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Abstract 

 
Virtual bundles are promotional offers in which obtaining free product or money discount is 
linked to the purchase of a certain number of products presented separately. As it offers 
numerous advantages to retailers and manufacturers, virtual bundling is more and more used 
in mass marketing. Nevertheless, till now, no research has focused on its efficiency.  
The purpose of this paper is to identify the relative efficiency of virtual bundles compared to 
real bundles from the consumer’s point of view. From a qualitative study based on nine 
consumers, the perceived costs associated with virtual bundles have been identified. An 
experimentation on a sample of 120 adult consumers was then set up to test the hypotheses 
derived from the literature and the qualitative study. The findings suggest that consumers 
associate virtual bundles with higher economic benefit but also with cognitive costs. 
 
 

Presentation of the Virtual Bundle and of its Advantages 
 
Retailers use promotions in a very intensive manner to attract customers and increase their 
revenues. Among the promotional techniques, bundle is one of the most used. A bundle is an 
offer for price reduction in exchange for buying a set number of product units (Guiltinan, 
1987; Stremersch and Tellis, 2002). A bundle is said “real” when the products are physically 
over-packaged in a single unit to be sold. It is said “virtual” when the products are presented 
separately but in conjunction with communication presenting a possible discount in case of 
the simultaneous purchase of a set number of product units. Specifically, the bundle does not 
exist in itself (it is “virtual”): it is the customer who, by picking several products, creates the 
bundle. The verification of the granting conditions for the discount is done at the register. 
Several variants of the virtual bundle exist depending on the number of units to be bought and 
the scale of the discount. The most common ones are “Buy One Get One Half Price”, “Buy 
One Get One Free” and “Buy Two Get One Free”. 
 
The bundles are advertised by retailers on features and displays, but unlike the real bundle, 
the virtual bundle is not advertised on the packaging of the product. However it can 
sometimes be “materialized” by bags in which the client must insert the products. A virtual 
bundle could then be perceived less easily in store. Moreover the communication of the 
virtual bundle is more complex than that of the real bundle. The former presents the basic 
offer (product and price) and the details referring to the virtual offer (granting conditions and 
price) whereas the latter only presents the package with its price. Meanwhile the virtual 
bundle also highlights the discount or the free part of the product, which increases the 
perceived value of the offer (Chandrashekaran, 2004). 
 
The literature on virtual bundling is still scarce (Desmet, 1999) and the first step in this 
research consisted in interviewing experts from three major actors in pushing everyday 
products to the market (Colgate/Palmolive, Unilever, and Yoplait), a retailer (Monoprix) and 

  



a firm specialized in the analysis of consumers’ behavior (Catalina). All experts justify the 
development of virtual bundling from its many advantages over real bundling. 
The promotions implementation costs are mainly financed by the manufacturers and are 
particularly important for classical bundles as they include specific packing or the creation of 
a new gencode (Drèze and Bell, 2003). However, retailers are currently getting equipped with 
“intelligent” registers that make possible the creation of virtual bundles that avoid those costs. 
As it does not require a specific manufacturing process, virtual bundling limits the drawbacks 
of a failing sales forecast (i.e. out of stock conditions, reconditioning of excessive stocks). For 
the retailer, virtual bundling strongly highlights the advantage proposed to customers and 
allows for an increase of sales volume without modifying the processes at the point of 
purchase. Finally, virtual bundling affects the manufacturer-retailer relationship. On one hand, 
it supports a good relationship with the retailer within a trade marketing framework (i.e. 
insertion in features) because this type of promotional offer is in line with retailers 
expectations. On the other hand, it enables the manufacturer to move from a contractual 
promotion to an efficient promotion as only the units bought are invoiced when real bundling 
was based on fixed allowances (Desmet, 2002). 
 
 

Theoretical Framework 
 
In the literature, the perception of the benefits and costs of promotional offers is analyzed 
along three different modes −economic, affective and informational− that in turn impact the 
customer offer evaluation and purchase intention (Chandon, Wansink and Laurent, 2000; 
Raghubir, Inman and Grande, 2004). However, as virtual and real bundles differ on the 
physical presentation of the bundle and price information, all the costs and benefits have to be 
reexamined. Therefore, a brief qualitative study by means of in-depth interviews on nine 
French consumers aged 26 to 59 was conducted in order to get a better insight of the 
consumer perceptions of the virtual bundle. 
 
The results of this qualitative study show that: (1) virtual and real bundles are perceived as 
similar: “I feel it is pretty much the same, you have three products and you are clearly 
explained that the third is free”; (2) the virtual bundle is considered as less visible and less 
clear than the real bundle: “some people will only pick up two items not realizing they could 
get a third free”; (3) the consumer doubts the promotion will be applied for the virtual bundle: 
“I need to pay attention to my receipt at the register”, when he feels it is assured for a real 
bundle: “When the bundle is packaged together, there is no problem, it is processed with a 
single code”; (4) the virtual bundle implies a more intensive decision making process for the 
customer whereas the real bundle immediately translates into a “promotional signal”: “I 
would need to think a little more to realize that if I take two I have on free. For the other 
example, you have both units associated and the visual impact is immediate”. 
 
Following the conceptual framework proposed by Raghubir, Inman and Grande (2004) and 
taking into account the qualitative results, virtual and real bundling are compared along the 
economic, affective and informational routes. 
 
The economic route 
 
The economic route deals with the monetary and non-monetary −time and effort− benefits and 
losses associated to the promotion by the consumer (Raghubir, Inman and Grande, 2004). The 
presentation and the communication of a promotional offer directly influence its perception 

  



and evaluation by the consumer, even for an equal economic value (Janiszewski and Cunha, 
2004; Harlam et al., 1995). In particular, advertising a reference price results in a better 
evaluation (Della Bitta, Monroe and McGinnis, 1981; Das, 1992; Chandrashekaran, 2004). 
For the real bundle, the communication on pricing only reflects the bundle price but for the 
virtual bundle, the bundle price comes with a reference price. In consequence: 

H1a: The perceived monetary benefit is higher for the virtual bundle than for the real 
bundle. 

The communication around the deal can create an uncertainty on the value (Raghubir, Inman 
and Grande, 2004) and increase the perceived risk from a mistake in choosing. Whereas real 
bundling corresponds to a certainty on obtaining the benefit, virtual bundling requires 
increased vigilance at the register as the promotional benefit from virtual bundling is effective 
only after the register check. Thus:  

H1b: The perceived cost of effort from control is higher for the virtual bundle than for 
the real bundle.  

 
The affective route 
 
The affective route refers to the feelings and emotions that can emerge during all steps of the 
buying process (Raghubir, Inman and Grande, 2004). To the general affective benefit derived 
from the satisfaction of getting a good deal, a benefit of self-expression, more specific, is 
linked to a claim of smart shopper know-how (Schindler, 1989). This benefit is directly 
connected to the self-attribution of the responsibility for promotional benefit (Schindler, 
1998). As virtual bundling requires a particular effort from the buyer, he may feel responsible 
for the promotional benefit obtained. Thus: 

H2: The perceived self-expression value associated to the deal is higher for the virtual 
bundle than for the real bundle. 

 
The informational route 
 
The informational route refers to the cognitive activity generated by the exposition to the 
promotional stimulus: inferences about the brand, expectancies about quality, price or 
promotions to come, awareness of the brand, etc. (Raghubir, Inman and Grande, 2004). A 
price promotion enables the consumer to reduce his decision making process by giving him a 
justification for his purchase and for the quantity to buy: the promotion acts like a “signal” for 
the consumer (Raghubir, Inman and Grande, 2004). This signal effect, which goes through a 
first evaluation of the physical dimension of the product (Raghubir and Krishna, 1999), is 
more important for the real bundle. Moreover the qualitative phase revealed a « peripheral » 
treatment of the real bundle: it is appreciated on its value as « signal » and is not subject to an 
in-depth analysis of the associated economic interest. On the contrary, the virtual bundle 
seems to be the object of an in-depth decoding and thus of a more « central » treatment of the 
offer (Petty and Cacioppo, 1981). Thus, we postulate that: 

H3: The perceived cognitive cost linked to promotional signal is higher for the virtual 
bundle than for the real bundle. 

 
The global effect of the bundle presentation −virtual or real− on the consumer’s perceptions 
results from the combination of the previous effects. Lacking preliminary results on the 
difference in perception, a hypothesis of indifference is chosen. 

H4: The perceived interest associated to the deal is identical for both virtual and real 
bundling. 
 

  



 
Methodology 

 
The objective is to compare the perceived benefits, costs and interest towards a bundle 
depending on its implementation (virtual or real) for a constant economic value with an inter-
subjects experimentation framework. 
 
Face-to-face interviews were conducted in November 2005 in French public places among 
120 adult consumers. The experimental manipulation corresponds to the presentation of a 
photograph of a promotional offer. The 2x2 design crosses the presentation of the bundle (real 
vs. virtual) and the product category (chocolate bar vs. shower gel). The economic value of 
the offer is a 33% discount in the form of free product: « two units bought = the third free ». 
The selection of the two product categories is set to enable replication of results but no 
particular difference is expected between the two categories. 
The regular prices of the chosen categories reflect the average market prices. The prices of the 
two products are close because the presentation effects are moderated by the price level of the 
product (Das, 1992). To bypass the moderating effect of brand perceived image (Gupta and 
Cooper, 1992), the offer is neutral and bears no mention of brand or store name. 
After a selection question on product purchase and the quantity usually consumed, the 
advertisement is placed at the disposal of the audience for a few minutes then withdrawn. The 
survey then measures all the constructs of the theoretical framework. As individual 
determinants can influence the evaluation of bundles (Harlam et al., 1995), two covariables 
are also measured: consumption per month and deal proneness. 
 
The constructs were measured with multi-item scales. The reliability is satisfactory for the 
perceived interest (three items adapted from Bréchet, Desmet and De Pechpeyrou, 2004; 
Cronbach’s α=0.71), the economic and hedonic benefits (three items each from Chandon, 
Wansink and Laurent, 2000; α=0.85 and α=0.80 respectively), the cognitive cost linked to the 
promotional signal (three items derived from the exploratory qualitative phase; α=0.72) and 
the promotional sensitivity (three items from Froloff, 1992; α=0.87). However, the reliability 
is modest for the perceived cost of effort from control scale (three items from the exploratory 
qualitative phase; α=0.50) that had not been the object of any preliminary validation. 
 
 

Findings 
 
A multivariate variance analysis (MANOVA) is conducted with bundle type and product 
category as variables and with monthly purchased volume and deal proneness as individual 
covariables. The interaction between bundle and product category is not significant. Therefore, 
the data of both categories are pooled together (see descriptive results in Table 1). 
 
The multivariate analysis shows a global positive effect for the variable bundle type (Wilks 
Lamba=0.82; F=4.81; p=0.001). The contrasts for bundle gives significant results for the 
perception of economic benefits differences (H1a supported) and cognitive efforts linked to 
the added verification for the virtual bundle (H1b supported). Contrary to the proposed 
assumptions, bundle type influences neither the value of self-expression (H2 not supported) 
nor the perceived cognitive costs linked to promotional signal (H3 not supported). Globally 
the difference of interest between the two bundles is not significant: the virtual bundle does 
not benefit from a stronger interest than the real bundle (H4 supported). 
 

  



 
Table 1: Perceived Benefits and Costs of Virtual versus Real Bundle 

 
  Real bundle Virtual bundle 
  Mean Std dev. Mean Std dev. 

F p-value 

Perceived monetary benefit 4.01 1.49 4.76 1.33 8.59 0.004 
Perceived cost of effort from control 2.45 1.25 3.34 1.43 13.58 0.000 
Perceived self-expression value 3.42 1.67 3.67 1.42 0.71 0.401 
Perceived cognitive cost linked to 
promotional signal 4.39 1.30 4.65 1.23 0.96 0.330 

Perceived interest 4.70 1.27 4.93 1.18 2.30 0.130 
 
As expected, the effects of the covariables −quantity usually purchased and deal sensitivity− 
are positive and significant on the interest associated to the bundle. Moreover, high volume 
purchasers show a stronger interest for virtual bundles than low volume purchasers. 
 
 

Discussion 
 
The academic literature underlines the need for the members of a distribution channel to 
coordinate their actions to improve their effectiveness (des Garets, 2000). Expert interviews 
conducted with manufacturers and retailers highlight the numerous advantages associated to 
virtual bundling. Virtual bundling reduces expenses for each partner while encouraging them 
to implement joint savings. In particular, virtual bundling can avoid the manufacturing costs 
of creating and storing the bundles. Manager interviews reflect quite well the idea stressed by 
the literature of an increased efficiency associated with collaborative practices. Nevertheless, 
a qualitative study on consumers reveals different benefits and costs associated to the virtual 
bundle. The virtual bundle is less visible in shelves and more complex to decode than the real 
bundle. Moreover, the use of virtual bundle is often linked to the uncertainty of obtaining the 
discount. The quantitative study demonstrates that the positive effect from a higher perceived 
economic value is balanced by the negative effect of perceiving the additional cognitive costs 
associated to the decision making process, in particular those linked to the uncertainty of 
obtaining the discount for virtual bundles. So, these results prove that there is no significant 
reduction of the interest for the virtual bundle compared to the real one. 
 
Two managerial implications can then be stressed. First, virtual bundling offers all the 
characteristics that should lead to a more and more intensive use for promotional campaigns 
regarding everyday use product categories. Second, the qualitative and quantitative studies 
show the importance of in-store communication that ensures the visibility and success of 
virtual bundling. For instance, it seems very useful to organize weekly in-store events based 
on virtual bundling. Features should in addition be used more extensively to relay those 
commercial in-store events and offer a flexible and less constraining format to explain how 
virtual bundling works. Two limits should be considered. First, the lack of previous 
researches led to an exploratory process based on interviews. The new scales developed for 
the purpose of the study are not totally satisfactory and their reliability has to be improved. 
Second, the experimentation ignores the influences of point of purchase characteristics. These 
elements could possibly moderate the general conclusion stating virtual bundles appear to be 
a more interesting solution than real bundles. 
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