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It would not be surprising to learn that coins are valued less than bills, given that coins are nearly always of a lower denomination than

bills.  But is there also a subjective bias at work here? This behaviour is demonstrated in two studies and explained by the

representativeness bias.
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ExTENDED ABSTRACT
According to the official website of the U.S. Mint, the U.S. trea-

sury would save $500 million per year if individuals used one-dollar 
coins rather than bills.  As a result, on several occasions in the past, 
the U.S. mint has issued dollar coins, most recently in 2007.  None 
have proven to be very popular (Unser, 2009). So what is preventing 
Americans from adopting dollar coins?  

Individuals tend to exhibit biases when valuing money, despite 
the explicit denomination of the coin or bill.  Mishra, Mishra and 
Nayakankuppam (2006) found that individuals valued large-de-
nomination bills more highly than an equivalent amount of money 
presented in smaller bills.  Work by Alter and Oppenheimer (2008) 
indicates that familiarity of the money has an impact on how highly 
it is valued.  A more recent finding ties denomination of money to 
self-control in spending (Raghubir and Srivistava 2009).

This research aims to extend previous findings by determining if 
individuals have a bias towards higher valuation of bills as opposed 
to coins.  This topic has been mentioned in the relevant literature 
(Alter and Oppenheimer 2008; Mishra et al 2006; Raghubir 2006) as 
worthy of further exploration, however the idea has not been empiri-
cally tested.   Raghubir and Srivistava (2009) incorporated coins vs. 
bills as a condition in one of their studies, but it was inconclusive.  

In nearly every currency in the world bills are of a higher de-
nomination than coins.  This difference in objective valuation could 
have an impact on subjective valuation, as a representativeness bias 
(Kahneman and Tversky 1973).  As such, coins would tend to be 
valued less than bills, even when the denominations are the same.  It 
has also been found that people will take an instance and average it to 
its own category.  Thus a coin would be valued to the average value 
in its category, which would be lower than the average for the bills 
category (Huttenlocher, Hedges and Bradburn 1990).  This leads to 
the key hypothesis of this paper:

Hypothesis 1 An amount of money presented in paper form 
(i.e. bill) will be valued higher than an equiva-
lent amount of money presented in coin form.

To test this prediction, study 1 was conducted.  Participants 
(n = 52) were given either one Trinidad and Tobago dollar bill or 
one Trinidad and Tobago dollar coin and were asked how much of 
each of nine inexpensive items (e.g. pencils, paper clips) they could 
buy with that money.  Participants were also asked to estimate how 
many Canadian dollars they could purchase with the money.

Unfamiliar currency was used to eliminate the possibility that 
familiarity with the money was a cause for any differences found, 
as in previous research (Alter and Oppenheimer 2008).  Participants 
were told that the exchange rate was approximately 1:1 (the real 
exchange rate is $6 TT to $1 CDN and would result in too little 
purchasing power for useful estimates) and were instructed that the 
purchase amounts they estimated should reflect costs in Canada.  
Participants were also asked how familiar they were with the cur-
rency prior to the experiment.  Four participants were removed 
from the analysis because they were previously familiar with the 
currency.

Overall H1 is supported: when all of the estimates are standard-
ized, there is a difference between the objects purchasable with bills 
(1.34 standard deviations above the mean) than with coins (1.39 
standard deviations below the mean, p = 0.096).    The exchange 
valuation prediction is more conclusive: participants given coins 

estimated they could exchange their $1 TT for  $0.798 CDN and 
those given bills estimated $1.192 (p = 0.02), despite being told that 
both the coins and bills were worth approximately $1 CDN.  

Study 2 was planned to refine and extend this effect.  Using 
the same methodology as study one, participants (n = 82) were re-
cruited at Niagara Falls, Ontario with the intention of having nation-
ality (i.e. Canadian vs. American) as a found condition.  Because 
Canadian currency contains coins of higher value (up to $2) than 
American currency does (only up to 25 cents), it was expected that 
the difference between the values ascribed to coins and bills would 
be bigger.  Specifically:

Hypothesis 2 The effect hypothesized in H1 is moderated by 
country of origin; the higher the value of coins in 
a country, the smaller the difference in valuation 
of coins and bills by those living in it.

The results from study two support this hypothesis.  There is a 
significant interaction between form of money (coins vs. bills) and 
country of origin for both the total items exhibited an interaction (F 
= 6.45, p = 0.013), as well as the currency exchange question (F = 
16.02, p < 0.001).

This work provides insight into how individuals value money 
and implications for research, management, and policy.  Policy im-
plications are the most salient here, as it is possible that a shift from 
bills to coins for a particular denomination (e.g., one dollar in the 
U.S.) could have an impact on valuation of money overall, as indi-
viduals ascribe less purchasing power to the coin than to the bill.     
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