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EXTENDED ABSTRACT
Perhaps more than ever before, consumers are increasingly 

spending more and more of their time in consumptions that are com-
pletely free - think Facebook, Google, Wikipedia, etc. An important 
managerial prerogative is to optimize the product mix for what will 
be offered for free, and what not. In this paper, using various kinds of 
promotional and market formats, we examine the relative advantage 
of offering hedonic (vs. utilitarian) products for free. We conclude 
that it makes more sense to offer hedonic (vs. utilitarian) products 
for free. This gives a discontinuous and significant preference boost 
to the product relative to when (i) non-hedonic options are offered 
for free, or (ii) hedonic options are offered at discounted but above-
zero prices. Shampanier, Mazar and Ariely (2007) demonstrate that, 
while deciding about free products, people don’t simply subtract 
costs from benefits but instead perceive the benefits associated with 
the free products as higher since the zero-price is used as a qualita-
tively different price point than other non-zero prices. This theoreti-
cal rationale for differential comparative frames is similar to the one 
offered by past research which has compared zero-price to other non-
zero price offers (Diamond and Sanyal 1990; Chandran and Morwitz 
2006). These researchers find that since the monetary value of free 
promotions is often not explicit, “free” promotions evoke a non-mar-
ket transactional mindset instead of a monetary, cost-benefit based 
mindset evoked by non-zero prices. This affective deconstruction of 
the zero-price effect is analogous to the affect heuristic (Finucane et 
al. 2000; Slovic et al. 2002) and also to the “how do I feel about it” 
heuristic (hereafter HDIF heuristic) (Schwarz and Clore 1988). Both 
the Affect heuristic and the HDIF heuristic theories argue that inte-
gral affect (experienced feelings about the stimulus) is commonly 
and forcefully used as a source of information in evaluative judg-
ments. Instead of rationally calculating evaluations from a target’s at-
tributes, consumers often base their choices on feelings as they hold 
the target’s representation in their mind.  

Consumption of goods and services is often classified as he-
donic (product for fun and feelings) or utilitarian (products for func-
tional benefits) (Khan, Dhar, and Wertenbroch 2005). When consum-
ers evaluate (affect-poor) utilitarian products, they are more likely 
to be driven by the normative cost-benefit utility maximizing cal-
culus. But when evaluating an (affect-rich) hedonic product, such 
deliberative rationality often breaks down and gives precedence to a 
more feelings-driven attitude-formation process (Pham 1998; Adaval 
2001). Therefore, attitudes and preferences for hedonic consumption 
are more emotionally driven, whereas those for utilitarian goods and 
services are more cognitively guided (Havlena and Holbrook 1986; 
Holbrook and Hirschman 1982; Mano and Oliver 1993; Shiv and Fe-
dorikhin 1999). Since the use of affective appraisals has been shown 
to be the underlying basis of the zero price effect (Shampanier et 
al. 2007), it follows that this effect will influence preferences more 
for hedonic (vs. utilitarian) consumption items and situations. This 
theorizing enables us to develop a straightforward argument for a 
cross-category difference in the influence of “free price” in boosting 
product preference. We expect this effect to be greater in the case of 
hedonic (vs. utilitarian) products. More specifically, we propose the 
following hypotheses:

Hypothesis 1: The “free price” will disproportionately 
strengthen the preference of the hedonic (vs. 
utilitarian) products.

Hypothesis 2: The positive affective reaction due to the free 
offer will be more for hedonic (vs. utilitarian) 
products.

We tested the free price bounce for hedonic consumption in 
a series of five studies. In study 1 the respondents chose among a 
hedonic option (Lindt chocolate), a utilitarian option (Libby’s fruit 
salad) and choosing nothing. The price condition was manipulated as 
between subjects. In the cost condition a certain price was mentioned 
for both the products while in the free condition both the products 
were offered for free. The main effect of the cost condition on choice 
of the hedonic option was significant (β= .752; Wald= 4.548, Exp(β)= 
.471, p=.033) supporting our hypothesis that a free-price dispropor-
tionately augments the hedonic option. 

The setting for study 2 was similar to study 1. But instead of 
comparing the hedonic preference in a hedonic-vs.-utilitarian choice 
set, we now compare conditions. We followed the Shampanier et 
al. (2007) procedure where a zero-priced hedonic product is pitted 
against a positive-priced hedonic product, and a zero-priced utili-
tarian option against a positive-priced utilitarian one. A logistic re-
gression analysis reveals a significant interaction effect of product 
types (hedonic vs. utilitarian) and price conditions (free vs. cost) (β= 
-1.154; Wald= 6.797, Exp(β)= .315, p< .01) showing that the choice 
share of the hedonic option increases significantly in the free condi-
tion while that of the utilitarian option remains similar across the cost 
conditions.

Study 3A explores the mechanism behind our findings. The 
study design was exactly similar to that of study 1 except that an 
affect measure was introduced before the DV. The Baron and Kenny 
(1986) mediation analysis indicated that affective arousal indeed 
fully mediates the zero price bounce for hedonic consumption across 
price conditions. 

Study 3B was conducted to rule out the alternative mechanism 
that anticipated guilt rather than affective arousal is driving our re-
sults. The study design was similar to study 3 except that attractive-
ness and guilt measures were included for both the hedonic and utili-
tarian products across price conditions. The baron and Kenny (1986) 
mediation analysis indicated that perceived guilt doesn’t mediate our 
main effects whereas affect was again found to fully mediate the im-
pact of price conditions on the choice share of the hedonic option.

In study 4, we kept the product same across hedonic and utili-
tarian conditions but primed individuals with either hedonic (in the 
hedonic condition) or utilitarian (in the utilitarian condition) goals 
for consumption (Botti and McGill 2011, study 2) to rule out the pos-
sibility of potential product related confounds. We used a 2 (hedonic 
vs. utilitarian) × 2(50% discount vs. free) condition between-subjects 
design. An ANOVA model revealed significant interaction effect be-
tween product-type and cost (F (1, 268) = 4.253, p< .05) supporting 
our prediction of a free price bounce for hedonic options. 
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Table 1: Brief Description of Design, Stimuli and Mean-Results of Studies
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Choice sets

H(Lindt)$0vs.U( Fruit Salad)$0
H(Lindt)$2vs.U( Fruit Salad)$2

H(Lindt)$0= 0.652
H(Lindt)$2=0.422

2
2×2 Conditions
Homogeneous 
Choice sets
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H(GV Cupcake)$1.19vs.H(LD Cupcake)$1.47
U(GV Sugar)$0vs.U(Imperial Sugar)$0.28
U(GV Sugar)$1.19vs.U(Imperial Sugar)$1.47
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        H(GV Cupcake)$0=0.702
        H(GV Cupcake)$1.19=0.368
Condition 2
        U(GV Sugar)$0=0.769
        U(GV Sugar)$1.19=0.723
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(replication)

2×2 Conditions
Homogeneous 
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H(GV Cupcake)$0vs.H(LD Cupcake)$0.28
H(GV Cupcake)$1.19vs.H(LD Cupcake)$1.47
U(GV Fruit Salad)$0vs.U(Libby’s Fruit Salad)$0.28
U(GV Fruit Salad)$1.19vs.U(Libby’s Fruit Salad)$1.47
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4
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H(Spa)free=6.27
H(Spa)50% off=5.42  
U(Spa)free=5.87
U(Spa)50% off =5.77 

GV: Great Value, LD: Little Debbie’s
H(***) denotes Hedonic option

U(***) denotes Utilitarian option
Subscript denotes associated cost

Table 2: Mediation Analysis Results
DV ← IV Mediator ← IV DV ← Mediator + IV

Study 3A (attractiveness) (β = .173  ; p=0.05) (β = 1.04  ; p<0.01) (βprice condition = .019, p>.5 ; βaffect= .148, 
p<.01)

Study 3B (Attractiveness) (β = .172; p =.084) (β = 937; p <.05) (βprice condition = .219, p <.05; βaffect= .073, 
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Study 3B (Guilt) (β = .172; p =.084) (β = .039; p >.10) (βprice condition = 071, p > .4; βaffect= .122, 
p<.01)

*The betas are unstandardized coefficients
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