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•

Most managers think of price promotion simply as
incentives that entice consumers to accept offers
they otherwise may not even consider
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•

But just as price promotion is an incentive to
purchase, it can also be a disincentive to think

£19.99

•

This research examines the intuition that price
promotion can “dumb down” a purchase encounter
by making it less consequential and studies its
implication primarily for product choice

•

The backbone of our theory is the notion that
individuals decide by integrating automatic and
controlled thinking styles

•

We conducted 6 studies—2 in the field and 4 in the
laboratory

Consumers make decisions by integrating two
qualitatively distinct types of thinking: one automatic
(effortless) and emotionally charged, the other controlled
(effortful) and deliberate.
(Dhar and Gorlin 2013; Epstein 1994; Evans and Stanovich 2013; Gawronski
and Bodenhausen 2011; Shiv and Fedorikhin 1999; Zajonc 1980)
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We measure known proxies of
processing motivation:

Price promotion

Reduces processing
motivation

•
•

Deliberation time
Feature recall

We study outcomes that are
characteristic of affect-based
decision-making:

Controlled processes
less likely to intervene
on automatic processes

•
•

Choice of affect-rich goods
Scope neglect

We use “moderation-ofprocess” to examine the
Preferences are “tainted”
by affect

mechanism

(Spencer et al. 2005)

The daily deal sector is a great setting for us:
Focus is clearly on price promotion, not price changes
Deals are clearly salient to member customers
Large number of customers
Processing motivation can be inferred from clicking behavior
Products vary in affective content, regular price, and discount

Time-to-click

•

Characteristics of 61 deals (MRP =
81.17, MSP = 18.56, MD = 58%)

•

Email characteristics of same deals

•

Timestamps of email opening and
first click (20,505 consumers)

•

Rating of 78 deal subcategories on
scales of pleasure and practicality

Purchase likelihood

•

Characteristics of 647 deals (MRP =
$65.69, MSP = $22.90, MD = 56%)

•

172,950 purchases from 85,060
customers (59% bought one deal)

•

Rating of 78 deal subcategories on
scales of pleasure and practicality

Variable
Price
Discount value
Net hedonism
Displayorder
Avg. price all
Avg. discount all
Frequency in email so far
Main category controls
Day of week controls
N
Log-Likelihood

Coefficient
3.5E-04
8.1E-05
0.020
-0.040
-0.004
3.7E-06
-0.018
yes
yes
25938
-236825.7

**
***
***
***
***

*p<0.10, **p<0.05, ***p<0.01; dependent variable is
time to click

Variable
Net hedonism
Discount value
Discount value*Net hedonism
Price
Redemption period
Selling period
Dealtype
Constant
Day of week controls
Main category controls
Month controls
N
Log-Likelihood

Coefficient
-0.1367
0.0015
0.0005
-0.0125
0.0084
-0.0051
1.1032
-1.6900
yes
yes
yes
8,353,937
-232,215

***
***
***
***
***
***
***
***

***p<0.01; dependent variable is purchase likelihood

•

Recall of features decreases from 3.50 to 2.62 when price
promotion is introduced

•

(p = .024)

The effect of price promotion on recall is not affected by the
participant’s choice of snack

•

(p = .711)

Probability of choosing the experiential Snickers bar increases
when price promotion is introduced

(p = .020),

with choice share

rising from 44.73% to 54.05%

•

The effect of price promotion on choice persists when
controlling for guilt and current feelings

(p = .027)

“Imagine you want to purchase a weeklong holiday in Jimbaran
Bay, Bali. You will be asked to choose between two resort rooms
that are similarly priced but differ on four key criteria …”
Room A

Room B

Distance from beach

5 minutes walk

15 minutes walk

Room size

Large (60 m2)

Medium (32 m2)

Room view

Internal (courtyard)

External (ocean)

Room design

Standard

Unique

•

Preference for
hedonic room

Main effect of NFC (p = .002)
and simple effect of price
(p = .036)

Regular price
Price promotion

80
75
70

•

Importantly, there is a
significant two-way
interaction (p = .013)

•

Slope of NFC significant
and negative in price
promotion condition
(p = .001) but not in regular
price condition (p = .618)

•

Effect of price for low NFC
participants (p < .001) but
not for high NFC
participants (p = .737)

65
60
55
50

Low (-1 SD)

High (+1 SD)

Need for cognition

On the table in front of you there is [1] [a bag containing 5] Lindt
Lindor Milk Chocolate Truffles. We purchased these chocolates from a
local supermarket at a price of [£0.35] [£1.75 (£0.35 per chocolate)].
In this experiment, we are giving you the opportunity to make a
purchase. Please keep in mind that you will not have to spend any
more money than you really want to.
The first thing we need you to do is tell
us the [MINIMUM discount that you
need in order] [MAXIMUM amount of
money you are willing to spend] to
accept the purchase. At this point
there is still no purchase price. Once
you have provided your valuation, …

WTP (in £)

Maximum price
Minimum discount

1.60
1.40
1.20

•

Main effects of price

(p < .001)

1.00

and purchase quantity

0.80

(p < .001)

0.60
0.40

•

Importantly, there is a
significant two-way
interaction (p < .001)

•

Effect of price for 5 units
purchased (MMP = £1.33 vs.
MMD = £.79, p < .001) but not
for 1 unit purchased (MMP =
£.21 vs. MMD = £.30, p = .289)

0.20
1 unit

5 units

Purchase quantity

•

An intuitive idea: price promotion can “dumb down” the purchase

•

An intuitive perspective: consumers mix automatic and controlled
thinking processes—not just the latter!

•

A broad, multi-method empirical approach:

•

We mix analyses of field data with controlled experiments (of
which half involved real stakes)

•

We test several product categories, choice problems,
definitions and measures of affective content, implementations
of price promotion, and indicators and moderators of
processing motivation

•

Insight into brand switching behavior of use to manufacturers
(promotional budgets) and retailers (category management)

