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Consumer researchers have yet to explore penny auctions, which has been likened to a combination of bingo, online shopping and slot

machine addiction. While penny auctions have been equated to discount shopping, they have been criticized as an addictive form of
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or explicit (unaided recall, recognition). For the word association 
test, respondents were given a set of ten pictures and asked to write 
the first word that came to mind when they viewed the picture. Seven 
of the pictures were unrelated stimuli (e.g., a pile of crayons, a sun-
flower) and three of the pictures were pictorial message stimuli that 
had been displayed in the lab (man with empty pockets turned inside-
out, set of 16 clocks set at different times). For the stem comple-
tion test, participants were given a set of ten word stems and asked 
to complete the stem with the word that came most easily to mind. 
Similarly, words relating to the primed target were included (CL_ _ _ 
clock; BR_ _ _ broke). The explicit recall test first asked respondents 
to write down anything that came to mind about the slots lab experi-
ence, after which they were asked to list everything they remember 
seeing in the lab. For the explicit recognition test, respondents were 
given a set of six questions asking them to indicate if they remem-
bered seeing any of the messages that appeared in the slot lab (‘yes’ 
or ‘no’ answer). 

Participants (n=201, screened to be age 19 or older, who had 
bet money on a slot machine in last 6 months) were greeted at the 
lab, instructed to complete the priming task, and asked to play slot 
machines for 30 minutes during which either pictorial or text mes-
saging was present in the gambling lab. All individuals began the 
play task with 8000 credits, an amount found to sustain 30-minutes 
of play time in past studies. They were instructed that they could 
play for as long as they liked but were free to stop at any point in 
time. They were also informed that the researcher might have to ask 
them to stop playing if another participant arrived. This was done for 
all participants after 30 minutes. Individuals were either reimbursed 
with a course credit if they were sourced from a university partici-
pant pool or with a ballot to win a $50 cash prize (odds of 1 in 20 
chances to win). Subsequent analyses confirmed that results did not 
vary by remuneration type. Following slot play, all participants were 
asked to leave the slot lab and complete the computer-assisted ques-
tionnaire. Memory measures were taken first, then all participants 
completed the at-risk gambling intentions scale (ARGIS) composed 
of five questions measuring perceived intention to gamble beyond 
levels of money and time spent while in the slot lab. Responses were 
indicated on a 7-point scale anchored by 1 “don’t agree at all” to 7 
“strongly agree” to questions such as, “I would gamble/play more 
money that I intended”, “I would have trouble quitting without plac-
ing one more bet”. Demographic and gambling severity information 
was also collected. 

A random-groups ANOVA showed no effects of priming on 
implicit measures and a reverse effect than that anticipated for ex-
plicit recall measures. Recall was higher with no prime than with a 
prime. It was concluded that the processing of an earlier prime may 
be lost or distracting in the complex context of a gambling environ-
ment. Text messages were directionally more effective when indexed 
by implicit memory tests while picture messages were significantly 
more effective when indexed by explicit memory tests. This latter 
effect is consistent with the picture superiority effect (Weldon and 
Roediger, 1987). At-risk concepts presented pictorially in this study 
were better remembered explicitly than were concepts presented 
textually. The measure of ARGIS was lower when messages were 
presented pictorially and no prime was included. It appears that 
under conditions where participants were able to process pictorial 
messages in the lab (no distracting prime related to at-risk gambling 
concepts), recall of at-risk messages was higher, corresponding to 
an intent to gamble within planned levels of time and money. Re-
sults inform effective communication of harm reduction messages 
for marketers and policy makers. Pictorial messages which reinforce 

the risks of gambling should be used inside the casino, in bathrooms 
or even on slot machines themselves.

Shopping + Gambling = Shambling: 
The Online Context of Penny Auctions

ExTENDED ABSTRACT
An emerging form of e-commerce, penny auctions, has gar-

nered recent attention from consumers, investors, and regulators. 
However, consumer researchers have yet to explore this new phe-
nomenon which has been likened to a combination of bingo, online 
shopping and slot machine addiction. In penny auctions, consumers 
participate in a game where the winner is awarded the opportunity 
to purchase a product for pennies on the dollar. Losers, and there is 
no limit to the number of people that can lose in a single auction, 
may spend large sums and walk away empty handed. The primary 
distinction between penny auctions and traditional online auctions is 
that consumers must pay a fee each time they place a bid. Because of 
the collective losers’ bidding fees, a product sold at a 90% discount is 
equivalent to a traditional retail transaction featuring a  910% mark-
up (e.g., the price starts at zero, it costs $1 to place a bid, the price of 
the product goes up one penny for each bid placed . If an item worth 
$100 is sold at a 90% discount ($10), this means that there were 1000 
bids placed during the course of the auction. Ignoring shipping fees, 
the penny action collects $1010 in total revenue and the winner must 
pay an additional $10 for the product. Assuming the penny auction 
website purchased the product at retail, which is often the case, ef-
fective markup is 910%).

While penny auctions have been equated to discount shopping 
and games of skill, they have also labeled by some critics as an addic-
tive form of gambling. In this research, we provide an introduction 
to penny auctions, and a first step towards delineating the gambling 
element of this new consumption genre. We explore the meaning 
and experience of this game-based shopping using data gathered 
with Zaltman Metaphor Elicitation (ZMET) interviews. Finally, we 
outline some of the policy implications of our work, and situate our 
recommendations for consumer welfare squarely in the transforma-
tive consumer research tradition.

Since 2005, penny auctions have grown from a single auction 
website to more than 150 websites with millions of bidders (The 
Economist, 2009; Pennells, 2008). There is debate regarding the 
proper classification of penny auctions (Pennells, 2008; Gimein, 
2009). Are they a new form of online gambling or simply a harm-
less variety of online shopping?  A review of the penny auction’s 
genealogy suggests the former. Penny auctions are modeled after the 
dollar auction game invented by game theory pioneer Martin Shubik, 
which relies upon the concept of escalation of commitment (Shu-
bik, 1971; Thaler, 2009). Once the consumer has bid on an item, 
they have a difficult time walking away – they feel invested in the 
game.  The combination of escalation of commitment and absurdly 
low prices for popular products (e.g., Apple iPad that retails for $699 
selling for $18.07; Louis Vuitton and Gucci handbags advertised at 
90% off)  yields an environment that has been referred to as evil, 
dangerous and addictive (Gimein, 2009; Luscombe, 2010; Thaler, 
2009). While such words would hardly be used to describe an aver-
age consumer shopping experience, they could very well be used to 
describe a gambling experience (Cotte 1997). 

We interviewed penny auction shoppers using depth interviews 
with visual images, and ultimately collages, that participants create 
(Zaltman 1997; Zaltman and Coulter 1995). This method assumes 
that much of this content is non-conscious and based in images, not 
words (Zaltman 1997, Zaltman and Coulter 1995). The interview 
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technique we used helps interviewers delve into the metaphors that 
participants use to represent the meanings of penny auctions, either 
explicitly to others, or implicitly to themselves (Coulter and Zalt-
man 2000; Lakoff and Johnson 1980). We add to this data a more 
netnographic approach (Kozinets 2002), using online forum and dis-
cussion data.

Our analysis of the data sourced from online forums and our 
ZMET interviews suggests that many participants are resistant to the 
idea that penny auctions are equivalent to gambling. One key delim-
iter appears to be the presence or absence of a “buy-it-now” option. 
In some auctions, this option allows losers to apply their spent bids 
towards the purchase of the product they were pursuing. The argu-
ment is that you are no worse off and potentially far better off, if 
you use a penny auction website to acquire a product you were plan-
ning on purchasing anyway. Of course this argument presumes that 
individuals are bidding on items that they can afford to buy. How-
ever, much of the attraction of penny auctions is that they provide a 
chance to acquire things one otherwise could not afford. Presumably, 
this line of reasoning also assumes that individuals’ interest in items 
is driven by something other than the price. A review of the online 
discussion board reveals numerous stories of consumers who found 
themselves bidding on items they did not particularly want. A closer 
examination reveals further evidence of addictive behavior including 
extensive credit card debt, negative impacts on work and family life, 
and an inability to stop despite repeated attempts.

There are a number of policy implications associated with this 
work. One obvious implication is that if penny auctions are a form 
of online gambling disguised as entertainment shopping, attention 
must be paid to regulate the industry to protect consumers. We plan 
to present our data and conclusions during the session. 

Together We Stand, Divided We Fall: 
Categorization and the Process of Legitimation

ExTENDED ABSTRACT
There are a variety of ways in which any particular consump-

tion practice can be categorized by consumers. Is smoking marijuana 
more like drinking alcohol or is it more like using cocaine?  Is tex-
ting while driving more like drunk driving or more like not wearing 
a seatbelt?  Certainly, the ways in which consumption practices are 
socio-culturally grouped has important implications for their legiti-
macy. Previous research has evaluated the role of categorization in 
the emergence of new products (Rosa et al 1999), the evaluation of 
products (Meyers-Levy and Tybout 1989), and product extensions 
(Park et al 1991). How does categorization—the ways in which cer-
tain consumption practices are grouped together on a socio-cultural 
level—affect the legitimation process?

Casino gambling has gone through almost a century of becom-
ing a legitimate recreational experience in the United States. Casino 
gambling began as part of the saloon experience and became associ-
ated with western expansion. The Puritan-based culture attempted 
to control or ban gambling based on moral grounds from the on-
set (Schwarz 2006). Gambling was legalized in Nevada on March 
19, 1931 and the first official casino, the Northern Club on Fremont 
Street, opened in Las Vegas, which would come to be known as “Sin 
City.” Casino gambling became associated with illegal gambling 
circuits and legalized casinos were a place mobsters could launder 
their money (Manning and Samuelson 2008). The original large 
Strip casinos were managed or at least funded under mob figures 
Bugsy Siegel and Meyer Lansky. In the 1950s it was the government 
(namely the Committee to Investigate Organized Crime in Interstate 
Commerce) that opposed casino gambling and tried to clean up the 

mob influence. Casino gambling is now allowed in all but two U.S. 
states. The tavern-style casinos of the past have been replaced by 
mega-resort casinos which are luxurious, regulated, and funded by 
Wall Street. From 1992-2003, the U.S. casino industry saw its rev-
enue more than double, from $10.2 billion to over $27 billion, and 
consumers spent more money in casinos than they spent on mov-
ies or amusement parks (Roush 1993; American Gaming Associa-
tion 2004). Smith (1996) observed the increasing access to casino 
gambling and argued that the “…mythic archetype of a rugged in-
dividualist gambler” based on the wild west images of card play-
ers and urban images of pool hustlers was crumbling, and that the 
understood meaning of gambling was evolving into that of a safe, 
harmless, recreational activity.

Lotteries are a popular type of gambling most often run by gov-
ernments and local states. Questions regarding legitimization of this 
type of gambling have not needed to be addressed like casinos be-
cause of the association with governmental entities. The first English 
lottery was approved by King James I in 1612 and that granted the 
Virginia Company of London the right to raise money to found its 
original settlement in the United States. Lotteries played a significant 
role in the financing of building and improving the colonies. How-
ever, like casinos, lotteries went through their own set of scandals. 
The Louisiana State Lottery (1868-1892) became the most notorious 
state lottery because it was a breeding ground of corruption. In 1890 
Congress banned the U.S. postal service from carrying lottery tickets 
and in 1892 upheld a law to put a complete halt to all lotteries in the 
U.S. Lotteries were illegal in the United States until after World War 
II. It was not until the 1960’s that the first modern day lotteries began 
to emerge as a way to raise revenue for the state governments. The 
first modern state lottery was established in New Hampshire in 1964 
and currently there are lotteries in 42 states.

While the activity of legalized casino gambling is increasingly 
accepted in the United States, gambling itself remains tainted by its 
history. Therefore any new entity that offers consumers a gambling 
experience is likely required to go through its own legitimization 
process. We posit that the manner in which this new type of gam-
bling is categorized will affect how it becomes legitimized. Specifi-
cally, we suggest that the expansion of lotteries and games into the 
online environment will be more quickly legitimated because of their 
relationship to state institutions, which are themselves legitimate, 
whereas the online casino gambling will be more slowly legitimated 
because of their categorization with land casinos. We also predict 
that legalization of online casinos is necessary for legitimization to 
occur, and that online gambling offered by operators of current land 
casinos will benefit from faster legitimation as compared to new on-
line casino entities that have not established themselves.

Media analysis. To better understand the introduction and clas-
sification of online casino gambling, we conducted a media analy-
sis of newspaper articles about online gambling published between 
1980 and 2010. Data was collected on three topics: lottery, casinos, 
and online gambling. This resulted in 5,445 newspaper articles for 
analysis. The articles were analyzed by first selecting a subsample of 
545 articles for qualitative analysis. Following qualitative analysis, 
an automated content analysis was conducted using a custom dic-
tionary and two standard dictionaries to assess changes in themes 
concerning legitimation and categorization of gambling practices 
over time.

Survey. During December 2010 legalization of online gambling 
was being considered in the United States. At that time we conducted 
a national survey of 471 gamblers (246 that gamble online, 225 that 
only gamble in land casinos). Elsbach (1994) developed a 12-item 
survey to measure organizational legitimacy based on media analysis 


