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Abstract

Consumers are affected from similar factors while deciding to purchase a product or a service. Although there is a
general acceptance that psychology plays the most important role at the center of these factors; the studies on this
subject have revealed that cognitive biases and irrational elements are also very important. These studies have also
indicated that one of the factors among the irrational elements that affect the consumer behavior is zero price
sensitiveness.

This study aims to test whether zero price has an effect on decision making process towards tourism. In regard to
this goal, two different hotels with two components of room and breakfast are determined; and although that the
other hotel is the selected option, when a certain component's price within the product is fixed to zero, it has been
assumed that demand for that product would increase abnormally. Also, Monty Hall problem was applied to tourism
and tested in order to examine whether the choices about zero price are realized randomly or not. Within the scope
of this study, an experiment relying on hypothetical selection method was conducted by 159 lecturers. The zero price
effect was found to be significant in the model used in the experiment and a significant difference was found
between the responses to the Monty Hall problem.

Keywords: Tourism; Behavioral economics; Irrational behavior;
Cognitive bias; Zero price effect; Monty Hall

Introduction
All the discussions on zero, in fact, shows that zero have a much

larger meaning than itself [1]. While it’s a good thing when a doctor
sees zero traces of cancer, a zero score in sports events is a really bad
one. For a student, a zero error is a good thing, while zero as a grade
means a bad outcome. When it comes to price zero gets quite
interesting [2].

There are many reasons that make the zero point increasingly
important. In particular, suppliers have admitted that the free-of-
charge concept is a new approach to behavioral economics. However,
while the attraction created by free-of-charge is intuitive, studies have
shown that “free” can be a much stronger bait than its true value.
When the value for a product or service is determined to be zero, it is
observed that the expected benefit is substantially higher compared to
even a very low, but positive price. This effect was found to be very
important and is often referred to as the “zero-price effect” or “free
effect” [3].

Zero is a source of irrational excitement and emotional tender spot
[4]. Zero price or free goods or service offers affect people incredibly.
People sometimes travel for miles for a free concert or zoo tour [2].

Despite the positive and negative aspects of most transactions, when
something is free, its negative sides are omitted and it is thought that
what is presented is more valuable than it is in reality. This may be due
to the nature of human beings’ fear of losing. Although people are not
afraid to lose when they choose free products, the risk of losing arises
when they choose non-free products. So, in the face of this option,
people run towards the free products. For this reason, zero pricing is

not just a price, and nothing can overcome the emotional fluctuation
that “free” brings [4]. Many experiments have shown that zero pricing
leads to irrational behaviors among individuals in economic terms [5].

The zero price effect occurs when people systematically value a
product that is offered for free [6]. When choosing between two
products, there is usually more reaction to the free one [4]. The free
effect proved itself with non-experimental daily-life experiences. For
example, amazon.com made a free cargo campaign in some European
countries, but mistakenly in France, the price of the cargo was set as
low as 10 cents. As a result, despite the fact that there was only a
difference of 10 cents, there was a significant increase in orders
compared to France in the free-cargo campaign countries [3].

Zero is not just another discount [1]. Zero has a completely different
place. The reason is that while the difference between two cents and
one cent is small, the difference between one cent and zero is quite
large [4].

Standard benefit-cost model
To find out if a zero price effect exists or not, it is very important to

determine the level of demand according to the standard economic
theory when the price of a product drops to zero. Therefore, before
explaining the zero-price model, it is necessary to give brief
information about the standard benefit-cost model.

The standard benefit-cost model assumes that consumers are
rational [7] and that they base their decisions on maximizing the
benefit. According to the standard benefit-cost model, zero is just
another price. The reduction of one of the prices to zero is just like any
other price reductions and therefore does not create any extraordinary
advantages. When the consumer is caught between two products
(products X and Y), if the value of X is greater than the value of Y, X is
selected. Similarly, if the value of Y exceeds the value of X, then Y is
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preferred. If the prices of X and Y exceed the values of X and Y
respectively, the customer may not choose any of the products.
Additionally, if the prices go down to zero or a low level, consumers
will choose X, if the value of X is greater than the value of the newly
low-priced X. The same thing is true for Y. Finally, if the prices of X
and Y are greater than the values of X and Y, respectively, consumers
may prefer not to buy anything at all. For this reason, the effect of a
price reduction to zero will be just the same as for another price
reduction of the same level, while the prices are still positive [8].

The standard benefit-cost model indicates that when the value of the
product exceeds its price, consumers buy the product. As the single-
component model suggests, in the case of choosing between two
products (products X and Y), the consumer buys the product when its
value exceeds its price, and buys the product with a higher value and
price compared to the value and price of another product. Product
value is considered positive [9]. However in the two-component
model, each product consists of two components. For example, you can
book a hotel room with a breakfast service or buy coffee with cake. The
valuation of a two-component product depends on the value and price
of both components. This means that, if the value of both components
exceeds their price, the product will be purchased. The consumer
decides on a two-component product: if the price of the high-value but
reduced-price product exceeds the reduced-price of the low-value
product, will purchase the higher value product. It is based on a precise
choice between combinations of a high-priced product and a low-
priced product, or a low-priced product and a free product. For
example, while stay with breakfast at hotel A is a high-value product,
the same product at hotel B is a low-value product [2].

It has already been mentioned that consumers overreact for any free
product. In this case, the intrinsic value increases far more than the
price reduction. Thus, consumer decisions during their making choices
are also affected. In other words, the zero-price model shows that zero
is not just a number, as in the standard benefit-cost model, but it also
has a special place.

The zero price effect
The first study on the effect of free or zero-price products was by

Shampanier et al. in 2007, called “Zero as a special price: The true
value of free products” [9]. In this study, it was shown that in the
decision-making process of people between two products when one of
them is for free, they decide to favor the free product since they think
of the zero price as an indirect extra value, rather than not paying any
fee. Consumers, when they have to choose between a cheap but not
free product and a free one, not much to their liking, they tend to
choose the latter because it is free [2].

In the course of time, however, another question has arisen: when it
comes to a multi-component positive-price product and the price of
one of these components is zero, whether this effect is still preserved.
For this reason, the effect of these results is extremely relevant for the
tourism companies that offer promotions with multi-component
products. People can opt for a free-of-charge component, just because
it’s free though it might not have a part in their decision of preference.
In fact, even if this price is non-zero, such as a negligible amount of $2,
there is no shift in people’s preferences.

Nicolau and Sellers [10], taking the multi-component structure of
tourism into consideration, have been working on hotels, a combined
tourism product, rather than a unique product, in their study [1,11,12].
While creating this two-component model, they divided the

components into room and breakfast. In order to see the effect of the
free breakfast, the breakfast prices were gradually lowered to zero, even
though the hotel continued to charge for the rooms. As the breakfast
price went down to zero, there was an extreme demand for
accommodation at the hotel.

Then Nicolau [11] tried different combinations to see the effect of
zero price. In this experiment, you are still offered the room and
breakfast option, but this time you have the option to choose from a
free breakfast or a discount at breakfast. People were told to go to a
travel agency within 15 minutes’ distance to get a discount equal the
breakfast’s worth. A significant number part of the participants
preferred to make online reservations instead of going to the travel
agency. When the discount option was replaced with the free breakfast
at the same monetary value, the percentage of those who said they
would go to the travel agency showed a significant increase [11].

Nasif and Minor [13] have come to the conclusion in their “Free
Gifts and Irrational Preferences” study, that if a free gift is offered to
people, they welcome applications such as receiving a new credit card,
creating a new check account and filling out forms. The given gifts have
lower values compared to what is requested of them. Therefore, though
consumers say they set a value for the cost they will have to pay in
return for what others request of them, they seem to do this for a low-
value gift that is virtually free.

Spiegel et al. [14] did something completely different. They did not
offer consumers two products, but they made combinations of
products with the same final price. These combinations are offered in
different marketing forms, such as “buy one get one free” or “2
products for a 50% discount”. In general, consumers preferred to buy a
free product instead of buying products with a 50% discount. This has
also shown that the zero price effect is a special case and that the free
effect is confirmed in multi-product environments. Consumers have in
fact overestimated free products before realizing that 50% discount is
the same in both cases. They also found that even in a bundle of
expensive products, there was a free effect [3].

As studies are examined, we see that the zero price effect for some
products, such as chocolate, telecommunication, music systems, has
been studied and confirmed. Especially as far as simple decisions are
concerned, zero price effect is more significant. In more complex
decisions for more expensive products, there was no unilateral result
about the importance of the zero price effect. When all possible
explanations are examined, it was found that the psychological
mechanism effect is the only significant motive for the zero price effect,
and with this mechanism the disadvantaged (no cost) options have
been found to trigger a more positive emotional reaction. It was also
determined that consumers used this emotional reaction as a decision-
making signal to choose free options [15].

Method

Objective
In this study, the aim was to test whether there was a zero-price

effect in the decision-making process for a hotel room reservation with
and without breakfast. In an experiment on two-component tourism
products, it was predicted that fixing a price for a component
(breakfast) in a product (room) could abnormally increase the demand
for the product, even if another hotel was the preferred option. In
addition, the Monty Hall dilemma was adapted to tourism to test
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whether the preferences for zero prices have occurred in a random
fashion.

Universe and sampling
The scope of the work consists of academicians. It is possible to

explain the reason for this from a socioeconomic point of view. The
fact that the education levels of the academicians are high and there is
no holiday culture in the Turkish society, matters in this respect of the
academicians’ role. Additionally, since tourism activities require a
certain level of consciousness as well as economic power, academicians
have been included in the study due to their average and above-average
income levels. In this direction, the study was conducted with 159
faculty members working at Ataturk University.

Data collection method
In the study, a research model was designed in order to see the effect

of zero price in the decision making process of a two-component
tourism product. In this model, two hotels were subjects of the
hypothesis in the same destination to eliminate other external factors
(such as geographical, seasonal) in the determination process of hotels.
The first one is a hotel with four stars and well-known by many
vacationers, while the other is a fake one with three stars which no one
really knows about. As Nicolau and Sellers [10] pointed out, the reason
for determining a four and a three-star hotel is the slight difference
that could have the least influence on people’s choices. Because if the
hotels were defined as five and four-stars, the difference in these
choices would be much more significant. Again, while setting the room
+breakfast prices, the difference between these two hotels was aimed to
be minimal. This is because the hotel, which is a four star hotel in the
first and second stages, is intended as a more attractive and eligible
alternative. In the third stage, positioning and prices are prepared
according to the four-star hotel, so that the zero price effect can be seen
more clearly.

For this reason, the names of the hotels have been determined as
Dedeman, for the four-star hotel and Aden, for the three-star hotel.
The starting price was 63 TL for a room at the four-star hotel,
Dedeman and 12 TL for the breakfast. The room price for the three-
star Aden hotel was 52 TL, while the breakfast price was set to 8 TL.
These prices constituted the first stage, referred to as the first case. In
the latter case, the same amount of discount was applied to the
breakfast prices of both hotels and the responses of participants were
measured. Considering the standard benefit-cost model, the second
option was expected to be in favour of the four-star hotel. According to
this model, in the two cases in which the same amount of discount is
applied, the tendency of people is towards the higher value product.
After this stage, the effect of the zero-price was measured in the third
case. The same amount of discount in the second case was also applied
in the third case. But according to the standard benefit-cost model, the
only difference in the price level, which is in the same direction of this
model, is the three-star hotel’s free breakfast. For this purpose,
contrary to the aforementioned model, the zero-price is anticipated to
change consumer decisions in the opposite direction and to
significantly increase the demand for the three-star hotel.

The hypothetical options that predict choosing one of the two
hotels, are considered to cause a disadvantage. Because in many
studies, it has been confirmed that when people are asked to choose
between the two options, they make a random decision by falling into
more unconscious traps during the process. In this direction, another

question is added to the model to determine whether the decisions
given by the respondents for the second model are the result of the
stated theory or whether it is an effect of the zero price. This question
was adapted from the Monty Hall equation to fit the research model
and the results were evaluated. It is considered that the zero price effect
will be reinforced and prove itself by showing a meaningful difference
between the reactions given to the zero price effect and the responses
given to the question.

Participants were asked to choose one of the three options with a
prize. Later, the option with no prize was removed to increase the
chances of winning. The participant then received a remark towards
changing the choice, if desired. At this point, participants were asked
whether they would change their choice. In the Monty Hall dilemma,
the real solution was in the direction of changing the choice. Because
the probability of winning in the first choice is 33.3%, while the
probability of losing is 66.6%. If one of the blank options is omitted,
the probability of winning is 66.6%. So in this case, the most logical
behavior would be to change the already chosen selection. This
problem has become the subject of many debates, including those of
mathematicians. These discussions, which lasted for many years, have
reached an end by the induction of mathematical proofs. But even
though these proofs justify the real solution to the problem, people
have in fact continued with a suspicion and the result had little impact
on changing their choices. Thereupon, this subject intrigued other
fields of science and several researches were carried out on why people
behave this way. The most serious theory in this regard, is the
misguidance of cognitive traps in which people face when making
their decisions in such problems; despite seeing the decision in its
simplest form and having shown evidence to the correct answer, they
strive to justify their own choices instead of accepting the correctness
of what is told to them, so that they do not have to change their
decisions.

The purpose of using this problem in the research is to test whether
resistance will be shown by the participants, whom people show in
changing their decisions after making choices, and also whether there
is a significant difference between these results and changes in choices
made for zero prices, in case a similar resistance is observed. If the
difference occurs, the aim is to prove that the resistance of people
towards change, is broken at zero price and its effectiveness shall be
tested with a different method.

In the study, a quantitative research design has been adopted. This
design was considered appropriate, due to the generalization of results
and providing answers for research questions [16]. In order to provide
clarity in expressions and to be able to independently evaluate the
anticipated preferences in the research, hotel information cards in the
form of flyers were printed. These cards included hotel features, stars
and price options. The intention here was to emphasize price
sensitivity, by changing prices for each option on the same form.

Data Analysis

Demographic characteristics
40.9% of the 159 faculty members subjected to the research were

female while 59.1% were male. When the age groups of these
participants were examined, the majority of the group was between the
ages of 35-44 with 31.4%. The ratio of participating academicians
specialized in sciences were as 47.8% for social and 52.2% for physical
sciences.
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Testing the zero price effect
The results of the analysis, to determine the zero price effect for

Model, are given in Figure 1. Decisional changes of consumers between
binary options were determined by the discrimination analysis.

As the results were examined, a difference between Case 1 and Case
2 of model was observed and their values were determined. First of all,
examining these two cases designed to observe the benefit-cost
analysis, with differences in evidence. In Case 1, as the participants
were asked to choose over the initial prices (Dedeman room
+breakfast=63+12, Aden room+breakfast=52+8), the result was in
favour of Dedeman hotel with a ratio of 73%, while this rate was 27%
for Aden hotel. As for case 2 in which the discount on breakfast prices
were reflected to the participants, the rate for Dedeman hotel (room
+breakfast=52+4) had increased to 76.70%. As a result of this analysis,
the change in demand was found to be meaningful (t=2,489 p=0.014).
The results show that the decisions made in Case 1 and 2 are in line
with the simple cost-benefit theory. According to these results, there is
a significant difference between the preferences for Case 1 and Case 2
of model.

When analyzing the third case where the zero price effect was
measured, the differences that were developing for Case 2 were
observed. In case of a discount of 4 TL, in the case of Dedeman, where
demand is higher in Case 2 than Case 1, a very different statistical
result was obtained by controlling the change of demand, with another
discount of 4 TL. As a result of the discount made in Case 3, the prices
were determined as room+breakfast=63+4 TL at Dedeman Hotel, and
as room+breakfast=52+0 TL at Aden hotel. According to the simple
cost-benefit theory, the demand for Dedeman hotel was expected to
increase in parallel with the previous situation, however the results
were seen to be in the opposite direction.

Figure 1: Zero price effect for the model.

The demand for Dedeman hotel, measured as 76.70% in case 2, had
dropped to 64.80%, and for Aden hotel it had increased from 23.30%
to 35.20%. The difference in demand between these two cases was
statistically significant (t=-4,631 p=0,000). In contrast to the
measurement between Case 1 and Case 2, the ratio difference between
Case 2 and Case 3 was against Dedeman Hotel. In the first two cases,
where the demand for Dedeman hotel was constantly increasing; as the
price of breakfast at Aden hotel was for free, the opposite of what
would be expected in classical economic theories had occurred, and
the demand for Aden hotel had risen. All these results demonstrate
that the zero-price effect is considered separately from other theories
and may in itself be considered to have an area of influence.

Verification of the zero price effect
While investigating the zero price effect, it has been thought that

limiting the options to two, as already mentioned in the study, will
cause some problems due to randomness. For this reason, Monty Hall's
dilemma has been tried to take advantage of, which is the most
searched and most experimented concept on randomness, in order to
avoid any possibility of doubt that these problems might cause on the
zero price effect. Unlike the well-known Monty Hall concept, the
problem has been acted upon a touristic product so as not to lose
meaning of the question and continued as the options in Model.
Accordingly, this two-stage question is shaped as follows.

Adaptation of the results in the Monty Hall dilemma according to
participants, are presented in Figure 2. Hereunder, as 2 out of 3 of the
participants did not change their choices, while the rest 33% said they
would. These results show that when compared to the actual solution
of Monty Hall's dilemma, a dramatically symmetrical result is
achieved. That is, while the odds in favor of 34% are preferred by 66%
of the participants, the option with a chance of 66% is chosen by 34%
of the participants. These results just like the theory states; proves the
tendency of people not to change their decisions, even if it may be in
their interests to do so, in the case of bilateral choices.

Figure 2: Preferences for Monty Hall dilemma

Based on the stated reasons, discrimination analysis was applied to
determine whether the responses to the Monty Hall dilemma were in
the same direction as the responses to the zero-price, to determine
whether people's decision-making tendencies were also valid for the
zero prices. The result suggested that there was a significant difference
between the responses of these two concepts (t=5,313 p=0,000). So
when it comes to zero prices, people seem to be more willing to change
their minds.

Conclusion and Discussion
Developments in behavioral economics have important implications

for the tourism sector. Because in an environment where globalization
and technological developments increase with competition, especially
the tourism sector, which is a human-oriented service sector, being
open to innovations in the field of behavioral economics will provide
an important competitive advantage. Although consumer behaviors
towards tourism products may include some special behaviors,
depending on the structure of the industry, they have many common
characteristics with consumer behaviors in general. Tourism product
requires, structure-wise, a variety of services and experiences. For this
reason, consumers are affected by many factors in making their
decisions. This versatile domain can also be a risk factor in terms of
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tourism marketing. Because the redundancy of these factors
complicates managing consumer decisions; presenting them with
simplified preferences to consumers will provide significant advantages
both in terms of tourism operators and touristic destinations.

Due to the multi-component nature of tourism products and the
many sub-decisions required to determine the separate price for each
component, the decision to set the price is becoming much more
complex. In this context, the product bundle strategy with the non-
linear response to the price of each component has always been a
general strategy applied in tourism. The analysis of price factors in the
form of a package of goods and services provides different advantages
to the marketing people. People’s subjective price perceptions, provide
valuable information for assisting design and the implementation of
effective promotional programs for packaged products. Tourists can
create a combination of their own complementary travel products by
gathering components in their simplest form.

As a result, the findings show that zero prices is effective not only in
one component but also in multi-component products. Moreover,
unlike the one-component model, instead of paying nothing
consumers are willing to pay a price for the other product that
complements the component, besides the product they think they are
getting for free. This situation can harbour many administrative effects
in terms of the tourism sector. A very important part of these effects is
towards tourism marketing. The reason for that is the difficulty for
consumers to make a rational decision by analyzing prices even in a
two-component product, as observed in the current and other studies.
These results, when compared with the multi-component structure of
tourism, predict that the current rationality in consumers will decrease
exponentially. Therefore, when pricing and marketing activities are
being carried out, systems should be designed taking these values into
consideration and making it easier for the consumer to decide by
thinking as minimal as possible.

If businesses feel the effect of zero prices, they will reach the ability
to appeal to wider masses, which in turn will increase their profitability
by selling more products or services. This study, aimed at seeing the
"zero price effect" on tourism products, is not sufficient on its own, but
will become clearer in future researches working on different samples
and sectors. In general, when assessed together with previous studies, it
is seen that studies on zero price are mostly made on students. The
selection of participants from different backgrounds of income,
occupation and age groups, can lead to an observation of significant
differences.

When the studies are examined, it is seen that cheap products are
used for single component products and the alternative products are
selected that cost less at the same level. In the case of two-component
studies such as tourism products, it is still at a level of comparison of

bed and breakfast. There is no study yet, to show whether such an
effect especially for luxury goods exists and the extent to the level of
this effect as the difference between the product and the alternative
product widens. It is thought that studies in this area will provide
substantial contributions to the literature.
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