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Abstract

The final stage of the digital purchase funnel, the "checkout," remains the most volatile phase of the consumer
journey. Despite advancements in personalized marketing and user experience design, cart abandonment rates
continue to pose a significant hurdle to e-commerce profitability. This scholarly review synthesizes empirical
research and behavioral economic theories from 2020 to 2025 to evaluate the specific influence of free shipping on
cart conversion rates. By examining the Zero-Price Effect, Mental Accounting, and Loss Aversion, this article
demonstrates how shipping costs act as a primary psychological barrier. The synthesis reveals that while free
shipping is a potent driver for immediate conversion and increased Average Order Value (AOV) through threshold
incentives, its implementation requires a nuanced understanding of product category and consumer demographics.
This review provides a comprehensive overview of current literature, identifying a critical shift from shipping as a
"logistical cost" to shipping as a "psychological trigger."

Keywords: Cart Conversion Rates, Free Shipping Thresholds, Consumer Psychology, Cart Abandonment, Digital
Retail Logistics.

Introduction

The transition of the digital marketplace from a secondary convenience to a global necessity has intensified the scrutiny
of the final stages of the purchase funnel. In the contemporary e-commerce landscape, the "checkout" is the most critical
friction point where intent meets transaction. Recent data from the Baymard Institute (2025) reveals that global cart
abandonment rates have peaked at approximately 70.19%, with nearly half of those abandonments attributed to high or
unexpected shipping costs. Within this volatile environment, shipping has evolved from a backend logistical utility into a
frontline psychological lever. Research by Martinez and Sullivan (2024) suggests that consumers no longer view delivery
as a separate service but as an intrinsic component of the product's value proposition. Consequently, the presence or
absence of a shipping fee often serves as the ultimate determinant of a "successful”" conversion.

The psychological mechanics driving this behavior are rooted in several foundational theories that have gained renewed
traction in post-2020 literature. The Zero-Price Effect, as explored by Patel (2025), posits that "free" shipping creates an
irrational affective response that far outweighs a standard discount; for instance, a $0.00 shipping fee is statistically more
likely to convert a customer than a $5 price reduction on the item itself. This is compounded by Mental Accounting
Theory, wherein shoppers categorize product costs and shipping costs into separate mental "buckets" (Zhao and Wu,
2024). When a shipping fee appears at the final step, it is perceived as an additional loss rather than a bundled cost,
triggering a state of post-decisional dissonance. Furthermore, the "Prime-ification" of retail—the expectation of fast, free
delivery established by market leaders—has created a state of "Logistical Entitlement" among younger cohorts (Chen et
al., 2023; Kim and Lee, 2024). In this context, a shipping charge is often interpreted as a brand’s failure to meet industry
standards, leading to immediate cart exit.
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Despite the documented efficacy of free shipping in driving conversion, significant gaps remain regarding the balance
between volume lift and margin sustainability. Much of the recent scholarship highlights the "Conversion Lift" for major
retailers but offers less clarity for small-to-medium enterprises (SMEs) facing escalating last-mile costs in 2025 (Hassan
et al., 2025). There is also a lack of synthesized evidence regarding how "Shipping Thresholds" (e.g., "Free Shipping
over $50") affect the long-term health of a brand, specifically concerning "bracketing" behavior—where consumers add
extra items to reach a threshold only to return them later (Lewis and Nguyen, 2023).

The objective of this review is to provide a comprehensive synthesis of empirical data from 2020 to 2025 to determine
the precise influence of various free shipping models on cart conversion rates. This article specifically seeks to evaluate
the causal relationship between "zero-cost" incentives and consumer decision-making, analyze the effectiveness of
threshold-based strategies on Average Order Value (AOV), and establish a theoretical framework that explains why free
shipping remains the most potent nudge in the digital retail ecosystem. By bridging the gap between behavioral
psychology and retail logistics, this review aims to offer actionable insights for optimizing the checkout experience
without compromising net profitability.

Statement of the Problem

The central problem addressed in this review is the widening "expectational gap" between consumer psychological
demands for zero-cost delivery and the escalating economic realities of e-commerce logistics. Despite the integration of
sophisticated artificial intelligence in supply chain management, cart abandonment remains an intractable issue, primarily
triggered by the disclosure of shipping fees at the point of sale (Baymard Institute, 2025). This phenomenon creates a
"Conversion Paradox": while retailers are pressured to offer free shipping to remain competitive and meet the "Prime-
ified" expectations of modern shoppers (Chen et al., 2023), the absorption of these costs leads to severe margin erosion,
particularly for small-to-medium enterprises (SMEs) operating in a high-inflation environment (Hassan et al., 2025).

Furthermore, the academic literature reveals a secondary conflict regarding the quality of conversion. While "Free
Shipping Thresholds" (e.g., spending $50 to qualify for free delivery) are intended to increase Average Order Value
(AQOV), they frequently result in "artificial inflation" of the cart. This leads to increased return rates and reverse-logistics
costs, as consumers "pad" their orders with unwanted items simply to circumvent shipping fees (Lewis & Nguyen, 2023).
Consequently, there is a critical need to synthesize recent empirical data to determine whether free shipping is a
sustainable growth engine or a predatory industry standard that rewards high-volume players while penalizing smaller
retailers.

Literature Review

The Behavioral Economics of ""Free': The Zero-Price Effect

A dominant theme in recent scholarship is that the word "free" acts as a unique psychological catalyst that transcends
traditional price-discount models. Shankar et al. (2024) utilized neuro-marketing tools to demonstrate that the offer of
free shipping activates the brain's reward centers more intensely than an equivalent monetary discount on the product
price. This aligns with the "Zero-Price Effect" popularized in behavioral economics. Patel (2025) furthered this by
arguing that consumers do not perform a rational cost-benefit analysis when shipping is free; instead, they experience a
"reduced cognitive load" because the decision-making process is simplified—there is no "extra" fee to justify. When
comparing the work of Shankar et al. and Patel, it becomes evident that free shipping is not merely a financial incentive
but a cognitive "nudge" that mitigates Loss Aversion. While traditional retail models viewed shipping as a utility cost,
the current synthesis suggests it is a psychological barrier. Therefore, the "influence" on conversion rates is not linear. A
retailer moving from a $2.00 shipping fee to $0.00 will likely see a significantly higher jump in conversion than a retailer
moving from $10.00 to $8.00, despite the absolute saving being identical.

Strategic Thresholds and Average Order Value (AOV)
A significant portion of 2020-2025 research focuses on "Contingent Free Shipping" (CFS)—the practice of offering free
shipping only after a certain spending limit is reached.

Lewis and Nguyen (2023) conducted an econometric analysis of mid-sized retailers and found that while unconditional
free shipping maximizes conversion, it often results in lower net profit per order. Conversely, they found that Minimum
Order Value (MOYV) thresholds successfully drive up the Average Order Value (AOV) as consumers add "filler items" to
their carts. However, Hassan et al. (2025) warn that this strategy is a double-edged sword. Their data suggests that
"artificial cart padding" leads to a 15% increase in return rates, as consumers often purchase items they never intended to
keep just to bypass the shipping fee.

Lewis and Nguyen with Hassan et al. reveals a critical tension in e-commerce strategy. While thresholds solve the "Cart
Conversion" problem by incentivizing higher spend, they create a secondary "Reverse Logistics" problem. The literature
suggests that the "Influence" of free shipping on conversion is successful in the short term, but if the threshold is set too
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high, the "Conversion" is of low quality—consisting of high-return-risk items. Retailers must therefore calculate the
"Optimum Threshold" where the lift in AOV outweighs the cost of potential returns.

The ""Amazon Effect" and Post-Pandemic Entitlement

Chen et al. (2023) and Wang et al. (2023) identify a shift in consumer sentiment described as "Logistical Entitlement."
Their surveys indicate that 78% of consumers now consider free shipping a "fundamental right" of the online shopping
experience. Kim and Lee (2024) found that for Gen Z consumers, the presence of a shipping fee at checkout is often
perceived as a "lack of brand transparency," leading not just to cart abandonment, but to a total loss of brand trust.

Integrating the findings of Chen et al. and Kim and Lee suggests that the influence of free shipping on conversion has
shifted from a "delighter" (an unexpected bonus) to a "must-have" (a baseline requirement). In 2025, free shipping no
longer provides a competitive advantage; instead, its absence provides a massive competitive disadvantage. This suggests
that the conversion rate is no longer "boosted" by free shipping; rather, it is "protected" by it.

Price Partitioning: Combined vs. Separate Pricing
A final thematic area explores whether it is better to bundle shipping into the product price or keep them separate.

Zhu and Tan (2024) examined "Price Partitioning" and found that consumers generally prefer a $50 item with free
shipping over a $45 item with $5 shipping. However, their research added a nuanced layer: this preference is strongest
for hedonic goods (luxury/fun items) where the consumer wants a "seamless" emotional experience. For utilitarian goods
(toilet paper/batteries), consumers are more price-sensitive and may actually prefer to see the partitioned costs to ensure
they aren't being overcharged for the base item.

The work of Zhu and Tan provides a vital moderating variable to the overall topic. The "Influence" of free shipping on
conversion is not universal; it is category-dependent. The synthesis suggests that luxury and fashion retailers must utilize
inclusive pricing (Free Shipping) to maintain the "dream" of the purchase, whereas discount or bulk retailers may have
more flexibility in charging for shipping if their base prices remain the lowest in the market.

Discussion and Analysis

Interpretation of the Synthesis: The '""New Normal" of Logistics

The integration of findings from 2020 to 2025 suggests that the e-commerce sector has reached a "logistical equilibrium"
where free shipping is no longer a tool for competitive advantage, but rather a requisite for market entry. The transition
from the "delight" phase to the "expectation" phase—as theorized by Chen et al. (2023)—indicates that the influence on
cart conversion is now preventative rather than additive. In other words, free shipping does not necessarily "win" a new
customer, but its absence almost certainly "loses" one. This interpretation is supported by the data from Patel (2025),
which frames the shipping fee as a psychological barrier that triggers "loss aversion." When a consumer encounters a fee
at the final stage of the journey, it disrupts the flow of "Psychological Ownership" that has been building during the
browsing process.

The Threshold Paradox: Volume vs. Value

A critical tension identified in this review is the "Threshold Paradox." While Lewis and Nguyen (2023) provide robust
evidence that Minimum Order Value (MOV) triggers successfully increase Average Order Value (AOV), the concurrent
synthesis with Hassan et al. (2025) reveals a significant downstream cost. The "conversion" achieved through a threshold
is often of lower quality. If a consumer adds a $15 scarf to a $45 sweater just to hit a $50 free-shipping limit, the retailer
gains a conversion but assumes the risk of a high-probability return. This "artificial inflation" of the cart suggests that
while conversion rates move upward, the Net Contribution Margin per customer may actually decrease. Retailers are thus
faced with a decision: prioritize the "conversion rate" metric or the "net profit after returns" metric.

Unresolved Debates and Emerging Conflicts
Despite the wealth of empirical data, several conflicts remain at the forefront of academic debate:

The Sustainability Conflict: As we move into 2026, a new strain of literature (e.g., Green and Roberts, 2025) has begun
to question the environmental ethics of "free" shipping. The carbon footprint of accelerated last-mile delivery is often
subsidized by the retailer, encouraging fragmented shipping behaviors. There is an emerging debate on whether "Green
Shipping" (slower, but eco-friendly and paid) can eventually displace "Free Shipping" as a value proposition for socially
conscious demographics.

The Small Business Vulnerability: A significant gap exists in how small-to-medium enterprises (SMEs) can compete
with the "Amazon Effect." While Wang et al. (2023) highlight the consumer demand for free shipping, Hassan et al.
(2025) demonstrate that for SMEs, absorbing these costs often leads to "profitless growth." The literature has yet to
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provide a standardized "survival framework" for smaller retailers to compete without sacrificing their entire net margin to
logistics.

Cross-Border Complexity: As highlighted by Arifin and Wijaya (2024), the influence of free shipping on conversion in
domestic markets is well-understood, but its impact on international e-commerce is vastly different. High customs duties
and volatile international freight rates mean that "Free Global Shipping" is often a financial impossibility, yet consumers
increasingly expect it.

Section Five: Conclusion and Future Directions.

Final Summary of Evidence

This review has demonstrated that free shipping remains the most potent psychological "nudge" in the digital retail
ecosystem. By leveraging the Zero-Price Effect, retailers can effectively mitigate the "pain of paying" and significantly
reduce cart abandonment rates, which currently sit at an industry high of 70%. The synthesis of recent literature confirms
that while unconditional free shipping maximizes conversion, the strategic use of thresholds (MOV) is the most viable
path for maintaining Average Order Value. However, the influence of these policies is heavily moderated by product type
(hedonic vs. utilitarian) and consumer demographic expectations.

Recommendations for Practitioners
Based on the synthesis of 2020-2025 literature, retailers should move away from "flat" shipping policies and adopt
Dynamic Shipping Models:

Contextual Thresholds: Set MOV limits based on historical return data, not just AOV targets, to minimize "cart padding."

Price Bundling for Hedonic Goods: For luxury or fashion items, incorporate shipping costs into the base price to
maintain the emotional "flow" of the transaction.

Transparency Over Discounting: If free shipping is not possible, disclosing the shipping cost on the product page—rather
than the checkout page—can prevent the "sticker shock" that leads to abandonment.

Roadmap for Future Research

As the e-commerce landscape evolves, future scholarly work should focus on the intersection of Artificial Intelligence
and Predictive Logistics. Specifically, research is needed to determine if Al can predict which consumers are "shipping-
sensitive" and offer targeted free-shipping nudges only to those on the verge of abandonment. Additionally, more
empirical studies are required to explore the "Eco-Premium" model—testing whether consumers will trade the "Free"
incentive for a "Sustainable" one.

Conclusion

The synthesis of global e-commerce literature from 2020 to 2025 confirms that free shipping has transcended its origins
as a promotional tactic to become a foundational pillar of digital consumer psychology. This review has demonstrated
that the influence of free shipping on cart conversion rates is rooted in the Zero-Price Effect, which effectively bypasses
the cognitive friction and "pain of paying" typically associated with the final checkout phase. By mitigating post-
decisional dissonance, free shipping serves as the single most effective "nudge" for reducing the 70% average cart
abandonment rate currently plaguing the industry.

However, the special takeaway for practitioners and scholars alike is that free shipping is not a monolithic solution. Its
efficacy is inextricably linked to Threshold Strategy and Product Categorization. While unconditional free shipping
maximizes conversion volume, it often threatens net profitability. Conversely, threshold-based models (MOV)
successfully leverage consumer psychology to increase Average Order Value (AOV) but introduce the risk of "cart
padding" and subsequent return-logistics inflation. Ultimately, the transition from "delight" to "entitlement" in the
consumer mind—the "Prime-ification" of retail—means that for modern firms, the question is no longer whether to offer
free shipping, but how to architect it within a framework of financial sustainability.

Limitations of the Review

While this article provides a comprehensive synthesis of contemporary data, several limitations must be acknowledged to
contextualize the findings:

Geographic Bias: Despite efforts to include global perspectives, the majority of high-impact empirical studies (2020—
2025) remain concentrated in North American, European, and East Asian markets. The findings may not be fully
generalizable to emerging economies in Africa or South America, where infrastructure deficits and high "last-mile" costs
create fundamentally different consumer behaviors.
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Sector-Specific Variability: This review focuses largely on B2C (Business-to-Consumer) retail. The dynamics of
shipping in B2B (Business-to-Business) contexts—where bulk shipping, contract pricing, and long-term procurement
cycles dominate—were excluded from this scope and may not follow the same psychological "Zero-Price" triggers.

Rapid Technological Obsolescence: The e-commerce field moves at an exceptional velocity. The recent integration of
Al-driven predictive logistics and autonomous drone delivery, while mentioned, is still in its nascent stages of academic
documentation. Consequently, the long-term impact of these technologies on "free" shipping models remains speculative.
Self-Reporting Bias in Qualitative Data: Many of the synthesized studies regarding "consumer entitlement" rely on
survey-based data. As is common in behavioral research, there may be a gap between what consumers say they require
(free shipping) and how they actually behave when presented with high-value, exclusive products where shipping fees
are applied.
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