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The research examines the role of the two-system model as a basis for further understanding the loss aversion phenomenon. It

demonstrates that when priming the affective (deliberative) system, the perceived risk of losing and consequently the bids are higher

(lower) if bidders anticipate losing the item rather than winning it. Three studies confirm this phenomenon.
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EXTENDED ABSTRACT
Consumers’ decision processes are generally influenced 

by both emotional and cognitive systems (Damasio 1994; Lee, 
Amir and Ariely 2009; Loewenstein and O’Donoghue 2004). For 
example, Loewenstein and O’Donoghue (2004) have developed a 
comprehensive two-system model in which a person’s behavior is 
the outcome of an interaction between a deliberative system that 
assesses options with a broad, goal-based cognitive perspective and 
the affective system that encompasses emotions such as fear and 
is primarily driven by affective states that are currently activated. 

The present research examines the role of the two-system 
model as a basis for further understanding the loss aversion phe-
nomenon (Kahneman and Tversky 1979). This is important because 
the marketing literature has paid relatively scant attention to the 
question of how the deliberative system influences loss aversion. 
Overall, the marketing literature has focused to-date almost solely 
on the affective system. 

We posit that each system has an opposite effect on the 
perception of loss aversion and therefore on the price bidders will 
be willing to pay for a given product. The direction of effect is 
contingent on the expected outcomes of the auction. In the case 
that the affective system is activated, bidders are proposed to 
pay higher prices when they are primed to anticipate losing the 
item rather than winning it. That is, the fear of losing the item is 
expected to override the joy of winning and consequently enhance 
the willingness to pay. On the other hand, when the deliberative 
system is made more accessible, bidders should pay higher prices 
if the potential of winning is made salient as opposed to losing. In 
this case, priming the goals of winning the auction, increases the 
cognitive focus on the product benefits, and therefore makes the 
perceived risk of losing the item less acceptable.

The first study manipulated two between-subject factors, thus 
creating a two (winning vs. losing outcome expectation) by two (af-
fective vs. deliberative orientation) matrix. Its findings demonstrated 
the contradicting effects of the two-model system and the expected 
outcomes of the auction in determining the price bid for the product 
as well as the perceived risk of losing the item. The perceived risk 
of losing was also found to mediate the interactive effect of one’s 
winning expectation and the two-model system on the placed bid.

The second study confirmed our expectations in terms of the 
placed bid, in a field setting. The field study was conducted on 
eBay over the period of four months. It consisted of four different 
conditions of actual auctions of the identical product, in which we 
activated either the affective or deliberative system and the type of 
outcome expectation via the product description.

The third study examined the robustness of the proposed effect 
when priming the winning or losing orientation in an unrelated prior 
task. This study is extremely important because it shows that one’s 
success or failure in environmental tasks can have a behavioral effect 
on subsequent totally unrelated tasks. Findings supportive of our 
hypotheses would present the tantalizing suggestion that the way 
one sees oneself through the looking glass (i.e., as a “winner” or 
as a “loser”) may have important implications in terms of which 
orientation is appropriate to use in inducing task specific behavior. 
Specifically, this study manipulated ones perception of performance 

in a game through winning or losing points when completing a 
task by deciphering jumbled brand names. After this task, subjects 
were then subsequently asked to participate in an auction. Hence, 
a winning or losing orientation was independently induced prior 
to participation in the auction rather than win or loss expectations 
for the auction itself.

In future research, it would be interesting to examine the effect 
of expected outcomes on different types of products: emotional 
oriented products (such as a wedding ring) and cognitive oriented 
products (such as a scientific book). It is likely to assume that the 
type of product may differentially prime the influence of cognition 
and/or affect in the two model system and possibly make it easier 
to observe field effects. It will also be interesting to explore the as-
sociation between this research and the regulatory focus stream of 
research. This research stream suggests that consumers are driven 
by either the prevention orientation (e.g. their duties, obligations, 
and responsibilities) or the promotion orientation (e.g., their hopes, 
aspirations, and dreams) (Higgins 1997, Freitas and Higgins 2002).

From a practical perspective, this research offers marketers 
simple and effective tools for activating the loss aversion effect 
among consumers. It shows that inserting a short note within the 
product description from a deliberative or affective perspective 
regarding the possible outcomes of winning or losing the product, 
can have a dramatic influence on the consumers’ decision processes 
and behavior. 


