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A series of experiments examined the amount that consumers were willing to pay for products bundled together in a promotion. Describing one of the disparate products in the bundle as “free” decreased the price consumers were willing to pay for each product when sold individually. However, a “freebie” offer did not influence the overall price for the bundle of disparate products, a finding robust across two different settings and populations. The differential effect of freebies is explained by varying judgment difficulty, with the price being easier to arrive at for just a single product than for the combination. Consistent with this explanation, factors that influence judgment difficulty (the salience of the company’s motive for offering the freebie and time pressure to make a judgment) moderated the effects of a free offer on the amount consumers were willing to pay.   

 
The literature on pricing and promotions suggests inconsistent effects of offering promotions involving free items. When a “free” product is bundled together with another product and offered for one price, consumers are willing to pay less for the “free” product when it is sold alone (Raghubir 2004). For example, if a hotel promotes a stay that includes a free spa treatment, the hotel visitor is willing to pay less for a spa treatment on a subsequent visit that does not bundle it with the room (a freebie devaluation effect).
 If the valuation of the free product is lower, then it follows that the valuation of the bundle as a whole should be lower when it includes a free product than when the bundle does not describe one of its components as “free.” Such an obvious prediction seems unnecessary to test. However, some research seems to suggest positive valuations of the overall bundle when one of the items is described as free, at least relative to when just one of the products is offered at a price discount (Chandran and Morwitz 2006; Nunes and Park 2003). The seeming contradiction in findings might be explained by the fact that the comparison standard in these studies (price discounts) is different from the standard for the Raghubir (2004) study (a non-promotional offer). Price discounts may lower valuations more than other promotional offerings, including bundles (Chen, Monroe and Lou 1998; Folkes and Wheat 1995). Yet, the Chandran and Morwitz (2006) and the Nunes and Park (2003) results create a degree of uncertainty about the effect of a free designation and the underlying mechanism at work. In short, the effect of freebies on the overall bundle price compared to the absence of a freebie designation for the same bundle has not been tested, though a simplistic conclusion might be that freebies lower the valuation of the “free” item, as well as the overall bundle price. 
Our prediction is that freebies’ negative effects on valuations depend on the difficulty of the valuation task. Because valuation of a bundle of two disparate products demands cognitive resources and consumers tend to conserve those resources, valuations of bundles with freebies can be similar to valuations of bundles that lack the “freebie” designation. Moreover, we propose that the absence of a freebie devaluation effect for the overall bundle can occur even when both items in the freebie bundle suffer from lower valuations when sold individually–a seemingly illogical outcome. For example, consumers may be willing to pay the same amount for a bundle comprised of a shampoo (the focal product) and conditioner (the supplementary product), regardless of whether the bundle designates the conditioner as “free.” Yet consumers may not be willing to pay as much for the shampoo when it is sold individually if it has been paired with a free conditioner.
Considering how commonly promotional language includes a “free” offer, such complexities are important to identify. Our research contributes to the pricing literature by  providing a conceptual structure to understand these complexities. Further, our research contributes more generally to understanding selectivity in information processing -- a fundamental theoretical issue. A critical problem regarding effects of information load and problem difficulty is “how consumers become selective as load increases” (Bettman, Luce, and Payne 1998, p. 200). Our research contributes to that literature by identifying when consumers selectively utilize certain types of information.  When the information load increases, consumers neglect to incorporate negative inferences about the firm’s motives into their valuations, unless those motives are salient.   
Finally, our three experiments’ results yield novel findings that have practical implications. Our research suggests that giving something away for free in the context of a bundle may come at a cost for the sellers because of a reduction in the perceived value of individual items contained within the bundle. Prior literature (Rahgubir 2004) reports that consumers are less willing to pay for the supplemental product when sold individually, after it is offered for “free” in a bundle.  Our additional contribution is showing this “freebie devaluation effect” for the focal product as well. Hence, sellers’ hopes for immediate gains from freebie bundle sales might be countered by reduced long-term profits.    
    
THE IMPACT OF “FREE” PRODUCTS IN BUNDLES ON WTP

	Our conceptual framework expands on previous pricing research by integrating recent insights about knowledge systems with the principles that the nature of the task and the consumers’ cognitive resources influence judgments, and that shifts between knowledge systems are effortful.  The valuation task can involve at least two systems of knowledge, a numerical system and an inferential system. Shifts from one system to another are effortful, which favors the numerical system since consumers focus on the numerical system when they need to generate a price. When the judgment task is difficult, consumers tend to conserve mental resources through information selectivity. Since the freebie devaluation effect depends on incorporating deliberative (rather than unconscious) negative inferences, increasing valuation difficulty eliminates the effect. The valuation of a bundle is more difficult than the valuation for each of the disparate individual products comprising the bundle. Hence, freebies can lower the amount a consumer is willing to pay (WTP) for the individual products comprising the bundle without lowering WTP for the overall bundle price. We elaborate on these points in the following sections. 

Distinctive Types of Cognitive Systems 

Consumers’ valuations of promotions often involve numerical or quantitative processes as well as non-numerical or qualitative processes (Nunes and Park 2003). For example, consumers engage in quantitative reasoning about a discount by integrating a $10 cash discount into the focal item’s $125 price. A premium evokes more non-numerical or qualitative reasoning than a price discount when it is offered with unstipulated or vague dollar values (Nunes and Park 2003).  A distinction between quantitative and qualitative features of the task reflects fundamental cognitive processes.  Kinzler and Spelke (2007) have concluded that human cognition is based on only four to five domain-specific systems. The two core systems particularly relevant to our research purposes are the numerical system and the agent system. The numerical system involves “sets and their numerical relationships of ordering, addition, and subtraction” (Kinzler and Spelke 2007, p. 257).  The agent system refers to non inanimate objects and “represents agents and their actions” (p. 258). An essential part of agent knowledge involves a consideration of an agent’s goals. This would include inferences about a firm’s motives for offering a freebie.

Negative Inferences from Offering a Freebie

Consumers commonly consider a firm’s motive for the prices it sets (Bobinski, Cox, and Cox 1996; Campbell 1999; Folkes 1988). That should be particularly true for a freebie since getting a product for free is an implausibly good deal (unless, of course, the freebie is a product of trivial value). Consumers realize that firms intend to profit from their sales and integrate their assessments of a firm’s likely return in their price perceptions (Campbell 1999). Firms cannot profit unless they offer products commensurate with their value, so consumers may wonder “how can firms profitably give away free products?”  Consumers’ responses to this question may lead them to discount the deal’s value as they may make negative inferences about a firm’s offering of a freebie. Previous research has shown that consumers devalue the free product when it is sold alone (Raghubir, 2004).  Our research examines the effect of the freebie designation on the focal product in the bundle (i.e., the higher priced item). Consumers may not only perceive that the free product has less value, but may also discount the focal product’s value. If a free product is needed to coax a sale, consumers may conclude that the focal product must be worth less than they thought. Hence, we propose that describing the supplementary product as free elicits inferences about the promotion that reflect negatively on the focal product. Taking these negative inferences into account lowers WTP compared to when the freebie designation is absent (a freebie devaluation effect).    
If WTP for the supplemental product and for the focal product decline when the supplementary product is described as free compared to the absence of the free designation, it follows logically that the WTP for the overall bundle should also decline. Yet, that may not always be the case due to relatively higher demands on the individual’s cognitive resources when arriving at WTP for a bundle.  

Valuation Difficulty Influences WTP

 If a consumer draws on the number system to arrive at a value for the freebie bundle, the consumer would then need to shift to the agent system to make inferences about the firm’s motives. The consumer would then shift back to the number system to translate the implications of those inferences into an amount to subtract from the product valuation. Chandran and Morwitz (2006, p. 384) have argued that the integration of the freebie information into a valuation is difficult because “the monetary value of free promotions is often not explicit.” Even if a product is explicitly described as “free,” the dollar value of the product is generally not zero. 
 The challenges in placing a value on the supplementary product when described as a freebie and the resources required to shift systems may preclude the freebie devaluation effect as the valuation task difficulty increases. Consumers who wish to minimize cognitive effort simplify their judgment (Bettman et. al. 1998). A common means of simplification is to eliminate aspects of the judgment. Shifting from one system to another is effortful (Pecher, Zeelenberg, and Barsalou 2003). If shifts are costly, then consumers who are under cognitive load or who want to conserve cognitive resources are likely to favor one knowledge system to the detriment of the other. 
The particular system favored is likely to be the one that maps most closely onto the type of output demanded by the situation. The type of response required from the consumer shapes the type of information sought and used (Bettman et al. 1998; Lichtenstein and Slovic 1971). A consumer’s need to generate a numerical price is likely to activate the cerebral pathways involved in manipulation of numerical quantities. When a consumer must arrive at a price–a numerical production task–resources are likely to be allocated to number processing and calculation (McCloskey, Aliminosa, and Sokol 1991) more than to inferential tasks that are not so closely associated with number production.  

Taking the firm’s motives for the freebie into account might not pose challenges for the consumer if the process were automatic and effortless. However, bundled freebies are not so routinely offered that inferences about motives are likely to have become automatic.  Characterizing these inferences as deliberative is supported by research showing that resource-constrained consumers’ reactions to a price change are less likely to incorporate inferences about a firm’s motive than are unconstrained consumers’ reactions (Campbell 2007). Hence, making inferences about the firm’s motives and taking them into account when arriving at WTP is likely to be neglected when numerical processing uses greater cognitive resources.     

The Difficulty of the Overall Bundle Valuation Task
 
Task selectivity favoring numerical processes rather than inferential processes under resource constraints has implications for the freebie devaluation effect. When bundles include a free product, consumers should show lower WTP for the focal product but not for the overall bundle. Consumers become more selective about the information they use to make a judgment as the amount of information available increases (Bettman et al. 1998). Arriving at an overall bundle WTP requires more resources than for just the focal product, because the consumer must consider two products when arriving at a value. For example, arriving at WTP for a bundle comprised of shampoo and conditioner is more difficult than arriving at WTP for just the shampoo because it involves information about more than just shampoo. Since the “freebie devaluation” effect depends on inferences being made and on taking those inferences into account when calculating a price, increasing task difficulty will decrease the likelihood of a freebie devaluation. Hence, we predict the following: 

H1:	The price consumers are willing to pay for a focal product that is offered in a bundle with a different, supplementary product described as “free” is less than when the supplementary product is not described as “free.” However, the price consumers are willing to pay for the bundle of two different products does not differ depending on whether the supplementary item is described as free.  
 
Overview


Three experiments examined consumers’ judgments about WTP for the focal product and for the overall bundle when the bundle included a freebie. The first study was conducted in the field with online auction bidders. The second and third studies were laboratory experiments that offered a more controlled setting in which to test effects of the free designation when the difficulty in arriving at a WTP judgment varies.    

STUDY 1: AUCTION PRICES WHEN MIXED BUNDLES INCLUDE A FREEBIE 

        The purpose of study 1 was to examine prices for the focal item and the mixed bundle as a whole when the supplementary item was or was not described as free (hypothesis 1). Study 1 was undertaken in the field using actual auctions conducted on eBay, a setting shown to be useful in gaining insights into WTP (Chan, Kadiyali, and Park 2007; Kamins, Dreze, and Folkes 2004). Hence, respondents’ WTP had real consequences for the bidders since the winners paid for the items.  

Method

The experiment manipulated the free designation of the supplementary item in a mixed bundle (free vs. not free) to investigate WTP for (1) the bundle, (2) the focal product when sold alone, and (3) the supplementary product when sold alone. Participants were bidders in 180 coin auctions held on eBay. WTP was measured by the final auction price in each of the 180 auctions. We charged no postage fee to eliminate bidders’ consideration of postage costs in their bids. 
There were three types of auctions: (1) auctions of a mixed bundle of two coins of disparate value (a moderately expensive coin and an inexpensive coin) (n = 90), (2) auctions of just the focal, moderately expensive coin (n = 50), and (3) auctions of just the supplementary, inexpensive coin (n = 40). To manipulate the free designation, half the mixed bundles offered both coins together as a set (non-free bundle n = 45) and the remainder described the inexpensive coin as free along with the purchase of the moderately expensive coin (free bundle n = 45). Both the inexpensive coin and moderately expensive coin were also auctioned separately but concurrently with the bundles (n = 25 focal product only auctions with a concurrent freebie bundle; n = 25 focal product only with a concurrent non-freebie bundle; n = 20 supplementary product only auctions with a concurrent freebie bundle; n = 20 supplementary product auctions only with a concurrent non-freebie bundle). A non-free auction never was held concurrent with a free auction. 
The seller’s eBay identity was the same for all auctions. To create some variation in type of coin offered by the seller, we offered coins from different years. A total of 270 coins were sold but the quality was kept constant because all were graded similarly. The moderately expensive focal coin was either an 1865 Indian penny (valued at $6.00 in Good-4 condition at the time of the experiment by Coins Magazine) or an 1879 Indian penny (valued at $7.00 in Good-4 condition by Coins Magazine). The supplementary product was an inexpensive Indian penny from 1901-1907 (each was valued at $1.35 in Good-4 condition by Coins Magazine). Each auction contained a photo of both sides of the coin(s). The order in which the coins appeared was randomized. The relatively low values of the auctioned items do not provide a strong incentive for bidders to allocate maximum cognitive resources to deciding on a bid amount.  
            eBay auctions take the form of a hybrid Open English auction and a second-price (sealed bid) auction (Wilcox 2000). Once the bidding begins, eBay mandates the bidding increment as a function of the current bid price of the item. Each auction had a three-day time limit, with no requirement that the bidders meet a minimum bid requirement or that the purchaser satisfies a reserve requirement. All 180 auctions ended in a sale, indicating that bidders valued the coins. When each auction ended, the final price was displayed on the auction page’s “bid history.”  

Results and Discussion
	
Study 1 results support hypothesis 1 for effects of freebies on WTP. Consistent with hypothesis 1, the final auction outcome for the focal product differed depending on the type of bundle sold concurrently. The focal product (the moderately expensive Indian penny) sold alone concurrently with a free bundle realized a lower price than when sold concurrently with a non-free bundle (Mfree = $3.77, SD = 1.49, n = 25, vs. Mnon-free = $4.67, SD = 1.54, n = 25), (t(48)= 2.09, p < .05).
 
Insert Figure 1 about here.

Study 1 also replicated Raghubir’s (2004) simulation experiment findings regarding the supplementary “free” item. When sold concurrently in the context of a bundle in which it is described as free, the supplementary item auction price was significantly lower than when sold concurrently with a non-free bundle (Mfree = $1.00; SD = .32; n = 20, vs. Mnon-free = $1.31; SD = .53; n =20), (t(38) = 2.24, p < .05).  
Hypothesis 1 predicts no difference in the price consumers are willing to pay for a mixed bundle when they are exposed to a bundle that has a free item compared to when that item is not described as free. Consistent with this hypothesis, there was no difference between the final price realized at the end of the auction in the free versus non-free condition for the mixed bundle (Mnon-free = $4.47; SD = 1.34; n = 45, vs. Mfree = $4.25, SD = 1.73, n = 45, NS). 
Although study 1 results support hypothesis 1, we lack evidence that arriving at the price judgments for the overall bundle and the focal product are differentially effortful. Further, the pattern of results might arise because of extraneous factors relating to judging an overall price for a bundle rather than because of the difficulty attached to pricing judgments involving a bundle of two disparate products (referred to as a “mixed” bundle). Another issue relates to the fact that the mixed bundle prices are similar to the focal product non-freebie price. This suggests that the combination of items is not in itself a more attractive offering for everyone than the focal item only. For example, some participants who are interested in the focal item might fail to participate in the mixed bundle auction because they lack interest in the supplementary product.  In general, study 1’s method offers less control than an experiment in a laboratory setting and so tempers our conclusions. 
 
STUDY 2: BUNDLES WITH AND WITHOUT A FREE ITEM

Study 2’s goal was to address concerns about study 1. First, we intended to demonstrate the robustness of the focal product freebie effect by replicating it in the laboratory with different stimuli, different procedures, and a different population. Second, we collected empirical data in a pretest that supports our logical analysis of the relative difficulty in arriving at the mixed bundle WTP versus the focal product WTP by comparing the amount of time used to make a valuation decision. Third, another pretest offered empirical support for our assumption that consumers’ inferences about free offers are negative. Fourth, study 2 was intended to help rule out the alternative explanation that study 1’s findings of non-significant differences between the mixed bundle prices were due to something inherent about bundle valuations. Study 2 accomplished this by including a different type of bundle in our design.  We predict that the freebie effect occurs for a homogeneous bundle comprised of two identical items (also known as Buy One Get One or BOGO’s). 
We expect to find a freebie effect for a homogeneous bundle because the quantitative reasoning here is similar in difficulty to valuation for just the focal product in a mixed bundle.  Since homogeneous bundle items are identical, the same valuation process applies to both products. This should ease computational reasoning due to the well-established “tie” effect in the mental arithmetic literature (Groen and Parkman 1972; Miller, Perlmutter, and Keating 1984). Arithmetic problems with repeated operands (e.g., 4 + 4) are solved more quickly and accurately than problems with non-tie operands (e.g., 4 + 3) (LeFevre, Shanahan, and DeStefano 2004). Applied to the context of promotional bundles, arriving at a total price that one would be willing to pay for two items that share the same internal valuation (e.g., $4) is not much more difficult than arriving at just a single product. 

H2:	The price consumers are willing to pay for a homogeneous bundle with an identical product described as “free” is less than when the homogeneous bundle does not include the “free” designation.   

Method

Study 2 manipulated whether or not the supplemental item was free (free vs. no mention of free) and the type of judgment required (price for the focal product from the mixed bundle, price for the mixed bundle, and price for the homogeneous bundle). A total of 187 undergraduates were randomly assigned to one of six conditions (87 females and 100 males, with a mean age of 23). 

Procedure. We used a simulation method similar to previous laboratory experiments that find effects of the free designation on the supplementary product’s price (Raghubir 2004). The questionnaire was administered via individual computers rather than paper and pencil to eliminate external memory aids. After a brief practice session to familiarize the respondents with the software used to present the stimuli and measures, the students began the experiment. Participants were told to imagine that they have run out of shampoo and have to go to the supermarket in their neighborhood to buy a new bottle. They were then told to imagine that they see on the shelf a 12 oz. size bottle of Neutrogena shampoo and to assume that they have heard some favorable things about it from their friends and family. As well as offering the shampoo for sale individually, the store offers a package of two bottles of product. In the homogeneous bundle condition the second product was an identical shampoo bottle. In the mixed bundle condition the 12 oz. container of shampoo was paired with a 6 oz. container of Neutrogena conditioner. A photo of both products was included. The homogeneous bundle photo showed two containers of Triple Moisture Neutrogena Shampoo, both in a 12 oz. tube, side by side. The mixed bundle showed one tube of the shampoo adjacent to a 6 oz. tube of Triple Moisture Neutrogena Conditioner. The study also varied whether or not the second bottle of shampoo or conditioner was offered for “free.”
We chose these products based on pretests indicating that the respondent population was familiar with and were frequent users of the product category, and was familiar with the Neutrogena brand. In addition, the two products make a plausible mixed bundle, just like Indian cents coins made a plausible bundle in study 1. An implausible bundle of two unrelated products might, on its own, stimulate inferences about the company’s unusual combination offer. After viewing the products, respondents typed in the amount they were willing to pay for the bundle in dollars and cents. No price information was given to participants in the main study or the pretests.  

Pretest of WPT for items when not bundled. A product of trivial value would be consistent with being offered for free in a bundle and so would not serve the purposes of our experiment. To confirm that the population we drew our sample from placed more than a trivial value on the products, a different sample of 63 undergraduates viewed just one of the products and indicated the amount they would be willing to pay for that one product when no mention was made about a bundle opportunity. As expected, those control respondents indicated that they valued each of the products and differentially so (Mshampoo = $5.72; SD = 3.40; n = 23; Mconditioner = $3.70; SD = 1.42; n = 23; t(44)= 2.68, p < .05). Those mean values are not dissimilar from the regular prices typically found in stores ($5.99 and $3.99, respectively). Respondents did not differ in the amount of time it took them to come up with the price (Mshampoo = 12.61 sec; SD = 6.37; n = 23; Mconditioner = 12.19 sec; SD = 5.84; n = 23; t(44)< 1).

Pretest of Negative Inferences. Underlying our hypotheses is the assumption that people make inferences about a bundle including a free item that reflect negatively on the focal item’s quality. To provide evidence for this assumption, 88 students completed a paper-and-pencil questionnaire asking about their thoughts about the focal product’s quality when exposed to either (1) a free mixed bundle (n = 27), (2) a non-free mixed bundle (n = 19), (3) a free homogeneous bundle (n = 20), or (4) a non-free homogeneous bundle (n = 22). Those students read the same materials and viewed color photos of the same products as in the main study. However, they were not asked to provide prices (asking about prices might lead them to justify their price judgments by modifying their reports). After reading the materials, they were asked to write down their thoughts about the focal item’s quality. Two independent judges classified the individuals as either mentioning something negative about the focal item’s quality or not, with disagreements resolved by a third judge. The inter-rater reliability for the two judges’ ratings was .91. An example of a statement leading to classification as negative quality is, “I would assume that the shampoo is not selling very well and might not be of very high quality.” 
Consistent with our theorizing, participants were more likely to make negative inferences about the focal product when it was packaged in a bundle with a supplementary product given away for free. As expected, the difference was significant for the mixed bundle conditions, with a negative comment from 20 (74.1%) of those in the free mixed bundle condition versus from 8 (42.1%) of those in the non-free mixed bundle condition, (t(44) = 2.19, p < .05). The difference was also significant for the homogeneous bundle conditions, with negative comments from 16 (80%) of those in the free bundle condition versus 8 (36.4%) for those in the non-free condition, (t(40) = 2.85, p < .01). Hence, bundles with free items are more likely to lead to negative inferences than bundles without a free designation. 

Pretest of effort in arriving at WTP across offerings.  Our theorizing about the different effects on price judgments is based on a logical analysis of the potential steps involved in arriving at WTP. Arriving at only a focal product price and arriving at a homogeneous bundle price involve less effort than for the mixed bundle. Arriving at a focal product price (even when it is part of a mixed bundle) is easier than arriving at the mixed bundle price because the value of a second product need not be calculated and integrated into an overall bundle price. Similarly, arriving at a homogeneous bundle price is easier than the mixed bundle price because only one product is involved. 
To confirm that arriving at WTP for the mixed bundle is more effortful than for the homogeneous bundle and for only the focal product, we compared the time to make the valuation decision for a mixed bundle with the decision time for a homogeneous bundle and the time for the focal product using the same procedure as in the main study. For this pretest, 67 participants were assigned at random to the focal product, the homogeneous, or the mixed bundle condition. An ANOVA of the time of judgment as the dependent variable showed a significant effect of the type of judgment (F (2,64)= 8.91, p < .01). As expected, follow-up comparisons showed that those in the focal product and in the homogeneous bundle conditions took less time than those in the mixed bundle condition (Mfocal = 11.65 sec. vs. Mmixed = 16.67 sec.; t(41) = 3.98; p < .001; Mhomogeneous = 12.61 sec., vs. Mmixed = 16.67 sec., t(43) = 3.11, p < .01).  There was no significant difference between the focal and homogeneous bundle condition (Mfocal = 11.65 sec. vs. Mhomogeneous = 12.61 sec.). The longer time for the mixed bundle condition compared to the other conditions suggests that arriving at WTP is not largely an unconscious process because under such conditions decisions should be similarly automatic and fast, being “independent of which particular number is encoded” (Monroe and Lee 1999, p. 217). Instead, the differences suggest a more deliberate judgment process and a degree of mental manipulation of numbers, as our theorizing implies. 

Pretest of effort in processing freebie offers. Our theorizing assumes that the freebie valuation involves more cognitive effort than the non-freebie valuation because consumers make deliberative inferences about the freebie offer, converting the implications of those beliefs into amounts that lower their WTP. To confirm that the freebie valuation task is more effortful than the non-freebie evaluation even when the judgment task is relatively easy, we examined the time to arrive at the focal item judgment when the focal item was part of the mixed bundle. As expected, in a separate pretest with 50 representatives of the same population as in the main study, the time was greater for the freebie condition than for the non-freebie condition (Mfree = 12.67 sec. vs. Mnon-free = 10.74 sec.; t(48) = 2.04; p < .05).  If freebies make valuation more time-consuming for even the relatively easy focal item task, we can assume that it would also be more time-consuming to take the implications of the freebie into account if the task is more difficult.    

Results and Discussion 
	
The results support hypothesis 1 and hypothesis 2. A 2 X 3 ANOVA on the bundle price with free or not free as one factor and the type of judgment as the second factor showed a significant judgment type main effect (F (2,181) = 18.52, p < .01) and a significant free designation main effect (F(1, 181) = 10.24, p < .01), which were qualified by a significant interaction (F(2, 181) = 5.05, p  < .01). When participants indicated the price for the focal product only, the freebie designation led to a lower price (Mfree = $2.87; SD = .61, n = 31, vs. Mnon-free = $4.02; SD = 1.02, n = 33), (t(62) = 2.57, p < .05). For the overall mixed bundle price, there was no significant difference in prices depending on the freebie designation (Mfree = $5.09; SD = 2.38, n = 32, vs. Mnon-free = $4.79; SD = 1.95, n = 33), (t(63) < 1, NS). These findings replicate study 1 and support hypothesis 1. 
Additionally, the free homogeneous bundle’s price was significantly lower than the non-free homogeneous bundle’s price (Mfree = $4.45; SD = 1.75; n = 29, vs. Mnon-free = $6.12; SD = 2.36; n = 29), (t(56) = 3.54, p < .01). Finding freebie devaluation for the homogeneous bundle (hypothesis 2) but not for the mixed bundle supports the notion that processing is easier for the homogenous bundle, which facilitates integration of non-numerical knowledge. The homogeneous bundle respondents appear to have been able to take negative, deliberative inferences about the promotion into account in their WTP judgments.  
The main study results combined with the pretest results suggest that the price consumers are willing to pay for a bundle varies depending on the resources available for making deliberative inferences about the free offer. The lack of difference between the mixed bundle prices is consistent with our notion that the cognitive demands of the task deter respondents from taking into account negative inferences when arriving at the total bundle price. When the WTP task itself required fewer resources (e.g., as in a homogeneous bundle), describing one item as free reduced the price respondents were willing to pay for the bundle as a whole, supporting hypothesis 2. Further, the evidence indicates that consumers do not merely value the supplementary product as zero when in a freebie bundle. In the freebie conditions, the bundle’s price was significantly higher than the focal product’s price (Mfree-bundle = $5.09 vs. Mfree-focal= $2.87), (t(61)=5.11, p < .05). 
Whereas these results are consistent with our theorizing and suggest that study 1 support for hypothesis 1 is robust across settings, stimuli, and populations, we lack direct evidence that judgment difficulty influences the extent to which the freebie designation decreases WPT. To provide direct evidence that increasing the difficulty of the judgment reduces the freebie devaluation effect, study 3 varied the time pressure imposed on consumers when making a price judgment.   

STUDY 3: BOUNDARY CONDITIONS ON FREEBIE EFFECTS 

Study 3 examined effects of judgment difficulty on the price respondents were willing to pay for the focal product and for the overall mixed bundle when one item is described as free. To clarify the effects of difficulty on WTP, study 3 manipulated two factors that should have opposite effects on WTP when mixed bundles include a freebie: (1) time constraints, which should increase judgment difficulty and so decrease the negative effects of the freebie designation on WTP, and (2) salience of reasoning about the firm’s motives, which should increase the extent to which negative, deliberative inferences are taken into account and so increase the negative effects of the freebie designation on WTP.  

Effects of time constraints 

Constructive consumer choice theory identifies the key factors that can increase problem difficulty (Bettman et al.1998).  One factor increasing problem difficulty is time pressure. Even a relatively simple task can become more difficult when a deadline constrains the time to render a judgment. Time pressure leads consumers to become more selective in their use of information (Chu and Spires 2001; Payne, Bettman, and Johnson 1988; Wright 1974).  Consumers whose mental resources are constrained are less likely to take into account the seller’s motive for price changes compared to when processing resources are more plentiful (Campbell 2007). 
We maintained that the focal item WTP was a relatively simple task, which allowed consumers to arrive at valuations by integrating numerical and non-numerical knowledge. Studies 1 and 2 support the notion that non-numerical reasoning about the free offer decreases the focal item price compared to the absence of a free offer. Because time pressure increases difficulty and increased difficulty reduces the freebie devaluation effect, constraining the time to arrive at the price should lead to higher WTP for the focal item appearing in a freebie mixed bundle compared to when time is unconstrained.    
Increasing the time pressure to arrive at a valuation for the overall mixed bundle with a freebie should not influence WTP. We maintain that the absence of a difference between the freebie and no freebie mixed bundle prices in studies 1 and 2 occurs because the task is already too difficult for consumers to integrate non-numerical knowledge into their judgment. Increasing judgment difficulty further by increasing time pressure should have no incremental effect. 
  
Salience and time pressure	  

Increasing the salience of non-numerical knowledge should influence WTP differently depending on judgment difficulty. Previous research indicates that increasing the salience of non-numerical information increases its use in price judgments (Chandran and Morwitz 2006).  However, this effect should be minimized when the judgment task is so easy that deliberative inferences already affect judgment. On the other hand, the WTP judgment can be so difficult that even increasing the salience of the firm’s motive has no effect. 
Increasing the salience of the seller’s motive for offering the freebie should have no differential effect on WTP for the focal product when time is unconstrained. Consumers should make negative, deliberative inferences about the freebie that lower the focal product WTP regardless of whether the context makes motives salient or not. However, motive salience should have a differential effect on the focal product WTP when time is constrained. Time constraints increase the difficulty of paying attention to different components of a judgment (Barrouillet et al. 2007). Because of the nature of the task output, information selectivity favors the numerical knowledge system over the inferential system. Hence, consumers should be less likely to take into account deliberative inferences about the firm’s motives and integrate that information into WTP when resources are constrained. Reminding consumers to take into account the firm’s motivations for offering the promotion when arriving at WTP should increase the impact of non-numerical information. Hence, making the seller’s motives salient to a time pressured consumer should lead to a lower focal item WTP compared to when it is not salient.  
Similar to the focal product WTP, increasing the salience of the seller’s motives should influence overall bundle WTP differently depending on time constraints. However, the pattern should be different from that of the focal product WTP. When time is unconstrained, making motives salient should decrease WTP for the free overall bundle. Increasing the salience of motives lowers the overall bundle WTP because it reminds consumers to take into account their negative inferences about freebies. However, increasing judgment difficulty by increasing time pressure should eliminate the salience effect. In short, we predict a three-way interaction between time pressure, motive salience, and type of judgment (focal only vs. overall bundle) on WTP when bundles include a freebie. Salience lowers focal item WTP only when time is constrained; salience lowers the overall mixed bundle WTP only when time is unconstrained. 

H3:	Increasing salience of firm’s motives for offering a freebie differentially impacts WTP when mixed bundles include free products and time constraints vary.  
H3a.    Making motives salient reduces the focal product WTP under time pressure, but 
	salience has no differential effect when there is no time pressure.
H3b.    Making motives salient reduces the overall bundle WTP when there is no time
pressure, but salience has no differential effect under time pressure.
Note that time pressure should fail to influence WTP if consumers’ valuations automatically take into account negative inferences about the freebie.   

Method

Study 3 manipulated motive salience (salience present vs. salience absent), the availability of resources for making judgments (time pressure vs. no time pressure), and the type of judgment required (focal product vs. overall bundle). Participants were 246 undergraduates (123 females and 123 males, with a mean age of 22 years) who were assigned at random to one of the eight conditions. Time constraints were manipulated by varying the amount of time that the participants were given to come up with a price that they would pay for the bundle. Half of the participants were limited to 15 seconds, while the remainder had no time limitation. The screen preceding the question about price informed the time-constrained participants that they would only have 15 seconds to make a judgment (arrive at a price). To help participants time themselves, they were told that a picture of a clock showing the amount of time left would be displayed at the bottom of the screen. Note that the same time limit (15 sec.) for both the focal and the mixed bundle conditions creates more constraints on the mixed bundle participants than on the focal condition participants. Recall that study 2 pretest participants took more time to generate WTP for the non-freebie mixed bundle than for non-freebie focal product. However, the 15 second limit constrains even the focal judgment because it creates a sense of time urgency (Svenson and Maule 1993). 
We manipulated salience by asking respondents to think about why a company would want to offer a product for “free.” Participants were not asked to write down their thoughts at this point. All participants indicated the amount they were willing to pay for the bundle or for the focal item by typing in the numbers in dollars and cents. After the WTP measure, a separate screen asked them to type in their thoughts and feelings while arriving at a price. Finally, participants were asked if they had used Neutrogena products before, and asked for their gender and age. Age and gender showed no significant effects on willingness to pay. However, those who had used Neutrogena products before showed a higher WTP than those who had not ($4.26 vs. $3.76 respectively; t(244)=2.21; p < .05). Hence, this factor was used as a covariate in the WTP analyses.

Results
 
 WTP. The price results support hypothesis 3’s predicted effects of salience and time pressure on WTP for focal and mixed bundle prices (figure 2). With past Neutrogena usage as a covariate, a 2 X 2 X 2 analysis of variance showed significant main effects for type of judgment (F(1,,237)=38.84; p < .001), salience (F(1,,237)=7.30; p < .01), and time pressure (F(1,,237)=10.46; p < .01), which were qualified by a significant three-way interaction (F(1,,237)=4.32; p < .05). Comparisons across means clarify the meaning of the interaction. 
	Consistent with hypothesis 3a, making motives salient had no effect on focal product WTP when time was unlimited (Msalience present  = $2.95 vs. Msalience absent = $3.03, NS), but resulted in lower WTP when time was limited (Msalience present = $3.30 vs. Msalience absent = $4.16), (t(59)=2.07, p < .05). Apparently, when time was unlimited, coming up with WTP for the focal product was sufficiently easy, so that negative inferences reduced WTP even when they were not made salient. In contrast, when the time limit increased judgment difficulty, motive salience lowered focal product WTP. 
	Consistent with hypothesis 3b, and unlike focal product conditions, making motives salient lead to lower overall bundle WTP when time was unlimited (Msalience present = $3.79 vs. Msalience absent = $4.92), (t(62)=2.74, p < .01). Salience had no effect on WTP when time was limited (Msalience present  = $5.03 vs. Msalience absent  = $4.87, NS). Apparently, when time was unlimited, making the seller’s motives salient helped consumers take negative inferences into consideration and overcome the relative difficulty of arriving at the WTP for a mixed bundle. Thus time limitation attenuated the facilitating effect of salience, preventing consumers from taking negative inferences into consideration and leading to similar WTP regardless of whether motives were salient.
	
                                            Insert figure 2 about here

Negative thoughts and WTP. Consistent with our reasoning, the number of negative thoughts about the product mediates WTP effects. Respondents’ thoughts were coded by two independent judges unaware of the goals of the study. Disagreements were resolved by a third judge. The inter-rater reliability for the two judges’ ratings of thoughts was .87. An example of listed thoughts that reflected negatively on the product or the promotion’s value is “they can’t sell the product without this marketing gimmick; something must be wrong with the product.” 
With past usage as a covariate, a 2 X 2 X 2 ANOVA showed significant main effects of salience (F(1,,237)=7.24; p < .01) and time pressure (F(1,,237)=8.50; p < .01), which were qualified by a significant three-way interaction between the type of judgment, salience, and time pressure (F(1,,237)=9.34; p < .01)  on the proposed mediator (number of negative thoughts listed by the participants about the product or the promotion’s value in their thought protocols). Turning first to the focal product conditions, we found differences consistent with our theorizing. Under time pressure, participants listed more negative thoughts when prompted to think about why a company would offer a product for free compared to those who were not prompted to do so (.54 vs. .17, respectively; t(59)=2.03, p < .05). As our theorizing would lead us to expect, there was no significant difference in number of negative thoughts listed across the two motive salience conditions when participants’ resources were unlimited (.55 vs. .63).
 Negative thoughts in the overall bundle conditions were also consistent with our theorizing. When there was no time pressure, participants listed more negative thoughts when prompted to think about why a company would offer a product for free compared to those who were not prompted to do so (.95 vs. .28, respectively; t(62)=3.76, p < .01). As expected, there was no significant difference in negative thought listings across the two motive salience conditions under time pressure (.33 vs. .32).  
 	Next, following Baron and Kenney (1986), we included number of negative thoughts in the model testing the effect of motive salience, type of judgment, and time pressure on willingness to pay. Recall that the ANOVA showed that salience, time pressure, and type of judgment interacted significantly on this dependent measure. When number of negative thoughts listed was included in the model, the effect of number of negative thoughts on WTP was significant (F(1,236)=5.04; p < .03), whereas the interaction effect became insignificant (F(1,236)=2.62; p  > .10). To ascertain the mediation effect, we conducted Sobel’s test (Sobel 1982) that directly assesses the significance of the path from the independent variable to the proposed mediator to the dependent variable. The test confirmed that the mediation effect was significant, (z = 2.04; p < .05). The mediation analysis shows that changes in willingness to pay are driven by participants’ generation of negative thoughts. In support of our theorizing, prompting consumers to think about why a company may want to offer a product for free resulted in a higher number of negative thoughts, and, in turn, lead to a reduction in price the consumers were willing to pay for the bundle. However, this happened only if the consumers had unrestricted time, as we predicted.

Discussion

The results suggest that the price that consumers are willing to pay for a free bundle and for the focal item contained within the bundle varies depending on the time available to make inferences about the bundled promotion and the salience of the seller’s motive for offering the bundle. This three-way interaction on WTP supports hypothesis 3.  The lack of difference between the mixed bundle prices when time was limited is consistent with our notion that the cognitive demands of the task reduced the respondents’ ability to take deliberative (non-automatic) inferences into account. When time was unconstrained, making motives salient resulted in lower WTP.  Moreover, the lack of difference between the focal item prices when time was unlimited is consistent with our notion that the cognitive demands of the focal item task are such that non-numerical knowledge is normally taken into account. The mediating role of number of negative thoughts provides additional confidence that the processes we propose account for study 1 and study 2 findings.  
Study 3’s three-way interaction effect helps rule out other ways to simplify the WTP task that consumers might opt for when cognitive resources are limited. If limited resources lead consumers to assign the free product a value of zero or to ignore incorporating its value into WTP, they would have done so at both levels of motive salience. Instead, the results showed the effect of time pressure on the mixed bundle WTP only when the seller’s motive was salient and the effect of time pressure on focal product WTP when motives were not made salient. 

	     	                             GENERAL DISCUSSION
    	
Our research offers empirical support for our conceptual framework for consumers’ price valuations. This framework draws on distinctions between numerical and agent knowledge systems to identify when consumers’ selectivity in information use influences judgments.  Our research indicates that the effort involved in taking marketers’ motives into account is crucial to this process.  This framework allows us to clarify ambiguities in the literature about the effects of free offerings. Specifically, we show that a freebie promotion sometimes has negative effects on consumers’ valuations of the overall bundle (whether mixed or homogenous) and on the focal product compared to when the same type of promotion lacks a freebie designation. This contrasts with the positive effects of free promotions suggested by some research (Chandran and Morwitz 2006; Nunes and Park 2003), but is consistent with negative effects of free promotions on valuation of the freebie itself (Raghubir and Corfman 1999).  
Further, our studies show that the difficulty of the judgment task moderates the freebie devaluation effect. Increasing judgment difficulty increases the amount consumers are willing to pay.  Increasing the salience of the seller’s motive for offering a freebie can counteract the impact of difficulty. Due to the difficulty impact, freebies can have seemingly inconsistent effects. Specifically, freebies can lower the valuation of the focal product while having no differential impact on valuation of the overall mixed bundle. Our field experiment provides evidence of the importance of these findings in a real-world context. 

Judgment Difficulty Influences Freebie Devaluation Effects

We subscribe to the notion of consumers as “motivated tacticians” (Fiske and Taylor 1991), who sometimes sacrifice a consideration of all information in the interest of speed in decision making. Hence, our theoretical framework emphasizes the effect of judgment difficulty on influencing whether the freebie devaluation effect occurs. Increasing the cognitive load by increasing problem size (the number of disparate products involved in the valuation task) and by creating time pressure to arrive at a valuation reduced the freebie devaluation effect. The results of the process measures are consistent with the notion of greater information selectivity when the judgment is more difficult. Greater difficulty seems to reduce the impact of non-numerical knowledge, and negative product evaluations arising from deliberative inferences about the seller’s motive in particular. 
Additional factors can influence the difficulty of the valuation task and suggest promising areas for future research. Sometimes generating a price can require minimal mental arithmetic (Monroe and Lee 1999), which should favor resources allocated to deliberative inferential processes. Reducing mental arithmetic complexity should increase the likelihood that consumers take into account the firm’s motives for offering the free product and so decrease WTP. For example, mixed bundle offers that display the regular price and the price savings could reduce the cognitive resources necessary for numerical processing, assuming that the price is not too discrepant from the individual’s reference price. Additionally, a consumer might find the valuation task easier when the same two disparate products (e.g., a razor and blades) are consistently offered in a bundle because the consumer might recall the previous price paid for the bundle. Even if the price is not recalled, routinely making the same motive inferences for such a pair might lead to automatic freebie devaluations cued by that product category.  
 
Motives for Promotions Can Neutralize the Freebie Devaluation

In addition to judgment difficulty, our research highlights additional factors that influence whether freebie devaluation occurs.  Studies 2 and 3 suggest that consumers’ inferences about the seller’s motives lead to negative beliefs about the product. Although we found that freebies often lowered WTP compared to the absence of a freebie, the negative effects of freebies might sometimes be neutralized if sellers provide other (more favorable) motives for the free bundle promotion.  
To provide some evidence of the effect of a seller’s more positive motive to complete a sale, we asked 74 students to indicate their WTP for a focal product (shampoo) in an experiment using procedures similar to study 2. About half of the participants were told that “some companies offer two products in a bundle to get people familiar with the product or to make them aware of the product” to make salient an alternative motive for the promotion. As expected, this product trial motive increased the mean price for the focal product in the free product bundle from M = $2.82, to M = $3.80 (t(72) = 2.17, p < .05). Marketers might be able to provide cues for this and other motives that would attenuate the freebie devaluation effect by countering negative inferences.  
	
Task Output Shapes Judgments 

The type of task output influences freebie devaluation effects because tasks shape the information sought (Bettman et. al 1998). Our studies demanded an exact numerical output (WTP) and so favor numerical cognitive processes more than one of the other core knowledge systems. For example, auction bidders must generate a price to participate in the auction, which should prime number representations and adding and subtracting operations. Some tasks will prime the agent knowledge system. For example, a surprising combination of products (e.g., a bundle of shampoo and canned peas) is particularly likely to elicit inferences because disconfirmation of expectancies seems to stimulate attributions automatically (Wong and Weiner 1981). Elaboration on inferences should increase the use of agent system knowledge, particularly when the task requires a preference between two options rather than a price judgment. 
Deliberative inferences need not always be the first to be discarded when consumers face taxing price-related judgments. Whereas the task for our studies’ participants was to generate a price, price and promotion research often requires not number production but choice (e.g., Chandran and Morwitz 2006; Nunes and Park 2003). When such a task activates inferential deliberation, it may facilitate incorporating negative inferences about freebies into the judgment. In addition, when the freebie involves a bundle of services, the accessibility of the agent knowledge system for evaluating service providers may make inferences about motives less resource consuming compared to product bundles. These issues present fruitful opportunities for future research.
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FIGURE 1

Study 1 Mean Auction Prices
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 FIGURE 2

Study 3 Mean WTP for Relatively Easy to Relatively Difficult Judgments When Salience of the Firm’s Motive for Offering the Freebie Varies
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