
C H A P T E R 3 

The Cost of Zero Cost 
Why We Often Pay Too Much When 

We Pay Nothing 

Have you ever grabbed for a coupon offering a F R E E ! 

package of coffee beans—even though you don't drink 
coffee and don't even have a machine with which to brew it? 
What about all those F R E E ! extra helpings you piled on your 
plate at a buffet, even though your stomach had already 
started to ache from all the food you had consumed? And 
what about the worthless F R E E ! stuff you've accumulated— 
the promotional T-shirt from the radio station, the teddy bear 
that came with the box of Valentine chocolates, the magnetic 
calendar your insurance agent sends you each year? 

It's no secret that getting something free feels very good. 
Zero is not just another price, it turns out. Zero is an emo­
tional hot button—a source of irrational excitement. Would 
you buy something if it were discounted from 50 cents to 20 
cents? Maybe. Would you buy it if it were discounted from 50 
cents to two cents? Maybe. Would you grab it if it were dis­
counted from 50 cents to zero? You bet! 
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What is it about zero cost that we find so irresistible? Why 
does F R E E ! make us so happy? After all, F R E E ! can lead us 
into trouble: things that we would never consider purchasing 
become incredibly appealing as soon as they are F R E E ! For 
instance, have you ever gathered up free pencils, key chains, 
and notepads at a conference, even though you'd have to 
carry them home and would only throw most of them away? 
Have you ever stood in line for a very long time (too long), 
just to get a free cone of Ben and Jerry's ice cream? Or have 
you bought two of a product that you wouldn't have chosen 
in the first place, just to get the third one for free? 

Z E R O HAS HAD a long history. The Babylonians invented the 
concept of zero; the ancient Greeks debated it in lofty terms 
(how could something be nothing?); the ancient Indian scholar 
Pingala paired zero with the numeral 1 to get double digits; 
and both the Mayans and the Romans made zero part of their 
numeral systems. But zero really found its place about AD 498, 
when the Indian astronomer Aryabhata sat up in bed one 
morning and exclaimed, "Sthanam sthanam dasa gunam"— 
which translates, roughly, as "Place to place in 10 times in 
value." With that, the idea of decimal-based place-value nota­
tion was born. Now zero was on a roll: It spread to the Arab 
world, where it flourished; crossed the Iberian Peninsula to Eu­
rope (thanks to the Spanish Moors) ; got some tweaking from 
the Italians; and eventually sailed the Atlantic to the New 
World, where zero ultimately found plenty of employment (to­
gether with the digit 1) in a place called Silicon Valley. 

So much for a brief recounting of the history of zero. But 
the concept of zero applied to money is less clearly understood. 
In fact, I don't think it even has a history. Nonetheless, F R E E ! 
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has huge implications, extending not only to discount prices 
and promotions, but also to how F R E E ! can be used to help us 
make decisions that would benefit ourselves and society. 

If F R E E ! were a virus or a subatomic particle, I might use 
an electron microscope to probe the object under the lens, 
stain it with different compounds to reveal its nature, or 
somehow slice it apart to reveal its inner composition. In be­
havioral economics we use a different instrument, however, 
one that allows us to slow down human behavior and exam­
ine it frame by frame, as it unfolds. As you have undoubtedly 
guessed by now, this procedure is called an experiment. 

IN ONE EXPERIMENT , Kristina Shampanier (a PhD student at 
MIT) , Nina Mazar (a professor at the University of Toronto), 
and I went into the chocolate business. Well, sort of. We set up a 
table at a large public building and offered two kinds of 
chocolates—Lindt truffles and Hershey's Kisses. There was a 
large sign above our table that read, "One chocolate per cus­
tomer." Once the potential customers stepped closer, they could 
see the two types of chocolate and their prices.* 

For those of you who are not chocolate connoisseurs, Lindt 
is produced by a Swiss firm that has been blending fine cocoas 
for 160 years. Lindt's chocolate truffles are particularly prized— 
exquisitely creamy and just about irresistible. They cost about 
30 cents each when we buy them in bulk. Hershey's Kisses, on 
the other hand, are good little chocolates, but let's face it, they 
are rather ordinary: Hershey cranks out 80 million Kisses a 
day. In Hershey, Pennsylvania, even the streetlamps are made 
in the shape of the ubiquitous Hershey's Kiss. 

*We posted the prices so that they were visible only when people got close to the table. 
We did this because we wanted to make sure that we did not a t t r a c t different types of 
people in the different condit ions—avoiding what is called self-selection. 
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So what happened when the "customers" flocked to our 
table? When we set the price of a Lindt truffle at 15 cents and 
a Kiss at one cent, we were not surprised to find that our cus­
tomers acted with a good deal of rationality: they compared 
the price and quality of the Kiss with the price and quality of 
the truffle, and then made their choice. About 73 percent of 
them chose the truffle and 27 percent chose a Kiss. 

Now we decided to see how F R E E ! might change the situation. 
So we offered the Lindt truffle for 14 cents and the Kisses free. 
Would there be a difference? Should there be? After all, we had 
merely lowered the price of both kinds of chocolate by one cent. 

But what a difference F R E E ! made. The humble Hershey's 
Kiss became a big favorite. Some 69 percent of our customers 
(up from 27 percent before) chose the F R E E ! Kiss, giving up 
the opportunity to get the Lindt truffle for a very good price. 
Meanwhile, the Lindt truffle took a tumble; customers choos­
ing it decreased from 73 to 31 percent. 

What was going on here? First of all, let me say that there are 
many times when getting F R E E ! items can make perfect sense. 
If you find a bin of free athletic socks at a department store, for 
instance, there's no downside to grabbing all the socks you can. 
The critical issue arises when F R E E ! becomes a struggle be­
tween a free item and another item—a struggle in which the 
presence of F R E E ! leads us to make a bad decision. For instance, 
imagine going to a sports store to buy a pair of white socks, the 
kind with a nicely padded heel and a gold toe. Fifteen minutes 
later you're leaving the store, not with the socks you came in for, 
but with a cheaper pair that you don't like at all (without a pad­
ded heel and gold toe) but that came in a package with a F R E E ! 

second pair. This is a case in which you gave up a better deal 
and settled for something that was not what you wanted, just 
because you were lured by the F R E E ! 
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To replicate this experience in our chocolate experiment, 
we told our customers that they could choose only a single 
sweet—the Kiss or the truffle. It was an either-or decision, like 
choosing one kind of athletic sock over another. That's what 
made the customers' reaction to the FREE ! Kiss so dramatic: 
Both chocolates were discounted by the same amount of 
money. The relative price difference between the two was 
unchanged—and so was the expected pleasure from both. 

According to standard economic theory (simple cost-
benefit analysis), then, the price reduction should not lead to 
any change in the behavior of our customers. Before, about 27 
percent chose the Kiss and 73 percent chose the truffle. And 
since nothing had changed in relative terms, the response to 
the price reduction should have been exactly the same. A 
passing economist, twirling his cane and espousing conven­
tional economic theory, in fact, would have said that since 
everything in the situation was the same, our customers should 
have chosen the truffles by the same margin of preference.* 

And yet here we were, with people pressing up to the table 
to grab our Hershey's Kisses, not because they had made a 
reasoned cost-benefit analysis before elbowing their way in, 
but simply because the Kisses were F R E E ! HOW strange (but 
predictable) we humans are! 

THIS CONCLUSION, INCIDENTALLY , remained the same in 
other experiments as well. In one case we priced the Hershey's 
Kiss at two cents, one cent, and zero cents, while pricing the 
truffle correspondingly at 27 cents, 26 cents, and 25 cents. 

*For a more detailed account of how a rational consumer should make decisions in these 
cases, see the appendix to this chapter. 
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We did this to see if discounting the Kiss from two cents to 
one cent and the truffle from 27 cents to 26 cents would make 
a difference in the proportion of buyers for each. It didn't. 
But, once again, when we lowered the price of the Kiss to 
free, the reaction was dramatic. The shoppers overwhelm­
ingly demanded the Kisses. 

We decided that perhaps the experiment had been tainted, 
since shoppers may not feel like searching for change in a 
purse or backpack, or they may not have any money on them. 
Such an effect would artificially make the free offer seem 
more attractive. To address this possibility, we ran other ex­
periments at one of MIT ' s cafeterias. In this setup, the choco­
lates were displayed next to the cashier as one of the cafeteria's 
regular promotions and the students who were interested in 
the chocolates simply added them to the lunch purchase, and 
paid for them while going through the cashier's line. What 
happened? The students still went overwhelmingly for the 
F R E E ! option. 

W H A T IS IT about F R E E ! that's so enticing? Why do we have 
an irrational urge to jump for a F R E E ! item, even when it's 
not what we really want? 

I believe the answer is this. Most transactions have an up­
side and a downside, but when something is F R E E ! we forget 
the downside, F R E E ! gives us such an emotional charge that 
we perceive what is being offered as immensely more valu­
able than it really is. Why? I think it's because humans are 
intrinsically afraid of loss. The real allure of F R E E ! is tied to 
this fear. There's no visible possibility of loss when we choose 
a F R E E ! item (it's free). But suppose we choose the item that's 
not free. Uh-oh, now there's a risk of having made a poor 
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decision—the possibility of a loss. And so, given the choice, 
we go for what is free. 

For this reason, in the land of pricing, zero is not just an­
other price. Sure, 10 cents can make a huge difference in de­
mand (suppose you were selling millions of barrels of oil), 
but nothing beats the emotional surge of F R E E ! This, the 
zero price effect, is in a category all its own. 

To be sure, "buying something for nothing" is a bit of an 
oxymoron. But let me give you an example of how we often 
fall into the trap of buying something we may not want, sim­
ply because of that sticky substance, F R E E ! 

I recently saw a newspaper ad from a major electronics 
maker, offering me seven F R E E ! D V D titles if I purchased the 
maker's new high-definition D V D player. First of all, do I 
need a high-definition player right now? Probably not. But 
even if I did, wouldn't it be wiser to wait for prices to de­
scend? They always do—and today's $600 high-definition 
D V D player will very quickly be tomorrow's $200 machine. 
Second, the D V D maker had a clear agenda behind its offer. 
This company's high-definition D V D system is in cutthroat 
competition with Blu-Ray, a system backed by many other 
manufacturers. Right now, Blu-Ray is ahead and could pos­
sibly dominate the market. So how much is F R E E ! when the 
machine being offered may find its way into obsolescence 
(like Betamax VCRs) ? Those are two rational thoughts that 
might prevent us from falling under the spell of F R E E ! But, 
gee, those F R E E ! D V D S certainly look good! 

GETTING SOMETHING FREE ! is certainly a draw when we 
talk about prices. But what would happen if the offer was not 
a free price, but a free exchange? Are we as susceptible to free 
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products as we are to getting products for free? A few years 
ago, with Halloween drawing near, I had an idea for an ex­
periment to probe that question. This time I wouldn't even 
have to leave my home to get my answers. 

Early in the evening, Joey, a nine-year-old kid dressed as 
Spider-Man and carrying a large yellow bag, climbed the 
stairs of our front porch. His mother accompanied him, to 
ensure that no one gave her kid an apple with a razor blade 
inside. (By the way, there never was a case of razor blades be­
ing distributed in apples on Halloween; it is just an urban 
myth.) She stayed on the sidewalk, however, to give Joey the 
feeling that he was trick-or-treating by himself. 

After the traditional query, "Trick or treat?" I asked Joey 
to hold open his right hand. I placed three Hershey's Kisses 
in his palm and asked him to hold them there for a moment. 
"You can also get one of these two Snickers bars," I said, 
showing him a small one and a large one. "In fact, if you give 
me one of those Hershey's Kisses I will give you this smaller 
Snickers bar. And if you give me two of your Hershey's Kisses, 
I will give you this larger Snickers bar." 

Now a kid may dress up like a giant spider, but that 
doesn't mean he's stupid. The small Snickers bar weighed 
one ounce, and the large Snickers bar weighed two ounces. 
All Joey had to do was give me one additional Hershey's Kiss 
(about 0.16 ounce) and he would get an extra ounce of Snick­
ers. This deal might have stumped a rocket scientist, but for 
a nine-year-old boy, the computation was easy: he'd get more 
than six times the return on investment (in the net weight of 
chocolate) if he went for the larger Snickers bar. In a flash 
Joey put two of his Kisses into my hand, took the two-ounce 
Snickers bar, and dropped it into his bag. 

Joey wasn't alone in making this snap decision. All but 
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one of the kids to whom I presented this offer traded in two 
Kisses for the bigger candy bars. 

Zoe was the next kid to walk down the street. She was 
dressed as a princess, in a long white dress, with a magic 
wand in one hand and an orange Halloween pumpkin bucket 
in the other. Her younger sister was resting comfortably in 
their father's arms, looking cute and cuddly in her bunny 
outfit. As they approached, Zoe called out, in a high, cute 
voice, "Trick or treat!" In the past I admit that I have some­
times devilishly replied, "Trick!" Most kids stand there, baf­
fled, having never thought through their question to see that 
it allowed an alternative answer. 

In this case I gave Zoe her treat—three Hershey's Kisses. 
But I did have a trick up my sleeve. I offered little Zoe a deal: 
a choice between getting a large Snickers bar in exchange for 
one of her Hershey's Kisses, or getting the small Snickers bar 
for F R E E ! without giving up any Hershey's Kisses. 

Now, a bit of rational calculation (which in Joey's case 
was amply demonstrated) would show that the best deal is 
to forgo the free small Snickers bar, pay the cost of one ad­
ditional Hershey's Kiss, and go for the large Snickers bar. 
On an ounce-for-ounce comparison, it was far better to 
give up one additional Hershey's Kiss and get the larger 
Snickers bar (two ounces) instead of a smaller Snickers bar 
(one ounce). This logic was perfectly clear to Joe and the 
kids who encountered the condition in which both Snickers 
bars had a cost. But what would Zoe do? Would her clever 
kid's mind make that rational choice—or would the fact 
that the small Snickers bar was F R E E ! blind her to the ratio­
nally correct answer? 

As you might have guessed by now, Zoe, and the other 
kids to whom I offered the same deal, was completely blinded 
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by F R E E ! About 70 percent of them gave up the better deal, 
and took the worse deal just because it was F R E E ! 

Just in case you think Kristina, Nina, and I make a habit 
of picking on kids, I'll mention that we repeated the experi­
ment with bigger kids, in fact students at the M I T student 
center. The results replicated the pattern we saw on Hallow­
een. Indeed, the draw of zero cost is not limited to monetary 
transactions. Whether it's products or money, we just can't 
resist the gravitational pull of F R E E ! 

So DO YOU think you have a handle on F R E E ! ? 

OK. Here's a quiz. Suppose I offered you a choice be­
tween a free $10 Amazon gift certificate and a $20 gift cer­
tificate for seven dollars. Think quickly. Which would you 
take? 

If you jumped for the F R E E ! certificate, you would have 
been like most of the people we tested at one of the malls in 
Boston. But look again: a $20 gift certificate for seven dollars 
delivers a $13 profit. That's clearly better than getting a $10 
certificate free (earning $10) . Can you see the irrational be­
havior in action ? * 

L E T ME TELL you a story that describes the real influence of 
F R E E ! on our behavior. A few years ago, Amazon.com started 
offering free shipping of orders over a certain amount. Some­
one who purchased a single book for $16.95 might pay an 
additional $3.95 for shipping, for instance. But if the cus-

*We also conducted the exper iment offering the $10 gift certificate for one dollar and 
the $20 certificate for eight dol lars . Thi s t ime most of the participants jumped for the 
$20 certif icate. 
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tomer bought another book, for a total of $31.90, they would 
get their shipping F R E E ! 

Some of the purchasers probably didn't want the second 
book (and I am talking here from personal experience) but 
the F R E E ! shipping was so tempting that to get it, they were 
willing to pay the cost of the extra book. The people at Ama­
zon were very happy with this offer, but they noticed that in 
one place—France—there was no increase in sales. Is the 
French consumer more rational than the rest of us? Unlikely. 
Rather, it turned out, the French customers were reacting to 
a different deal. 

Here's what happened. Instead of offering F R E E ! shipping 
on orders over a certain amount, the French division priced 
the shipping for those orders at one franc. Just one franc— 
about 20 cents. This doesn't seem very different from F R E E ! 

but it was. In fact, when Amazon changed the promotion in 
France to include free shipping, France joined all the other 
countries in a dramatic sales increase. In other words, 
whereas shipping for one franc—a real bargain—was virtu­
ally ignored by the French, F R E E ! shipping caused an enthu­
siastic response. 

America Online (AOL) had a similar experience several 
years ago when it switched from pay-per-hour service to a 
monthly payment schedule (in which you could log in as 
many hours as you wanted for a fixed $19.95 per month). In 
preparation for the new price structure, AOL geared up for 
what it estimated would be a small increase in demand. 
What did it get? An overnight increase from 140,000 to 
236,000 customers logging into the system, and a doubling 
of the average time online. That may seem good—but it 
wasn't good. AOL's customers encountered busy phone lines, 
and soon AOL was forced to lease services from other online 
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providers (who were only too happy to sell bandwidth to 
AOL—at the premium of snow shovels in a snowstorm). 
What Bob Pittman (the president of AOL at the time) didn't 
realize was that consumers would respond to the allure of 
F R E E ! like starving people at a buffet. 

W H E N CHOOSING BETWEEN two products, then, we often 
overreact to the free one. We might opt for a F R E E ! checking 
account (with no benefits attached) rather than one that costs 
five dollars a month. But if the five-dollar checking account 
includes free traveler's checks, online billing, etc., and the 
F R E E ! one doesn't, we may end up spending more for this 
package of services with the F R E E ! account than with the 
five-dollar account. Similarly, we might choose a mortgage 
with no closing costs, but with interest rates and fees that are 
off the wall; and we might get a product we don't really want 
simply because it comes with a free gift. 

My most recent personal encounter with this involved a 
car. When I was looking for a new car a few years ago, I knew 
that I really should buy a minivan. In fact, I had read up on 
Honda minivans and knew all about them. But then an Audi 
caught my eye, at first through an appealing offer—FREE ! oil 
changes for the next three years. How could I resist? 

To be perfectly honest, the Audi was sporty and red, and 
I was still resisting the idea of being a mature and responsible 
father to two young kids. It wasn't as if the free oil change 
completely swayed me, but its influence on me was, from a 
rational perspective, unjustifiably large. Just because it was 
F R E E ! it served as an additional allure that I could cling to. 

So I bought the Audi—and the F R E E ! oil. (A few months 
later, while I was driving on a highway, the transmission 
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broke—but that is a different story.) Of course, with a cooler 
head I might have made a more rational calculation. I drive 
about 7,000 miles a year; the oil needs to be changed every 
10,000 miles; and the cost per change is about $75. Over three 
years, then, I would save about $150, or about 0.5 percent of 
the purchase price of the car—not a good reason to base my 
decision on. It gets worse, though: now I have an Audi that is 
packed to the ceiling with action figures, a stroller, a bike, and 
other kids' paraphernalia. Oh, for a minivan. 

T H E CONCEPT OF zero also applies to time. Time spent on 
one activity, after all, is time taken away from another. So if 
we spend 45 minutes in a line waiting for our turn to get a 
F R E E ! taste of ice cream, or if we spend half an hour filling 
out a long form for a tiny rebate, there is something else that 
we are not doing with our time. 

My favorite personal example is free-entrance day at a 
museum. Despite the fact that most museums are not very 
expensive, I find it much more appealing to satisfy my desire 
for art when the price is zero. Of course I am not alone in this 
desire. So on these days I usually find that the museum is 
overcrowded, the line is long, it is hard to see anything, and 
fighting the crowds around the museum and in the cafeteria 
is unpleasant. Do I realize that it is a mistake to go to a mu­
seum when it is free? You bet I do—but I go nevertheless. 

Z E R O MAY ALSO affect food purchases. Food manufacturers 
have to convey all kinds of information on the side of the 
box. They have to tell us about the calories, fat content, fiber, 
etc. Is it possible that the same attraction we have to zero 
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price could also apply to zero calories, zero trans fats, zero 
carbs, etc.? If the same general rules apply, Pepsi will sell 
more cans if the label says "zero calories" than if it says "one 
calorie." 

Suppose you are at a bar, enjoying a conversation with 
some friends. With one brand you get a calorie-free beer, and 
with another you get a three-calorie beer. Which brand will 
make you feel that you are drinking a really light beer? Even 
though the difference between the two beers is negligible, the 
zero-calorie beer will increase the feeling that you're doing 
the right thing, healthwise. You might even feel so good that 
you go ahead and order a plate of fries. 

So YOU CAN maintain the status quo with a 20-cent fee (as in 
the case of Amazon's shipping in France), or you can start a 
stampede by offering something F R E E ! Think how powerful 
that idea is! Zero is not just another discount. Zero is a dif­
ferent place. The difference between two cents and one cent 
is small. But the difference between one cent and zero is 
huge! 

If you are in business, and understand that, you can do 
some marvelous things. Want to draw a crowd? Make some­
thing F R E E ! Want to sell more products? Make part of the 
purchase F R E E ! 

Similarly, we can use F R E E ! to drive social policy. Want 
people to drive electric cars? Don't just lower the registration 
and inspection fees—eliminate them, so that you have cre­
ated F R E E ! In the same way, if health is your concern, focus 
on early detection as a way to eliminate the progression of 
severe illnesses. Want people to do the right thing—in terms 
of getting regular colonoscopies, mammograms, cholesterol 
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checks, diabetes checks, and such? Don't just decrease the 
cost (by decreasing the co-pay). Make these critical proce­
dures F R E E ! 

I don't think most policy strategists realize that F R E E ! is 
an ace in their hand, let alone know how to play it. It's cer­
tainly counterintuitive, in these times of budget cutbacks, to 
make something F R E E ! But when we stop to think about it, 
F R E E ! can have a great deal of power, and it makes a lot of 
sense. 
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A P P E N D I X : C H A P T E R 3 

Let me explain how the logic of standard economic theory 
would apply to our setting. When a person can select one and 
only one of two chocolates, he needs to consider not the ab­
solute value of each chocolate but its relative value—what he 
gets and what he gives up. As a first step the rational con­
sumer needs to compute the relative net benefits of the two 
chocolates (the value of the expected taste minus the cost), 
and make a decision based on which chocolate has the larger 
net benefit. How would this look when the cost of the Lindt 
truffle was 15 cents and the cost of the Hershey's Kiss was one 
cent? The rational consumer would estimate the amount of 
pleasure he expects to get from the truffle and the Kiss (let's 
say this is 50 pleasure units and five pleasure units, respec­
tively) and subtract the displeasure he would get from paying 
15 cents and one cent (let's say this is 15 displeasure units and 
one displeasure unit, respectively). This would give him a 
total expected pleasure of 35 pleasure units ( 5 0 - 1 5 ) for the 
truffle, and a total expected pleasure of four pleasure units 
( 5 - 1 ) for the Kiss. The truffle leads by 31 points, so it's an 
easy choice—the truffle wins hands down. 

What about the case when the cost is reduced by the same 
amount for both products? (Truffles cost 14 cents and the 
Kiss is free.) The same logic applies. The taste of the chocolates 
has not changed, so the rational consumer would estimate 
the pleasure to be 50 and five pleasure units, respectively. 
What has changed is the displeasure. In this setting the 
rational consumer would have a lower level of displeasure for 
both chocolates because the prices have been reduced by one 
cent (and one displeasure unit). Here is the main point: be­
cause both products were discounted by the same amount, 
their relative difference would be unchanged. The total ex-
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pected pleasure for the truffle would now be 36 pleasure 
units ( 5 0 - 1 4 ) , and the total expected pleasure for the Kiss 
would now be five pleasure units ( 5 - 0 ) . The truffle leads by 
the same 31 points, so it should be the same easy choice. The 
truffle wins hands down. 

This is how the pattern of choice should look, if the only 
forces at play were those of a rational cost-benefit analysis. 
The fact that the results from our experiments are so differ­
ent tells us loud and clear that something else is going on, 
and that the price of zero plays a unique role in our deci­
sions. 
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C H A P T E R 4 

The Cost of Social Norms 
Why We Are Happy to Do Things, but Not 

When We Are Paid to Do Them 

ou are at your mother-in-law's house for Thanksgiving 

_L dinner, and what a sumptuous spread she has put on the 
table for you! The turkey is roasted to a golden brown; the 
stuffing is homemade and exactly the way you like it. Your 
kids are delighted: the sweet potatoes are crowned with 
marshmallows. And your wife is flattered: her favorite recipe 
for pumpkin pie has been chosen for dessert. 

The festivities continue into the late afternoon. You loosen 
your belt and sip a glass of wine. Gazing fondly across the 
table at your mother-in-law, you rise to your feet and pull out 
your wallet. "Mom, for all the love you've put into this, how 
much do I owe you?" you say sincerely. As silence descends 
on the gathering, you wave a handful of bills. "Do you think 
three hundred dollars will do it? No, wait, I should give you 
four hundred!" 

This is not a picture that Norman Rockwell would have 
painted. A glass of wine falls over; your mother-in-law stands 
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up red-faced; your sister-in-law shoots you an angry look; 
and your niece bursts into tears. Next year's Thanksgiving 
celebration, it seems, may be a frozen dinner in front of the 
television set. 

WHAT'S GOING ON here? Why does an offer for direct pay­
ment put such a damper on the party? As Margaret Clark, 
Judson Mills, and Alan Fiske suggested a long time ago, the 
answer is that we live simultaneously in two different worlds— 
one where social norms prevail, and the other where market 
norms make the rules. The social norms include the friendly 
requests that people make of one another. Could you help me 
move this couch? Could you help me change this tire? Social 
norms are wrapped up in our social nature and our need for 
community. They are usually warm and fuzzy. Instant pay­
backs are not required: you may help move your neighbor's 
couch, but this doesn't mean he has to come right over and 
move yours. It's like opening a door for someone: it provides 
pleasure for both of you, and reciprocity is not immediately 
required. 

The second world, the one governed by market norms, is 
very different. There's nothing warm and fuzzy about it. The 
exchanges are sharp-edged: wages, prices, rents, interest, and 
costs-and-benefits. Such market relationships are not neces­
sarily evil or mean—in fact, they also include self-reliance, 
inventiveness, and individualism—but they do imply compa­
rable benefits and prompt payments. When you are in the 
domain of market norms, you get what you pay for—that's 
just the way it is. 

When we keep social norms and market norms on their 
separate paths, life hums along pretty well. Take sex, for in-
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stance. We may have it free in the social context, where it is, 
we hope, warm and emotionally nourishing. But there's also 
market sex, sex that is on demand and that costs money. 
This seems pretty straightforward. We don't have husbands 
(or wives) coming home asking for a $50 trick; nor do we 
have prostitutes hoping for everlasting love. 

When social and market norms collide, trouble sets in. 
Take sex again. A guy takes a girl out for dinner and a movie, 
and he pays the bills. They go out again, and he pays the bills 
once more. They go out a third time, and he's still springing 
for the meal and the entertainment. At this point, he's hoping 
for at least a passionate kiss at the front door. His wallet is 
getting perilously thin, but worse is what's going on in his 
head: he's having trouble reconciling the social norm (court­
ship) with the market norm (money for sex). On the fourth 
date he casually mentions how much this romance is costing 
him. Now he's crossed the line. Violation! She calls him a 
beast and storms off. He should have known that one can't 
mix social and market norms—especially in this case—with­
out implying that the lady is a tramp. He should also have 
remembered the immortal words of Woody Allen: "The most 
expensive sex is free sex." 

A FEW YEARS ago, James Heyman (a professor at the Univer­
sity of St. Thomas) and I decided to explore the effects of so­
cial and market norms. Simulating the Thanksgiving incident 
would have been wonderful, but considering the damage we 
might have done to our participants' family relationships, we 
chose something more mundane. In fact, it was one of the 
most boring tasks we could find (there is a tradition in social 
science of using very boring tasks). 
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In this experiment, a circle was presented on the left side 
of a computer screen and a box was presented on the right. 
The task was to drag the circle, using the computer mouse, 
onto the square. Once the circle was successfully dragged to 
the square, it disappeared from the screen and a new circle 
appeared at the starting point. We asked the participants to 
drag as many circles as they could, and we measured how 
many circles they dragged within five minutes. This was our 
measure of their labor output—the effort that they would 
put into this task. 

How could this setup shed light on social and market ex­
changes? Some of the participants received five dollars for 
participating in the short experiment. They were given the 
money as they walked into the lab; and they were told that at 
the end of the five minutes, the computer would alert them 
that the task was done, at which point they were to leave the 
lab. Because we paid them for their efforts, we expected them 
to apply market norms to this situation and act accordingly. 

Participants in a second group were presented with the 
same basic instructions and task; but for them the reward 
was much lower (50 cents in one experiment and 10 cents in 
the other). Again we expected the participants to apply mar­
ket norms to this situation and act accordingly. 

Finally, we had a third group, to whom we introduced the 
tasks as a social request. We didn't offer the participants in 
this group anything concrete in return for their effort; nor 
did we mention money. It was merely a favor that we asked of 
them. We expected these participants to apply social norms 
to the situation and act accordingly. 

How hard did the different groups work? In line with the 
ethos of market norms, those who received five dollars 
dragged on average 159 circles, and those who received 50 
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cents dragged on average 101 circles. As expected, more 
money caused our participants to be more motivated and 
work harder (by about 50 percent). 

What about the condition with no money? Did these 
participants work less than the ones who got the low mon­
etary payment—or, in the absence of money, did they apply 
social norms to the situation and work harder? The results 
showed that on average they dragged 168 circles, much more 
than those who were paid 50 cents, and just slightly more 
than those who were paid five dollars. In other words, our 
participants worked harder under the nonmonetary social 
norms than for the almighty buck (OK, 50 cents). 

Perhaps we should have anticipated this. There are many 
examples to show that people will work more for a cause than 
for cash. A few years ago, for instance, the AARP asked some 
lawyers if they would offer less expensive services to needy 
retirees, at something like $30 an hour. The lawyers said no. 
Then the program manager from AARP had a brilliant idea: 
he asked the lawyers if they would offer free services to needy 
retirees. Overwhelmingly, the lawyers said yes. 

What was going on here? How could zero dollars be more 
attractive than $30? When money was mentioned, the law­
yers used market norms and found the offer lacking, relative 
to their market salary. When no money was mentioned they 
used social norms and were willing to volunteer their time. 
Why didn't they just accept the $30, thinking of themselves 
as volunteers who received $30? Because once market norms 
enter our considerations, the social norms depart. 

A similar lesson was learned by Nachum Sicherman, an 
economics professor at Columbia, who was taking martial 
arts lessons in Japan. The sensei (the master teacher) was not 
charging the group for the training. The students, feeling 
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that this was unfair, approached the master one day and sug­
gested that they pay him for his time and effort. Setting down 
his bamboo shinai, the master calmly replied that if he 
charged them, they would not be able to afford him. 

IN THE PREVIOUS experiment, then, those who got paid 50 
cents didn't say to themselves, "Good for me; I get to do this 
favor for these researchers, and I am getting some money out 
of this," and continue to work harder than those who were 
paid nothing. Instead they switched themselves over to the 
market norms, decided that 50 cents wasn't much, and 
worked halfheartedly. In other words, when the market 
norms entered the lab, the social norms were pushed out. 

But what would happen if we replaced the payments with a 
gift? Surely your mother-in-law would accept a good bottle of 
wine at dinner. Or how about a housewarming present (such 
as an eco-friendly plant) for a friend? Are gifts methods of 
exchange that keep us within the social exchange norms? 
Would participants receiving such gifts switch out of the so­
cial norms and into market norms, or would offering gifts as 
rewards maintain the participants in the social world? 

To find out just where gifts fall on the line between social 
and market norms, James and I decided on a new experi­
ment. This time, we didn't offer our participants money for 
dragging circles across a computer screen; we offered them 
gifts instead. We replaced the 50-cent reward with a Snickers 
bar (worth about 50 cents), and the five-dollar incentive with 
a box of Godiva chocolates (worth about five dollars). 

The participants came to the lab, got their reward, worked 
as much as they liked, and left. Then we looked at the results. 
As it turned out, all three experimental groups worked about 
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equally hard during the task, regardless of whether they got a 
small Snickers bar (these participants dragged on average 162 
circles), the Godiva chocolates (these participants dragged 
on average 169 circles), or nothing at all (these participants 
dragged on average 168 circles). The conclusion: no one is 
offended by a small gift, because even small gifts keep us in 
the social exchange world and away from market norms. 

BUT WHAT WOULD H A P P E N if we mixed the signals for the 
two types of norms? What would happen if we blended the 
market norm with the social norm? In other words, if we said 
that we would give them a "50-cent Snickers bar" or a "five-
dollar box of Godiva chocolates," what would the partici­
pants do ? Would a "50-cent Snickers bar" make our participants 
work as hard as a "Snickers bar" made them work; or would 
it make them work halfheartedly, as the 50-cents made them 
work? Or would it be somewhere in the middle? The next 
experiment tested these ideas. 

As it turned out, the participants were not motivated to 
work at all when they got the 50-cent Snickers bar, and in 
fact the effort they invested was the same as when they got a 
payment of 50 cents. They reacted to the explicitly priced gift 
in exactly the way they reacted to cash, and the gift no longer 
invoked social norms—by the mention of its cost, the gift had 
passed into the realm of market norms. 

By the way, we replicated the setup later when we asked 
passersby whether they would help us unload a sofa from a 
truck. We found the same results. People are willing to work 
free, and they are willing to work for a reasonable wage; but 
offer them just a small payment and they will walk away. 
Gifts are also effective for sofas, and offering people a gift, 
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*This general procedure is called priming, and the unscrambling task is used to get 
part ic ipants to think about a part icu lar topic—without direct instructions to do so. 
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even a small one, is sufficient to get them to help; but men­
tion what the gift cost you, and you will see the back of them 
faster than you can say market norms. 

T H E S E RESULTS SHOW that for market norms to emerge, it is 
sufficient to mention money (even when no money changes 
hands). But, of course, market norms are not just about 
effort—they relate to a broad range of behaviors, including 
self-reliance, helping, and individualism. Would simply get­
ting people to think about money influence them to behave 
differently in these respects? This premise was explored in a 
set of fantastic experiments by Kathleen Vohs (a professor at 
the University of Minnesota), Nicole Mead (a graduate stu­
dent at Florida State University), and Miranda Goode (a 
graduate student at the University of British Columbia). 

They asked the participants in their experiments to com­
plete a "scrambled-sentence task," that is, to rearrange sets of 
words to form sentences. For the participants in one group, 
the task was based on neutral sentences (for example, "It's 
cold outside"); for the other group, the task was based on 
sentences or phrases related to money (for example, "High-
paying salary"*). Would thinking about money in this man­
ner be sufficient to change the way participants behave? 

In one of the experiments, the participants finished the 
unscrambling task and were then given a difficult puzzle, in 
which they had to arrange 12 disks into a square. As the ex­
perimenter left the room, he told them that they could come 
to him if they needed any help. Who do you think asked for 
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help sooner—those who had worked on the "salary" sen­
tences, with their implicit suggestion of money; or those who 
had worked on the "neutral" sentences, about the weather 
and other such topics? As it turned out, the students who had 
first worked on the "salary" task struggled with the puzzle 
for about five and a half minutes before asking for help, 
whereas those who had first worked on the neutral task asked 
for help after about three minutes. Thinking about money, 
then, made the participants in the "salary" group more self-
reliant and less willing to ask for help. 

But these participants were also less willing to help oth­
ers. In fact, after thinking about money these participants 
were less willing to help an experimenter enter data, less 
likely to assist another participant who seemed confused, 
and less likely to help a "stranger" (an experimenter in dis­
guise) who "accidentally" spilled a box of pencils. 

Overall, the participants in the "salary" group showed 
many of the characteristics of the market: they were more 
selfish and self-reliant; they wanted to spend more time alone; 
they were more likely to select tasks that required individual 
input rather than teamwork; and when they were deciding 
where they wanted to sit, they chose seats farther away from 
whomever they were told to work with. Indeed, just thinking 
about money makes us behave as most economists believe we 
behave—and less like the social animals we are in our daily 
lives. 

This leads me to a final thought: when you're in a restau­
rant with a date, for heaven's sake don't mention the price of 
the selections. Yes, they're printed clearly on the menu. Yes, 
this might be an opportunity to impress your date with the 
caliber of the restaurant. But if you rub it in, you'll be likely 
to shift your relationship from the social to the market norm. 
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Yes, your date may fail to recognize how much this meal is 
setting you back. Yes, your mother-in-law may assume that 
the bottle of wine you've presented is a $10 blend, when it's a 
$60 special reserve merlot. That's the price you have to pay, 
though, to keep your relationships in the social domain and 
away from market norms. 

So WE LIVE in two worlds: one characterized by social ex­
changes and the other characterized by market exchanges. 
And we apply different norms to these two kinds of relation­
ships. Moreover, introducing market norms into social ex­
changes, as we have seen, violates the social norms and hurts 
the relationships. Once this type of mistake has been com­
mitted, recovering a social relationship is difficult. Once 
you've offered to pay for the delightful Thanksgiving dinner, 
your mother-in-law will remember the incident for years to 
come. And if you've ever offered a potential romantic partner 
the chance to cut to the chase, split the cost of the courting 
process, and simply go to bed, the odds are that you will have 
wrecked the romance forever. 

My good friends Uri Gneezy (a professor at the University 
of California at San Diego) and Aldo Rustichini (a professor at 
the University of Minnesota) provided a very clever test of 
the long-term effects of a switch from social to market norms. 

A few years ago, they studied a day care center in Israel to 
determine whether imposing a fine on parents who arrived 
late to pick up their children was a useful deterrent. Uri and 
Aldo concluded that the fine didn't work well, and in fact it 
had long-term negative effects. Why? Before the fine was in­
troduced, the teachers and parents had a social contract, with 
social norms about being late. Thus, if parents were late—as 
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they occasionally were—they felt guilty about it—and their 
guilt compelled them to be more prompt in picking up their 
kids in the future. (In Israel, guilt seems to be an effective 
way to get compliance.) But once the fine was imposed, the 
day care center had inadvertently replaced the social norms 
with market norms. Now that the parents were paying for 
their tardiness, they interpreted the situation in terms of mar­
ket norms. In other words, since they were being fined, they 
could decide for themselves whether to be late or not, and 
they frequently chose to be late. Needless to say, this was not 
what the day care center intended. 

BUT THE REAL story only started here. The most interesting 
part occurred a few weeks later, when the day care center re­
moved the fine. Now the center was back to the social norm. 
Would the parents also return to the social norm ? Would their 
guilt return as well? Not at all. Once the fine was removed, the 
behavior of the parents didn't change. They continued to pick 
up their kids late. In fact, when the fine was removed, there 
was a slight increase in the number of tardy pickups (after all, 
both the social norms and the fine had been removed). 

This experiment illustrates an unfortunate fact: when a so­
cial norm collides with a market norm, the social norm goes 
away for a long time. In other words, social relationships are not 
easy to reestablish. Once the bloom is off the rose—once a so­
cial norm is trumped by a market norm—it will rarely return. 

T H E FACT THAT we live in both the social world and the mar­
ket world has many implications for our personal lives. From 
time to time, we all need someone to help us move something, 
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or to watch our kids for a few hours, or to take in our mail 
when we're out of town. What's the best way to motivate our 
friends and neighbors to help us? Would cash do it—a gift, 
perhaps? How much? Or nothing at all? This social dance, as 
I'm sure you know, isn't easy to figure out—especially when 
there's a risk of pushing a relationship into the realm of a mar­
ket exchange. 

Here are some answers. Asking a friend to help move a 
large piece of furniture or a few boxes is fine. But asking a 
friend to help move a lot of boxes or furniture is not—espe­
cially if the friend is working side by side with movers who 
are getting paid for the same task. In this case, your friend 
might begin to feel that he's being used. Similarly, asking 
your neighbor (who happens to be a lawyer) to bring in your 
mail while you're on vacation is fine. But asking him to spend 
the same amount of time preparing a rental contract for 
you—free—is not. 

T H E DELICATE BALANCE between social and market norms is 
also evident in the business world. In the last few decades 
companies have tried to market themselves as social 
companions—that is, they'd like us to think that they and we 
are family, or at least are friends who live on the same cul-de-
sac. "Like a good neighbor, State Farm is there" is one famil­
iar slogan. Another is Home Depot's gentle urging: "You can 
do it. We can help." 

Whoever started the movement to treat customers socially 
had a great idea. If customers and a company are family, then 
the company gets several benefits. Loyalty is paramount. Mi­
nor infractions—screwing up your bill and even imposing a 
modest hike in your insurance rates—are accommodated. 
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Relationships of course have ups and downs, but overall 
they're a pretty good thing. 

But here's what I find strange: although companies have 
poured billions of dollars into marketing and advertising to 
create social relationships—or at least an impression of so­
cial relationships—they don't seem to understand the nature 
of a social relationship, and in particular its risks. 

For example, what happens when a customer's check 
bounces? If the relationship is based on market norms, the 
bank charges a fee, and the customer shakes it off. Business 
is business. While the fee is annoying, it's nonetheless accept­
able. In a social relationship, however, a hefty late fee—rather 
than a friendly call from the manager or an automatic fee 
waiver—is not only a relationship-killer; it's a stab in the 
back. Consumers will take personal offense. They'll leave the 
bank angry and spend hours complaining to their friends 
about this awful bank. After all, this was a relationship 
framed as a social exchange. No matter how many cookies, 
slogans, and tokens of friendship a bank provides, one viola­
tion of the social exchange means that the consumer is back 
to the market exchange. It can happen that quickly. 

What's the upshot? If you're a company, my advice is to 
remember that you can't have it both ways. You can't treat 
your customers like family one moment and then treat them 
impersonally—or, even worse, as a nuisance or a competitor— 
a moment later when this becomes more convenient or profit­
able. This is not how social relationships work. If you want a 
social relationship, go for it, but remember that you have to 
maintain it under all circumstances. 

On the other hand, if you think you may have to play 
tough from time to time—charging extra for additional ser­
vices or rapping knuckles swiftly to keep the consumers in 
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line—you might not want to waste money in the first place 
on making your company the fuzzy feel-good choice. In that 
case, stick to a simple value proposition: state what you give 
and what you expect in return. Since you're not setting up 
any social norms or expectations, you also can't violate 
any—after all, it's just business. 

COMPANIES HAVE ALSO tried to establish social norms with 
their employees. It wasn't always this way. Years ago, the 
workforce of America was more of an industrial, market-
driven exchange. Back then it was often a nine-to-five, time-
clock kind of mentality. You put in your 40 hours and you 
got your paycheck on Friday. Since workers were paid by the 
hour, they knew exactly when they were working for the 
man, and when they weren't. The factory whistle blew (or 
the corporate equivalent took place), and the transaction was 
finished. This was a clear market exchange, and it worked 
adequately for both sides. 

Today companies see an advantage in creating a social 
exchange. After all, in today's market we're the makers of 
intangibles. Creativity counts more than industrial machines. 
The partition between work and leisure has likewise blurred. 
The people who run the workplace want us to think about 
work while we're driving home and while we're in the shower. 
They've given us laptops, cell phones, and BlackBerries to 
bridge the gap between the workplace and home. 

Further blurring the nine-to-five workday is the trend in 
many companies to move away from hourly rates to monthly 
pay. In this 24/7 work environment social norms have a great 
advantage: they tend to make employees passionate, hard­
working, flexible, and concerned. In a market where employ-
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ees' loyalty to their employers is often wilting, social norms 
are one of the best ways to make workers loyal, as well as 
motivated. 

Open-source software shows the potential of social norms. 
In the case of Linux and other collaborative projects, you can 
post a problem about a bug on one of the bulletin boards and 
see how fast someone, or often many people, will react to 
your request and fix the software—using their own leisure 
time. Could you pay for this level of service? Most likely. But 
if you had to hire people of the same caliber they would cost 
you an arm and a leg. Rather, people in these communities 
are happy to give their time to society at large (for which they 
get the same social benefits we all get from helping a friend 
paint a room). What can we learn from this that is applicable 
to the business world? There are social rewards that strongly 
motivate behavior—and one of the least used in corporate 
life is the encouragement of social rewards and reputation. 

IN TREATING THEIR EMPLOYEES—much as in treating their 
customers—companies must understand their implied long-
term commitment. If employees promise to work harder to 
achieve an important deadline (even canceling family obliga­
tions for it), if they are asked to get on an airplane at a mo­
ment's notice to attend a meeting, then they must get 
something similar in return—something like support when 
they are sick, or a chance to hold on to their jobs when the 
market threatens to take their jobs away. 

Although some companies have been successful in creat­
ing social norms with their workers, the current obsession 
with short-term profits, outsourcing, and draconian cost cut­
ting threatens to undermine it all. In a social exchange, after 
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all, people believe that if something goes awry the other party 
will be there for them, to protect and help them. These be­
liefs are not spelled out in a contract, but they are general 
obligations to provide care and help in times of need. 

Again, companies cannot have it both ways. In particular, 
I am worried that the recent cuts we see in employees' 
benefits—child care, pensions, flextime, exercise rooms, the 
cafeteria, family picnics, etc.—are likely to come at the ex­
pense of the social exchange and thus affect workers' pro­
ductivity. I am particularly worried that cuts and changes in 
medical benefits are likely to transform much of the employer-
employee social relationship to a market relationship. 

If companies want to benefit from the advantages of social 
norms, they need to do a better job of cultivating those norms. 
Medical benefits, and in particular comprehensive medical 
coverage, are among the best ways a company can express its 
side of the social exchange. But what are many companies 
doing? They are demanding high deductibles in their insur­
ance plans, and at the same time are reducing the scope of 
benefits. Simply put, they are undermining the social con­
tract between the company and the employees and replacing 
it with market norms. As companies tilt the board, and em­
ployees slide from social norms to the realm of market norms, 
can we blame them for jumping ship when a better offer ap­
pears? It's really no surprise that "corporate loyalty," in terms 
of the loyalty of employees to their companies, has become 
an oxymoron. 

Organizations can also think consciously about how peo­
ple react to social and market norms. Should you give an 
employee a gift worth $1,000 or pay him or her an extra 
$1,000 in cash? Which is better? If you ask the employees, 
the majority will most likely prefer cash over the gift. But the 
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gift has its value, though this is sometimes ill understood—it 
can provide a boost to the social relationship between the 
employer and the employee, and by doing so provide long-
term benefits to everyone. Think of it this way: who do you 
suppose is likely to work harder, show more loyalty, and 
truly love his work more—someone who is getting $1,000 in 
cash or someone who is getting a personal gift? 

Of course, a gift is a symbolic gesture. And to be sure, no 
one is going to work for gifts rather than a salary. For that 
matter, no one is going to work for nothing. But if you look 
at companies like Google, which offers a wide variety of ben­
efits for employees (including free gourmet lunches), you can 
see how much goodwill is created by emphasizing the social 
side of the company-worker relationship. It's remarkable how 
much work companies (particularly start-ups) can get out of 
people when social norms (such as the excitement of building 
something together) are stronger than market norms (such as 
salaries stepping up with each promotion). 

If corporations started thinking in terms of social norms, 
they would realize that these norms build loyalty and—more 
important—make people want to extend themselves to the 
degree that corporations need today: to be flexible, con­
cerned, and willing to pitch in. That's what a social relation­
ship delivers. 

THIS QUESTION OF social norms in the workplace is one we 
should be thinking about frequently. America's productivity 
depends increasingly on the talent and efforts of its workers. 
Could it be that we are driving business from the realm of 
social norms into market norms? Are workers thinking in 
terms of money, rather than the social values of loyalty and 

83 



p r e d i c t a b l y i r r a t i o n a l 

trust? What will that do to American productivity in the long 
run, in terms of creativity and commitment? And what of the 
"social contract" between government and the citizen? Is that 
at risk as well? 

At some level we all know the answers. We understand, 
for instance, that a salary alone will not motivate people to 
risk their lives. Police officers, firefighters, soldiers—they 
don't die for their weekly pay. It's the social norms—pride in 
their profession and a sense of duty—that will motivate them 
to give up their lives and health. A friend of mine in Miami 
once accompanied a U.S. customs agent on a patrol of the 
offshore waters. The agent carried an assault rifle and could 
certainly have pounded several holes into a fleeing drug boat. 
But had he ever done so? No way, he replied. He wasn't about 
to get himself killed for the government salary he received. In 
fact, he confided, his group had an unspoken agreement with 
the drug couriers: the feds wouldn't fire if the drug dealers 
didn't fire. Perhaps that's why we rarely (if ever) hear about 
gun battles on the edges of America's "war on drugs." 

How could we change this situation? First, we could make 
the federal salary so good that the customs agent would be 
willing to risk his life for it. But how much money is that? 
Compensation equal to what the typical drug trafficker gets 
for racing a boat from the Bahamas to Miami? Alternatively, 
we could elevate the social norm, making the officer feel that 
his mission is worth more than his base pay—that we honor 
him (as we honor our police and firefighters) for a job which 
not only stabilizes the structure of society but also saves our 
kids from all kinds of dangers. That would take some inspi­
rational leadership, of course, but it could be done. 

Let me describe how that same thought applies to the 
world of education. I recently joined a federal committee on 

84 



the c o s t o f s o c i a l n o r m s 

85 

incentives and accountability in public education. This is one 
aspect of social and market norms that I would like to ex­
plore in the years to come. Our task is to reexamine the "No 
Child Left Behind" policy, and to help find ways to motivate 
students, teachers, administrators, and parents. 

My feeling so far is that standardized testing and 
performance-based salaries are likely to push education from 
social norms to market norms. The United States already 
spends more money per student than any other Western soci­
ety. Would it be wise to add more money? The same con­
sideration applies to testing: we are already testing very 
frequently, and more testing is unlikely to improve the qual­
ity of education. 

I suspect that one answer lies in the realm of social norms. 
As we learned in our experiments, cash will take you only so 
far—social norms are the forces that can make a difference 
in the long run. Instead of focusing the attention of the teach­
ers, parents, and kids on test scores, salaries, and competi­
tion, it might be better to instill in all of us a sense of purpose, 
mission, and pride in education. To do this we certainly can't 
take the path of market norms. The Beatles proclaimed some 
time ago that you "Can't Buy Me Love" and this also applies 
to the love of learning—you can't buy it; and if you try, you 
might chase it away. 

So how can we improve the educational system? We should 
probably first rethink school curricula, and link them in more 
obvious ways to social goals (elimination of poverty and 
crime, elevation of human rights, etc.), technological goals 
(boosting energy conservation, space exploration, nanotech-
nology, etc.), and medical goals (cures for cancer, diabetes, 
obesity, etc.) that we care about as a society. This way the 
students, teachers, and parents might see the larger point in 
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education and become more enthusiastic and motivated about 
it. We should also work hard on making education a goal in 
itself, and stop confusing the number of hours students spend 
in school with the quality of the education they get. Kids can 
get excited about many things (baseball, for example), and it 
is our challenge as a society to make them want to know as 
much about Nobel laureates as they now know about base­
ball players. I am not suggesting that igniting a social passion 
for education is simple; but if we succeed in doing so, the 
value could be immense. 

M O N E Y , AS IT turns out, is very often the most expensive 
way to motivate people. Social norms are not only cheaper, 
but often more effective as well. 

So what good is money? In ancient times, money made 
trading easier: you didn't have to sling a goose over your back 
when you went to market, or decide what section of the 
goose was equivalent to a head of lettuce. In modern times 
money has even more benefits, as it allows us to specialize, 
borrow, and save. 

But money has also taken on a life of its own. As we have 
seen, it can remove the best in human interactions. So do we 
need money? Of course we do. But could there be some aspects 
of our life that would be, in some ways, better without it? 

That's a radical idea, and not an easy one to imagine. But 
a few years ago I had a taste of it. At that time, I got a phone 
call from John Perry Barlow, a former lyricist for the Grate­
ful Dead, inviting me to an event that proved to be both an 
important personal experience and an interesting exercise in 
creating a moneyless society. Barlow told me that I had to 
come to Burning Man with him, and that if I did, I would 
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feel as if I had come home. Burning Man is an annual week-
long event of self-expression and self-reliance held in Black 
Rock Desert, Nevada, regularly attended by more than 
40,000 people. Burning Man started in 1986 on Baker Beach 
in San Francisco, when a small crowd designed, built, and 
eventually set fire to an eight-foot wooden statue of a man 
and a smaller wooden dog. Since then the size of the man be­
ing burned and the number of people who attend the festivi­
ties has grown considerably, and the event is now one of the 
largest art festivals, and an ongoing experiment in temporary 
community. 

Burning Man has many extraordinary aspects, but for me 
one of the most remarkable is its rejection of market norms. 
Money is not accepted at Burning Man. Rather, the whole 
place works as a gift exchange economy—you give things to 
other people, with the understanding that they will give 
something back to you (or to someone else) at some point in 
the future. Thus, people who can cook might fix a meal. Psy­
chologists offer free counseling sessions. Masseuses massage 
those lying on tables before them. Those who have water of­
fer showers. People give away drinks, homemade jewelry, 
and hugs. (I made some puzzles at the hobby shop at M I T , 
and gave them to people. Mostly, people enjoyed trying to 
solve them.) 

At first this was all very strange, but before long I found 
myself adopting the norms of Burning Man. I was surprised, 
in fact, to find that Burning Man was the most accepting, 
social, and caring place I had ever been. I'm not sure I could 
easily survive in Burning Man for all 52 weeks of the year. 
But this experience has convinced me that life with fewer 
market norms and more social norms would be more satisfy­
ing, creative, fulfilling, and fun. 
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The answer, I believe, is not to re-create society as Burn­
ing Man, but to remember that social norms can play a far 
greater role in society than we have been giving them credit 
for. If we contemplate how market norms have gradually 
taken over our lives in the past few decades—with their em­
phasis on higher salaries, more income, and more spending— 
we may recognize that a return to some of the old social 
norms might not be so bad after all. In fact, it might bring 
quite a bit of the old civility back to our lives. 
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