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This investigation explores the effect of sales framing on the attractiveness of mixed promotions. The
authors propose that the “focused-discount” promotion format (e.g., 50% off the purchase of a second
item) is more attractive to consumers than the “all-discount” promotion format (e.g., 25% off the pur-
chase of two items) due to the effect that different frames have on the mental accounting processes of
consumers. In Experiments 1 and 2, participants confronted by focused-discount (vs. all-discount)
promotion assigned a relatively higher discount value to the final product and perceived greater sav-
ings. In Experiment 3, priming participants to focus on the first item reduced this framing effect of mixed
promotions. The results show that participants perceived greater savings in a focused-discount framing
(vs. all-discount) due to the differences in how discounts were assigned for each item. Finally, this paper
suggests that companies may frame promotions to increase their relative attractiveness to consumers.

© 2015 College of Management, National Cheng Kung University. Production and hosting by Elsevier
Taiwan LLC. All rights reserved.
1. Introduction

Marketing managers often use promotions to enhance the
purchasing intentions of consumers. These promotions may focus
on changing the price of target items (e.g., discounts, coupons),
offering extra product (e.g., freebies), increasing the volume of
target items (e.g., buy one get one free, bonus pack), or pursuing a
mixed promotion (e.g., buy two, get 25% off; Chen, Monroe, & Lou,
1998; Diamond, 1992; Sinha & Smith, 2000). Previous research has
shown that the frames used in sales promotions influence the value
perceptions of consumers and purchasing intention (Barnes, 1975;
Chen et al., 1998; Diamond, 1992; Diamond & Sanyal, 1990;
Hardesty & Bearden, 2003; Lowe, 2010; Palazon & Delgado-
Ballester, 2009; Sinha & Smith, 2000; Yi & Yoo, 2011). Several au-
thors have also addressed the difference between monetary (e.g.,
discounts) and nonmonetary (e.g., extra products) promotions and
compared the relative attractiveness of different types of pro-
motions (Diamond, 1992; Diamond & Sanyal, 1990; Hardesty &
Bearden, 2003; Sinha & Smith, 2000; Yi & Yoo, 2011). However,
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few studies have explored the effects of framing within the mixed
promotion approach or the relative attractiveness of these pro-
motions (e.g., Diamond & Sanyal, 1990; Sinha & Smith, 2000).

Mental accounting theory holds that individual consumers and
households track their financial activities in a manner similar to
enterprises (Thaler, 1985, 1999). Therefore, consumers and house-
holds assign financial events to specific accounts and categorize or
label them by expenditures and sources. However, different people
may categorize particular financial events differently (Shafir &
Thaler, 2006; Soman & Gourville, 2001). This paper proposes that
how a mixed promotion is framed influences the accounting pro-
cesses and discount assignments of target consumers. We consider
two framing types: an all-discount framing such as “buy N, get x%
off” and a focused-discount framing, which draws attention to the
last element, as in “buy a second item for y% off.”

The feature-matching model (Tversky, 1977) suggests that in-
dividuals map the features of a subject onto the features of the
referent/target as a starting point for comparison when comparing
two objects. Houston, Sherman, and Baker (1989) further suggest
that when making preference judgments between two items, in-
dividuals tend to use the last item as the subject because the
comparison process does not start until the second object appears.
Therefore, the features of the last object provide the starting point
of the comparison process and are weighted more heavily.

In mental accounting, the use of different semantic cues to
frame the sales promotion (e.g., “buy two, get 25% off” versus “buy a
and hosting by Elsevier Taiwan LLC. All rights reserved.
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second item for 50% off”) is known to affect how consumers assign
discounts to each item, even when the ultimate cost of these items
or value of the discounts is the same. Moreover, people tend to
assign greater importance on the last (or immediately preceding)
itemwhen considering mixed promotions because this item acts as
the subject of the comparison. Conversely, the original price rep-
resents a referent (Tversky, 1977) that consumers use as a com-
parison against the last item in a mixed promotion, which is most
salient. Therefore, a focused discount promotion may be presumed
to be more attractive than an all-discount promotion because the
last item in the former frame appears to offer a greater discount.
This paper conducts three experiments to confirm these pre-
dictions. This study offers several contributions to the existing
literature: (1) a new and more comprehensive perspective for
explaining the relative attractiveness of a mixed promotion across
different framings is suggested; (2) the differences in mental ac-
counting processes and discount assignments between the two
framings are explored; (3) the moderating influence of focus
priming on the relative attractiveness of different frames is
demonstrated; and (4) key implications for practice and avenues
for further research are introduced.

2. Theoretical background

2.1. Framing effect of promotions

Retailers often vary the amount and level of discounting and the
way in which promotions are framed in order to influence con-
sumer perceptions of transaction value and purchase intentions.
Previous research confirms that how alternatives are framed in-
fluences the relative preference judgments and choices of con-
sumers (Kahneman & Tversky, 1979; Sinha & Smith, 2000).

This framing effect is well demonstrated in research into mar-
keting promotions. For example, Barnes (1975) found that, when
faced with the three price promotion formats of “special - $75”;
“25% off - $75”; and “regular price $100, sale price $75”, consumers
responded most positively to the latter version. Furthermore, Chen
et al. (1998) demonstrated that a price promotion framed as a dollar
reduction is more attractive in the context of high-price products,
whereas one framed as a percentage reduction is more attractive
for low-price products. Some researchers have employed
assimilation-contrast theory (Gabor & Granger, 1964; Kalyanaram
& Winer, 1995; Monroe, 1971) and Weber's law (Harlam, Krishna,
Lehmann, & Mela, 1995) to explain the effect of price framing. Ac-
cording to the assimilation-contrast theory, there is a price range
that is internal to consumers, known as latitude of acceptance,
which defines the range of acceptable prices. A reduced price that is
within a consumer's latitude of acceptance is assimilated into the
acceptable range and becomes acceptable. A reduced price that is
outside the latitude of acceptable will be contrasted with the
acceptable range and becomes noticeable. This concept relates
closely to Weber's law (Monroe, 1971). Weber's law suggests that
the difference threshold (or “just noticeable difference”), which
describes the minimum difference in a stimulus that is detectible
by an individual. A larger change in price is more likely to be
detected or perceived by consumers. Thus, the focus-discount
frame (e.g., “get the second one 50% off”) is more noticeable than
the all-discount frame (e.g., “buy two, get 25% off.”) and more likely
to raise purchase intention (Harlam et al., 1995).

In contrast, other authors have turned to the silver lining prin-
ciple of mental accounting theory. Based in the prospect theory, the
silver lining principle proposes that utility functions are concave for
gains and convex for losses and that the curve for losses is steeper
than that for gains. When consumers confront a small gain (e.g.,
price discount) relative to a large loss (e.g., purchasing cost), they
prefer to separate them psychologically into two different accounts
rather than integrate them. Diamond and Campbell (1989) and
Diamond and Sanyal (1990) also proposed that nonmonetary pro-
motions (e.g., freebies, “buy one, get one free”) appear segregated
from the purchasing cost and framed as gains because the units for
the promotions differ from the price (i.e., money). In contrast,
monetary promotions (e.g., price discounts) should be integrated
into the purchasing cost and framed as reduced losses because the
units are the same, which facilitates their integration. Consumers
then have a preference for extra-product or volume promotions
over price discounts, assuming that the size of the promotion is
small relative to the purchase cost. Sinha and Smith (2000) and
Smith and Sinha (2000) show that consumers prefer stores that
offer extra-product promotions (e.g., buy one, get one free) to stores
offering mixed promotions (e.g., buy two, get 50% off), especially if
the products being offered may be hoarded. However, the silver
lining principle also requires that the amount of the gain should be
relatively small compared with the losses. In Sinha and Smith's
studies, the percentage of discount relative to the cost may be too
large (50%). Further adding to the confusion, it seems that, in
comparisonwith assimilation-contrast theory andWeber's law, the
silver lining principle suggests that a different discount level is
necessary to exert the framing effects.

We propose another explanation for the variation in attrac-
tiveness of mixed promotions across different frames: Promotion
frames may influence consumers' mental accounting processes and
assignments of discounts to each product item such that their
perceptions of their savings differ for each product item in the
various framing conditions.

2.2. Mental accounting

Mental accounting is a cognitive rule that consumers use to
organize, evaluate, and record financial activities. Consumers keep
track of their financial activities, with accounting rules influencing
their financial decisions explicitly and implicitly. Mental account-
ing assumes that people value a single event in multiple ways
because they have the flexibility to categorize. For example, Shafir
and Thaler (2006) proposed that individuals may evaluate a
transaction in multiple ways if the time of consumption is
different than the time of purchase. An example of this is when
theatergoers purchase tickets months in advance of a perfor-
mance. People tend to regard their early purchases as an invest-
ment rather than an expenditure, and then by the time they
consume the item, they have forgotten the price, so the product
seems free or a savings (e.g., spending $20 for a bottle of wine that
appreciates over time). If they lose a previously purchased product
(e.g., breaking the bottle of wine), the replacement costs appear
more salient.

Soman and Gourville (2001) demonstrated that consumers may
flexibly assign the cost across each item when the connection be-
tween costs and benefits is ambiguous, as with price bundling (e.g.,
$1000 for a travel package that includes transportation, hotel, and
food). Similarly, Prelec and Loewenstein (1998) found that paying
with a credit card (versus cash) diminishes the salience of the
payments and reduces the connection between costs and benefits.

Together, these studies show that the characteristics of a
transaction affect how consumers assign the cost of that trans-
action. If the discount assigned to each product item varies across
the frames used, does the specific classification influence con-
sumers' perceptions of savings? The frames of a mixed promotion
(all-discount versus focused-discount) may cause consumers to
assign discounts to items in varying ways, and the relative attrac-
tiveness of the different frames may depend on the focus that
consumers put on the last item.
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2.3. Feature matching model

In comparing two objects, the subject (i.e., starting point in the
comparison process) is mapped onto the referent (i.e., target of the
comparison process). Thus, the characteristics of the subject are the
checklist used to evaluate the referent. The referent is usually the
more prominent of the two items. For example, most people will
consider the similarity of their friend (subject) to Marilyn Monroe
(referent) rather than the other way around because Marilyn
Monroe is the more famous and prominent of the two (Tversky,
1977). Therefore, Houston et al. (1989) suggested that in making
preference judgments, consumers use the second item as the
subject of their comparison because the comparison process cannot
start until this second item appears.

Based on the feature-matching model and the findings of
Houston et al. (1989), we predict that people focus more on the last
itemwhen considering mixed promotions because that item serves
as the subject of the comparison. Moreover, we predict that con-
sumers use a regular, prominent price as the referent. Therefore,
consumers exposed to a focused-discount framing should perceive
more savings than consumers exposed to an all-discount framing
because the last item in a focused discount frame accounts for more
of the discount than the last item in the all-discount framing.

Imagine that Mr. M and Mr. Z both enjoy two cups of coffee
(US$2/each) every morning. This morning, Mr. Z notices his coffee
shop has a “buy two, get 25% off” promotion (i.e., all-discount
framing) and takes two cups to the office. Mr. M notices that his
coffee shop has a “50% off a second cup” promotion (i.e., focused-
discount framing) and also buys two cups. Although both Mr. M
and Mr. Z pay US$3 for their two cups of coffee, they may not
perceive the same savings. They both focus on the second cup of
coffee and compare its price with the original price (US$2).
Therefore, Mr. Z likely perceives that he has saved 25%, whereas Mr.
M perceives that he has saved 50%. As a result, the focused-discount
framing should be more attractive than the all-discount framing:

H 1. Consumers exposed to focused-discount framing perceive
more savings than consumers exposed to all-discount framing.

Different framing-related discount assignments for each prod-
uct item should also result in consumers perceiving pain differently
in the event of a loss. In the coffee purchase example, Mr. M in the
focused-discount framing condition perceives a 50% savings on the
second item but no discount for the first item whereas Mr. Z in the
all-discount framing condition perceives a 25% discount on both
items. Accordingly, if they each drop one of their cups on the way to
the office, Mr. Z should feel more pain than Mr. M. Therefore, we
propose:

H 2. When faced with the loss of the final item, consumers in the
all-discount framing condition feel more pain than those in the
focused-discount framing.

H 3. Participants in the all-discount framing condition divide the
discount equally across each item, whereas participants in the
focused-discount framing condition assign the total discount to the
final item.
3. Experiment 1: promotional frames and discount
allocations

3.1. Experiment 1A

To test Hypotheses 1e3, we examined whether consumers
exposed to a focused-discount framing perceive more savings than
their all-discount framing peers, as well as whether different
perceptions emerge because consumers focus on the last item and
assign the discounts differently across the two framing conditions.

3.1.1. Participants and procedures
Ninety-eight Taiwanese college students participated in the

experiment as a regular assignment and without the incentive of
additional rewards or credit. As the purpose of the experiment was
to explore the perception processes of consumers, there was no
“right” or “wrong” answer. The participants were asked to answer a
two-page questionnaire that included a judgment task, described
as follows:

Decision scenario: Every morning, Mr. M and Mr. Z both spend
NT$120 to purchase two cups of coffee (unit price NT$60), after
which they take their cups to the office. This morning, when Mr. M
was buying the coffee in the store, he noticed that the coffee shop
was holding a promotion: “buy one cup of coffee, get a second for
half price.”He accepted the promotion and paid for two cups. At the
same time, Mr. Z noticed that his coffee shop was holding a pro-
motion: “25% off the purchase of two cups of coffee.” He also
accepted the promotion and paid for two cups.

After reading the description, participants answered the
following question: “Although Mr. M and Mr. Z both paid NT$90 for
two cups of coffee, who do you think perceived the greater sav-
ings?” Participants chose among three options (Mr. M, the same, or
Mr. Z).

Next, theywere asked to imagine that “afterMr. M andMr. Z had
finished their first cups of coffee, they both spilled their second cup
carelessly.” The participants were then asked: “Who do you think
felt greater pain over his loss?” Participants again chose among the
same three-option sets (Mr. M, the same, or Mr. Z). Finally, the
participants were asked to imagine which one of five statements
best captured Mr. M's and Mr. Z's feeling about his loss: (a) a cup of
coffee costs NT$60, so I lost NT$60; (b) I spent NT$90 for two cups
of coffee, so I lost NT$45; (c) I have finished a cup of coffee that costs
NT$60, so I lost NT$30; (d) I paid for the coffee this morning, so my
loss costs me nothing; or (e) other (participants checking this item
were asked to describe their feeling). After they finished the
questionnaire, the participants were thanked and debriefed.

3.1.2. Results
For the first question, most participants (56.1%) believed thatMr.

M and Mr. Z would perceive the same savings. Among those who
believed savings would be perceived differently (43/98), 30 par-
ticipants believed that Mr. M would perceive a greater savings than
Mr. Z and only 13 participants believed Mr. Z would perceive a
greater savings. After factoring out the group that believed that Mr.
M and Mr. Z would perceive the same savings, the difference was
statistically significant (c2(1; N ¼ 43) ¼ 6.72, p < .05) in support of
Hypothesis 1. This result is not an artifact of the inability of par-
ticipants to calculate the costs correctly, as they were aware that
Mr. M and Mr. Z had paid the same amount.

For the second question, 45.9% of the participants (45/98)
indicated that Mr. M and Mr. Z would perceive the same degree of
pain in spilling their second cup of coffee; 10.2% believed thatMr. M
would feel more pain; and 43.9% of the participants believed that
Mr. Z would feel more pain (c2(2; N¼ 98)¼ 23.65, p < .05). In other
words, among those participants who believed Mr. M and Mr. Z
would feel differing amounts of pain over their loss, a significantly
larger number believed that Mr. Z would feel more pain than Mr. M
(c2(1; N ¼ 53) ¼ 20.55, p < .05). This result supports Hypothesis 2.

For the third question, while 41.8% of participants believed that
Mr. M lost NT$30, only 13.3% of participants believed that Mr. Z had
lost NT$30. In contrast, 63.3% of participants believed that Mr. Z lost
NT$45, with only 32.7% of participants believing the same of Mr. M
(Table 1). These results match our expectations that the all-



Table 1
Participant perceptions of Mr. M's and Mr. Z's losses, Experiment 1A.

Mr. M (%) Mr. Z (%)

(a) A cup of coffee costs NT$60, so I lost NT$60. 17.4 18.4
(b) I spent NT$90 for two cups of coffee, so I lost NT$45. 32.7 63.3
(c) I have finished a cup of coffee that costs NT$60, so I lost NT$30. 41.8 13.3
(d) I paid for the coffee this morning, so my loss costs me nothing. 2.0 1.0
(e) Other. 6.1 4.0

Notes: The number in each cell represents the relative share for that opinion.

H.-H. Liu, Y.-Y. Chiu / Asia Pacific Management Review 20 (2015) 201e209204
discount framing scenario encourages consumers to divide the
discount equally across two items and that the focused-discount
framing scenario encourages consumers to assign the entire dis-
counted value to the second item.

This analysis applied CATMOD modeling to the repeated-
measures categorical data (Stokes, Davis, & Koch, 1995), with par-
ticipants' thoughts about Mr. M's and Mr. Z's losses as the depen-
dent variables and the promotion frames as the independent
variables. The difference was significant: c2(4; N ¼ 98) ¼ 30.93,
p < .01. Ignoring those participants who chose options (a), (d), or (e)
for either Mr. M or Mr. Z and focusing only on those who chose
options (b) and (c), we again obtained significant results, with c2(1;
N ¼ 64) ¼ 24.64, and p < .01, in support of Hypothesis 3.
3.1.3. Discussion
The findings of Experiment 1A support the proposition that

consumers prefer mixed promotions with a focused-discount
framing rather than an all-discount framing. This difference
mainly reflects the tendency of individuals to assign discounts
differently to each product item and focus on the last item of the
mixed promotions. Those exposed to the focused-discount framing
thus perceive more savings, because the last item in their frame
accounts for more of the discount. Furthermore, participants
believed that a consumer who loses this last item perceives less
pain than a consumer in the all-discount framing scenario.

According to Shafir and Thaler (2006), an actual loss event
causes the replacement cost to become more salient. However, the
replacement cost effect was not very salient in Experiment 1A (i.e.,
only 18% participants chose option (a)). Perhaps these participants
assigned the discount to the first and second items, whereas par-
ticipants did not need to assign discounts separately in Shafir and
Thaler's study. This distinction may explain why the effect of
replacement cost is so weak in the present study.
3.2. Experiment 1B

Although the results in Experiments 1A are consistent with our
propositions, the design used for Experiment 1A may have been
overly artificial as few people buy two cups of coffee at once. To
overcome this potentially confounding influence, we adopted
laundry detergent as the target product for Experiment 1B. Most
consumers use laundry detergent over longer periods of time and
are able to store bulk amounts. In addition, the participants in
Experiment 1B were not asked to indicate which options better
capture Mr. M's and Mr. Z's losses but rather were asked to write
down their perceptions of the loss.
3.2.1. Participants and procedures
Ninety-six Taiwanese college students participated in the

experiment as a regular assignment and without the incentive of
additional rewards or credit. Participants responded to a two-page
questionnaire that included three judgment tasks. The design was
similar to Experiment 1A, as follows:
Decision scenario: M and Z are college students. Both regularly
wash their clothes using X brand laundry detergent. Each time they
use up all their laundry detergent, they go to the supermarket and
spend NT$120 for a box of X brand laundry detergent (2 kg). This
morning, M and Z both noticed they were out of laundry detergent,
so they went to nearby supermarkets. As M was shopping, he
noticed that the supermarket was running a promotion: “Get a
second box of X brand laundry detergent for half price.” Because he
had room to store the laundry detergent and had used X brand to
wash his clothes, M accepted the promotion and paid NT$180 for
two boxes. At the same time, Z noticed that his supermarket was
also running a promotion: “Buy two boxes of X brand laundry
detergent, get 25% off.” He also had room to store the extra deter-
gent, accepted the promotion, and paid NT$180 for two boxes.”

After reading the scenario, participants first completed a judg-
ment task in which they were asked which buyer they thought
would perceive more savings (M, the same, or Z). Next, they were
asked to imagine that “After M and Z used up their first box of
laundry detergent, they opened the second box. However, they
both noticed that their laundry detergent had hardened and
couldn't be used any more.” Participants then answered the
following question: “Which one do you think would feel more
pain?” Participants again chose among the same three-option sets.
Finally, the participants were asked to answer the question: “When
M (Z) noticed his laundry detergent was useless, howmuch money
do you think M (Z) lost?”
3.2.2. Results
Even with a different target product, the results were similar to

those from Experiment 1A. In the first task, most participants
(70.8%) believed that M and Z would perceive the same savings, but
among those who did not (28/96), 23 participants believed that Mr.
M would perceive more savings than Z and only 5 participants
believed that Z would perceive more savings. After factoring out
those who believed the two would perceive the same savings, the
difference was statistically significant, c2(1; N¼ 28)¼ 11.57, p < .01,
in support of Hypothesis 1.

In the subsequent task, 60.4% of participants (58/96) indicated
that M and Z would feel the same degree of pain over the loss of the
second box of laundry detergent; 8.3% thought that M would feel
more pain, and 31.3% thought that Z would suffer more, c2(2;
N ¼ 96) ¼ 39.25, p < .01. Thus, most of the participants who felt the
two would feel differing amounts of pain believed that it would be
Z who would feel the most pain, c2(1; N ¼ 38) ¼ 12.74, p < .01.
These results supported Hypothesis 2 as well.

Finally, the average perceived loss was NT$66.40 for M and
NT$76.19 for Z. A new variable, “DiffCost,” which is equal to the
within-subject difference in the perceived loss for M and Z, differed
significantly from 0 (t(N ¼ 96) ¼ 5.07), p < .05. Thus, participants
perceived the loss for Z to be greater than the loss for M, in support
of Hypothesis 2.

To explore the discount assignments of participants across the
two frames, we classified the perceived loss for M and Z into five
groups based on the differences between the perceived loss and
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two reference prices, NT$60 and NT$90. The outcomeswere labeled
“< 60” if the stated perceived loss was less than NT$60; “ ¼ 60” if it
equaled NT$60; “60e90” if it was greater than NT$60 but less than
NT$90; “ ¼ 90” if the stated perceived loss equaled NT$90; and “>
90” if it was greater than NT$90.

As shown in Table 2, 59.4% of the participants believed that M
had lost NT$60, while only 27.1% believed the same of Z. In contrast,
50% of the participants believed that Z had lost NT$90, while only
22.9% believed the same of M. These results again match our ex-
pectations: Participants in the all-discount framing scenario divide
the discount equally across the two items, whereas those in the
focused-discount framing scenario assign the entire discount to the
second item.

We again applied CATMOD modeling to the repeated-measures
categorical data, with participants' thoughts about M's and Z's
losses as the dependent variables and the promotion frames as the
independent variables. We ignored those participants who chose
the more extreme options for either M or Z because the perceived
losses equal to NT$60 and NT$90 provide the primary means to
examine Hypothesis 3. We again found significant results, with
c2(1; N ¼ 82) ¼ 39.33, and p < .01.
3.2.3. Discussion
The results of this study were consistent across the two target

products used. Although the perceived losses for M and Z in
Experiment 1B were based on the subjective statements of partic-
ipants rather than on a choice from among five options as in
Experiment 1A, the results still support Hypothesis 3.

In Experiment 1, statistical analyses were conducted after
excluding the data that indicated no difference betweenM and Z, as
the within-subject design format poses the risk of reducing the
framing effect (Levin, Johnson, & Davis, 1987; Levin, Gaeth,
Schreiber, & Lauriola, 2002). A framing effect that exists in a
between-subject design vanishes in a within-subject design (Levin
et al., 1987). Similarly, the goal-framing effect decreases more
significantly in the within-subject design than in the between-
subject design (Levin et al., 2002). To control for individual vari-
ance and to address consumer preference, a within-subject design
may be a better choice, even if participantsmay desire to respond in
a consistent manner (Wiseman & Levin, 1996). Authors who have
adopted within-subject designs typically summarize the results
after excluding data that indicate no difference between frames or
formats (e.g., LeBoeuf & Shafir, 2003). Experiment 2 adopts a
between-subject design that obviates the need to either support or
exclude alternative explanations.
4. Experiment 2: framing of sales promotions and discount
allocations (between-subjects)

Although the results of Experiment 1 support the hypotheses,
we conducted Experiment 2 with a between-subjects design to
exclude the alternative explanations for these results. Additionally,
we used a different judgment scenario (concert ticket) and a
different discount level (e.g., buy three, get one free) to enhance the
generalizability of our findings. The price of the target (concert
ticket) in this scenariowasmuch higher than those in Experiment 1
Table 2
Participants' feelings about M's and Z's losses, Experiment 1B.

<60 ¼60 60e90 ¼90 >90

M (%) 11.5 59.4 0 22.9 6.2
Z (%) 10.4 27.1 2.1 50 10.4

Notes: The number in each cell represents the relative share of that thought.
(coffee, laundry detergent). Support for our hypotheses in the
context of high priced targets would further bolster confidence that
these hypotheses apply not only to consumer but also to higher-
priced retail goods.

4.1. Experimental design

Experiment 2 uses a between-subjects design: The all-discount
frame indicates “buy four, get 25% off,” and the focused-discount
frame notes, “buy three, get one free.” The scenario, modified
from Shafir and Thaler (2006), is as follows:

Decision scenario (All-discount/focused-discount): Mr. Chang
spends NT$2000 monthly on buying concert tickets. Today, when
hewent to buy his concert ticket for the following week, he noticed
that the concert hall was conducting a “buy four tickets, get 25% off
[buy three tickets, get one free]” promotion. The four tickets could
be used separately over six months. Although the regular price for
four tickets would be NT$8000, Mr. Chang only spends NT$6000 to
buy them. He plans to use one ticket each month.”

4.2. Participants and procedure

One hundred and fifty-two Taiwanese college students partici-
pated in the experiment as a regular assignment and without the
incentive of additional rewards or extra credit. Participants were
randomly assigned to either the focused discount (N ¼ 78) or all-
discount (N ¼ 74) group. After reading the scenario, all partici-
pants answered three questions. The first question “Which of the
following descriptions do you think best captures Mr. Chang's
feeling when he spent NT$6000 for the four tickets?” had the
following four potential answers: (a) The NT$6000 spent to buy
four tickets is no different from spending the same amount on other
retail items; (b) I made a NT$6000 investment in four tickets, which
I will gradually consume in the future; (c) I spent NT$6000 to buy
four tickets that normally cost NT$8000, so I just saved NT$2000;
and (d) other (please explain). The second question “After months
when Mr. Chang is ready to use his final ticket, which of the
following descriptions do you think best capture his feeling about
the cost of this final ticket?” had the following four potential an-
swers: (a) This ticket cost NT$2000, the same as the current price of
a single ticket; (b) This ticket cost NT$1500 because I spent a total of
NT$6000 for the four tickets; (c) This ticket is free, because the
NT$6000 I paid covered the three previous tickets; and (d) other
(please explain). The third question “Imagine that when Mr. Chang
is getting ready for the fourth concert, he found that he had lost his
ticket and had no way of purchasing another as a replacement.
Which of the following descriptions do you think best captures Mr.
Chang's feeling about losing the final ticket?” prompted the par-
ticipants to choose one of the four options posited for the second
question.

4.3. Results

As shown in Table 3, most participants (about 90%) believed that
Mr. Chang either saved NT$2000 or made an investment when he
paid NT$6000 for the four concert tickets regardless of framing
condition (c2(3; N ¼ 152) ¼ .86, p > .1). This finding is similar to
Shafir and Thaler (2006).

When considering the use of the final ticket, 46.2% of partici-
pants in the focused-discount framing group believed that the last
ticket was free, while only 31.1% of those in the all-discount framing
group believed the same. In contrast, 52.7% of the participants in
the all-discount framing group believed that the cost of the last
ticket was NT$1500 (i.e., 25% off), while only 41.0% of those in the
focused-discount framing group believed the same. If we ignore the



Table 3
Results for three tasks in Experiment 2.

Buy 3, get 1 free Buy 4, get 25% off

Task 1: At the time you make the purchase:
(a) The NT$6000 spent to buy four tickets is no different from spending the same amount on other retail items. 9.0 10.8
(b) I made an NT$6000 investment in four tickets, which I will gradually consume in the future. 32.1 27.0
(c) I spent NT$6000 to buy four tickets that normally cost NT$8000, so I just saved NT$2000. 57.7 59.5
(d) Other. 1.2 2.7
Task 2: The perceived cost of the final ticket:
(a) This ticket cost NT$2000, the same as the current price of a single ticket. 11.5 13.5
(b) This ticket cost NT$1500 because I spent a total of NT$6000 for the four tickets. 41.0 52.7
(c) This ticket is free, because the NT$6000 I paid covered the three previous tickets. 46.2 31.1
(d) Other. 1.3 2.7
Task 3: The perceived cost of losing the final ticket:
(a) This ticket cost NT$2000, the same as the current price of a single ticket. 20.5 21.7
(b) This ticket cost NT$1500 because I spent a total of NT$6000 for the four tickets. 29.5 48.6
(c) This ticket is free, because the NT$6000 I paid covered the three previous tickets. 46.2 29.7
(d) Other. 3.8 0

Notes. The number in each cell represents the relative percentage (%) for that thought.
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data from those who chose options (a) or (d), the result is still
marginally significant, c2(1; N ¼ 130) ¼ 3.28, p ¼ .07.

With regard to the lost ticket scenario, 48.6% of the participants
in the all-discount framing group considered the lost ticket equal to
a loss of NT$1500, while only 29.5% of those in the focused-discount
framing group believed the same. In contrast, 46.2% of the focused-
discount framing group believed that Mr. Chang had lost NT$0,
while only 29.7% of those in the all-discount framing group
believed the same. If we ignore the data from those who chose
options (a) and (d), the difference is statistically significant, c2(1;
N ¼ 117) ¼ 6.24, and p ¼ .01.

Thus, the present study found overall support for Hypothesis 3:
Participants in the focused-discount framing group are more likely
to assign the entire discount to the final ticket and regard it as free,
while participants in the all-discount group tend to assign the
discount equally to each ticket.

4.4. Discussion

Hypothesis 3 continues to be supported even though Experi-
ment 2 involves a different experimental design (between-sub-
jects), a different judgment scenario (concert ticket), and a different
discount level (e.g., buy three, get one free). We thus consider our
proposition generalizable across conditions.

At the moment that the four tickets were purchased, the par-
ticipants differed little in their perceptions of the purchase. As in
Shafir and Thaler's (2006) study, most participants regarded the
payment as an investment or form of savings. However, in
considering the final ticket under the different framing conditions,
the participants held varying cost perceptions for that ticket when
it was both used and lost.

As previously noted, the loss of the final ticket did not make the
replacement cost effect very salient (i.e., 21e22% of participants
chose option (a)). This may imply that the assigned discount
weakens the effect of the replacement cost, although the loss of the
final ticket increases the effect of the replacement cost slightly in
comparison with its use (from 12e14% to 21e22%), which is
consistent with the result posited by Shafir and Thaler (2006).

5. Experiment 3: the moderator of framing effects

Combining mental accounting and feature matching (Tversky,
1977) may support an inference that consumers will prefer
focused-discount framing to all-discount framing. However, might
the framing effects decrease or even reverse if consumers are
primed to focus on the first rather than the final item? In other
words, while we have established that consumers assign a greater
discount to the last item in the focused-discount framing, the
framing effect of mixed promotions may decline or even reverse if
consumers place greater focus on the first item.

H 4. The framing effect of a mixed promotion is moderated by the
focus priming of consumers, with a focus on the first item resulting
in a declining or even reverse effect rather than a focus on the
second item.
5.1. Experimental design and procedures

Experiment 3 was conducted similarly to Experiment 1A, except
that participants were prompted to focus on either the first or
second (final) product item. Thus, 195 Taiwanese college students
participated in the experiment as a regular assignment andwithout
the incentive of additional rewards or extra credit. These partici-
pants were randomly assigned to one of two priming conditions
(first versus second item) and responded to a two-page question-
naire with three judgment tasks. The first task was the same as the
first task in Experiment 1A. For the second task, participants were
primed to focus on the first or second item by imagining either that
“As Mr. M andMr. Z are enjoying their first cups of coffee, they each
spill it carelessly” (N ¼ 99) or that “After Mr. M and Mr. Z have
enjoyed the first cup of coffee, they start to drink the second cup of
coffee and spill it carelessly” (N ¼ 96). The remaining tasks were
similar to the final two items in Experiment 1A.

5.2. Results

The results for the first task were similar those from Experiment
1A: Most (61.5%) participants believed that Mr. M and Mr. Z would
perceive the same savings; 28.7% believed that Mr. M would
perceive a greater savings; and only 9.7% believed that Mr. Z would
perceive a greater savings, c2(2; N ¼ 195) ¼ 7.13, p ¼ .03. In
analyzing the data of only those participants who believed Mr. M
and Mr. Z would perceive a difference in savings, we identified a
statistically significant result, c2(1; N ¼ 75) ¼ 18.25, p < .01.

When participants focus on the spilled second cup, 57.3%
believed that Mr. M andMr. Z would suffer the same perceived loss,
29.2% believed that Mr. Z would suffer more, and only 13.5%
believed that Mr. M would suffer more. This result is similar to that
of Experiment 1A. However, when we primed participants to focus
on the first spilled cup, the results reversed in that 51.5% believed
that Mr. M and Mr. Z would suffer the same perceived loss, 29.3%
believed thatMr.Mwould suffermore, and only 19.2% believed that
Mr. Z would suffer more, c2(2; N ¼ 195) ¼ 7.93, p ¼ .02. After
factoring out those participants who perceived the same pain
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across both priming conditions, the result was even more pro-
nounced in favor of our hypothesis, c2(1; N ¼ 89) ¼ 7.31, p < .01.

Furthermore, when participants considered Mr. M's and Mr. Z's
losses separately (see Table 4), they differed significantly between
the two priming conditions. When focusing on the second cup,
45.8% believed that Mr. M lost NT$30, while only 14.6% believed
that Mr. Z lost NT$30. In contrast, 54.2% believed that Mr. Z lost
NT$45, while only 28.1% believed that Mr. M lost NT$45. These
findings are similar to those from Experiment 1A and support
Hypothesis 3. For the participants that focused on the first cup,
70.7% believed that Mr. Z lost NT$45, 41.4% believed that Mr. M lost
NT$45, 24.2% believed that Mr. M's loss equaled NT$60, and only
8.1% believed that Mr. Z's loss equaled NT$60.

Thus a focus on the first rather than the second cup caused most
participants to imagine a higher perceived cost for Mr. M. For
example, 24.2% and 41.4% of the participants who focused on the
first cup thought Mr. M had lost NT$60 and NT$45, respectively,
whereas only 10.4% and 28.1% of this group assigned these amounts
when they focused on the second cup. In contrast, 24.2% of the first-
cup-focused participants believed that Mr. M lost NT$30, while
45.8% of the second-cup-focused participants believed the same.
This finding supports the proposition that the focused-discount
framing scenario encourages consumers to assign the entire dis-
count to the last item.

The highest costs perceived with regard to Mr. Z do not differ
significantly between the two priming conditions. Although the
ratio of those choosing NT$45 increases from 54.2% for the second-
cup-focused group to 70.7% for the first-cup-focused group, the
ratio of those choosing NT$60 and NT$30 both decrease when the
focus is placed on the first cup.

Regardless of which cup spills, most participants (70.7% first cup
and 54.2% second cup) indicate that Mr. Z has lost NT$45. These
results suggest that participants distributed the discount equally
across the first and second cups when using an all-discount
framing, in support of Hypothesis 3.

Finally, ignoring those participants who chose options (d) or (e)
for either Mr. M or Mr. Z and again applying CATMOD, with Mr. M's
and Mr. Z's presumed losses as the dependent variables and pro-
motion framing, participant focus (first versus second cup), and
their interaction as independent variables, we discover that pro-
motion framing (c2(2; N ¼ 167) ¼ 40.33, p < .01), participant focus
(c2(2; N ¼ 167) ¼ 10.95, p < .01), and their interaction (c2(2;
N¼ 167)¼ 4.58, p < .01) are all significant. In support of Hypothesis
4, the framing effect of promotions thus reverses when participants
focus on the first item.
5.3. Discussion

Experiment 3 reveals the moderating effect of focus priming on
the framing effect of promotions. The results confirm our propo-
sition, as the framing effect influences consumers' assignment of
Table 4
Participants' thoughts about loss in Experiment 3.

(a) A cup of coffee costs NT$60, so I lost NT$60.
(b) I spent NT$90 for two cups of coffee, so I lost NT$45.
(c) I have finished a cup of coffee that costs NT$60, so I lost NT$30 (second item focus)
[I still have a cup of coffee that costs NT$60, so I lost NT$30 (first item focus).]
(d) I paid for the coffee this morning, so my loss costs me nothing.
(e) Other.

Notes. The number in each cell represents the relative percentage of that thought. The wo
the focus priming scenarios.
discounts across items, with a greater focus on the final item,
consumers perceive greater savings in the focused-discount
framing scenario than in the all-discount framing scenario. How-
ever, priming participants to focus on the first item reduced the
framing effect.

While it may seem contradictory that participants perceived Mr.
M's loss as NT$45 rather than NT$60 for a first cup of spilled coffee,
this result dovetails with the observations of Shafir and Thaler
(2006) that consumers regard an advance purchase as an invest-
ment that they amortize over time. Therefore, many participants
did not consider Mr. M's loss as NT$60 but rather as NT$45 because
they had already assigned a portion of the discount to the first item.

6. Conclusions and general discussion

Our three experiments support our overall proposition that
consumers perceive more savings when presented as a focused-
discount framing than as an all-discount framing. The framing ef-
fects of the mixed promotion result mainly from differential as-
signments of the discounts to each item in the different promotion
frames. Furthermore, we confirmed the framing effect for a variety
of product types, including those that consumers buy in advance
and store (Experiments 1B and 2) and those that are bought and
consumed nearly simultaneously (Experiments 1A and 3).
Furthermore, the effect was confirmed across different designs
(between-versus within-subjects) and promotion levels (buy 2, get
25% off versus buy 4, get 25% off). Finally, we demonstrated that
priming the focus of participants moderates the framing effect of
mixed promotions, with findings robust across decision scenarios.

6.1. Comparison with previous studies of promotional framing

Sinha and Smith (2000) and Smith and Sinha (2000) suggested
that consumers prefer the “buy one, get one free” format over the
“buy two, get 50% off” format because the latter implies that con-
sumersmust buy two items to get the discount, whereas the former
promises that they receive the discount by buying only one item.
However, their proposition does not explain the different prefer-
ences in Experiments 1 and 3 because our participants were
required to buy two items in both framing conditions. Moreover,
their proposition does not explicate the moderating effect of con-
sumer focus on the framing effect of the mixed promotion
(Experiment 3). In contrast, the results of the present study helps
explain the results of Sinha and Smith because consumers con-
frontedwith a “buy two, get 50% off” deal tend naturally to focus on
the last item and perceive a half-off discount on the second item
purchased. In contrast, the second item in the “buy one, get one
free” deal is perceived as free (100% discount), which is much more
attractive.

Some researchers have employed the assimilation-contrast
theory and Weber's law (Harlam et al., 1995) to explain why
Mr. M Mr. Z

First cup (N ¼ 99) Second cup (N ¼ 96) First cup (N ¼ 99) Second cup (N ¼ 96)

24.2 10.4 8.1 15.6
41.4 28.1 70.7 54.2

. 24.2 45.8 12.1 14.6

5.1 4.2 4.0 6.3
5.1 11.5 5.1 9.3

rding of option (c) differed slightly across the two priming conditions, depending on
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consumers prefer to “get the second one 50% off” instead of “buy
two, get 25% off.” They infer a range of acceptable prices that
consumers use to judge a price, such that a larger price change is
more likely to be outside the acceptable range and should be more
noticeable. However, their proposition does not account for the
finding that priming participants to focus on the first item reduces
the framing effect.

Diamond and Sanyal (1990) adopted Thaler's (1985) silver lining
principle to explain why an extra product (e.g., buy one, get one
free) is preferable to a mixed (buy two, get 50% off) promotion,
positing that the former appears as a gain and the latter is treated as
a reduced loss. However, as before, the silver lining principle does
not explain the results obtained by Experiment 3.

Distinguishing this study from previous research is important in
terms of the potential impact of the present study on future hy-
potheses. For example, the silver lining principle would likely
anticipate that the framing effects in relevant hypotheses to decline
or even reverse in linewith promotional levels due to its reliance on
comparing gains and losses. In contrast, the assimilation-contrast
theory and Weber's law suggests that promotional levels should
be large enough to reach a threshold at which point the framing
effects should increase with promotional levels. However, the au-
thors note that the framing effect has been shown to exist across
many discount levels: 20.6% (Diamond & Sanyal, 1990), 25% (this
study), and 50% (Smith & Sinha, 2000).

Thus, our proposition appears more comprehensive and
reasonable with regard to how promotion frames influence the
mental accounting processes of consumers, especially when con-
sumers assign discounts to each item. This perspective indicates
why perceived savings differ across two different framing condi-
tions while explaining effectively the findings of prior research. In
addition, understanding the assignment of discounts will assist
companies to set the format mixed promotions for maximum
impact, as discussed below.
6.2. Comparison with previous studies of the recency effect

The results in this study may reflect recency, which is an order
effect. According to Haugtvedt and Wegener (1994), a primacy ef-
fect exists if people who encounter two opposing messages form
judgments more consistent with the first message, while a recency
effect exists if judgments are more consistent with the opposing
message. However, studies into order effects tend to include many
pieces of information in order to explore the persuasive effect of
target information (e.g., Buda & Zhang, 2000; Haugtvedt &
Wegener, 1994). The order effect seems less likely to exist in the
context of a small number of information frames such as the two
presented in this study. Moreover, while individuals typically
receive information in a certain order, participants in this study
were informed that the consumers paid for two items at the same
time (Experiments 1 and 3). Thus we cannot assume a recency ef-
fect in this study. And if an order effect exists, why is it more likely
to be a recency than a primacy effect? Therefore, we find no reason
to believe that the results of the present study are affected by a
recency effect.
6.3. Managerial implications

This study demonstrates the robustness of framing effects. Re-
sults are applicable to marketing practice, especially within the
context of retailers or marketing managers applying a mixed
approach to enhance the attractiveness of a promotional deal.
Moreover, this type of promotion format does not increase costs.
Therefore, the findings of this study suggest that marketing
managers should use focused-discount framing rather than all-
discount framing to maximize the savings perceptions of
consumers.

However, the mixed promotion effect may decline if a company
consistently adopts the same promotion format due to consumers
no longer taking note of new promotions or reducing their refer-
ence price for the target product. Therefore, in general, companies
should vary their promotional formats. However, when adopting an
all-discount promotion after using a focused discount promotion, a
company should prime customers to focus on the first item. An
example advertisement might read: “Enjoy two cakes for 25% off…
taste the delicious flavor from the very first bite.” This focus may
effectively increase the promotion-related savings perceived by
consumers.
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