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Evaluating price fairness in hedonic and co-created categories 

Abstract 

Since most of the consumer transaction are valued based on economic utility, prices and cost 

involved in transaction forms the important aspect of evaluating transactions. Price fairness 

literature evaluates the fairness of these transaction from the perspective of consumers. Most of 

the relevant research on price fairness are motivated by principle of dual entitlement (Kahneman 

et al 1986) which argues that in fairness perceptions are governed by the belief that firms are 

entitled to a reference profit and consumers are entitled to a reference price. Most of the literature 

on price fairness has been studying the fairness perceptions when status-quo is changed, for 

example increase in prices to take advantage surplus demand, or newly obtained monopoly power, 

or increase in costs. However, the literature has not looked in to price fairness perceptions related 

to the emerging categories of hedonic products or co-created products. Our research aims to 

contribute to such knowledge by explicating the price judgment mechanisms contextualized by 

theories related to these emerging categories.  

Introduction 

Co-creation has emerged as an important concept in management. Academic research in the areas 

of innovation, marketing, operations, public policy, and corporate social responsibility is engaging 

important questions regarding co-creation (Atakan et al. 2014; Galvagno and Dalli 2014; Kull and 

Heath 2016; Voorberg et al. 2015). Co-creation involves customers’ active participation in various 

stages of production as they utilize their operant resources of skill, effort, and knowledge (Prahalad 

and Ramaswamy 2004; Vargo and Lusch 2004). Enabled by technology, heightened customer 

willingness to participate in co-creation, and a competitive push to firms to transfer power to 

customers, firms are increasingly adopting co-creation. Firms are trying to be more efficient by 

allowing customers and other stakeholders to take over some of their activities in the value chain 

(Cova and Dalli 2009; Prahalad and Ramaswamy 2004; Vargo and Lusch 2004; Voorberg et al. 

2015). Given the very nature of the engagement and interaction that occur between the firm and 

the customer in the task of co-creation, a fairness perspective demands an understanding of how 

the co-created value is distributed (Ferguson et al. 2014; Williams and Aitken 2011).  

Hedonic categories are increasing due to several reasons like increased quality of life in many 

markets. The shift from utilitarian centric economy to hednonic economy started in at least three 

decades back. Today, several product categories including automobile to hospitality is witnessing 

such a transformation. Theorization in hedonic categories have witnessed several important paths, 

for example ……. (to be filled). However, the consumer perception of price unfainress in this 

emerging category is still under-researched.  

We are interested in the following research question? 

1) How does the emerging categories of co-created products influence customer perception

of price fairness? 

2) How does the emerging categories of hedonic products influence customer perception

of price fairness? 

Expected Hypotheses 

H1: Consumers tend to perceive prices in utilitarian products as less fair when compared to hedonic 



 

 

products. (Need to be argued) 

Consumers use various resources to co-create and many of these have monetary value. In absence 

of consumer co-creation, firms will have to bear an extra cost to access such resources, which in 

turn will affect the pricing of the firm’s offering. Although co-creation brings its own benefits to 

consumers, it is natural that they will become aware of the salience of the cost of their investments 

in resources. They will also become aware that these investments reduce firms’ expenditures on 

resources. Some consumers may even start to perceive that firms bring in consumers to co-create 

because they have the ulterior motive of cost-savings (Cova et al. 2011). This might lead customers 

to perceive that when they engage in the co-creation of services and products, firms charge an 

unfair price for those services/products. (Campbell 1999; Xia et al. 2004). In fact, some scholars 

have extended these arguments to claim that co-creation might result in double exploitation 

because co-creating firms over price their offerings solely on the basis that the offerings were co-

created (Pongsakornrungsilp and Schroeder 2011).  

Given that product comparisons are becoming increasingly easy, consumers commonly compare 

co-created and non co-created offerings. When they do not see a substantive difference between 

the two, they consider the act of co-creation to have been highly sub-optimal and unfair to them, 

and feel their efforts have been wasted (Xia et al. 2004). As Cova and Dalli (2009) argue, 

perceptions of exploitation can therefore germinate when consumers co-create, resulting in the 

feeling that the co-created offerings are priced unfairly. Therefore, we hypothesize that: 

 

H2:  Consumers tend to perceive prices in co-created products as less fair when compared to non 

co-created products.  

 

H3: Evaluation of price fairness related to the co-created status gets moderated by the hedonic vs. 

utiliarian nature of the product category. ( Need to be argued) 

 

Method (later) 

Experiments using revenue split in to profits. Share of profit will be used as representative of 

judgement regarding fair price.  

Suppose a customer is asked about their estimate of how much percentage of revenue  is allocated 

to each of these categories? (Total revenue= 100 %) 

Cost of goods = 

All other costs =  

Profts = 
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