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Boston University  VICKI G. MORWITZ, New York University   ABSTRACTPast research has shown that monetary promotions

(e.g. discounts) are more likely to be processed relative to and integrated with the original product price than free promotions. We

posit that because of this difference, free promotions are more focal and salient than monetary promotions. In a set of four

experiments, we demonstrate that this salience results in free promotions being less susceptible than equivalent monetary discounts to

negative contextual information on quality that can potentially lower purchase intentions. We show that this effect can be reversed

when respondents focus on other pieces of information that diminish the salience of the free promotion.
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EXTENDED ABSTRACT
Free offers are a frequent form of promotion used across a

wide range of products (e.g., free lipstick with the purchase of
cosmetics), a bundled offering (e.g., buy a computer and get a free
printer) or free delivery/shipping. Despite the prevalence of such
offers, little research has examined how consumers react to free
promotions. Prospect theory (Kahneman and Tversky 1979) sug-
gests that decisions are typically framed with respect to a reference
point and inconsistencies in decision-making result from changes
to such frames. Therefore, consumers may not react in the same way
to a free promotional offer as they do to another monetarily
equivalent promotion. Research has shown that monetary promo-
tions like discounts are more readily processed with price as the
focus and tend to be integrated with price, while free promotions are
more likely to be processed independent of price because their
monetary value is often not explicit or is non-focal even when
available (Thaler 1985, Nunes and Park 2003). In this paper, we
examine some strategic benefits that free promotions may offer
over other types of promotions on account of such differential
processing. We suggest that this differential processing makes the
free promotion salient, which in turn affects consumers’ reactions
to a promotion in the face of negative quality information.

Through a series of three experiments we first establish the
basic effect that while purchase intentions of consumers who see a
monetary discount are sensitive to negative information on quality,
purchase intentions of consumers who see free promotions are not.
We next show that this invariance of free promotions to negative
quality information appears to be on account of the salience of the
free promotion and that it can be reversed by making other decision
factors more salient.

Our first study establishes the basic effect that free price offers
are relatively invariant to negative quality information compared to
equivalent price discounts. Participants in this study read a scenario
about a senior in their university who is preparing to take the GMAT
exam and comes across a used GMAT textbook that he is looking
to buy for extra practice. Participants are either told that the quality
of used books at that bookstore is usually good (positive quality
information) or is variable and he is uncertain about the quality of
the book (negative quality information). Participants either saw a
book costing $23 with a discount of 2.99 (shipping and handling
costs $2.99) or a book costing $25 where shipping is free. We find
that while those who saw a discount had significantly lower
purchase intentions when the quality of the book was uncertain than
when quality of the book was good, those who saw a free shipping
offer did not have significantly different purchase intentions across
the two quality conditions. Hence, we find support for the basic free
effect that we hypothesize.

In the next study we test the process that we hypothesize by
using a similar purchase scenario as in study 1. We expect that the
free promotion is more salient than the discount because it is likely
processed independent of price. If this is so, we should be able to
impair its salience when participants consider other aspects of the
decision. We do this by manipulating the order of measurement of
purchase intentions and reasons to buy the book. When we measure
purchase intent first and reasons to buy next we replicate the basic
free effect from study1. However when we measure reasons to buy

first and purchase intent next we find that much like for discounts,
purchase intentions of those in the free shipping condition drop
significantly in the negative quality condition (vs. the positive
quality condition). Thus, by having participants focus on different
aspects of the decision, we are able to reduce the salience of the free
promotion thereby mitigating its invariance to negative quality
information.

Finally in study 3, we replicate our results in a different
product context and use a different method to blunt the salience of
the free promotion. Here participants read a scenario where they are
considering the purchase of a wireless mouse. They are told about
a CNN program featuring the company that makes the wireless
mouse. The company is said to be either outsourcing their manufac-
turing to countries like India and China and therefore their product
quality is variable and uncertain (low quality) or that the company
is resisting such cost cutting moves, manufacturing locally and
therefore their quality is excellent (high quality). Participants either
saw a mouse costing $33.99 with a discount of $5.99 (ship-
ping=$5.99) or saw a price of $39.99 with free shipping. Finally we
had them list either two reasons to buy the product or 6 reasons to
buy the product. We expected those who did the easy task of listing
two reasons infer that they really needed this product. Conversely
those who did the difficult task of listing six reasons were expected
to infer that they didn’t really need the product and question the
purchase thereby impairing the salience of the free offer. As
expected in the two reasons condition, the free offer was again
invariant to negative quality information, however in the six rea-
sons condition intentions dropped in the low quality condition.

In summary we find support for our thesis that differential
processing of free promotions and monetary discounts results in
differences in consumers’ reactions to negative contextual influ-
ences. We conclude by discussing some theoretical and practical
implications of our research.
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