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Abstract

How can a platform capture the value it creates for its users while fostering a diverse and inclusive mar-
ketplace? This study explores the potential consequences of monetizing a prominent promotional program
within a platform market for book promotions, specifically the Giveaways program on Goodreads.com.
Participation in this program was free until January 2018, when Goodreads introduced a policy that
imposed a flat fee on authors or publishers who wish to promote their books in this program. We employ
large-scale, fine-grained data to examine responses from both the supply side and the demand side of
the two-sided market to this monetization strategy. Our results suggest that this policy results in a
more concentrated book supply in the promotional market, increasing the market share of major and
established publishers and authors at the expense of smaller entities with fewer resources. The policy also
reduces book diversity in the marketplace, with a few popular genres becoming more dominant while
niche genres diminish further. These supply-side changes ultimately impact consumers, as the policy
exacerbates the effect of price promotion on word of mouth (i.e., increased review volume but lower va-
lence). An analysis of textual reviews and rating dispersion reveals that consumer-book mismatch drives
this consumer response. Our findings carry policy implications for platform owners and policymakers:
to establish and maintain a healthy ecosystem, platforms need to mitigate potential undesirable effects
from monetization strategies by implementing more flexible and nuanced incentive structures for various

participants.
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1 Introduction

Over the past decade, the internet and digitization have drastically transformed the markets for cultural
products, such as books, music, movies, and television shows. With the advent of search engines, recom-
mendation systems, and user-generated content, new technologies have revolutionized the way these cultural
products are produced, distributed, promoted, and consumed (Waldfogel, 2017; Peukert, 2019). In particu-
lar, digital platforms now play a vital role in our engagement with these markets. In recent years, various
platform businesses for cultural goods have emerged, including content streaming platforms like Net ix and
Spaotify, online retail marketplaces such as Amazon Books, and social catalog platforms like Goodreads and
Douban. These platforms have fundamentally altered how we interact with cultural products, disrupting
traditional industry business models.

Digital technologies have led to a signi cant reduction in content production and distribution costs,
ultimately resulting in lower costs of cultural participation for individuals (Peukert, 2019). This supply-side
implication has caused an explosion of new products in these markets (Waldfogel, 2017). Lower barriers to
entry in various cultural elds now enable anyone to become a creator , even without professional training.
Individuals can write their own book, compose a song, or shoot a short video, and share it with a broad
audience by publishing on various digital distribution platforms such as Amazon Kindle Direct Publishing,
SoundCloud, or YouTube. As a result, digitization has created a long tail of diverse content catering to
the niche preferences of di erent individuals who were previously underserved.

However, the abundance of new content has lead to greater competition among content creators, ne-
cessitating greater self-promotion and marketing e orts to stand out in a crowded marketplace (Nagara]
and Ranganathan, 2022). This is particularly relevant in the book publishing industry, which is the focus
of our research. With over four million new titles published in the U.S. in 2021, including self-published
and commercially published books, content creators need to have the necessary resources and channels to
e ectively promote their work to consumers who are inundated with new products. The number of new
tittes has been growing steadily in recent years, emphasizing the need for e ective promotion strategies in a
highly competitive market.

In the competitive landscape of cultural products, platform decisions about product promotion signif-
icantly impact consumer discovery and product success (Aguiar and Waldfogel, 2021). A growing body
of evidence suggests that consumption patterns of digital goods are becoming more concentrated and in-
creasingly reliant on platforms (Fleder and Hosanagar, 2009; Nielsen and Fletcher, 2022; Guinaudeau et al.,
2022). In the context of book publishing a market already characterized by high concentration platform
decisions to promote or incentivize independent or niche books and authors are essential for achieving cre-
ators' self-promotion goals. These factors raise concerns about how platforms exercise market power and
the potential implications for the overall marketplace. The issue of platform power is especially relevant in
the realm of cultural products, where fostering a diverse and inclusive environment for content creation is
critical. This environment is not only important for equity reasons but also for ensuring product variety and
diverse representation, catering to horizontally di erentiated consumer preferences in cultural products.

On the other hand, platform owners must establish e ective policies to manage value creation within their
ecosystems, as the sustainable growth of a platform business depends on sound governance. The concept
of platform governance stems from the idea that platforms serve as overseers of a micro-economy and are,
therefore, responsible for formulating policies and mechanisms that ensure favorable outcomes for the entire
ecosystem (Foerderer et al., 2021). Given the control platform owners exercise and their ability to interact
with participants across diverse market segments, they are uniquely positioned to develop mechanisms for



achieving these objectives (Rietveld et al., 2019).

Among the governance decisions a platform must tackle, formulating a robust monetization strategy is
one of the most crucial (Farronato, 2017; Parker et al., 2016). To maintain their operations, all platform
businesses need to develop methods for generating revenue streams by designing strategies to charge users for
the services provided. This complex issue encompasses several key decisions for platform owners, including
determining how to charge (e.g., subscription fee, transaction fee, enhanced access fee) and whom to charge
(e.g., one or both sides of the market, o ering a freemium model for price-sensitive consumers, charging full
price overall but subsidizing stars). As highlighted in Parker et al. (2016), monetization is one of the most
challenging and intriguing issues that any platform company must address.

Despite its importance, monetization remains an insu ciently understood aspect of platform governance.
This is particularly true for platforms focused on cultural products, such as books, movies, and music, where
a suboptimal monetization strategy may lead to an unfavorable equilibrium by pricing out underrepresented
participants and negatively impacting product diversity.

In this paper, we aim to deepen our understanding of platform monetization through an empirical ex-
amination of a case featuring a exogenous policy change: the introduction of participation fees in a digital
book promotion marketplace. Our study focuses on Goodreads.com, a social cataloging platform that allows
users to search for book information, create reading lists, write reviews, and engage with friends about read-
ing activities. Known for its role in book discovery and its extensive repository of user-generated reviews,
Goodreads has attracted over 125 million registered users as of 2021. We speci cally examine the mone-
tization of Goodreads' Giveaways program, a promotional tool directly connected to both book discovery
and review generation. Essentially, authors and publishers can launch campaigns to 'give away' their books,
increasing awareness, generating reader interest, and garnering reviews. Over recent years, the Giveaways
program has emerged as an immensely popular means of enhancing a book's exposure and helping users nd
their next read on the platform.

We leverage a natural experiment that occurred when Goodreads began monetizing this program. In
January 2018, the platform introduced a at fee (starting at $119) for authors and publishers to give away
their works. The sudden announcement provided only about two months for platform participants to adapt,
making it a relatively clean natural experiment suitable for causal analysis. Another bene t of our research
setting is the ability to observe the dynamics of both the supply side (authors and publishers) and the
demand side (readers) in the two-sided book promotion market. This enables a comprehensive exploration
of various factors within the platform ecosystem.

Although the new policy generates a revenue stream for the platform, the monetization mechanism raises
concerns about potentially damaging digital cultural participation, especially for independent authors and
small publishers. This could negatively impact consumers by diminishing the long tail and decreasing product
variety!. Conversely, one might argue that monetization Iters out low-quality participants from the supply
side, thereby increasing consumer satisfaction. Driven by these opposing predictions, we investigate the
e ects of Goodreads' speci ¢ governance decision to monetize its promotional feature by imposing a at fee
on the supply side on its marketplace.

Utilizing comprehensive and detailed data from (1) the Giveaways program; (2) book, author, and pub-
lisher information; and (3) consumer reviews and ratings, we uncover several novel insights regarding platform
monetization within the context of Goodreads. First, we observe a signi cant overall decline in marketplace

1Such concerns have also been voiced by the broader author community, for example, at  hitps://www.theverge.com/2017/
11/29/16714972/goodreads-giveaways-program-changing-standard-premium-tiers-authors



engagement following the implementation of the monetization policy, demonstrated by both the reduced
number of Giveaways campaigns hosted on the platform and the diminished reader crowd requesting books.
This substantial decrease in participation (approximately 66%) adversely a ects word of mouth both on
and o the platform (e.g., Twitter mentions and retweets). Moreover, supply-side monetization through a
at price does not impact all participants uniformly. While all entities experience a decrease in their o er-
ings in absolute terms, large publishers gain market share in the Giveaways program in relative percentage
terms. Conversely, small publishers lose market share, and self-published print books are almost pushed
out of the market. Notably, less estalished authors' and female authors' participation in the program de-
clines disproportionately following monetization. By examining the concentration of publishers participating

in Giveaways over time using the Hir ndahl-Hirschman Index (HHI), we also identify a sharp increase in
supply concentration among publishers (2.5 times relative to baseline).

Second, we discover that these supplier-related e ects contribute to a shift in product characteristics
within the marketplace. Speci cally, the diversity of book genres experiences a sudden drop around the time
of the monetization policy's enactment. Delving further into the proportions of di erent genres, we observe
a rich get richer, poor get poorer phenomenon in play popular genres increase their proportions, while
underrepresented genres further diminish due to the pricing mechanism.

Lastly, we focus on the demand side and investigate consumer reactions to the supply-side changes that
occur after monetization. Employing an event-study design and various di erence-in-di erences methods
and speci cations (Callaway and Sant'Anna, 2021), we observe that following the Giveaways program mon-
etization, books experience a decline in average ratings while review volume rises, consistent with literature
on price promotion (e.g., the Groupon e ect identi ed by Byers et al.,, 2012b). More signi cantly, the
monetization of the Giveaways program further exacerbates this e ect compared to books participating in
the program prior to monetization, average ratings decrease by approximately 0.1 stars and review volume
increases by 10 for books participating post-monetization. We hypothesize that the primary mechanism driv-
ing these results is the deterioration of consumer-product matches after the policy change, due to increased
supply concentration and reduced product variety in the market.

To support this hypothesis, we conduct a natural language processing (NLP) analysis of review texts to
directly infer signs of mismatch. We ask MTurkers to rate whether a negative review stems from t- or quality-
related issues and collect labels for 3,000 reviews. Using this set of manually labeled reviews as training data,
we ne-tune a pre-trained BERT model (Bidirectional Encoder Representations from Transformers) (Devlin
et al., 2018) to perform a prediction task that classi es whether a review is t-related and, consequently,
more likely to have resulted from a consumer-product mismatch. Applying our classi er to the entire sample
of reviews, we nd that after monetization, the proportion of negative reviews directly related to product t
increases by 15% relative to baseline, indicating a worsened consumer-product mismatch. Furthermore, we
present evidence that the magnitude of rating dispersion rises following the policy's introduction, providing
additional support for the mismatch hypothesis.

In summary, our study's ndings present a more intricate and nuanced perspective on platform moneti-
zation. Traditional wisdom regarding monetization often focuses solely on network e ects, i.e., how the value
of platform services depends on the number of participants on each side of the market. In our empirical
context, the concern of network e ects is that if a fee is introduced and the supply side (i.e., authors and
publishers) of the market begins to dwindle, the other side (i.e., readers) may also cease to derive value,
causing the market to unravel. We expand this view by examining the distribution and composition of
di erent participants and products in this marketplace (authors, publishers, books, and readers).



By looking beyond the quantitative aspect of network e ects, we identify some novel and (potentially)
unintended consequences of monetizing the Giveaways program. These ndings o er insights into the subtle
yet crucial considerations that should be taken into account when evaluating the success of a monetization
policy and the welfare of the ecosystem. Furthermore, they suggest that a platform must counterbalance
undesirable e ects by implementing more exible incentive structures for the various players in its ecosystem.

2 Related Literature

Our paper resides at the nexus of several research domains, encompassing digitization, platform governance,
product diversity, and consumer ratings. In this section, we synthesize the prevailing literature and under-
score our contributions within these contexts

2.1 Digitization of Cultural Products

Digitization and the emergence of online platforms have created a golden age of music, movies, books, and
television (Waldfogel, 2017), presenting both challenges and opportunities for creators. As entry barriers
continue to decrease, we observe heightened cultural participation and an in ux of new products within
these markets. Focusing speci cally on the book industry, we utilize it as a representative case to outline
the primary e ects of digitization on book market dynamics

On the supply side, Peukert and Reimers (2022) demonstrate that digitization yields valuable information
for predicting book publishers' product success speci cally, license payment size more accurately re ects
a book's ex-post success. Additionally, there is an evolving body of literature investigating the potential
cannibalization of physical book demand due to digital distributionrevealing context-dependent outcomes.
Exploiting an exogenous delay in the release of new Kindle e-books from a publisher, Chen et al. (2019)
discover that postponing e-book availability does not lead to increased print book sales. Similarly, Nagaraj
and Reimers (2021) nds that Google Books' digitization e orts actually enhance physical book sales by
improving discoverability of existing works. In contrast, Sharma et al. (2021) estimates that digitization
reduces print sales of adult ction books the e-book format's most popular genre by up to 30% on average.

Although the supply-side dynamics of book digitization on physical books have received substantial
research attention, there has been comparatively less focus on examining the e ects of digital promotional
strategies within the book market. As the array of new o erings available to consumers continues to expand,
generating signi cant welfare bene ts (Waldfogel, 2017; Aguiar and Waldfogel, 2018), self-promotion becomes
increasingly crucial for content creators (authors and publishers in our context). Our study contributes to this
literature by illustrating how the bene ts derived from digital book promotions may be unevenly distributed.
Speci cally, we demonstrate how monetizing digital promotional tools can result in downstream consequences
for the types of products being promoted

2.2 Platform Governance and Monetization

In numerous cultural product markets, digital platforms now serve as the primary mediators, resulting in a
complex interdependence among various participants within the ecosystem. Speci cally, platform decisions
regarding which products to promote signi cantly impact the consumer product discovery process. Given
the increasing importance of self-promotion for cultural products amid the crowded marketplace, platforms
now wield considerable in uence over the success of these products.



The platform governance literature is grounded in the concept that platforms manage a micro-economy
and are therefore responsible for devising policies and mechanisms that foster desirable outcomes for their
ecosystems (Boudreau and Hagiu, 2009; Tiwana et al., 2010; Parker et al., 2017; Parker and Van Alstyne,
2018). Prior research has explored various governance decisions, such as pricing mechanisms (Parker and
Van Alstyne, 2005; Hagiu, 2006; Farronato, 2017), control and openness (Parker and Van Alstyne, 2018),
platform awards and promotions (Rietveld et al., 2019; Foerderer et al., 2021), information exchange (Fo-
erderer, 2020; Huang et al., 2019), and platform owner entry (Foerderer et al., 2018; Zhu and Liu, 2018). In
the context of platforms' ability to in uence multi-sided markets, Aguiar and Waldfogel (2021), for instance,
investigate Spotify's promotion decisions on song and artist success, demonstrating that platforms hold con-
siderable power over their ecosystems. Rietveld et al. (2019) argue that platforms strategically choose which
complements to promote in order to e ectively manage value creation within the entire ecosystem.

Among the numerous governance decisions a platform must make to manage value creation, developing
a monetization strategy is crucial (Parker et al., 2016). Establishing a revenue stream is essential for the
sustainable operation of a platform company. However, despite the complexity and multi-dimensionality of
monetization, existing narratives primarily focus on preventing harm to network e ects. Although network
e ects are important for growing two-sided markets, the overall health of platform ecosystems depends on
multiple factors and may also in uence the content produced within a creative market. In this regard, Wu
and Zhu (2022) investigate how di erent revenue models in a novel-writing platform market respond to
intensi ed competition. They discover that revenue-sharing books exhibit a greater response to competition
than pay-by-the-word books in terms of content quantity and novelty. Our study expands this literature by
o0 ering new insights into the consequences of monetization beyond network e ects concerns we empirically
examine outcomes such as supply concentration, product diversity, and consumer-product mismatch.

2.3 Product Diversity and Fair Representation

Our research investigates supply concentration and the subsequent decline in product diversity concerning
book genres. Diversity has long been a vital scienti c concept as well as a signi cant societal focus (Gini,
1921; Shannon, 1948; Cowell, 2000). Within the context of digital platforms, prior studies have shown
that individual-level consumption diversity is strongly correlated with long-term user metrics (Waller and
Anderson, 2019; Anderson et al., 2020). This raises a critical question in platform governance: how to guide
user behavior to promote diverse consumption patterns while maintaining engagement (Anderson et al.,
2020; Hansen et al., 2021).

A considerable amount of research has focused on understanding the impact of algorithmic recommen-
dations on consumption diversity (Anderson et al., 2020; Holtz et al., 2020; Hansen et al., 2021). This body
of work has found that recommendation systems often boost user engagement at the expense of decreasing
consumption diversity, which may be detrimental to long-term platform success. Despite this concern, our
understanding of how product and consumption diversity a ect platform ecosystems, and the mechanisms
through which diversity in uences platform markets, remains limited.

Consumption diversity is closely related to the concept of product variety. Previous research has demon-
strated that increased book variety, due to both online marketplaces (Brynjolfsson et al., 2003) and digital
publishing and distribution (Waldfogel and Reimers, 2015), has created substantial welfare bene ts for con-
sumers. The phenomenon of increased product variety is often referred to as the long tail e ect of the
internet. In the context of books, Brynjolfsson et al. (2003) found that enhanced product variety in online
bookstores increased consumer welfare by $731 million to $1.03 billion in the year 2000 alone. Given these



gures, we anticipate that diverse o erings will play a crucial role in retaining and attracting consumers to
Goodreads, a platform fundamentally reliant on user-generated content.

Moreover, diversity in production is closely linked to diversity and fair representation among creators.
Low entry barriers for newcomers amplify supply-side competition, necessitating increased self-promotion by
cultural producers who may rely on tools such as Giveaways to promote their work. Some scholars argue
that the digital age embodies a revolutionary moment poised to democratize cultural production, disrupt
patterns of inequality, and support underrepresented minorities (e.g., Toop (1995)). In the book market,
for example, this could lead to greater participation by independent authors and smaller publishing houses.
However, other scholars contend that the use of digital technology in cultural production will perpetuate
existing workplace norms and biases (Grazian, 2005; Nagaraj and Ranganathan, 2022). Speci cally, Nagaraj
and Ranganathan (2022) nd that digital recording technologies increase gender inequality for studio singers
in the Indian Hindi Im industry ( Bollywood ). They argue that this heightened inequality stems from
di erences in the extent to which men and women engage in self-promotion activities, which have become
increasingly important in a crowded labor market for cultural products.

In our speci ¢ context, imposing a monetary cost for book promotion may disproportionately impact
authors and publishers with limited resources, further intersecting with factors such as gender. To evaluate
these opposing perspectives, our paper examines the diversity of o erings and the characteristics of authors
and publishers to explore how monetizing a digital promotion tool like Giveaways a ects the representation
of creators and their work.

2.4 Price Discount and Consumer Ratings

Finally, our work directly examines the impact of promotional schemes, such as Giveaways, on subsequent
product ratings. Previous research has shown an inverse relationship between promotions and ratings, with
the in uence of price discounts on consumer ratings garnering signi cant attention in the context of daily deal
marketplaces (Byers et al., 2012a,b). Notably, Byers et al. (2012a) document a sharp decline in merchants'
reputations on Yelp before and after running a daily deal. Moreover, Byers et al. (2012b) explore various
hypotheses underlying these unintended consequences of deals. This phenomenon, now widely recognized as
the Groupon e ect, has become a stylized fact in the literature.

Recent research in book markets (Zegners, 2019) and mobile app markets (Liu et al., 2019) supports the
negative impact of price discounts on consumer ratings price discounts increase sales but result in lower
consumer ratings for books and apps. This negative e ect is particularly pronounced for free products (Liu
et al., 2019). Interestingly, both studies suggest that the underlying mechanism for this phenomenon is a
mismatch between consumer preferences and product characteristics: consumers who self-select to obtain
products at a discounted price tend to have unfavorable idiosyncratic tastes for them, leading to a higher
likelihood of providing lower ratings. Our paper also investigates the impact of price discounts on consumer
ratings in our demand-side analysis but with a di erent emphasis. We aim to understand how the impact
of monetization (through charging a xed fee) on the supply side propagates to consumers and moderates
the relationship between price discounts and consumer ratings in a platform market.



3 Setting and Natural Experiment

3.1 Empirical Setting

Our empirical setting is Goodreads, the world's largest online community for book readers. The platform
allows users to search an extensive database of books, receive suggestions for future reading choices, curate
their reading lists, and write book reviews. Users can also rate books on a scale of one to ve stars, with the
option to include a written text review alongside the rating. Goodreads is renowned for its vast repository
of user-generated book reviews and star ratings, to the extent that its book ratings serve as the primary
information source for book-related Google searches. Moreover, the platform incorporates social features,
enabling users to connect with others and receive updates about their friends reading activities and book
reviews. As the number of new titles increases annually, Goodreads plays an increasingly vital role in book
discovery by assisting digital-age consumers in nding their next read and providing pertinent pre-purchase
information, such as reviews and ratings.

In this paper, we concentrate on a platform-mediated feature within Goodreads that facilitates book
promotion and discovery, speci cally, the Giveaways program. Figure 1la illustrates the starting page for
authors and publishers, while Figure 1b o ers an example of a Giveaways campaign. Authors or publishers
can initiate these campaigns, in which they pledge to distribute a speci ed number of their books (e.g.,
100 copies in Figure 1b). Users can peruse individual Giveaways campaigns and choose to enter for an
opportunity to win a free copy of the book. The winners are selected through a random drawing at the
conclusion of the listing period (typically lasting a few weeks). Authors or publishers are then responsible
for sending copies to the winners. The campaign also integrates social features for instance, when a user's
friend enters a campaign, it appears on their timeline, thereby increasing the book's visibility. Furthermore,
this feature allows authors and publishers to distribute their books to non-professional reviewers (i.e., regular
readers), who are then encouraged to provide a book review. The program is renowned for its diverse reading
selections. Similar to browsing a book fair, users can discover promoted books spanning various genres, such
as science ction, romance, and biography. Over time, Giveaways campaigns have gained a reputation as
exceptional tools for authors to generate buzz for their books, subsequently becoming a central marketing
feature of the Goodreads platform?

Previously, the Giveaways program was free for authors and publishers to participate in. However, this
changed in January 2018 when Goodreads began monetizing the program by charging a at participation
fee to its supply side? The xed price is $119 for a single Giveaways campaigd, with the cost doubling
for promoting two books. The policy announcement was made on November 28, 2017, and took e ect on
January 9, 2018. Authors and publishers did not anticipate this change, and the short time span between
the policy announcement and its implementation did not allow them to react - for instance, it is unlikely
that participants strategically shifted theirGiveaways to the pre-monetization period.® The exogenous vari-

2For more information, see https://www.goodreads.com/giveaway

3For more information, see the archived Goodreads blog announcement:  https://web.archive.org/web/20171215071901/
https:/www.goodreads.com/blog/show/1108-goodreads-introduces-new-u-s-giveaways-program-a-more-powerful-book-
mar.

4For the premium version, which features the paying author's or publisher's Giveaways campaign on the rst page, the cost
is $599.

5This is further supported by tweets, Reddit posts, and news articles where authors discuss their surprise and reactions to this
change; seehttps://www.reddit.com/r/Fantasy/comments/7yym6y/authors_opinions_on_new_goodreads_giveaway_fees/

8This is further evident from the lack of bunching in Figure 2 we do not see a sharp increase in Giveaways participation
in the months preceding January 2018. Nevertheless, for our supply-side analysis, we exclude a three month window around
monetization, i.e., January 1 to March 31, 2018, to allow for a longer adjustment period. Additionally, we only consider a
Giveaways campaign if the format of the giveaway books is a printed edition.



ation induced by this natural experiment o ers a clear setting in which we can investigate how platform
monetization impacts the supply side, product diversity, and, ultimately, consumer satisfaction.

Figure 1: lllustrating the Giveaways Program

(a) Starting Page of the Giveaways Program for Authors and Publishers

(b) Example of a Giveaways campaign

Notes: The gure presents screenshots of the starting page and an example of a Giveaways campaign featuring
the book title Greenwich Park. These images highlight some key features of the program, o ering a visual
representation of how users can engage with the content and participate in Giveaways campaigns.

3.2 Data

Employing both the Goodreads Application Programming Interface (API) and a customized web crawler, we
gather comprehensive and in-depth data from various sources to examine the consequences of this exogenous
monetization policy shift. Speci cally, we compile: (1) the entire set of Giveaways campaigns hosted on the
platform from January 2016 to February 2020, prior to the pandemic approximately two years before and

two years after the implementation of the monetization policy in January 2018; (2) metadata for all books
involved in those Giveaways campaigns, in addition to information about their authors and publishers; and



(3) star ratings and textual reviews associated with each book promoted through the Giveaways program.

In constructing our estimation sample, we employ two sample- Itering criteria on the raw data. First,
we exclude books published more than ve years prior to their participation in Giveaways and those not
published within one year after participation. The average di erence between a book's participation date
in Giveaways and its release date is 108 days, indicating that a typical participating book is promoted
through the Giveaways program 3-4 months post-release. We eliminate extreme cases, as the decision to
promote these books may signi cantly di er from promoting a book 3-4 months after its release. This step
removes approximately 2.5% of books, leaving 87,966 books in the sample. Second, we exclude books that
participated in Giveaways more than three times, as the e ects of program participation may greatly vary
for these books compared to those participating only once or twice. This eliminates an additional 6% of
books/’

Table 1 presents a summary of our sample after applying the two exclusions, comprising 101,684 giveaway
events for 82,552 books, with nearly 54 million ratings associated with those books.Through these Give-
aways campaigns, 1,814,643 free book copies have been distributed to readers. The basic summary statistics
for book-/author-level metadata and ratings data are detailed in Table 2. Our analysis will primarily focus
on Giveaways involving printed books, which constitute the vast majority (over 94%) of hosted Giveaways
(results remain qualitatively similar when e-books are included).

Table 1: Summary of the Giveaways Sample

Total Number

Books 82,552
Giveaway Campaigns 101,684
Free Copies of Books 1,814,643
Unique Authors 66,785
Unigue Publishers 15,323

Table 2: Descriptive Statistics for Rating and Review of Books and Authors

Mean Median Std Min Max
Books
Average Rating 4:025 4.030 0:449 1 5
Number of Ratings 6651 22 6; 711512 0 780109
Number of Reviews 91:39 8 6681431 0 57042
Authors
Average Ratings 4.01 40 0:361 1 5
Number of ratings 51; 791 516 3819515 0 25840, 312
Number of Reviews  3;640 116 19;331:08 0 588564

7Qur results remain robust across di erent data subsets.

80ne limitation of our rating data is that Goodreads only permits scraping a maximum of 3,000 individual reviews and
ratings per book. However, when comparing our collected sample to the raw numbers of 1-5 star ratings obtained through
book-level metadata, we nd highly similar distributions, thus providing evidence that our sample accurately represents books'
review distributions. This distribution is available in Appendix B.
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3.3 Model-Free Evidence

A priori, without examining the data, it remains uncertain whether a few hundred dollars would present a
signi cant obstacle for authors and publishers, considering the e ort required to create a new book. While
major publishing houses like Penguin Random House boast of extensive resources, independent authors
collaborating with smaller publishers or utilizing self-publishing platforms often have restricted budgets. As
a result, the participation fees imposed by the platform might emerge as a substantial barrier for these
authors seeking to engage in this program. Indeed, our preliminary empirical observation indicates that the
monetization of the Giveaways program in January 2018 considerably a ected participation from authors
and publishers. In Figure 2, we observe an immediate and substantial decline in the monthly number of
campaigns on the platform upon the introduction of the new monetization policy, with the average number
of Giveaways campaigns per month plummeting from around 3,000 to a mere 1,000. This initial evidence
suggests that the monetary burden poses a signi cant obstacle, especially for certain authors and publishers,
and therefore carries implications for book supply.

Figure 2: Giveaways Campaigns Over Time: The Impact of Giveaways Monetization

Notes: A sharp decline in participation is observed following the implemention of monetization. The red ver-
tical dashed line marks January 2018, when the platform began to impose fees for participation in Giveaways
campaigns.

Filtering out some participation might not necessarily be a negative outcome. We observe in our data
that there are some bad actors who repetitively post their books in the Giveaways program many times over
a certain period, giving away only a few copies each time. These authors are likely trying to gain exposure
by consistently appearing on the listing page of the Giveaways program, and a participation fee would deter
such actors from exploiting the system in this manner. However, based on the data we collect, authors
or publishers engaging in repetitive posting more than three times account for only 6% of participating
books, indicating that such gaming behavior is relatively rare. In any case, a decrease in supply at this
scale is still cause for concern. Later in this paper, we will investigate the sources of this reduced supply
participation and the implications it has for this book promotion marketplace. Furthermore, we will examine
whether the quality of books (as measured by star ratings) signi cantly di ers for books participating pre-
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vs. post-monetization, and we nd no evidence to support this?

Figure 3: Book Copies O ered and Readers' Requests in Giveaways: Impact of Giveaways Monetization

(a) Supply Side: Number of Book Copies Provided by Publishers and Authors.

(b) Demand Side: Number of Readers' Requests for Giveaway Books.

Notes: Panel (b) shows a nearly 50% decline in readers' engagement with the Giveaways program, as indicated
by the number of requests submitted for giveaway books, following January 2018. This decrease occurs despite
an increase in the overall number of book copies available within the Giveaways ecosystem, as shown in Panel
(a). The surge in available copies is driven by authors being motivated to o er more copies of their books per
campaign when confronted with a xed participation fee. The red vertical dashed line marks January 2018.

We next examine whether readers alter their behavior in response to the monetization policy change. As
depicted in panel (b) of Figure 3, readers' participation in the Giveaways program diminishes by almost half:
the number of book requests from readers declines from around 3 million per month to approximately 1.5

91t is worth noting that we do not nd any evidence to suggest that the quality of books, as measured by star ratings, di ers
signi cantly between those participating pre- vs. post-monetization.
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million. 1° This reduction occurs despite an increase in overall book copies available within the Giveaways
ecosystem (as shown in panel (a) of Figure 3), which is driven by authors being incentivized to provide
more copies of their book per campaign when faced with a xed participation fee. This result illustrates the
complexity of monetizing a two-sided market: strategies that directly impact one side may also have spillover

e ects on the other side of the market. Considering that a primary objective of the Giveaways program is

to build an audience for the promoted books and encourage readers to discuss them, the decrease in overall
participation from readers may negatively a ect word of mouth, which is undesirable from the platform's
perspective.

In addition to generating buzz and engagement on the Goodreads platform, word-of-mouth promotion on
social media platforms, such as Twitter, can also raise awareness and visibility for featured books (Adamopou-
los et al., 2018). To evaluate the e ects of monetization on word-of-mouth promotion beyond Goodreads, we
present some aggregated evidence from Twitter data. The lower panel of Figure 4 demonstrates a marked
decline in the volume of Twitter discussions mentioning both Goodreads and Giveaways around the time
the monetization policy is implemented. Along with the overall volume of Twitter conversations, engage-
ment in the form of comments and retweets also declines (see Appendix A). It is crucial to recognize that
this decrease in word-of-mouth promotion is not attributable to any platform-wide e ects, as the volume
of tweets discussing Goodreads remains relatively stable during this period, as illustrated in the upper
panel of Figure 4. This suggests that the impact is specic to the Giveaways program. Our analysis of
word-of-mouth promotion and engagement on Twitter, in conjunction with the observed decline in pro-
gram participation, o ers preliminary insight into the potential drawbacks of monetizing Giveaways for the
platform. The remainder of this paper will further explore the implications for the platform marketplace.

101n Figure 3, we exclude both the number of book copies available on Giveaways (97,777) and the number of readers' requests
(2,868,526) for January 2018. The substantial quantity of free book copies in January 2018 is a result of the rising count of
giveaway book copies per campaign, while the number of campaigns hosted during that month remained relatively constant.
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Figure 4: Daily Tweet Count Re ecting Word of Mouth: The Impact of Giveaways Monetization

Notes: The gure illustrates the e ect of introducing a at participation fee on the word-of-month of the
Giveaways program beyond Goodreads. As shown in the lower panel, there is a decrease in the number
of Twitter discussions mentioning both Goodreads and Giveaways following the implementation of the
monetization policy, while the number of tweets discussing Goodreads remains relatively stable throughout
the entire period as demonstrated in the upper panel. The red vertical line marks January 2018.

4 Empirical Results

In this section, we explore the implications of monetizing the Giveaways program on the platform ecosystem
by analyzing the impact of a at participation fee on three key aspects: (i) supply-side e ects, examining

how the fee impacts authors and publishers running promotional campaigns for books within the program;
(i) product availability, assessing the ways in which monetization shapes the variety of books o ered in the
program; and (iii) demand-side e ects, investigating how readers react to supply-side alterations prompted
by changes in (i) and (ii).

4.1 Supply Side Dynamics: E ects on Publishers and Authors

Impact on Publishers.  In order to contextualize our supply-side analysis, we begin by o ering an overview
of the publishing industry. Traditionally, a book must rst be accepted by a publishing house editor before
the publisher acquires the exclusive publishing rights from the author and proceeds with publication. Within
this realm of publishing services, the Big Five publishers Penguin Random House, Hachette Livre, Harper-
Collins, Simon & Schuster, and Macmillan Publishers hold signi cant market dominance, accounting for
over 60% of all English-language titles published in the US. Apart from the Big Five, smaller indie publish-
ers also adhere to the traditional publishing model. Moreover, advances in digital technology have ushered
in self-publishing, a novel option that enables authors to invest their own resources in publishing their books,
both online and o ine. Each publisher category has its own unique publishing processes and utilizes distinct
promotional channels for their publications. Consequently, the monetization of the Giveaways program may
yield varying implications for each group.
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Figure 5: Publisher Categories on Giveaways Over Time: The Impact of Giveaways Monetization

Notes: Percentage of Giveaways Campaigns Participated by Di erent Publisher Categories Over Time. Al-
though all publishers decreased their number of campaigns on Giveaways, this gure demonstrates an increase
in the percentage of books by Big Five publishing houses and a decline in the percentages of books by indie
publishers and self-publishing services. The red vertical dashed line marks January 2018.

We collect publishing information for each book featured in the Giveaways campaigns and associate each
book with a speci ¢ publisher or publishing service!* To understand the impact of imposing a participation
fee on the Giveaways program for various publisher types, we divide them into three categories based on the
discussion above: (i) Big Five publishers, (ii) indie publishers, and (iii) self-publishing service providers.

Following the introduction of participation fees on Giveaways, all publisher types saw a marked decline
in the number of monthly campaigns. Prior to monetization, Big Five publishing houses hosted about 469
campaigns per month, which dropped to 249 afterward. Self-publishing services, which initially hosted more
campaigns than Big Five publishing houses with 529 monthly campaigns, experienced a sharp decrease to
only 22 campaigns per month following the policy change. Small indie publishers' campaigns went from 2,083
books per month to a mere 400. The impact of the monetization policy varies among di erent publisher
types. Figure 5 provides a more detailed view of the e ect on publisher composition. Following monetization,
the proportions of books by indie publishers and self-publishing services decrease, while the proportion of
books from the Big Five publishing houses more than doubles (from 12% to 30%). This outcome highlights
the varying e ects that the monetization of Giveaways has on di erent publishers. To further examine this
heterogeneity, we aggregate Giveaways books for each publisher and perform an analysis at the publisher
level. We estimate a regression model using the following form:

Vi = o+ 1 Post-Monetization; + , Post-Monetization; Big-Five, )

+ 3 Post-Monetization;  Self-publishing + + i+ i;

where Post-Monetization, is a dummy variable equal to 1 if time t is after Goodreads modi ed its

11 More details on these classi cations and our data can be found in Section A2.
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Giveaways participation policy in January 2018, Big-Five indicates whether publisheri is among the Big
Five publishing houses, and Self-publishing denotes if a book is self-published. We estimate the above
model using two dependent variablesy; : the number of Giveaways campaigns publisheii has in month

t and the proportion of books in the Giveaways program by publisheri in month t, denoted as Prop .12

¢+ represents month xed e ects, and ; represents publisher xed eects. ; illustrates the impact of
Giveaways monetization relative to the baseline group indie publishers. Given that the observations of one
publisher can be correlated, we cluster the standard errors at the publisher level.

The result in Table 3 align with the ndings from Figure 5. Column (1) reveals that all publishers reduce
their participation in the Giveaways program following its monetization: indie publishers' participation
decreases by 0.618 campaigns each month = 0:618 p < 0:01), Big Five publishers' by over 42 ( =

42:8; p < 0:01), self-publishing providers' by 53 (although p > 0:1). It should be noted that there are only
a few popular self-publishing channels, resulting in limited statistical power for this category - we visually
show in Section C.2 that the decrease in self-publishers' participation is greater even in absolute terms. In
terms of publisher proportions in the monthly compositions, however, the proportion of books by Big Five
publishing houses increases by 0.5% (= 0:005 p < 0:01) post-monetization. This outcome suggests that
self-publishing service providers and indie publishers are disproportionately a ected by the participation
fee compared to Big Five publishing houses. Authors associated with smaller publishers or self-publishing
services, who possess fewer marketing tools for their books, are most signi cantly impacted by the policy
change due to their limited resources.'®

Changes in Supply Concentration. The aforementioned results on publishers imply that the Big
Five are expanding their share in the Giveaways marketplace at the expense of smaller publishers and
self-publishing service providers, consequently increasing market concentration. We employ the Her ndahl-
Hirschman Index (HHI) as a measure to quantify the change in publisher concentration over time. We
calculate the HHI for publishers in each month of our data, whereHHI ; is given by i”:l sﬁ and s; denotes
the market share of publisheri in month t. A larger HHI signi es greater publisher concentration (Hirshman,
1964). Figure 6 demonstrates that the HHI indeed rises after monetization by 2.5 times (from 0.01 to 0.035),
indicating a concentration of power among a few publishers. In other words, monetization not only results
in a decrease in the overall participation of books in Giveaways but also a ects the mix of participating
publisher types.

Impact on Authors. We now present evidence on how Giveaways monetization impacts individual
authors by examining the characteristics of authors participating in the Giveaways program before and after
January 2018. Panels (a)-(d) of Figure 7 reveal that post-monetization, authors who continue participating
in Giveaways tend to be more popular, experienced, and recognized than those who participated prior
to the change. On average, they garner more ratings and reviews for their books and maintain larger
networks (i.e., more friends) on Goodreads. Moreover, these authors demonstrate greater familiarity with the
Giveaways program, as evidenced by their increased participation in campaigns during the same timeframe.

2We rst calculate Percentage ;; = P’\‘liltut where j represents all publishers including publisher i. Then, as a standardization,
j J
we divide Percentage;, by the mean of Percentage;, before the monetization policy change, and thus Prop , = e ercentage y

0 Percentage it 0 '

where t0 indicates the time period before Giveaways started charges for participation and T is the number of periods pre-
monetization.

13To further corroborate the results regarding how the mix of books on the market changes in terms of publisher characteristics
pre- versus post-monetization, we conduct a book-level analysis and estimate how the likelihood of Giveaways participation
di ers for a book published by a Big Five publisher vs self-publishing service after monetization. Section C.3 demonstrates that
the likelihood of a Big 5 book being put on Giveaways increases by 11%, while that of a self-published book decreases by 5%
following monetization.
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