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Abstract
This research is aimed at exploring the influence of loyalty program threshold, monetary
costs, and consumption justification on consumers' preference toward rewards. Study 1 is a
2x2 between subject experimental design with college students as the unit of analysis, and
the rewards for choice are hedonic and utilitarian products. Study 2 is also a 2x2 between
subject experimental design, and respondents are working class. The rewards are either
luxury or necessity. The conclusions include: (1) Higher loyalty program threshold leads to
both a significant increase of preference for hedonic over utilitarian rewards, and a
significant increase of preference for luxury over necessity rewards. (2) Free rewards as
compared to rewards granted with monetary payment will result in both a significant
positive effect on preference for hedonic over utilitarian rewards, and a significant positive
effect on preference for luxury over necessity rewards. (3) The portion of living expenses
supported by others does not significantly moderate the loyalty program threshold-choice of
hedonic/utilitarian rewards relationship. (4) The degree of uneasy feelings does not
moderate loyalty program threshold-choice of luxury/necessity rewards relationship. (5)
Uneasy feelings toward luxury consumption comparing to hedonic consumption implies
luxury deficiency is higher than hedonic product deficiency.
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( ) 

(4) 

(1) (2) 

(3) (4) 

(

) ( ) 

(Kim et al., 2001)

(1) 

(Cash Value) (2) (Choice of Redemption) (3) 

(Relevance) (4)

(Inspirational Value) (5) (Convenience)

(O'Brien & Jones, 1995)

(Self-

esteem) (Burnett & Lunsford, 1994) (1) 
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(Justification) (Financial Guilt)

(2) (Health Guilt)

(3) 

(Moral Guilt) (4) 

(Social Responsibility Guilt)

(Burnett & Lunsford, 1994)

(Need) (Want) 

(Berry, 1994) (Lascu, 1991; Prelec & Herrnstein, 1991;

Strahilevitz & Myers, 1998; Thaler, 1980) Prelec 

Loewenstein (1998) 

(Kivetz & Simonson, 2002a)

(Mental Accounting) (Thaler, 1985, 1999) (Mental Budgeting)

(Heath & Soll, 1996)

(Kivetz & Simonson, 2002a,

2002b)

(Hedonic Products) (Utilitarian Products)

(Chandon, Wansink, & Laurent, 2000; O'Curry & Strahilevitz, 2001)

(Pleasure-oriented) 

(Strahilevitz & Myers, 1998; O'Curry & Strahilevitz, 2001)

(Kivetz & Simonson, 2002b;

Prelec & Loewenstein, 1998; Thaler, 1980, 1985, 1999)

(Kivetz & Simonson, 2002a, 2002b)
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(Prepayment)

(Thaler, 1980, 1985)

(Precommitment) 

(1) 

(Strahilevitz & Myers, 1998) (2) (Windfall

Gains)

(O'Curry & Strahilevitz,

2001) (3) 

(Mental Accounting) (Mental Budgeting)

Thaler (1985, 1999) (Mental Accounting Theory)

(Fungibility)

(Prospect Theory) (Kahneman & Tversky, 1979)

(Heath & Soll, 1996)

(1) (2) 

(1) (2)

(Thaler, 1980, 1985; Kahneman & Tversky, 1979)

(Thaler,

1999)

(Shefrin & Statman, 1986)

(Kivetz,
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1999)

(Reason-based Choice) 

(Shafir, Simonson, & Tversky, 1993)

(Heath & Soll, 1996)

(Kivetz, 1999) O'Curry Strahilevitz (2001) 

(Self-gifts) ( )

( ) ( ) (Mick, 1986)

(Sherry &

McGrath, 1989)

(Mick & DeMoss, 1990)

(Effort) 

(Kivetz & Simonson, 2002a, 2003; Kivetz, 2003)

( )

( ) 

(Kivetz & Simonson, 2002a)
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(Delayed Incentives)

(Immediate Incentives) 

? 

Soman (1998) 

(Akerlof, 1991)
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7

H1-1

H1-2

Kivetz Simonson (2002a) 

( ) ( Luxury

Rewards) (Necessity Rewards) 

H2-1

H2-2
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H3 (

)
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H2 ( )

H4 (

)

( )

H1-2

( )

2x2 (Between-subject) 

(1) 

(2) 

13 1200 1-7 
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Cronbach's 0.785

158 

186 84.9%

136 157 86.6%

3

10

6.30  4.80  4.13

6.06  4.32  3.75

5.81  4.71  4.17

4.77  4.59  4.26

2.48  3.16  4.28

2.17  1.83  4.35

2.07  1.88  4.35

1.59  1.59  4.84

5.45  5.14  3.23

5.36  5.11  3.70

5.04  4.98  3.36

4.86  4.41  4.89

4.64  4.29  4.04

MP3 4.41  4.23  3.91

4.00  3.98  3.57

CD 3.93  3.61  3.32

3.43  3.09  4.14

DVD 3.20  2.93  4.46
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20 2

4 38.09% 54.05%

4.04 p 0.044 (<0.05) H1-1

4 27.27%

61.43% 16.022 p 0.000 (<0.05) H1-2

5 

35.14% 54.76% 6.11 p 

0.013 (<0.05) H2-1

11

40  44  34  32

34  40  35  35

52  32  84  48  18  66

34  40  74  27  43  70

48  26  74 44  25  69

38  46  84  31  36  67
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H3 

8

H3

70% 67.3%

H3 6 

( H2-1 )

12

0.661  1  0.046

0.814  1  0.014

-0.932  1  0.002

1.488  1  0.000

0.790  1  0.036

-1.400  1  0.000

0.431  1  0.590

-0.035  1 0.623

0.050  1  0.608

-0.358  1  0.530 

5 36.23%

53.73% 4.208 p 

0.040 (<0.05) H2-2

H1-1, H1-2 H2-1, H2-2 

( 6 7)
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20 2

13

H4 -

9 (p=0.638)

H4 (p=0.001)

H1-2 (p=0.177)

1.195

10 (p=0.356)

(p=0.667)

3.075  1  0.177

1.195  1  0.001

-0.217  1  0.638

-6.777  1  0.000

1.867  1  0.173

0.103  1  0.667

-0.321  1  0.356

-0.885  1  0.356

(Small Indulgence) (Popcorn, 1991)

(Cash Rebate) 
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54.4% 

55.1% ( 4)

67.3% 

14
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