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Zero-Pricing

A 
zero price is something more than a highly-advantageous 
offer. Think about the queues that form outside Star-
bucks when they offer free coffee or of the number of 
people who are happy to accept a can of Coca-Cola 

handed out free in the pedestrian precincts of big cities. Spend-
ing a couple of hours queuing to get a coffee which would nor-
mally have cost just a dollar or two is not necessarily the result 
of a careful analysis of costs and benefits. In the same way, ac-
cepting a soft drink just because it is offered for free is probably 
more the consequence of wishing to take advantage of a bargain 
than a rational fulfillment of a need or a desire. Many companies 
have sought to exploit this particular force of attraction associ-
ated with zero not only to publicize their product or brand but 
also to develop new business models. In the following pages we 
will attempt to give a brief description of the logic and the char-
acteristics of the zero-pricing business model after which we 
will focus on investigating the manner in which it can influence 
consumers’ purchasing decisions in the short and long term. We 
will conclude by putting together these two aspects in order to 
arrive at an evaluation of the opportunities and risks associated 
with zero-pricing.

Part I
In his textbook “FREE”1, Chris Anderson divided all business 
models based on the principle of zero-pricing into four main 
categories. 

In the case of direct cross-subsidies the producer offers the con-
sumer one unit of a product in return for the immediate or subse-
quent purchase of a further unit of the same or of another prod-
uct. We can include in this category all those situations where 
companies give away products to clients in order to increase 
loyalty, offer an incentive for the purchase of larger quantities by 
reducing the unit price (“buy two, get one free”) or seek to pro-
mote a new product by offering an opportunity to try it for free. In 
each of these cases, the company will sustain a loss equal to the 
cost of the product, which must be recouped through increased 
earnings from higher volumes of sales. 

In the three-party markets model the producer offers the product 
free of charge to the consumer but is compensated by other com-
panies who pay to receive a mention in the offer in the hope of 
generating sales of their own products. The free press business 
model increasingly seen in the world of media, where profits are 
generated by the presence of advertising rather than through the 
sale of the newspaper itself, is a typical example of this. In these 
cases the company will make profits if the loss sustained by the 
non- payment for the product itself is exceeded by advertising 
receipts. Companies placing advertising will likewise have an 
attendant financial cost which can be made good through ad-
ditional sales generated by the advertising. 

On the other hand, the term freemiums is used when a basic 
version of the product is made available freely to all consumers. 
Here the wager is that some of these consumers will make pay-
ments to purchase an upgrade offering additional functionalities. 
This category includes applications for mobile phones or social 
network games and works particularly well in cases where there 
is a clear preponderance of fixed costs, i.e. where a negligible 
component of variable costs encourages the maximum diffusion 
of the basic product. 

In the case of non-monetary markets operators create and ex-
change goods and services without any expectation of future 
monetary gain deriving from these transactions. This is the case 
for products offered free of charge on the basis of a rationale 
unconnected with classical market mechanisms, such as a re-
ward in terms of reputation or the satisfaction of doing something 
which is good, intelligent or ‘right’. 

Whereas in the last of these the profit motive in the classical 
sense in entirely absent, the other three models are based on 
the assumption that the zero element will lead to a substantial in-
crease in the attractiveness of the product, thus generating high 
volumes for the basic products offered at the outset but also more 
particularly for new or premium offers. But does this assumption 
make sense? In what way does the zero element render an of-
fer interesting in the eyes of the consumer? And on what basis 
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Figure 1: The impact of zero in the distribution of preferencescan this attractiveness be 
transformed into profits for 
the company?

Part II
Economic theory assumes 
that every purchase is eval-
uated on the basis of a 
process of cost / benefit 
analysis. Aside from any 
transaction costs, the cost 
of a product is determined 
basically by its price and its 
benefit by the value we as-
sign to it. A consumer will 
purchase a product if the 
difference between its ex-
pected utility and its cost 
is positive and exceeds the 
difference between its price and alternative products which are 
available2. 

When the price of a product is zero we no longer have a cost, but 
only a benefit. The substantial increases in volumes of demand 
which are often generated are therefore quite natural and at least 
four perfectly rational economic explanations can be advanced. 

The first is that the consumer’s budget limits are so low that the 
only price which will be acceptable is, precisely, zero. The prob-
lem here which is resolved by the zero element is not so much that 
the product is not attractive (i.e. offers a low level of benefit) but 
rather that the consumer cannot afford it (the price is too high). 

The second explanation relates to the fact that the payoff for the 
consumer might be non-existent or negative for any positive price 
level. When the expected utility of a product is minimal, it is pos-
sible that the only level of price which can generate a positive 
ratio between costs and benefits is zero. 

The third explanation lies in the capacity of zero to avoid certain 
transaction costs. For products which are particularly uninterest-
ing – or for consumers who are particularly lazy – small practical 
difficulties relating to the purchasing process such as having to 
search for the money in one’s wallet, give it to the cashier, take 
the change and possibly check it, can represent an obstacle suf-
ficiently great as to induce the consumer to forgo the purchase. 
The zero price signifies eliminating the need to pay for the prod-
uct and its associated transaction costs. 

Lastly, the decreasing marginal utility of money can help explain 
the success of zero. If the value of the first Euro we have is greater 
than the hundredth Euro which in turn is greater than the thou-
sandth, then, when the price of a product passes from zero to 1 
Euro, the increase in the level of sacrifice - the perceived loss - 
which we have to make to pay it will be much higher than when 
the price passes from 100 to 101 Euros3.

Part III
While these arguments make sense in logical and economic 
terms, a number of empirical experiments have demonstrated 
that behind the impact of zero there must be something more 

than these very specific kinds of budget constraints, consumer 
payoffs, transaction costs and the utility function of money. 

A recent experiment asked respondents to imagine that they 
have to open a current account and are faced with two alter-
native products. Product B had a price of €2 and included an 
ATM cash withdrawal card, a credit card and the ability to make 
single bank transfers and cash withdrawals free of charge from 
machines belonging to other banks. Product A had a price of 
€4 – i.e. double that of product B – but with a correspondingly 
higher level of services. This account allowed three bank trans-
fers and three cash withdrawals from machines belonging to 
other banks, while also including the other services mentioned 
above. Faced with this choice, 36% of respondents showed a 
preference for the offer at €2, while the remaining 57% opted 
for the one at €4, with the remainder (7%) consisting of those 
who refused both offers. 

A second experiment asked a group of similar size and compo-
sition to indicate their preference between these same two op-
tions, with the difference that this time product B was offered at 
a price of zero, while A was priced at €2. The result was that in 
this case 55% of preferences went to the zero-priced product, 
36% to the product at €2 and 9% refused both.

As we can see in figure 1 it is interesting to note that the intro-
duction of the zero price element causes a substantial shift in the 
attractiveness of the two products, causing Product A to lose 
a significant portion of preferences in favor of product B, even 
though the prices of the two products saw an identical reduc-
tion in absolute terms (€2). A price reduction from a level of €4 
to €2 does not have the same impact as a reduction from €2 to 
zero. Therefore, despite the fact that the difference between cost 
and benefit of the two offers remained exactly the same, there 
was an inversion in their levels of attractiveness. 

Very similar results were obtained by Shampanier et al (2007)4 
for other types of products, both in hypothetical purchasing situ-
ations and in real contexts. For example, in an experiment where 
the consumer was offered the choice between a Ferrero Rocher 
priced at 27 cents and a Hershey bar at 2 cents, 40% chose the 
premium product, 45% the basic one and 15% chose neither. A 
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For a certain type of consumer the reason 
for the impact of zero could be what we refer 
to as the “Uncle Scrooge effect”.

practically identical distribution was obtained (respectively 40%, 
40% and 20%) when both prices were reduced by one cent, 
making 26 cents for the Ferrero product and 1 cent for the Her-
shey bar. However, when the prices were reduced by a further 
cent, making 25 cents and 0 cents respectively, the majority of 
consumers opted for the free product, taking its level of prefer-
ences from 40% to 90%, while those for the Ferrero product 
declined to 10%.

On the basis of these findings let us look again at the four ar-
guments given above as possible explanations for the zero ef-
fect. To begin with budget constraints, it is highly unlikely that a 
product which previously had been purchased for €4 can now 
no longer be purchased because it costs €2 unless we assume 
the budget constraint is operating in reverse. 

The argument relating to consumer payoff is similarly belied by 
the fact that when the consumer had the option of choosing be-
tween two products both having a price higher than zero or of 
going without the purchase, it was the higher-priced of the two 
which was typically purchased. In these cases the consumer’s 
willingness to purchase is positive and the cross-product payoff 
is at least €2 above zero5. 

The argument based on transaction costs is similarly shown to 
be false in the specific context of the experiment conducted 
by Shampanier et al (2007), designed specifically to neutralize 
the impact of transaction 
costs6. Here the effect of 
zero on the distribution of 
preferences remains es-
sentially identical despite 
the placement of the prod-
ucts on offer near the till, 
thus making them avail-
able at a time when the 
consumers are already 
faced with transaction 
costs such as searching for the money in their wallet, taking the 
change from the cashier and checking it. 

Finally, while it may be true that the difference in terms of per-
ceived loss between the products sold at €0 and €2 is bigger 
than the difference between the products sold at €2 and €4, it 
is also true that in the first case I would reduce my wealth by a 
maximum of €2, but in the second by a maximum of €4. The price 
of €4 will bring me two times closer to the limit of my budget 
constraint than the price of €2, triggering what we will call the 
increasing marginal disutility of getting closer to poverty. Con-
sidering this, it is difficult to use the decreasing marginal utility 
of money to explain the preference of the €0 product over the 
€2 product, and at the same time applying it to justify the pref-
erence of the €4 product over the €2 product. 

Part IV
If the classical economic explanations do not stand up to exami-
nation, then we are forced to look for other factors to explain the 
extraordinary impact of zero in the distribution of preferences. 
The hypothesis we will advance in this article is that in the mind 
of the consumer the zero price not only cancels the costs of the 
products in question but also increases their benefits. This is not 

so much because the product in question is seen as more use-
ful or pleasurable, but more that the buying transaction itself is 
seen as a particularly desirable bargain. 

Many experiments have shown that there can be a positive cor-
relation between the value we attribute to a product and its price 
level7. In these cases the price is seen as an indicator of value. 
A zero price can thus potentially diminish the perception of a 
product’s quality and even diminish its degree of acceptability. 
This effect is balanced, however, by the fact that a transaction 
involving a zero can take on a particularly positive connotation, 
and this for a number of reasons8. 

For a certain type of consumer the reason for the impact of zero 
could be what we refer to as the “Uncle Scrooge effect”. The 
minimum threshold above which such consumers start to be wary 
of the need to pay a price is very low, not because of particular 
budget constraints but simply through a generalized aversion 
to loss. In these cases even a very low price, regardless of the 
expected value of a certain product, can conflict with the con-
sumer’s sense of parsimony and obstruct the purchasing deci-
sion. Contrariwise, a zero price can give rise to a disproportion-
ate exhilaration, precisely because it avoids any loss, and this is 
the fundamental point for Uncle Scrooge. Paradoxically, a similar 
phenomenon could occur with extremely poor people, who have 
learnt to consider even minimal prices as a loss, because they are 
well aware that every cent spent on a given product is a cent less 

that they will have avail-
able for other products9. 

Another possible ex-
planation is based on 
essentially the same 
psychological mecha-
nism, even if it involves 
a much less obsessive 
or distorted attitude to-
wards money. The idea 

is that in buying decisions regarding very inexpensive products 
the consumer does not perceive the price as a loss as such, in 
that he (or she) simply takes for granted that there is a price to 
pay but this price is immaterial insofar as it is remote from his (or 
her) budget constraints. In these situations the buying decision 
is essentially oriented to the product itself and the price plays 
a marginal role. This all changes however when zero enters the 
equation, because this factor draws the attention of the consumer 
to the price and induces him to consideration of the fact that in 
this type of transaction the opportunity to obtain something with 
a positive value (the product) is associated with the certainty of 
not having to make any sacrifice (the price is zero). It must there-
fore represent an excellent bargain.

Part V
It is important to note that the difference between positive prices 
and zero does not lie simply in the fact that the latter can draw 
the attention of the consumer. Equally important is the fact that 
it transforms the purchasing situation from a trade-off decision 
of the type “I am willing to pay this price in order to obtain this 
product” to a one-dimensional decision of the type “Do I wish 
to obtain this product?” 



Fourth Quarter 2013 The Journal of Professional Pricing13

In point of fact, all our de-
cisions are influenced not 
only by the content itself but 
also by the points of refer-
ence through which they 
are framed and the thought 
processes we use to tackle 
them. This is exactly what 
zero does: it provides the 
decider with a simple point 
of reference to be guided by 
and to make use of. In the 
case of the experiment re-
garding current accounts, in 
order to make a choice the 
consumer should in theory 
make two direct comparisons, one relating to the two prices and 
one to the two products (arrows 1 and 2 in figure 2), two cross-
comparisons between the products and their prices (arrows 3 
and 4) and finally two indirect comparisons between each product 
and the price of the alternative (arrows 5 and 6). Comparing the 
two prices is the simplest operation in cognitive terms, because 
it involves two items which lie along the same cardinal numeric 
scale. This is an operation which we have learnt to perform from an 
early age and which thus does not involve any major difficulties10. 

Much more complex are the mental operations involved in the 
comparison of the two products. The difficulty derives from the 
fact that these are multidimensional comparisons which cannot 
be expressed directly as values on the same scale and which 
in any case refer to services to which we are unable to assign 
a precise level of expected utility, even if taken singly. Arrows 3 
and 4 represent a further increase in difficulty. Here in fact on top 
of the difficult task of assessing the value of a product is added 
the need to translate this “hedonistic” value into a “monetary” 
value and thus to transform the expected utility into willingness to 
spend. Last, in arrows 5 and 6 we encounter the maximum level 

of cognitive difficulty, where the necessity to convert value into 
money is joined by the need to “mix” the two offers and hence 
to follow a counterfactual thought process11.

Our argument is that the consumer seeks as far as possible to 
avoid this complex mental effort and in the zero element finds 
a natural ally. The thought processes involved in a buying deci-
sion are in fact enormously simplified if one of the prices under 
consideration is zero. Let us suppose that this is the case for 
price A. Here the need for the thought processes represented 
by arrows 1, 3 and 5 no longer exists as a zero price is evident-
ly preferable to a positive one, a product sold at that price will 
clearly have a utility which is greater than its cost and will have 
an obvious differentiation with regard to an alternative product, 
whatever its expected utility. 

Certainly, it is possible that a comparison between product A 
and product B could go in favor of the latter or that the relation 
between B and its price could be positively assessed by the con-
sumer, as could the price of B in regard to the value of product 
A. The mental effort needed to weigh up these advantages and 
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disadvantages would however be much greater than that required 
to evaluate the option containing a zero element. It is precisely in 
order to avoid this effort that in the consumer’s mind the mental 
fluidity associated with the option containing the zero element 
is transformed into an indicator of value. This will be used as a 
heuristic in arriving at a preference so that the question “which is 
the better alternative” is converted, probably often unconsciously, 
into “which is the easier alternative?” These are the reasons for 
the impact of zero.

Part VI
Hitherto we have spoken of the consequences of zero at the mo-
ment of purchase. However we believe that zero has an equally 
important role in the following phases of the relationship with the 
client. Let us observe the results of the experiment represented 
in figure 3 on the previous page.

One group of people – the control group – was asked to indicate 
a preference between two current accounts, offered respectively 
at a price of €2 and €4 and including a high level of services. 
A majority of 65% favored the “premium” product priced at €4. 
Another group of similar composition and identical size (Group 
1) was then asked to choose between the same two products, 
with the proviso that the price for the first year would be zero, 
regardless of the product they chose. Lastly, a third group was 
offered (Group 2) the same alternative once again, with the sole 
difference that this time the price of both products for the first 
year was €6 instead of zero. 

The result was a clear shift in preferences in favor of the product 
at €2 in the first group and the one at €4 in the second group. 
Given that the two standard products and prices remained the 
same in all three experiments, we conclude that this shift was 
determined by the fact that the zero price and the €6 price for 
the first year gave the consumers differing points of reference 

and that this is what influenced their choice. In the first case, the 
zero price made the €2 price for the current account seem al-
ready rather high, thus reducing the attractiveness of the product 
at €4. In group 2, on the other hand, in comparison with a start-
ing price of €6, €4 no longer appeared particularly excessive 
and hence the increase in popularity of the premium product in 
comparison with the original (control group) situation, where no 
point of reference was available to consumers. 

As mentioned above, this variation in preferences according to 
reference points derives from the fact that the consumer does not 
perform a true evaluation of the options on offer, but rather seeks 
to refer these to relevant and – a fundamental aspect – more 
easily-available information, where relevant and easily-available 
are not necessarily synonymous. 

In this case, the effect of the prices on offer for the first year de-
rives specifically from the fact they were immediately available 
and easy to compare with the standard alternatives and thus par-
ticularly effective in influencing choices. It is therefore particularly 
interesting to note that the zero price for the first year actually 
reduced clients’ willingness to spend for the following years, re-
sulting in a product mix generating less business and probably 
less profit. It is possible to suppose, even if it was not measured 
in this experiment and the results of the first experiment do not 
yield any indications in this direction, that the absolute number of 
clients interested in one of the two offers may have increased in 
the scenario including a zero-price offer for the first year. How-
ever, it is also true that this growth in volumes corresponds to a 
considerable decline in the average price. 

The zero price therefore has two opposing consequences. On 
the one hand it increases the attractiveness of the offer because 
it improves the cost-benefit ratio, making this particularly apparent 
to the consumer. However this attracting function also applies to 
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the price dynamic, in the sense that the zero becomes an anchor 
which tends in the long run to lower consumers’ willingness to 
spend for that type of product.

Part VII
We have seen so far that the zero element is capable of attract-
ing the attention of consumers and of rendering choices where 
this is an element extremely easy to assess, and that this mental 
fluidity is transformed into preferences for the relevant option. 
However there are situations in which the zero element loses 
its capacity to simplify the process of choice and hence also its 
greater attractiveness in comparison to available alternatives. It 
seems in fact that the preference for zero in a dual choice be-
tween two products is greatly weakened when the consumer is 
faced not with two choices but with three, four or even more. As 
we have seen, the choice of a product is influenced both by its 
real and its comparative value. The consumer, in considering an 
option, does not assess it in a vacuum but always with regard to 
the available alternatives and the specific manner in which these 
are presented. This process of comparison displays the interest-
ing characteristic of exerting a domino effect on the distribution 
of preferences among many alternatives and on occasion can 
even nullify the special status of zero.

As we can see from figure 4 on the previous page, when for ex-
ample a group of 50 people were asked to choose between a cur-
rent account at zero cost with a limited level of services included 
and an account at €1 with some additional services included, 
66% of respondents chose the zero cost option and only 34% 
the one costing €1. In the case of a 
second group, which was offered the 
same two alternatives, however with a 
further option of an account at €2 with 
a slightly improved level of services, 
the number of preferences for the zero 
option declined to 12%, while those for 
the account at €1 increased to 56%. 

It is important to note that this shift 
in preferences towards the product 
costing €1 cannot be ascribed to any 
intrinsic improvement as both this of-
fer and the zero offer remained identi-
cal. The change in preferences is due rather to the introduction 
of a new account at €2 which has the effect of making the €1 
offer appear relatively cheaper, so that it becomes effectively a 
compromise between the zero option and the €2 option. This 54 
percentage point decrease in preferences (66%-12%) does not 
necessarily get transferred entirely into the €1 user pool, which 
rose from 34% to 56%. It is also possible that some consumers 
“jump” from the €0 offer to the €2 offer. 

The experiment performed with a third group, which added an 
additional current account with a higher level of services priced at 
€4, generates a very similar pattern of distribution of preferenc-
es, however. Once again, with the addition of a more expensive 
product with a higher level of services, a certain portion of the 
preferences shifts to the premium product, with the €2 current 
account reaching 54% of preferences and the €4 one moving 
to 22%, equal to the €1 account. Of even greater interest for 
us, the zero option now sinks to 2%, thus losing 64 percentage 

points in comparison to the dual choice option in which only two 
products were offered. 

The same dynamic was seen when two further products at €8 and 
€10 were added. The overall architecture of the offer – based on 
the consumer being offered various choices at increasing levels 
of cost and of services – in practice cancels out the impact of 
zero in the distribution of preferences. It is as if the passage from 
a dual choice to a multiple choice pushes the consumer towards 
a higher-added value proposition. 

Again, this phenomenon can be explained in terms of cognitive 
fluidity. The fact that the current accounts at €1 and at €2 to-
gether account for 76% of preferences derives from an aversion 
to extremes. Since, with the addition of further options, the opera-
tion of identifying the product offering the optimum cost-benefit 
ratio has become even more complicated, the consumer uses 
a different decision-making strategy: that of limiting the risk of a 
wrong decision. By avoiding the “extremes”, the consumer re-
duces the risk of taking a product with an excessive cost or with 
an inadequate level of benefit in relation to his needs. 

A final consideration in terms of revenues is that, as we have 
seen, the impact of the zero price on the volumes of the various 
products is strongly conditioned by the range of prices and prod-
ucts included in the same offer. Unlike the experiment shown in 
figure 4, however, this can take place without increasing the risk 
of reducing overall interest in the offer as a result of the elimina-
tion of free or extremely low-priced options. The modifications 

made in the experiment did not in 
fact comprise the elimination of such 
products but simply the addition of 
higher-priced products. The architec-
ture of the offer increases the average 
price in the product mix but without 
risking the loss of potential consum-
ers with particularly limited budget 
constraints.

Conclusions
The success of many of the business 
models based on zero-pricing strat-
egy has been based on an economic 

structure characterized by negligible variable costs harnessed to 
the need to rapidly induce a large number of people to try new 
products and services with a view to generating significant net-
working effects. Here we may cite as examples the rapid prolif-
eration of E-mail accounts in the 90s as well as the more recent 
phenomenon involving social network profiles. In other cases 
the mechanism has been used to attempt to exploit the bargain 
factor of the zero element in order to make existing offers more 
attractive. Free current accounts from banks and free information 
on the internet are examples of this latter strategy. 

These represent two divergent approaches to the question. To 
simplify, we can say that where the first seeks to exploit techno-
logical innovations in order to create new markets, the second 
aims to trigger a new dynamic within existing markets. Whether 
the ultimate aim is to generate revenues in the form of commis-
sions paid by third-party businesses operating through these 
platforms or to extract value from customers directly through 

The experiments show, 
indeed, that zero acts more 
as a divider of willingness 
to pay than as a multiplier 
of volumes. 
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actions of cross-selling and up-selling, the underlying rationale 
is that the zero price has exerted a disproportionate level of at-
tractiveness for the buyer. 

As we have seen this assumption is basically correct, but can-
not be reduced to the formula “zero = higher volumes = higher 
revenues = higher profits.” In the first place, we have seen that 
the impact of zero can be very strong in terms of the distribution 
of preferences, but is not necessarily so in terms of the creation 
of volumes. While it is possible that the application of a zero 
price to a product new to the market may encourage its wide-
spread adoption by to all intents and purposes eliminating bar-
riers to entry for consumers, it is more probable that in the case 
of already-existing markets this type of mechanism will trigger 
purely price-based competitive dynamics which will lead to lower 
profitability for the sector as a whole. 

The experiments show, indeed, that zero acts more as a divider of 
willingness to pay than as a multiplier of volumes. This is because 
it creates a new reference point for the price of a given product 
which is psychologically more robust than other price points and 
thus more difficult to circumvent in the medium to long term. In 
this sense, rather than generating an opportunity for cross- or 
up-selling, the zero price can create a risk of down-selling. 

Notwithstanding this, we have also seen that the risk of a down-
ward spiral can be substantially reduced through the adoption 
of intelligent ranges of offers and pricing structures which pres-
ent to the consumer alternative reference points and where the 
quality of other non-zero priced offers is highlighted. Naturally it 
is not always easy to create alternative mechanisms of this type. 
However, it is nevertheless true that the architecture of the choice 
and the associated pricing model are two sides of the same coin, 
difficult to improve on if taken separately.
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2. Technically we should speak of the difference between willingness to pay for a 
product, expressed in monetary terms, and the expected utility of this product in 
hedonic terms. For the sake of simplicity, in this context we have treated utility (or 
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former, even if the relation between these terms is not necessarily linear.

3. Assuming a pattern of utility curve resembling that of prospect theory in which the 
carriers of value are changes in wealth, rather than final states. This means that the 
value of an decision is generated by gains and losses in regard to a reference point, 
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5. A more succinct formulation of this is: (willingness to pay for the premium prod-
uct) – (willingness to pay for the basic product) ≥ €2

6. See experiment number 3, Cafeteria, p.748 in which consumers are offered op-
tions between 1 vs. 14 cents and 0 vs. 13 cents.
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therapeutic efficacy, JAMA, 299, 9, 1016-1017; Shiv, B., Carmon, Z., Ariely, D., 
(2005), Placebo effects of marketing actions: consumers may get what they pay for, 
American Marketing Association, 11, 2, 383-393.

8. It is difficult to say in general which of the two effects prevails. For products 
which are particularly familiar and / or where a good level of quality is assured the 
function of zero as an indicator of value is certainly less relevant. In such cases it is 
the function of zero as a canceller of the costs of a product and harbinger of a bar-
gain which prevails. This at least is the conclusion suggested by the experiments 
discussed in the article.

9. It is a mathematical and economic truism that for every cent spent for product A, 
we will have a cent less available for product B. However, it is not a psychological 
truism. When the margin between our expenditure for a particular product and our 
overall economic means is sufficiently broad, we do not worry about the degree to 
which the margin is reduced on a given occasion.

10. However, this is less simple than it may appear at first glance, if we assume a 
concave utility function of money.

11. We do not consider it possible to determine a priori which of the processes of 
comparison described will be followed by the consumer or in what order. In this 
sense the numbers assigned to the arrows correspond to simple captions. The at-
titude of the consumer and the context of the decision nevertheless represent two 
determining elements in this regard.


