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 “This is the foundation of all: we are not to imagine or suppose, 
but to discover, what nature does or may be made to do.”

-Francis Bacon (1561-1626)

1  INTRODUCTION 
Behavioral economics emerged as a way to better explain, as com-

pared to traditional economic theory, what psychological factors affect 
consumer decisions. Traditional finance theory assumes that investors act 
rationally, in that they consistently perform utility-optimizing behaviors. 
Choices are made through continuous and dependable cost-benefit analy-
sis, often without direct realization of the underlying thought processes, 
and repeated consumption does not result in any violations of transitiv-
ity. Moreover, consumers have complete preferences (i.e. consumers have 
preferences for any set of products that are compared) which are revealed 
through their consumption choices of certain products at certain prices. 
However, researchers in other fields and contemporary economists have 
published criticisms to the traditional theory, citing a great deal of irra-
tionality in observed behavior. They argue that such behavior is not new, 
but rather, traditional utility theory has been unable to reconcile seemingly 
irrational consumption decisions in economic agents.

Traditionally, economic models dismissed variation in emotional 
responses within market transactions, particularly those resulting from 
extrinsic influences, as having a significant impact on consumption prefer-
ences. That is, emotions are taken as given in an economic model, optimi-
zation of utility is revealed through consumption choices, and the rational 
every-consumer would not make consumption choices that left her worse 
off in resources and/or unhappier than a different consumption alternative. 
However, a great deal of observations of consumption behavior that devi-
ates from classical utility theory necessitated new models and theoretical 
frameworks upon which to explain such deviations. Caplin and Leahy 
(2001) applied anxiety as a cost to investors’ portfolio decisions. The au-
thors found that holders of seemingly under-priced, risky securities were 
not considering the cost of anxiety associated with holding them. Indeed, 
“stock ownership entails psychic costs [because the investor] has to live 
with the anxiety that accompanies the holding of a risky portfolio” (p. 69). 
The anxiety-costs viewpoint can also help to reconcile other seemingly 
irrational decisions, like why people put off investing in a retirement ac-
count early in their careers when the future returns should be the highest. 

Psychology has long accepted cognitive limitations in decision-mak-
ing and has increasingly merged with the economics disciplines, such as 
finance, in order to document and attempt to explain seemingly irrational 
consumption. For example, both disciplines now accept the concept of 
“optimism bias”, where otherwise risk-averse people consume financial 
products with provisions that are relatively risky in terms of their incomes, 
because they are optimistic about their future financial positions to an ir-
rational degree (see, e.g., Ariely 2009; Lovallo & Kahneman 2003; Wein-
stein, 1980). Zweig (2007) illustrates this point by highlighting the fact 
that, although credit cards are considered to be a competitive industry, few 
card companies drop their yearly interest rates below 20 percent. This oc-
curs, in part, because nearly half of all credit card users believe they will 
pay their credit balance in full each month. In reality, 75 percent rollover 
credit card balances and pay interest charges. Thus, many consumers tend 
to disregard the interest rate when initially obtaining a credit card, because 
they do not foresee ever having to use it.

Gintis (2009) argues the illogicality of economics, sociology, anthro-
pology, and social psychology all separately attempting to explain human 
decisions and organization. He contends that researchers in each field 
continue to produce incompatible results based on varying and conflicting 
assumptions. Collaboration between psychology and economics, particu-
larly, has advanced scholarly research in neurofinance. Economists, psy-
chologists, and related business scholars have produced studies applying 
game theory, modified models of utility, and various decision-making ex-
periments to consumption behaviors. Moreover, books such as The Win-
ner’s Curse (Thaler 1994), Predictably Irrational (Ariely 2008), Buyology 
(Lindstrom 2008), Nudge (Thaler & Sunstein 2009), Priceless (Pound-
stone 2010), among several others, have become global best-sellers, mak-
ing a once enigmatic topic more accessible to the general, educated public.

Merchants exploited our irrational consumption compulsions long 
before scholars attempted to publish observations of such behavior. Many 
people fall prey to “deals”, without actually thinking about the fact that 
they are consuming irrationally. For instance, retailers commonly use “an-
chor pricing” in order to encourage consumption of an item that would 
otherwise be considered too expensive to the consumer. Ninety dollars 
may seem like an exorbitant price to pay for a purse, but placed “on sale” 
for that amount and placed next to comparable purses that cost hundreds 
of dollars more, one’s sentiments may change to consider the ninety-dollar 
purse as being reasonably priced, or even a bargain (Poundstone 2010).

In practice, businesses have profited from our irrational preferences 
for “free” items for quite some time. In 2000, Amazon.com offered free 
shipping on orders of $100 or more, and in 2003 it lowered the free ship-
ping threshold to $25. Sales increased dramatically. Rather than paying 
$3.99 shipping, for instance, on a $16 book, consumers would add on a 
second, otherwise not demanded, book for a total of $32 in order to qualify 
for the “free” shipping. Thus, the consumers are increasing their purchas-
ing volume and monetary spending, but in exchange, gaining an otherwise 
superfluous item and the ephemeral utility received from “free” shipping.

This paper explores the phenomenon of seemingly low-value prod-
ucts working as incentives to induce individuals into becoming consum-
ers of various financial products. Choosing banking services and opening 
credit cards have the potential to significantly affect financial outcomes, 
such as credit scores, interest accumulation, and debt volume, and so we 
would expect consumers to place a high value on their selections of such 
financial products. However, in reality, we observe consumers filling out 
credit card applications in exchange for seemingly low-value products, 
such as t-shirts or one-time retail discounts, and opening checking ac-
counts in order to receive, for example, a $50 gift card. Moreover, the 
prevalence of free gifts given away in exchange for the completion of a 
credit card application or the opening of a banking account seems to in-
dicate that this must be a profitable practice for financial companies. If 
these consumption behaviors are rational, than we could assume that only 
the individuals who value a particular free gift object at the same level 
or above the value of the costs of consuming the new financial account 
would choose to consume the financial product tied to the free gift. Other-
wise, these consumption patterns seem to violate the assumption of transi-
tive preferences in most consumers. 

Heyman and Ariely (2004) propose that the apparent irrationality oc-
curring in the market transaction where a free item is involved should be 
viewed within a different context than one for positively priced products. 
The authors propose that consumers apply “market norms” in making de-
cisions about products which carry a positive price. Alternatively, people 
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respond to free products through “social norms”.  Dan Ariely, along with 
various co-authors throughout the past decade, has conducted several ex-
periments documenting the change in human behavior that occurs when 
positively priced products are adjusted to zero price. For instance, Ariely 
et al. (2006) offered to sell students a certain candy for 1¢, which resulted 
in an average purchase of four pieces. However, when the price of the 
candy became free, more students consumed the candy, but few took more 
than one piece. The authors propose that when a price was attached to the 
candy, it was a “market norm” to exchange money to the extent that the 
benefits of the candy exceeded the monetary cost. Alternatively, when of-
fered for free, “social norms” guided consumption choices. 

In a similar series of experiments, Shampanier et al. (2007) offered 
a popular, mass-market type of chocolate for 1¢ and a more luxurious 
brand of chocolate for various positive prices in different trials (e.g. 26¢ 
in one of the experiments). Next, they lowered the price of each by the 
same constant of 1¢, which made the former chocolate free and the more 
luxurious chocolate 1¢ cheaper. Subjects were also permitteded to select 
no chocolate for consumption at any stage of the experiments. The net 
benefit between the two products remained unchanged, since they each 

decreased in price by the same amount. Economic theory would suggest 
that a few participants who consumed nothing could now afford to buy 
the low-end chocolate at its cheaper price, and the decrease in price of 
the higher-end chocolate may have reached the reservation prices of some 
people who originally chose the low-end candy.  Thus, we would expect to 
see a marginal increase in the quantity demanded of each product. Rather, 
the authors found that the zero-priced chocolate experienced a sizable 
“overreaction” in increased demand. In particular, a majority of those who 
originally purchased the high-end chocolate had decided that, even with 
no net change in benefits between the two products, they now preferred 
to consume the zero-priced chocolate. Such a change in behavior, particu-
larly in those who originally chose to consume the high-end chocolate at 
its higher prices violates the transitivity condition of rational preferences.  

In economic theory, rational consumers will exhibit transitive pref-
erences through their consumption choices. As shown in Figure 1, this 
means that if a consumer values Product A at a higher amount than Prod-
uct B and values Product B at a higher amount than Product C, then it 
must be the case that this same consumer will value Product A at a higher 
amount than Product C. 

Figure 1: Transitive Preferences

 

           and                 ⇒              

In order to test this rationale in the context of free gifts and two 
different types of retail financial products, the following hypotheses 
were proposed:

Hypothesis 1a: On average, individuals will value, on their own, 
the products which financial companies use as free 
gifts at a lower value than the value they place on 
the costs of opening an additional credit card ac-
count.

Hypothesis 1b: On average, individuals will value, on their own, 
the products which financial companies use as free 
gifts at a lower value than the value they place on 
the costs of opening a new checking account.

Hypothesis 2a: On average, an individual who is not actively seek-
ing an additional credit card will choose to com-
plete a credit card application in exchange for cer-
tain types of free gifts.

Hypothesis 2b: On average, an individual who is not actively seek-
ing a new bank checking account will choose to 
open a checking account in exchange for certain 
types of free gifts.

Hypothesis 3a: On average, individuals, who would not otherwise 
be induced to do so, will complete an application 
for a new credit card in exchange for certain types 
of free gifts, even though the costs of completing the 
application are higher than the individual values 

of the free gifts. That is, we will observe a violation 
of transitivity in consumption preferences when a 
particular free gift is tied to the consumption of a 
new additional credit card.

Hypothesis 3b: On average, individuals, who would not otherwise 
be induced to do so, will open a new bank checking 
account in exchange for certain types of free gifts, 
even though the costs of opening the account are 
higher than the individual values of the free gifts. 
That is, we will observe a violation of transitivity 
in consumption preferences when a particular free 
gift is tied to the consumption of a new checking 
account.

The next section describes the methodology of the experiment. 
Section 3 provides a discussion of the results, section 4 will con-
clude, and section 5 includes a discussion of potential caveats of the 
current experiment and suggestions for future research and follow-up 
to this study.

2  METHODOLOGY

2 1 Survey
In order to test the hypotheses of preferences, without biasing the 

survey-taker towards a particular response, three different survey in-
struments were created. One survey, hereafter referred to as the “gift 
value” survey, asked responders to write the maximum dollar amount 
they would pay to obtain various products. The products were included 
on this list because, as of this writing, they are current or past free gifts 
actually offered by local and national banks and credit card companies 
as incentives to consume new checking accounts and credit cards. A sec-
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ond survey, hereafter referred to as the “finance value” survey, asked 
responders to write separately the minimum values of the compensation 
needed in order for them to fill out the application for a credit card or 
open a new checking account. The third and final survey, hereafter re-
ferred to as the “free gift” survey, asked responders to choose which, if 
any, free gifts would incite them to fill out a credit card application and 
which, if any, free gifts would incite them to open a checking account. 
The free gifts were identical to the products whose values were assessed 
by separate survey takers in the “gift value” survey.

Each survey was randomly distributed to a single individual, with 
any one person taking only one of the three types of surveys. There were 
several reasons for this experimental design. Although it would be ideal 
to test transitivity of preferences in each individual, asking each observa-
tion to value the gifts and their financial data/time/effort/etc. separately 
runs the risk of inducing transitivity of preferences on the “free gift” 
questions, since the participants would be consciously engaging in an 
analytical thought process that may not otherwise occur when these 
choices are presented in actual markets. That is, in reality, the responder 
may not stop to consider the valuations of bundled products separately 
when choosing whether or not to be incited to consume one product in 
exchange for the receipt of the free gift product. Having responders con-
sider the value of everything separately, before considering the choice of 
signing on to a financial product paired with a free gift, may illuminate 
the rational or irrational behavior that would, otherwise, occur subcon-
sciously in reality.

The downside of having each individual complete only one of the 
three separate surveys is that a much larger sampling is necessary in 
order to ensure that the distribution of individuals, in terms of their back-
grounds characteristics are similarly distributed across all three surveys.

2 2 Data
In total, 214 surveys were collected, mostly from an under-

graduate student population. From these surveys, 195 provided us-
able data. The “finance value” surveys was the only one of the three 
survey types that had surveys excluded from the analysis.  Nineteen 

surveys were excluded from the analysis, either because (1) at least 
50 percent of the experimental questions went unanswered or (2) the 
answers were extraordinary outliers1.

3  Findings
The “gift value” survey had 78 respondents. Figure 2 illustrates the 

comparison of consumer-reported values with market values and Table 
1 reports the descriptive statistics for each product. On average, survey 
respondents valued the gifts at less than their market retail value. In 
most of the cases, the mode of the survey respondents’ valuations more 
closely matched with the manufacturer’s suggested retail prices (MSRP) 
as compared to the aggregated average of all respondents. This makes 
sense, since we would expect a random sampling of the population to 
carry varying reservation prices for the same item. For example, we 
would expect a Dallas Cowboys supporter to value that team’s fan ap-
parel more than someone who supports another team or is disinterested 
in American football. Similarly, we would expect somebody who would 
not, otherwise, consume McDonald’s food to value a $5 McDonald’s 
gift card at a value less than $5. Thus, in order to produce more conser-
vative results, the mode and the MSRP will be considered, in addition to 
survey-reported averages, in this analysis.

1  For example, stating that one would fill out any arbitrary, otherwise 
undemanded, credit card application for no compensation resulted in the ex-
clusion of that survey. The survey asked for responses under the assumption 
that the responder was not currently demanding a new credit card. Thus, there 
has to be some cost to fill out the application that is greater than zero, or else 
we would have to assume that the responder had a current demand for a new 
credit card. A few surveys put absurd dollar figures, including necessitating a 
million dollars or more in order to fill out a credit card application. It seems 
unlikely that the opportunity costs of time, effort, revelation of personal in-
formation, and effects on one’s financial status due to filling out a credit card 
application would amount to such a high value. The surveys excluded for the 
first reason would have biased negatively the costs of consuming an addi-
tional credit card or checking account, and the surveys excluded for the latter 
reason would have biased positively the costs of consuming an additional 
credit card or checking account.
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Table 1: Individual Values of “Free Gift” Products 
Survey Respondents, N = 78

(log-value in parenthesis)
Product
(as stated on actual survey) Average

Standard 
Deviation Mode MSRP

2-GB Apple iPod Shuffle (choice of color) $50.98 (3.93) $2.07 (0.73) $50 $49.00

SwissGear Backpack with laptop compart-
ment (Black) $35.88 (2.43) $2.43 (0.89) $50 $100.00

entry to win one of five Apple iPads (nation-
wide drawing) $4.78 (1.57) $3.63 (1.29) $1 n/a

10,000 frequent flyer miles in your preferred 
loyalty program (assume free round-trip flight 
= 25,000 miles)

$38.49 (3.65) $8.58 (2.15) $100 n/a

Dallas Cowboys official logo shirt $11.96 (2.48) $4.16 (1.43) $20 $19.99

Dallas Cowboys official logo blanket $11.61 (2.45) $4.04 (1.40) $20 $29.99

coupon for 20% off of your full purchase at 
your favorite retailer $4.10 (1.41) $3.82 (1.34) $5 n/a

$100 off of $1,000 of your credit card balance 
in 3 months from first use $16.29 (2.79) $5.35 (1.68) $20 < $100

entry into winning one of four 2011 Toyota 
Tacoma compact pick-up trucks (nationwide 
drawing)

$8.60 (2.15) $4.22 (1.44) $10 n/a

2011 Spring Break t-shirt $5.99 (1.79) $2.53 (0.93) $9 $19.99

2011 Spring Break beach blanket $6.51 (1.87) $2.64 (0.97) $8 $17.99

$5 gift card to McDonald’s $2.75 (1.01) $2.02 (0.70) $5 $5

$25 Visa Gift Card $11.76 (2.46) $3.20 (1.16) $25 $25 (plus loading 
fee)

$50 Visa Gift Card $21.34 (3.06) $3.71 (1.31) $50 $50 (plus loading 
fee)

$75 Visa Gift Card $29.47 (3.38) $4.26 (1.45) $75 $75 (plus loading 
fee)

$100 Visa Gift Card $38.08 (3.64) $4.60 (1.53) $100 $100 (plus 
loading fee)

The “finance value” survey had 45 surveys. Table 3 reports the 
average, standard deviation, median, and mode of survey responses 
on how much each survey participant valued the costs of applying 
for a new credit card or opening a new checking account. The me-
dian and mode estimates for both products fell at $100, while the 

survey averages for credit cards and checking accounts fell at $115 
and $144, respectively. Figure 3 illustrates the comparisons. Thus, in 
order to provide the most conservative estimates possible, the mode 
and the median will be considered, in addition to survey-reported 
averages, in this analysis.

Table 2: Individual Values of the Costs of Opening Financial Accounts
Survey Respondents, N = 45

(log-value in parenthesis)

Product Average
Standard 

Deviation Mode Median
Personal Credit Card $115.00 (4.74) $3.72 (1.31) $100 $100
Individual Checking Account $144.11 (4.97) $2.89 (1.06) $100 $100
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The “finance value” survey had a lower number of observations 
than the other two surveys, because, as mentioned above, some of 
the data gathered were unusable for the analysis due to respondent 
error. The end of this section provides a brief discussion of possible 
impediments for survey-takers in being able to respond accurately or 
at all to the experimental questions on this survey. 

Finally, the “free gift” survey constructed a scenario where sur-
vey takers were asked to assume that each was not actively seeking 
a new credit card or checking account, although the respondent may 
be induced to consume the financial product with a large enough in-
centive (the consumer’s reservation price). With that in mind, the 
respondents were asked to indicate which free gift products would 
induce each of them to fill out a credit card application and/or open a 
new checking account. There were 72 respondents to this survey, of 
which 58 percent stated that they would fill out a credit card applica-
tion in exchange for a choice of at least one of the free gifts listed on 

the survey. Another 17 percent stated that they would fill out a credit 
card application for a free gift but not for any of the ones listed on 
the survey. Only 25 percent stated that they would not be induced to 
fill out a credit card application for any type of free gift. With regards 
to a bank checking account, 72 percent of the survey respondents 
claimed that they would open a new checking account in exchange 
for one of the free gifts listed on the survey, 6 percent stated that they 
would open a new checking account for a free gift other than what 
was listed on the survey, and only 22 percent stated that they would 
not be incited by a free gift to open a new checking account. The 
details for this survey are summarized in Table 3.
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Table 3: Preferences for “Free Gift” Products 
Credit Card, N = 72 Checking Account, N = 72

Free Gift

Percentage of respondents that 
would consume the financial 

product in exchange for the gift
(frequency in parenthesis) Free Gift

Percentage of respondents that 
would consume the financial 

product in exchange for the gift
(frequency in parenthesis)

10,000 frequent flyer miles in 
your preferred loyalty program 
(assume free round-trip flight = 
25,000 miles)

31% (22) $25 Visa Gift Card 10% (7)

choice of Dallas Cowboys of-
ficial logo shirt or blanket 22% (16) $50 Visa Gift Card 19% (14)

coupon for 20% off of your 
full purchase at your favorite 
retailer

25% (18) $75 Visa Gift Card 29% (21)

$100 off of $1,000 of your 
credit card balance in 3 months 
from first use

26% (19) $100 Visa Gift Card 68% (49)

entry into winning one of four 
2011 Toyota Tacoma compact 
pick-up trucks (nationwide 
drawing)

22% (16) 2-GB Apple iPod Shuffle 
(choice of color) 31% (22)

2011 Spring Break t-shirt or 
beach blanket 10% (7) SwissGear Backpack with lap-

top compartment (Black) 18% (13)

$5 gift card to McDonald’s 4% (3) entry to win one of five Apple 
iPads (nationwide drawing) 14% (10)

induced by at least one of the 
above free gifts 59% (42) induced by at least one of the 

above free gifts 72% (52)

could be induced by a free gift 
but not any of the above free 
gifts

17% (12)
could be induced by a free gift 
but not any of the above free 
gifts

6% (4)

could not be induced by any 
free gift 25% (18) could not be induced by any 

free gift 22% (16)

3 1 Discussion of Results
Much of economic theory rests on the assumption that con-

sumers are rational agents, meaning that their preferences exhibit 
completeness and transitivity. Completeness essentially means that 
consumers have preferences for consumption choices, and transitiv-
ity ensures that preferences maintain their order. Thus, consumers 
should be willing to consume a financial product that they would 
otherwise find too costly to consume, which has a free gift attached 
to its consumption, only if the free gift compensates fully for the cost 
of consuming the financial product. 

However, this experiment has shown that respondents’ prefer-
ences often violated transitivity when a “free” gift was attached to 
the financial product. Products that would otherwise have a lower 
value on their own seem to increase in value to the consumer when 
they are presented as free gifts, rather than as products to be con-
sumed separately from the financial product. Otherwise, a consumer 
that had no demand for the financial product without the free gift 
should not choose to consume the financial product. 

None of the free gifts were valued at an amount equal to or 
higher than the respondents valued the costs of filling out a credit 
card application or opening a new checking account. This finding 
provides support for both Hypothesis 1a and Hypothesis 1b. If, in-
stead, we consider the mode and the MSRP values of the $100 Visa 
gift card along with the mode and median values of the opening a 
checking account, then the costs of opening the accounts equal the 

benefit value of the free gift. However, even considering this most 
conservative scenario, the consumer would be merely indifferent be-
tween consuming and not consuming the financial product with the 
$100 gift card.

Of the 72 respondents to the “free gift” survey, 59 percent stated 
that they would consume a new credit card, which they would not 
otherwise demand, for one of the listed free gifts. Similarly, 72 per-
cent stated that they would consume a new checking account that 
they would not otherwise demand for one of the listed gifts. Adding 
in the respondents that stated that they could be induced by a free 
gift not listed on the survey, these figures rise to 76 percent and 78 
percent, respectively. These findings support both Hypothesis 2a and 
Hypothesis 2b.

The finding that the average respondent values, median, and 
MSRP values of the free gift products are lower, often to a large 
degree, than the costs of consuming a financial product that was not 
currently demanded would lead us to believe that consumers would 
not be enticed to consume the financial products in exchange for the 
lower-valued free gifts. However, we found that a substantial pro-
portion of respondents made the decision to consume an additional, 
otherwise undemanded, credit card or checking account in exchange 
for a free gift on the list. This fact violates the transitivity assump-
tion of rational preferences and lends support to Hypothesis 3a and 
Hypothesis 3b.
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4  CONCLUSION
Thaler and Sunstein (2009) note, “often people have a problem 

in mapping products into money” (p. 95), particularly when the di-
rect benefits of a product in exchange for its costs are obscured in 
intricate pricing schemes and purchase stipulations. Such is often the 
case when financial products are concerned. The bundled nature of 
many financial products, combined with the heuristic reactions to a 
“free” label, may inhibit consumers from appropriately maximizing 
their utilities from these products. Indeed, when consuming a credit 
card, its main function may be to allow the delay of payments for 
purchases for a certain length of time, but many credit cards are ac-
companied by, for example, car rental insurance, rewards programs, 
and a spectrum of liability protections and interest rate terms. Simi-
larly, access to ATMs and branches, paper checks, direct deposit ser-
vices, and deals on associated banking products, such as mortgage 
loans and savings accounts, are coupled with the consumption of a 
checking account. Thus, the “price” at which one pays for the main 
function of each of these financial products actually includes the 
purchase of several other related services that consumers have come 
to expect from credit cards and checking accounts. When financial 
companies set a price on the main product of delayed payment, in 
the case of a credit card, and safe storage and distribution of money, 
in the case of a checking account, at zero price, consumers appear to 
ignore the potential opportunity costs of consuming the zero price 
product. As Ariely (2008) observes, 

When choosing between two products, then, we often overreact 
to the free one. We might opt for a FREE! checking account 
(with no benefits attached) rather than one that costs five dol-
lars a month. But if the five-dollar checking account includes 
free traveler’s checks, online billing, etc., and the FREE! one 
doesn’t, we may end up spending more for this package of ser-
vices with the FREE! account than with the five-dollar account. 
(p. 60)

The apparent irrationality in the consumption of retail financial 
products, such as credit cards and checking accounts, is exacerbated 
by the observations that a great deal of consumers are willing (ea-
ger?) to consume otherwise undemanded financial products in ex-
change for “free” items that they would otherwise assess at a value 
lower than what they consider to be the opportunity cost of consum-
ing the financial product.

5  POTENTIAL CAVEATS AND SUGGESTIONS FOR 
FUTURE RESEARCH

As the social sciences continue to explore and attempt to model 
consumer behavior that seems to violate economic rationality, it is 
important to design experiments that more closely resemble realistic 
environments and contexts, than what was presented in this study, 
under which consumer choices occur. It would be interesting to see if 
different outcomes would occur under an experiment which recorded 
revealed rather than stated preferences. 

Additionally, the purpose of this study was to verify that poten-
tial violations of transitivity exist when consumers are exposed to 
the bundling of free gifts with the consumption of particular financial 
products. It was found that a considerable amount of irrational con-
sumption behavior exists in these markets, at least according to the 
standard economic definition of rational preferences which presumes 
transitive preferences. However, it is yet to be researched what sort 
of traits in a consumer, if any, are correlated with different degrees of 
irrationality in this context. This experiment collected some superfi-
cial demographic data on age, sex, ethnicity, education, and income. 

However, it may be likely that such characteristics as, for example, 
risk aversion, perceptions and familiarity of particular financial 
products, and other consumption-related attributes are significant 
predictors of the variation in consumer irrationality. Successors to 
this study should consider closer scrutiny of each observation case.

Specific terms of financial product were not described in detail 
on the surveys. In a realistic setting for the consumption of these 
products, consumers are presented with a great deal of provisions on 
interest rates, fees, and information disclosure, to name a few. This 
leads to the difficulty for consumers to decipher the true value of 
such products and map them to comparable monetary values. Future 
research may want to control for variables associated with common 
stipulations that accompany credit card and checking account prod-
ucts.

Any future research should also consider the environment in 
which the financial product is marketed to consumers. For example, 
at major sports venues, credit card companies regularly erect booths 
where a t-shirt or other fan paraphernalia related to the home team is 
offered as the free gift in exchange for the completion of the credit 
card application form. This is because the card companies are aware 
that the value of their free gift increases or decreases within the con-
text of the setting. (This is also why we often observe, for example, 
the sudden increase in the price of umbrellas by convenience stores 
in big cities when it’s raining.) Consumers have been found to de-
mand Dallas Cowboys fan gear at the team’s football stadium during 
a game or a spring break t-shirt promoted by an attractive seller on 
the beach at South Padre Island at higher values than if they were of-
fered these things while conducting other tasks in unrelated settings. 
There should also be an attempt to control for the anchoring effect 
created by price differences. For example, a respondent may have 
been willing to undertake the process of opening a checking account 
in exchange for a $50 gift card. However, when listed as a possible 
free gift next to $75 and $100 gift cards, the respondent may place 
less value on the $50 gift card than she would have by itself, and re-
spond that it would take at least a $75 gift card to induce her to open 
the checking account.

Another caveat of the current exploration was the assumption 
that participants of the survey had full knowledge of the attributes of 
the financial and other products that they were asked to value. For in-
stance, it may have been the case that some respondents had not ever 
experienced the process of opening a checking account, which would 
make them unable to fully associate the opportunity costs involved 
in that task. Similarly, certain respondents may not have been aware 
that the brand on the free gift product of the backpack was relatively 
high-end and generally associated with superior quality. 

Additionally, it would be valuable to be able to study rationality 
of consumption within each observation case. As this study was con-
ducted through surveys, the respondents were separated into three 
groups of which each took a survey on a different component of vari-
ables involved in transitivity. The alternative, where each respondent 
would have filled out each of the three surveys carried the risk that a 
significant number of respondents would have identified the research 
premise. This would have distorted the results if the realization of the 
research premise induced the respondents to provide responses that 
appeared rational, even if that would not be their true behavior under 
realistic consumption scenarios where consumers do not generally 
stop to consider if each purchase decision maintains transitivity. In-
deed, Shampanier et al. (2007) conducted a follow-up to their candy 
experiments in which, this time, participants were guided through 
each trade-off involved in their consumption decisions, including 
during price changes. When participants were required to analyze 
the costs and benefits of each choice, the authors found that “when 
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people have access to available cognitive inputs” the “zero-price 
effect” vanishes and consumers make decisions according to their 
“true” or “rational” economic preferences (p. 754).
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