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Abstract

The European Union’s Omnibus Pricing Directive mandates that traders disclose the lowest
price offered in the previous 30 days, aiming to curb inflated reference prices and enhance
consumer protection. We present an experimental test of this policy’s behavioural impact.
In a pre-registered online experiment with 500 UK consumers (where the Directive is
not yet implemented), we examined whether displaying a lower prior price (the “Omni-
bus Price”) affects willingness to buy, and whether this varies by product type or financial
information avoidance. Across all goods, the Omnibus Price significantly reduced purchase
intentions, with a larger effect for utilitarian than for hedonic products. No evidence was
found that financial ignorance, measured via the Financial Homo Ignorans (FHI) scale,
moderated the impact. Our findings provide a behavioural baseline for policymakers and
suggest that mandated price transparency can meaningfully dampen consumer demand for
products marketed with inflated reference prices.

Keywords Reference price - Purchase intentions - Hedonic goods - Financial ignorance -
Experiment

Highlights

e Showing shoppers the lowest price from the past 30 days makes them less likely to buy.

o The drop in buying interest is strongest for everyday functional goods (e.g., appliances).

e People respond to the price disclosure regardless of how closely they normally pay attention to
financial information.

o The findings suggest the EU’s price-transparency rule can help prevent purchases based on
misleading “discount” claims.
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Introduction

In 2019, the European Parliament adopted the Omnibus Directive, a major legislative ini-
tiative aimed at strengthening enforcement and modernizing the European Union’s con-
sumer protection rules. Among its provisions, the Directive established new regulations
requiring both online and brick-and-mortar retailers to display genuine reference prices
during any price reduction campaign. Specifically, the Directive mandates that any adver-
tised price reduction must include the lowest prior price applied by the same trader within
a period of at least 30 days preceding the discount. These measures were designed to pre-
vent traders from artificially inflating reference prices to make their discounts appear more
attractive than they actually are. Research has shown that fictitious or inflated reference
prices remain common in many retail settings and can distort consumers’ perceptions of
value even in competitive markets (Staelin et al., 2023). Inflated or misleading reference
prices may also erode consumer trust when detected (Bae et al., 2022). The laws enforcing
the directive became effective on May 28, 2022.

This regulatory innovation marks an important shift: It codifies reference price trans-
parency into consumer law. While reference prices have long been recognized as psycho-
logically potent anchors in consumer decision-making (Compeau & Grewal, 1998; Thaler,
1985; Tversky & Kahneman, 1974), little is known about how consumers respond to
regulated disclosures of prior prices under public policy mandates. In this paper, we pro-
vide what is, to our knowledge, the first experimental test of the behavioural effects of the
Omnibus Directive. We aim to understand how consumers interpret and react to disclosed
Omnibus Prices—and how this affects their willingness to buy.

To focus on the most policy-relevant case, our study examines only scenarios in which
the Omnibus Price is lower than the offered (discounted) price. These are the conditions
under which the Directive is most likely to have a meaningful impact: By exposing inflated
reference prices, it helps consumers make more informed decisions and protects them from
overpaying for products under the illusion of a larger discount. Although lower histori-
cal prices may also result from natural price volatility, the Directive is explicitly intended
to curb deceptive pricing practices. Thus, our experimental design reflects a key scenario
where the policy is meant to operate.

Our study was conducted in the UK—a jurisdiction where the Omnibus Directive does
not currently apply. This provides a unique opportunity to assess consumer responses in a
market unexposed to the regulation itself, offering a baseline of how people interpret regu-
lated reference price disclosures when they are not yet institutionalized. These insights can
help EU policymakers anticipate behavioural responses and design complementary inter-
ventions (e.g., education, framing) to improve transparency effectiveness.

Our work contributes to the literature by being the first to isolate the behavioural effects
of a legally mandated anchor (Omnibus Price) within an unregulated context (UK). This
allows us to assess consumer reactions in the absence of policy framing, thus contributing
novel insights into the generalizability of reference pricing theories under regulatory inter-
vention. For readers of the Journal of Consumer Policy, this contribution is especially rel-
evant: It offers an empirical test of a recent European regulatory initiative aimed at enhanc-
ing price transparency, conducted outside the EU context. The findings not only inform
ongoing implementation strategies across member states but also provide a comparative
baseline for jurisdictions considering similar mandates. By examining both product-level
(hedonic/utilitarian) and consumer-level (financial avoidance) moderators, the study adds
nuance to the behavioural understanding of pricing policy efficacy.

@ Springer



The Effect of The Omnibus Pricing Directive on Consumer Purchase... Page 3 of 13 1

In what follows, we develop our hypotheses and test them in a pre-registered online
experiment involving 500 UK participants. We investigate whether disclosure of a lower
Omnibus Price reduces purchase intentions (H1), whether this effect differs for hedonic
versus utilitarian goods (H2), and whether individuals who tend to avoid financial informa-
tion are more sensitive to the disclosure (H3). Taken together, our results contribute both to
the literature on reference pricing and to the growing interest in behavioural evaluations of
consumer protection policy.

Reference Pricing, Anchoring, and Transaction Utility

Prior prices often serve as psychological anchors in consumer decision-making. According
to prospect theory (Kahneman & Tversky, 1979), individuals evaluate outcomes relative to
reference points rather than in absolute terms. When making purchases, consumers com-
pare the offered price to a reference price—such as a “regular” price or a prior price—to
evaluate the attractiveness of a deal. This perceived difference generates transaction util-
ity (Thaler, 1985, 1999): Consumers feel a gain if they believe they are paying less than
expected and a loss if they are paying more.

A large body of research shows that consumers are highly susceptible to numerical
anchors when forming valuations. Ariely et al. (2003), for example, demonstrated that even
arbitrary anchors, such as the last digits of a participant’s social security number, can sub-
stantially influence willingness to pay for ordinary consumer goods. Bergman et al. (2010)
replicated these findings and showed that anchoring persists even among individuals with
higher cognitive ability. These studies illustrate that consumers rely heavily on salient
numerical cues when forming price judgments and that even normatively irrelevant refer-
ence points can shape willingness to buy.

In marketing contexts, sellers often exploit this by inflating regular prices to increase the
perceived value of a discount (Biswas & Blair, 1991; Compeau & Grewal, 1998; Krishna
et al., 2002; Park et al., 2023). By mandating the display of the lowest price in the past
30 days, the Omnibus Directive introduces a regulated alternative reference point. If this
disclosed Omnibus Price is lower than the current offer, it may reduce transaction utility
and thereby suppress purchase intentions. Moreover, seeing a better prior deal may trigger
inaction inertia (Tykocinski et al., 1995), leading consumers to hesitate or defer the pur-
chase after realizing they missed a more favourable opportunity.

H1: Presenting a lower Omnibus Price (i.e., a lowest prior price below the current offer)
reduces consumers’ willingness to buy.

Hedonic Versus Utilitarian Goods

Previous research suggests that consumers evaluate hedonic (pleasurable, indulgent) and
utilitarian (functional, necessary) goods through different psychological processes (Dhar
& Wertenbroch, 2000; Hirschman & Holbrook, 1982). Utilitarian purchases are typically
planned, necessity-driven, and price-sensitive, whereas hedonic purchases involve more
affective motivations and may be less responsive to purely rational price comparisons
(Kivetz & Zheng, 2017).

There are competing perspectives on how price disclosures such as the Omnibus Price
might influence these product types. On the one hand, consumers are often more reluc-
tant to forgo hedonic goods due to their emotional appeal, suggesting such purchases may
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be less influenced by reference prices (Dhar & Wertenbroch, 2000). On the other hand,
hedonic goods are more discretionary and frequently require justification. Studies have
shown that promotions and price cues can help justify indulgent spending, making con-
sumers more responsive to such cues when evaluating hedonic products (Hsee et al., 2003;
Kivetz & Zheng, 2017; Okada, 2005). From this perspective, revealing a prior lower price
may weaken consumers’ justification for buying a hedonic item, leading to a sharper drop
in willingness to buy compared to utilitarian goods.

In contrast, although utilitarian goods may evoke stronger fairness concerns—such as
the discomfort of paying more than others recently did—they are often purchased out of
necessity, making the influence of reference prices less behaviourally potent despite poten-
tial negative affect (Chandon et al., 2000; Hsee et al., 2003). This suggests that both cat-
egories could plausibly be sensitive to Omnibus Price disclosures, but through different
psychological mechanisms: indulgence versus necessity, justification versus fairness, and
emotional control versus functional demand.

Given these competing perspectives, we hypothesize that the impact of the Omnibus
Price on willingness to buy will vary by product type.

H2: The effect of the Omnibus Price on willingness to buy differs between hedonic and
utilitarian goods.'

Financial Ignorance and Sensitivity to Price Transparency

The Omnibus Directive aims to promote more informed consumer decision-making by
enhancing price transparency. However, individuals vary widely in how they engage with
financial information. While some consumers actively seek out and process such disclo-
sures, others tend to avoid or ignore them—a behavioural tendency conceptualized as
Homo Ignorans (Hertwig & Engel, 2016; Tinghog et al., 2023). To capture these individual
differences, Barrafrem et al. (2024a) developed the Financial Homo Ignorans (FHI) scale,
a validated instrument designed to measure variation in financial information avoidance.
This Financial Homo Ignorans construct offers a valuable lens through which to under-
stand how individual differences in financial information processing may moderate the
behavioural effects of regulatory disclosures such as the Omnibus Price.

There are competing predictions regarding how financial ignorance may moderate the
effect of the Omnibus Price. On the one hand, individuals with higher levels of financial
ignorance may be less aware of misleading marketing practices and rely more heavily on
external reference points, making them more susceptible to the influence of a disclosed
lower prior price. On the other hand, the opposite outcome is also possible. Individuals
with higher levels of financial ignorance might disregard the additional information about
prior prices altogether. For example, Barrafrem, et al. (2024b) found in a behavioural
experiment that individuals with higher levels of financial ignorance were less likely to
seek out costless information that could improve their financial decisions.

Given these conflicting mechanisms and the lack of prior empirical evidence on this
relationship, we treat this hypothesis as exploratory.

! Note: Hypothesis 2 was pre-registered with a directional prediction that the effect of the Omnibus
Price would be stronger for hedonic than utilitarian goods. However, in light of theoretical ambiguity and
reviewer feedback, we now present the hypothesis in non-directional form to better reflect competing per-
spectives in the literature.
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H3: The effect of the Omnibus Price on willingness to buy varies with individuals’ level
of financial ignorance.”

Methods

We conducted an online experiment with 500 subjects recruited via Prolific with a sample
of UK residents (Palan & Schitter, 2018). The experiment was programmed in Qualtrics
and took about 3—4 min to complete. Following standard fees, subjects received a £1.05
completion fee. The hypotheses and the analysis plan for the study were pre-registered
ahead of data collection and are availble on OSF.> Data, STATA analysis file, and Qualtrics
survey can are available on OSE.*

Participants had to give their informed consent in order to participate in the experiment.
Participants were randomly assigned to either the Control (N, = 250) or the Omnibus
Price condition (N eymen = 250). In both conditions, subjects were presented with eight
consumer goods differing in price and hedonic/utilitarian dimension. The utilitarian goods
included the following: a vacuum cleaner, microwave oven, fridge, and electric radiator.
The hedonic goods included the following: perfume, luxurious hair removal tools, skincare
products, and premium on-ear headphones. Subjects were asked to indicate their willing-
ness to purchase each product using a four-point scale ranging from 1 (very unlikely) to 4
(very likely).

Each product was presented as being discounted by approximately 25% from a regu-
lar price. In the Control condition, participants saw only the regular price and the offered
discounted price. In the Omnibus Price condition, they were also shown the lowest price
from the past 30 days (the “Omnibus Price”), which was approximately 15% lower than
the offered price. Figure 1 illustrates the layout and price information as presented in the
Control condition (panel A) and the Omnibus Price condition (panel B). In all cases, the
Omnibus Price was lower than both the offered and regular prices. This design reflects a
core policy-relevant scenario targeted by the Directive—namely, cases where previously
lower prices are used to counteract inflated reference prices, creating a misleading impres-
sion of bargain value.

While the Directive does not currently apply in the UK, we chose a UK sample to cap-
ture consumer responses in a context where individuals have not been exposed to the regu-
lation or its framing in everyday retail settings. This provides a useful baseline for evaluat-
ing how unprimed consumers respond to transparent price disclosures.

After the product evaluations, participants completed a post-experimental questionnaire
including the 12-item Financial Homo Ignorans (FHI) Scale (Barrafrem, et al., 2024a),
which measures individual differences in financial information avoidance. Scores on the
FHI scale range from 1 (low financial ignorance) to 5 (high financial ignorance). The sur-
vey also included an attention check to ensure data quality and questions about gender, age,
education level, and gross monthly income.

2 Note: Hypothesis 3 was pre-registered with a directional prediction that individuals with higher financial
ignorance would be more sensitive to the Omnibus Price. However, in light of theoretical ambiguity and
reviewer feedback, we now present the hypothesis in non-directional form to better reflect competing per-
spectives in the literature and the absence of prior empirical evidence on this relationship.

3 https://osf.io/sdf8h/

4 https://osf.io/8f2cw/
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Regular Price 99-9-GBR
Sale 74.9 GBP

Regular Price 99-9-GBR
Sale 74.9 GBP

The lowest price in the last 30 days: 64.9 GBP

Fig.1 Example of presented price information across conditions in the experiment. A Control condition. B
Omnibus Price condition
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To test our hypotheses, we conducted panel linear regressions with random effects.
Hausman tests indicated that the estimates from the random-effects model are efficient and
consistent; hence, the random-effects specification is appropriate in our analysis. We speci-
fied the following models:

WTB;, = f, + p,treatment; + p,hedonic, + f3FHIL + u; + €5 1)

WTB,, = f, + p,treatment; + f,hedonic, + f;treatment; * hedonic, + f,FHI; + u; + £

@)
WTB, = f, + p,treatment; + p,hedonic, + f;FHL + f,treatment; * FHL + u; + &,

3)
where WTB,, is individual’s i willingness to buy good k, treatment; is a binary variable
that takes value 1 if an individual was assigned to the Omnibus Price condition and 0 if an
individual was assigned to the Control condition, hedonic, is a binary variable that takes
value 1 if a good k is hedonic and 0 if it is a utilitarian good, and FHI, is a Financial Homo
Ignorans score that measures the level of financial ignorance of an individual i. In addition,

we included control variables such as age, gender, education, and monthly gross income in
Egs. (2) and (3).

Results

We begin by comparing average willingness to buy across conditions. Figure 2 presents
average willingness to buy for all eight goods combined, as well as separately for utili-
tarian and hedonic goods. Between-group comparisons using independent-sample #-tests
indicate that willingness to buy was significantly lower when the Omnibus Price was dis-
closed. This effect was statistically significant for all goods combined (p <0.001), as well
as separately for utilitarian (p <0.001) and hedonic goods (p=0.004). These results sup-
port Hypothesis 1, indicating that the disclosure of a lower prior price reduces purchase
intentions.

Next, we turn to linear panel regression models with random effects and clustered stand-
ard errors at the individual level. Table 1 presents results from Models 1 through 5. Across
all model specifications, the main effect of the Omnibus Price condition is negative and
statistically significant. In Model 1, which includes no interaction terms or control vari-
ables, the coefficient for the Omnibus Price is f= —0.22, p<0.001, consistent with the
t-test results.

To test Hypothesis 2, we examine the interaction between the Omnibus Price and prod-
uct type (hedonic vs. utilitarian). Model 3 includes an interaction term between the Omni-
bus Price indicator and the hedonic product dummy. The interaction term is positive and
statistically significant (#=0.10, p <0.05), indicating that the negative effect of the Omni-
bus Price is less pronounced for hedonic goods. Specifically, the implied marginal effect
of the Omnibus Price is —0.17 for hedonic goods and —0.27 for utilitarian goods. These
results are robust to the inclusion of demographic controls (Model 4). Thus, the results
indicate that the Omnibus Price has a stronger negative impact on utilitarian goods than on
hedonic goods.

To test Hypothesis 3, we examine whether the effect of the Omnibus Price varies with
individuals’ level of financial ignorance, using an interaction term between the Omni-
bus Price indicator and the FHI score (Model 5). The interaction term is not statistically
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25

Wilingness to buy
™
o N
—

-

0.5

General Utilitarian Hedonic

m Control Omnibus Price

Fig.2 Average willingness to buy (on a scale from 1, very unlikely, to 4, very likely) for all goods together
and for utilitarian and hedonic goods separately. Bars show 95% confidence intervals

significant, providing no evidence that the effect of the Omnibus Price differs systemati-
cally by level of financial ignorance. Financial ignorance is positively associated with
purchase intentions in the Omnibus Price condition (f=0.18, p=0.007) but not in the
control group (#=0.07, p=0.353), although this difference was not statistically significant
as an interaction effect.

Taken together, the results suggest that the Omnibus Price reduces purchase intentions,
that this effect is stronger for utilitarian than hedonic goods, and provide no evidence that
this effect is systematically moderated by individual differences in financial information
avoidance.

Discussion and Conclusions

This study provides an experimental test of how consumers respond to reference price dis-
closures mandated by the EU’s Omnibus Pricing Directive. Our results indicate that show-
ing a lower prior price—the so-called Omnibus Price—significantly reduces purchase
intentions. This effect was robust across product types and held after controlling for soci-
odemographic factors. These findings support the behavioural rationale behind the Direc-
tive: Greater price transparency can dampen the psychological impact of inflated reference
prices and reduce potentially misinformed purchasing.

While prior studies have extensively documented reference price effects in consumer
psychology (e.g., Biswas & Blair, 1991; Compeau & Grewal, 1998; Krishna et al., 2002),
our study extends this literature by examining consumer responses to state-mandated ref-
erence prices. Unlike voluntary or strategic pricing cues used by marketers, the Omni-
bus Price is legally required and framed as a consumer protection measure. This shift in
source credibility and regulatory framing marks a meaningful theoretical extension, as it
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introduces a novel context where price anchors are interpreted as a form of consumer advo-
cacy rather than seller intent.

The omnibus price effect was stronger for utilitarian goods than for hedonic goods.
While prior research suggests that consumers are more emotionally attached to hedonic
goods and therefore less price-sensitive, our findings suggest a stronger aversion to per-
ceived overpayment in the context of functional purchases. This may reflect a greater
expectation of fairness and price consistency for utilitarian goods, where purchases are
more need-driven and cognitive in nature. Future research could further explore how
expectations of price fairness differ across consumption domains.

We found no evidence that financial ignorance, as measured by the Financial Homo
Ignorans (FHI) scale, moderated the effect of the Omnibus Price. Financial ignorance
was positively associated with willingness to buy in the Omnibus Price condition,
and the association was weaker and not statistically significant in the control condi-
tion. However, the difference between these associations was not statistically signifi-
cant when evaluated through the interaction term. This means that, although the simple
slopes varied in size, the results did not provide support for a meaningful moderation
effect. This null finding has several implications for consumer policy. It suggests that
mandated price-transparency measures may influence consumers broadly, regardless of
their propensity to avoid financial information. From a policy perspective, this indicates
that such disclosures could be effective without the need for extensive tailoring to dif-
ferent consumer segments. This stands in contrast to interventions that require voluntary
information search or numeric skills, which often benefit individuals who are already
more informed (Hastings et al., 2013; Lusardi & Mitchell, 2014). For example, financial
education programmes, price comparison websites, and optional cost calculators tend
to be used more frequently and more effectively by consumers who have higher finan-
cial literacy or stronger motivation to seek information. Consumers with higher levels
of financial ignorance are less likely to engage with such tools. Because the Omnibus
Price is presented automatically and in a clear and standardized format, it may help
reduce inequalities in information processing that commonly arise in financial decision-
making. Future research could examine whether similar patterns emerge in field settings
or in contexts where financial avoidance is more strongly triggered, such as complex
pricing environments or higher-stakes purchasing decisions.

Finally, the growing use of Al-assisted shopping tools adds further relevance to our
findings. Features such as ChatGPT’s shopping assistant capabilities, Google Shopping’s
Al-generated summaries, Amazon’s price insights, and Klarna’s price-comparison features
already help consumers check recent prices and judge whether a discount is genuine. If
these tools routinely show the lowest recent price, they may reinforce the transparency
effects we observe. In this sense, Al systems could act as informal “Omnibus Price assis-
tants” by helping consumers notice when a deal is not as good as it appears, even in mar-
kets where the Directive is not yet in place. Looking forward, such tools might eventually
complement or partially substitute for formal transparency rules by making price histories
more accessible to consumers. However, their reliability, neutrality, and consistency remain
uncertain, and regulated disclosures continue to offer clearer and more uniform protection.

Several limitations should be noted. First, our experimental design focused exclusively
on scenarios in which the Omnibus Price was lower than the current offer. While this
reflects the most policy-relevant use case—preventing inflated reference prices—it does
not allow us to assess consumer reactions in cases where the Omnibus Price is equal to
or higher than the sale price. Second, the study was conducted in the UK, a jurisdiction
where the Omnibus Directive is not in force. Although this limits direct generalizability to
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EU markets, it also offers a valuable baseline for understanding consumer responses in an
unregulated context, absent legal or cultural framing effects.

These findings have practical implications for policymakers and retailers. From a regu-
latory perspective, the results support ongoing EU efforts to strengthen consumer protec-
tion through transparent pricing. Mandating disclosure of the lowest price in the previ-
ous 30 days can help reduce impulse purchases that rely on misleading price anchors and
may foster greater trust in pricing practices over time. Because the observed effects were
similar across product categories and across levels of financial engagement, the Directive
may offer broad applicability without requiring extensive tailoring to specific consumer
segments.

At the same time, effective implementation presents several challenges. Regulators must
establish clear auditing standards and develop mechanisms to verify that the “lowest price
in 30 days” is calculated and disclosed correctly. This is particularly important for online
retail, where price changes occur frequently and may require new technical systems for
accurate tracking. For retailers, the results highlight a potential risk of negative consumer
reactions when prior prices are revealed to be lower than current offers. One way to address
this may be through greater contextual information, such as longer pricing histories or brief
explanations of fluctuations driven by seasonality or input costs.

In sum, our study contributes to ongoing efforts to understand the behavioural conse-
quences of consumer protection policies. As markets evolve and digital pricing becomes
more dynamic, understanding how consumers process regulated disclosures will be essen-
tial for ensuring both fairness and trust in pricing strategies.
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