Digitalization is forcing publishers to transform digitally, and
yet the weekly and daily newspaper business model is in danger because a reduction in readership and
explicitly declining revenues in the advertising market are the rule and not the exception (Daum &
Hoppe, 2020). Classic print advertising is no longer a self-perpetuator (Dorner, 2016) and therefore
requires a proactive approach to generate revenue in sales and to win or retain customers who have
become critical. Advertisers, today, have the ability to distribute their desired messages through
countless channels and media. Furthermore, digital technology enables the sought-after recipient to
search for or compile his or her own desired media and content, increasingly bypassing traditional media
offerings (Zurstiege, 2020). Publishers are in a phase of "trial and error," driven by the danger and
changes of digitalization, and in the process, amongst other things, no pattern for solution models has
been found throughout Europe (Hummel, 2020).

A newspaper company therefore has to come up with a lot to convince advertising customers of its
product portfolio, because a print product has no other advantages that can compete with digital
advertising apart from ad size, placement and circulation. The Internet has basically become an all-in-
one medium (Kochhan, Elsésser & Hachenberg, 2020).

A major media company took a special approach to activating customers. The sales staff were allowed
and expected to offer their customers advertising space in the weekly newspapers (>500,000 circulation,
>100 sales staff) and the customer was to decide for himself in which size, in which circulation and
above all at which price he would pay. This pricing model is known as "pay what you want" (PWYW).
PWYW is a pricing and distribution model in which the purchase price for a product or service is
determined solely by the buyer. Products or services are therefore offered without a set price, and the
buyer decides what price he wants to pay. The seller bears the risk for this. The exchange of services for
money takes place exactly at the price stated by the buyer, without the seller being able to withdraw
from his offer.

In the model that has been increasingly popular or studied in academic papers since the beginning of the
21st century (Narwal & Nayak, 2019), the PWYW offering is primarily found in the entertainment and
culture industry, restaurants and cafes, hotel and travel services, sports and leisure, or simple digital
services (Chung, 2017). This circumstance makes the offering of PWYW by a media company quite a
novelty. One rationale is that PWYW is more often used as a sales tool when a company competes with
other companies in its market, and PWYW is more likely to occur in markets with some degree of
product differentiation (Samahita, 2019). The media company under study cannot demonstrate
significant product differentiation and a competitive (print) market. It should also be emphasized that
customers were targeted "business to business”, because customers should buy advertising for
themselves or their companies. Since the customer is usually not disadvantaged by well-prepared print
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advertising (Dorner, 2016), the investigation carried out of this pricing model campaign is unusual,
because theoretically every customer would have to take advantage of the service, because their
company receives advertising and thus possibly in turn sales and profits, even if they only pay a very
small or symbolic amount in the end. A media company thus theoretically has the opportunity to gain
satisfied customers and obtain print sales for itself through PWYW. Whether PWYW is a suitable sales
model for newspaper companies acts as a research question to be answered here. The aim is to gain a
better understanding of the PWYW pricing model, to identify the relevant and influencing success and
failure factors, to weigh up the opportunities and risks and to compare and process the views of the
publishing house employees involved.

Although the customer determines the price in a PWYW offer and could strongly exploit the situation
to his advantage, studies (Egbert et al., 2015; Kunter, 2015; Samabhita, 2019) show that the price is
usually significantly different from zero and that good prices can also be obtained for the seller
(Hoffmann, 2016). Moreover, study results suggest that higher sales through PWYW can compensate
for the resulting lower prices (Roy, Rabbanee & Sharma, 2016).

Method

In order to answer the research question ("Is PWYW a suitable sales model for newspaper companies?"),
six (expert) interviews (random sample) were conducted with a selection of relevant people from the
company, consisting of management (CEO), publishing managers, and key account managers. Through
these individuals, it is possible to draw directly and indirectly on the results and experiences as well as
implementation of approximately 50 sales staff. In addition, the respondents themselves were active
with the PWYW offering. Methodically, a structured questionnaire was developed in order to inquire
about situation interpretations, motives for action, results, reactions and behaviors in as unbiased a
manner as possible. The aim of the study is to methodically and systematically obtain excerpts of reality
through the statements and findings of the qualitative survey technique of "interview". In addition, the
six semi-structured interviews are intended to capture personal perspectives, motives and individual
opinions. The interviews were conducted and recorded individually and in the context of a video
conference. Subsequently, all interviews were transcribed and accentuations as well as content-related
particularities were marked.

The 18-question questionnaire was designed to allow respondents to answer the questions openly,
narratively, and freely. The questionnaire thus served as a guide to cover all important topics and to
ensure comparability of answers without having to forego individual interview requirements or process
changes. The respondents were informed in advance about the aim and subject of the study. They were
also assured anonymity and interviews were conducted in the evening in a private setting to minimize
potential stressors for participants. All participants took part voluntarily and had the right to withdraw.
The aim was to "understand"” opinions, views, actions and motives as well as contexts on an ongoing
basis.

The choice of the interview method is suitable when scientific findings are to be reconstructed and a
high degree of openness is to be ensured for this purpose (Niebert & Gropengiefler, 2013). The interview
partners were not given any time constraints and were also asked to tell as much as possible about the
individual questions. If necessary, there were spontaneous interventions to deepen relevant facts or to
clarify ambiguities. In addition, the briefly formulated and specific questions of the questionnaire, which
only referred to the aspect of PWYW, had a planned structure (order of the questions).

The order of the questions was: a. regarding the time before the application of the pricing model
(situation, concerns, goals, preparation), b. clarification of actors and actions (people, approaches,
avoidances, and courses of action), ¢. changes and tactics, d. experiences and insights (customer
reactions, experiences, conversations, closures, rejections, customer retention, utilization, and sales) and
final evaluations and afterthoughts (sustainability, evaluation of PWYW, and other comments). In
addition, the questionnaire was tested in a small pre-test with two subjects to determine comprehension
of the questions, effects of the order of the questions, context effects and e.g., duration.

Finally, the questionnaire was structured in a way that the questions refer to the same aspects as far as
possible. Ultimately, starting from a preliminary understanding of the topic, a circular approach was
taken to the selection of the method, then the selection of the units of inquiry, the collection of the data,
and finally the data analysis (Witt, 2001). In the analysis itself, specific codes were classically assigned
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to the individual text fragments, sentences, or paragraphs (open coded, inductive), which were self-
generated or adopted from the knowledge of the existing literature. The resulting condensed statements
could then be understood as a system of categories, by comparing and connecting the individual codes
into a superordinate category. In the inductive procedure, the categories were determined in an
interrelation between the research question and the individual statements according to assignment rules
and constantly revised, reviewed and interpreted in relation to the initial question. Finally, eight
categories were interpreted.

Results

The research questions posed are intended to be answered by the findings from the categories that have
been classified as a relevant influencing factor for the research. Additionally, these findings were
compared and enriched with the findings of the current PWYW literature.

Reasons

The analysis of the interviews here very clearly reveals the reasons why staff chose PWYW. Uniformly,
participants were concerned with generating additional revenue that was not planned for on an annual
basis, or receiving additional budget from customers ("'l thought it was a fun approach, just thinking, is
it a way to increase revenue during this time," Yes, definitely getting additional sales™). A smaller aspect
is to find out the perception of the subjective estimation of the customers concerning the own offers and
prices ("The consideration was quite simply to check once whether customers know what our service is
worth"). The results are consistent with the current state of research, among other things, in that the
campaign took place in August, a time of low sales for the product offered ("silly season™) and is often
used by companies precisely then: "Some firms use so-called customer-driven pricing mechanisms to
sell excess capacity in times of low demand"(Kramer et al., 2017). Ultimately, companies in sectors or
industries want to use PWYW to generate revenue (Weisstein et al., 2019), as was the case in the media
company in question.

Advance

With respect to the "upfront” category, it is notable that the general preparation of the vendors was
reportedly very brief and not very detailed. E.g., in no case was there any mention, even in response to
follow-up questions, of how the salespeople had dealt with the PWYW issue and its specifics in advance.
There were team discussions and the coordination of customer potentials as well as segmentations of
customers ("Yes, customers selected, potentials defined", "...well, I only told that to good customers",
"The ones we just knew were so price-critical) as well as the intention to show a special concession
with the offer to particularly "good" or particularly price-critical customers, but there was little evidence

of preparations in the matter (arguments, sales techniques, understanding of the price model, etc.).

Why prior knowledge matters in sales and PWYW, studies suggest, is because a so-called reference
price when accepting and paying for a PWYW offer is important (Gerpott, 2016), especially if a
customer has a reference to the actual price of the offer and they can mentally recall that reference (know
the price or have already paid a price for a (similar) product). Furthermore, it is important whether the
consumer also considers these reference prices to be credible or reasonable (Gerpott, 2016). Moreover,
Kukla-Gryz and Zagorska (2017) found that PWYW values increase with an external reference price,
even if the expected quality of the offered product is unchanged. Moreover, it was found that when the
internal reference price a customer has is higher than the external reference price, PWYW payments are
significantly higher than when no reference price is given at all (Kukla-Gryz & Zagorska (2017).

In addition, the anchor effect should be mentioned here. In reference to GlaBner (2017), the anchor effect
means that people are strongly influenced by initial values. Thus, the anchor effect shows that a high
value acts in advance to be highly valued again later and can influence the purchase decision especially
in a PWYW situation. Additionally, the following should be noted: Stiirmer and Schmidt (2014) argue
that price often acts as an indicator of the value of an offer. Consequently, potential customers might
have problems evaluating the offered product or service quality if they do not know a fixed price. It is
thus actually indispensable and to be classified negatively, if salesmen do not know and in consequence
also not consciously use these systematics.

In the end, the evaluation of the interviews also did not reveal any uniform procedures, specific
avoidance or action patterns. It is clear that the customers were predominantly referred to the offer
impersonally by an e-mail ("...then we wrote to them, and a day or two afterwards we phoned them,
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some of them also got in touch directly then.”, "I was very annoyed that most of them only contacted
their customers by e-mail."). Changes or sales adjustments during the sales process, as well as tactics or
strategies, cannot be read or interpreted from the data.

Social reference

The relationship of sellers to their customers seems to have a high influence on the successful
implementation of PWYW. The evaluation proves that the relationship between seller and buyer is
important and shows a positive picture with regard to the acceptance of the offer and the payment of
good prices ("And there is a reciprocal effect, | think he can estimate very well what will happen if he
really charges outrageous prices. Eh, that won't necessarily have a positive effect on the future business
relationship, you'll be more careful with discounts in the future or the business relationship will be a bit
prejudiced, because you always know that he took advantage of that. | believe that sensible business
people simply don't take that risk.", "...I simply noticed that the work from the past, i.e. the relationship,
simply bears fruit in the action."). Additionally, long business relations and the intention of the
continuance of the relations seem to play a role ("...these are simply long-standing clients and they also
pay well”, “...but that was also up to us as advisors to work with the clients accordingly.... These were
people who were very critical of us, but who were already long-standing customers."). Beyond that, it
is noted that customers with whom there is a difficult business relationship pay poor or even very poor
prices even when accepting the PWYW offer ("...then we noticed that, due to the different customer
characters, there are of course also the total outliers, who paid one euro for half a page of
advertising...", "...is also always a very loyal and honest business partner and the other customer tends
to be the one who always tries to get an advantage somewhere", "Partly our customer relationships,

contacts, also from the past, were simply too bad, they then flattened us.").

These findings are also reflected in PWYW's research literature. The literature states that personal
contact between the buyer and seller can influence a willingness to pay. Positive payments are mainly
influenced by social preferences such as an aversion to unfairness and by the buyer's strategic motive to
support the seller in further participation in trade and market activities (Schmidt, Spann & Zeithammer
(2015). Marett et al. (2012) consider social factors important and mention loyalty and fairness, which
should be strong in the customer base to achieve good results and prices with the PWYW approach.
Kim, Kaufmann and Stegemann (2013) also confirm this: "Social distance within the buyer-seller
relationship also affects PWYW prices."

Customer Reaction

The category "customer reaction™ shows divergent results. On the one hand, customers react
"astonished" about the offer and the offer is declared with "negative reference"” or as a "desperate act"
("...But now you need it", "...is this the last revolt now? ", "Yes, they thought it was a joke", "...well,
they really meant whether | was pulling their leg, partly because then | really said you can choose...",
"they just didn't believe me at the beginning.") as well as mistrust towards the action becomes clear.
Nevertheless, acceptance, joy and curiosity are also visible ("Because they are already used to very high
prices from us and then to choose what you can pay, that's a cool feeling"”, "...some customers were
totally curious”, "A few didn't react at all, they were immediately in negotiation mode", "...and you
mustn't forget that every customer who confronts us is also a salesperson somewhere"). Ultimately, the
price model can be a good conversation starter in negotiations ("...and about the offer and then a

conversation just resulted from that.").

At this point, it should be emphasized that there is evidence (Menthe & Sieg, 2018; Carlsona &
Weathers, 2008; Piitter, 2019) that the trustworthiness of the seller, preconceived opinions and
expectations of the customer and the reputation of the supplier, as well as previous experience, are
important factors when offering purchase promotions and thus price models (both - positive and
negative).

Results

The first and most important item to be described is that the PWYW price model campaign definitely
led to additional sales for the media house and brought in additional budgets or ancillary sales (also in

line with the targets) ("Additional sales: yes, yes, | can sign off on that.”, "...more sales than we would
normally have achieved via “a normal list price campaign."”, "Because that's simply the sales that the
customer probably wouldn't spend like that.”, "...I would never have seen the money otherwise.").
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Furthermore, a majority of customers accepted the offer (*...I would now say, of the customers where |
offered it, 60% have accepted the offer.", "that the majority have then accepted the offer", ...Honestly,
of my customers, actually everyone has bought."). Fluctuations in the prices could be determined, but
nevertheless according to statements of the interviewees good and also high prices were obtained
("...that these fears were actually far-fetched and that this avarice fortunately did not come true.", "...the
prices were indeed more favorable than tariff, but by far not so far under, as we had feared at first",
"...and it was already so that the price estimate of the customers quite realistically took place. ”, "'l was
able to achieve really high prices in some cases, but not always", "...they set the prices relatively high.
S0, no one dared to say "one euro™."). The prices were often within a price range that the sellers and the
company could manage well and were satisfied with. Nevertheless, there were also critical voices and
exceptions ("Well, that, eh, the range was incredibly wide." ,"There were also outliers."”, “Some people
have already come to me and asked: "Can | really do that?"). One manager was even more critical:
"...hm, I wouldn’t do it again. ”, “If I now compare the time spent and the turnover, then perhaps it was

still a deal in which we earned money. "

Previous research suggests that the PWYW method can lead to high customer acceptance, although the
so-called price discrimination aims to sell the same good at different prices (Kalka & Kramer, 2020).
This approach suggests that higher sales and profits can be achieved than, for example, with uniform
price bids (Kalka & Kramer, 2020).

Certainly, not every customer is willing or able to name a price. For one thing, some customers are not
capable of thinking about a price, and for another, customers may be afraid of paying too much, too
little, or a socially inappropriate price. In addition, PWYW may be perceived by customers as too
innovative or may make them feel insecure because they are simply unaware of such promotions or they
are not common (Sander, 2019). There are social norms in buying and selling that customers are aware
of or prefer. People may find it difficult to break out of these social norms and they feel bad, ashamed,
or guilty when they break the norm (Rienera & Traxler, 2012). It should also be noted that customers
have difficulty determining the provider's existing costs (which they need for a reasonable price) and
therefore provide lower estimates (Schons et al.,, 2014). To prevent this effect, practitioners
implementing PWYW should communicate cost information at first contact to adjust clients' initial
estimates. Finally, there is data showing that pricing strategies based on the customer's estimated use
value are more useful in undermining price discrimination, increasing sales, and being more competitive
than when production costs are known to the customer as a baseline value (Antoun-Nakhle et al., 2020).
Ultimately, and critically, a quote from Raju and Zhang (2010) should be included: "Set pricing makes
every transaction an adversarial encounter, a conflict in which neither the seller nor the buyer ever leaves
completely satisfied."

Findings

As a finding from the sales work with the PWYW pricing model, it can generally be determined that
PWYW is a good tool for winning old or new customers or for refreshing partnerships ("... have the
feeling ... customers will work more closely together in the future, there is still room for improvement,
or you are running out of arguments, . ., conjures this marketing action from the hat, ..., tries to convince
him of... with your services and see if you can keep the customer this way, ... or generally win him over
to the topic of advertising for once..."). Nevertheless, it is also admonished and recommended to use the
product little or sparingly ("Pay what you want is a poison that is only good in small doses and after use
should be quickly put back in the poison cabinet.”, ...l liked it, | would recommend it, but only on the
background that you just think carefully to whom you offer it.", "'l think the customer should not get used
to it or know when we plan such actions.").

Hofmann (2016) describes that PWYW allows old customers who have switched to other offers
(sellers/companies) or show less interest to buy again or re-establish a business relationship.
Additionally, it remains to be noted that in general, and regardless of whether they are new or old
customers, there appears to be a tendency for buyers to behave "fairly" with PWYW (Haws & Bearden,
2006). This fact argues against the proposition that PWYW is a "poison" or should only be offered to
certain customers and with time limits. Nevertheless, there are also research findings that suggest that
PWYW price promotions both generate less willingness to pay or buy with steady or increased use - but
also the opposite can be observed, or the factors per se do not play a role at all. (Greiff & Egbert, 2018;
Antoun-Nakhle et al., 2020; Birnberg et al., 2020).
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Sustainability

There are indications that working with PWYW pricing models can deepen or stimulate new business
relationships, and that sustainable sales are also achieved, but the data or interview statements confirm
this only moderately ("with one or the other customer it was or is sustainable sales, yes, for sure",”...
so clearly, we were afterwards already better in contact with some customers, but how much is also

difficult”, "medium-term effect was already there", "that one got more out of the market and that the
people were pleased also somewhere, if one called"”, "'not the price-sensitive™). It is also interpreted that
these data of "sustainability" were not systematically recorded in the company and the employees did
not think much about the point. That is why no reliable statement can be made here. One employee even
answered in the opposite way and could not confirm sustainability in terms of sales (*No, no, you can't

read that from it.").
Instrument

The answers to the category "instrument"” are weak. With one exception, the experts or interviewees
defined PWYW as a good sales model, but probably related the statements primarily to the generation
of sales, neglecting all other factors around the pricing model. Furthermore, the statements show little
"enthusiasm” in the sense of a positive evaluation of the PWYW action ("And therefore | would say,
clearly, in certain situations or at certain times one can make such a thing already again and again",
"...and the advisors and the salesmen also the chance gives to step again more with the customers into
contact, where one can exclude in advance something, i.e. the stupid price discussion. ", "I judge it, so
| judged it, no, I judge it well”, Thus, | would say, it is "a better marketing measure", "if | see it as a

customer relationship tool, it is completely good", "clearly that is good, | suggested also to drive the
action more frequently or in special situations").

From a customer perspective, the work of Maziriri and Madinga (2015) should also be acknowledged,
as they describe that buyer remorse has an influence on future purchases from a seller. Thus, it is
important that PWYW also leads to satisfied customers (and not just satisfied sellers) if a business
relationship is to be successful in the future. Furthermore, it can be concluded from the literature that
interactivity ("customer determines the price™) and related pricing mechanisms, as well as consumer
involvement, can generate a higher level of attention and are also suitable for sales promotion activities,
allowing companies to differentiate themselves from other sales promotion activities, or to generate
interest while making pricing entertaining and exciting for the buyer (Hinz & Creusen, 2009).

Returning to the question of whether PWYW can generate additional revenues for a media company,
the evaluations of the interviews show a positive picture. General conclusions can be drawn about other
media houses (or providers of advertising space) and are additionally supported by the results of the
current PWYW literature. The results and statements can be clearly interpreted and there is sufficient
oral evidence. Nevertheless, critical features are also noted (e.g., too much work in relation to the result),
but these do not sufficiently refute an overall affirmative result. However, the number of interviews is
too small to speak for an entire industry and similar companies from different regions and to draw
conclusions about other sales areas. Nevertheless, this experiment of a newspaper house shows
possibilities, dangers and potential for improvement in the implementation of a PWYW method.
Nonetheless, according to our own personal assessment, the PWYW model is obviously not enough to
provide a real counterweight and long-term solution to digitalization. Our own subjective interpretation
of the statements from the interviews must be viewed critically. Other researchers could possibly
evaluate the results differently. Another point of criticism is the not pronounced use of theory building
methods. Due to the partly short interviews, not many codes were written down and developed and, in
the end, only few relevant categories resulted for the analysis, which were then evaluated and analyzed.
Nevertheless, this significantly reduced the overall complexity needed to get to the core of PWYW.

Conclusion

The research question "Is PWYW a suitable sales model for newspaper companies?" can be positively
evaluated on the basis of revenue generation (especially in a period of low sales). It is possible through
PWYW to obtain additional revenue from customers in the existing market and also to realize
economically justifiable and good prices. Nevertheless, a publisher also bears risks in doing so, because
not every customer is capable of dealing with such an offer or behaving "fairly”. This can result in
rejection and poor or low price offers. It seems to be important for a newspaper company that the sales
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people deal with the theory of the price model in order to show better results in the market. Additionally,
good and established business relationships with customers are important. In sales, the pricing model is
useful in addition to revenue generation to maintain, reactivate or expand business relationships.
Ultimately, however, experts caution against too frequent and general use. This warning cannot be
sufficiently substantiated from the current research literature.
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