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This study examines consumer bidding behavior, based on the results of three experimental studies designed to test the decision-

making process for self and others. Personal decision-making is hypothesized to invoke different interpersonal frames that determine

the individual trading of an endowed object via the disparity between its buying and selling price. The results of the three studies

indicate that when individuals act on others’ behalf, endowment bias is reduced and the lemon problem is avoided. More generally,

the authors also elucidate the role played by trading behavior in the decision-making process.

 
 
[to cite]:

Shih-Chieh Chuang, Yin-Hui  Cheng, Sui-Min Wang, and Kuo-shu Hwang (2011) ,"The Endowment Effect: Deciding For

Oneself Versus Deciding For Others", in NA - Advances in Consumer Research Volume 39, eds. Rohini Ahluwalia, Tanya L.

Chartrand, and Rebecca K. Ratner, Duluth, MN : Association for Consumer Research, Pages: 727-728.

 
[url]:

http://www.acrwebsite.org/volumes/1009297/volumes/v39/NA-39

 
[copyright notice]:

This work is copyrighted by The Association for Consumer Research. For permission to copy or use this work in whole or in

part, please contact the Copyright Clearance Center at http://www.copyright.com/.

http://www.acrwebsite.org/volumes/1009297/volumes/v39/NA-39
http://www.copyright.com/


Advances in Consumer Research (Volume 39) / 727

Skarmeas, Dionysis and Haseeb Shabbir (2011), “Relationship quality and giving behaviour in the UK fundraising sector: Exploring the 
antecedent roles of religiosity and self-construal,” European Journal of Marketing, 45 (5).

Stapel, Diederik A. and Willem Koomen (2001), “I, we, and the effects of others on me: Self-construal level moderates social comparison 
effect,” Journal of Personality and Social Psychology, 80, 766-781.

The Endowment Effect: Deciding for Oneself versus Deciding for Others
Shih-Chieh Chuang, National Chung Cheng University, Taiwan

Yin-Hui Cheng, National Taichung University, Taiwan
Sui-Min Wang, National Chung Cheng University, Taiwan

Kuo-shu Hwang, National Yunlin University of Science and Technology, Taiwan

Research into the individual decision-making process has examined potential gains or losses, measured relative to the individual’s status 
quo position (Kahneman & Tversky, 1979), and found that sellers tend to overvalue objects relative to buyers. Thaler (1980) and Kahneman, 
Knetsch, and Thaler (1990) call this tendency to place a larger value on an item that is in one’s possession the “endowment effect.” The es-
sential idea is that individuals are more reluctant to lose something they own than they are to gain something they do not. Hence, although 
buyers generally value goods objectively, due to seller behavior (Inder & O’Brien, 2003), there is a discrepancy between the minimum price 
a seller will accept and the maximum price a buyer will pay. Given the importance of the endowment effect in everyday economic behavior, 
it is expected that people’s perceptions of that effect may be equally important. 

In recent years, business transactions appear to occur more frequently when self-other differences exist, as such differences influence 
consumer behavior. Much of the research on the endowment effect has focused on the valuations an individual makes for him or herself. It 
has generally failed to address how it affects valuations made for others and whether there are self-other differences. Making decisions for 
others is quite common. For example, parents regularly make decisions for their children, and friends frequently make decisions for one an-
other. Thus, it is important to identify the factors that differentiate decisions made for oneself from those made for others. Also of interest is 
whether the endowment effect is larger or smaller on business transactions in which sellers and buyers make decisions for others. The research 
reported herein examines both issues. The findings of this study will also contribute to the literature on the influence of psychophysical prop-
erties by providing a better understanding of the factors that mediate the effects of self-other differences on willingness to accept (WTA) and 
willingness to pay (WTP). It is founded on the premise that knowledge of self-other differences concerning perceived stimuli may arise from 
the different valuation levels that are due to varying degrees of personal involvement in the decision-making process. The study’s findings 
will also facilitate assessment of the psychological underpinnings of ownership and the effects of the self-other discrepancy on the endow-
ment effect. An understanding of these mechanisms will not only identify the factors determining the self-other differences that appear to 
follow a trade-off strategy between sellers and buyers, but also provide direction for marketers interested in increasing the transaction amount 
gained. If individuals are capable of correctly predicting others’ needs and desires, then these predictions may well affect the decisions they 
make during the transaction process.

Building on the concepts of perceived ownership and the features of focus, the authors predict that individuals will make decisions for 
another person differently than they will for themselves, thus eliminating the disparity between the selling and buying price. They also em-
ploy the theory of self-other differences to determine whether sellers and buyers are differentially sensitive to item changes and, if so, whether 
this difference in sensitivity depends on the presence of a market price.

In the first study, 136 university students (68 of whom were male) were given a coffee mug and asked to estimate the price they would 
be willing to pay/accept for it in the self and other conditions. The experimenter asked participants in the self condition: “If you were to sell/
buy this coffee mug , how much would you be willing to accept/pay for it?” A similar question was asked of those in the other condition: “If 
you were to sell/buy this coffee mug for a friend, how much would you be willing to accept/pay for it?” Results supported the hypothesis 
that the selling price will decrease and the buying price increase when one is acting on behalf of another (and that the opposite will be true 
when one is acting on one’s own behalf).  

In the second study, we investigated the proposed perceived ownership and features of focus effects could account for the observed de-
crease in the endowment effect in the others condition. Thus, this study employed a 2 (role: seller versus buyer) × 2 (valence features: positive 
versus negative) × 2 (target person: self-focused frame versus others-focused frame) design, with the first and third factors varying between 
participants and the second within participants. Results from this study indicate that the participants were more likely to consider positive fea-
tures when they were acting as a seller for themselves than when they were acting as a buyer. In addition, we found that perceived ownership 
and the features of focus work together to partially mediate the relationship between the endowment effect and the effect of trading for others,

In the final study, the aim of broadening our knowledge of the “other” on whose behalf a transaction is made. It tested whether the 
level of intimacy between owner and seller/buyer influences the endowment effect and whether this influence depends on the presence of a 
reference price. The participants were told that they were taking part in an experimental auction. A description of self-other differences was 
given in each of the eight experimental conditions, with each participant presented with a different version of the screen, that is, one of the 
four self-other conditions: valuing the object for oneself, for a family member, for a friend, or for a stranger. They were then asked to provide 
a selling/buying price. Results showed that the endowment effect on the estimation varies with the level of intimacy of the relationship the 
seller/buyer has with the target other, although the difference is less in the presence of a reference price.

To conclude, the results of three studies demonstrate the existence of differing perceptions of the self-other discrepancy among buyers 
and sellers. More specifically, we hypothesized that when valuation outcomes are explicitly framed in terms of seller/buyer gains and losses, 
consumers are more loss-averse when acting for themselves rather than others in contexts involving losses. The endowment effect does ap-
pear to reflect self-other biases, thereby providing us with a deeper understanding of the mental processes involved. Our results also have 
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implications for social psychology and prospect theory, as they identify the greater hedonic impact of losses, although this impact is lessened 
in situations in which one is acting on behalf of another. The effect found in the others condition was inconsistent with the expectations of 
status quo reference dependence and loss aversion, although that in the self condition was consistent with them, as no endowment effect was 
observed. It is clear that individuals’ perceptions of others’ behavior are closely linked to their valuations of the selling price. These findings 
are important for the transactions of market that can help seller and buyer to improve asymmetric information and biased information integra-
tion, solve the lemon problem, and ensure a more successful experience by enhancing trade-offs and interpersonal mechanisms.
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The primary purpose of this study is to understand the relationship between perceived goal progress and mental construal. Previous 
studies on self-regulation have investigated the relationship between goal progress and subsequent goal pursuit. However, the studies have 
not examined how goal progress influences individuals’ information processing. Our findings of the relationship between goal progress and 
construal level suggest that people can more easily process information and be persuaded by messages construed at different levels depend-
ing on goal progress. 

CONCEPTUAL BACKGROUND
Construal level theory suggests that people construe (represent) an object or event at different levels. For example, people can describe 

reading either in terms of a low-level aspect (“following lines of print”) or a high-level aspect (“gaining knowledge”). 
In the context of consumer behavior, Labroo and Patrick (2008) showed that construal level is influenced by moods. They hypothesized 

that positive moods signal that all is currently well and allow people to see the big picture. They found that positive moods evoke an abstract 
construal level and that participants in a positive mood prefer a product when its benefits are described in an abstract manner rather than in 
a concrete manner.  

Previous studies on the relationship between moods and goal progress suggest that positive affect compared to negative affect reduces 
persistence in focal goal and increases cognitive flexibility and attention toward novel stimuli (Dreishbach and Goschke 2004). Also, Louro, 
Pieters, and Zeelenberg (2007) proposed that people tend to have positive moods when they experience significant goal progress. 

These studies suggest that significant goal progress can evoke positive moods and in turn increase cognitive flexibility and construal 
level. Accordingly, we predict that greater goal progress can produce positive moods and thus increase construal level.  

METHODOLOGY
Perceived goal progress is frequently manipulated through social comparison (e.g., Fishbach, Dhar, and Zhang 2006). Using a goal of 

keeping in shape, we predict that a comparison to a low social standard (1 hour of exercise) suggests that one has successfully pursued the 
goal, whereas a comparison to a high social standard (10 hours of exercise) suggests that one did not successfully pursue the goal. Following 
previous studies (e.g., Fishbach and Dhar 2005), we informed our participants that prior participants answered only the first question, and we 
were reusing their paper. When they received their booklet, participants were asked to first report the amount of time they had spent working 
out during the previous week. On the following page, they found a fictitious participant’s answer for the amount of time he or she had spent 
working out (either 1 hour or 10 hours). Then, participants reported their perceived goal progress. 

Louro et al. (2007) measured positive and negative moods about individuals’ progress using eight items (e.g., I feel “proud of myself, 
“good about myself,” “regretful,” I am “happy with myself,” “satisfied with myself,” “ashamed with myself,” and “angry with myself”). We 
used the items on 7-point scales ranging from not at all (1) to very much (7). 

Researchers often use a classification task to measure construal level based on the premise that an abstract, higher-level construal leads 
to broader, more inclusive categories (Liberman, Sagristano, and Trope 2002). Following previous research, we asked participants to clas-
sify twenty-five items for each of two scenarios (i.e., going camping and organizing a yard sale). Last, they reported age, gender, and the 
importance of the goal of keeping in shape. 

FINDINGS 
Seventy-seven undergraduate students participated in the study (forty-nine were males). We first compared perceived progress depend-

ing on the manipulation (a high versus a low social standard) using t-test. Consistent with our expectations, participants who were exposed 
to a low social standard (1 hour, M = 4.41) perceived greater goal progress than those exposed to a high social standard (10 hour, M = 3.65) 
(t (75) = 1.998, p = .049). Also, participants under the low standard condition (camping trip, M = 5.16; yard sale, M = 5.24) used a fewer 
number of categories than participants under the high standard condition (camping trip, M = 6.13; yard sale, M = 6.53); camping trip, t (75) 
= -.2.306, p = .024; yard sale, t (75) = -2.884; p = .005). Similarly, we found consistent results from correlation analyses. The correlation 
between social standards and the number of categories (camping trip, r = .257, p = .024 < .05; yard sale, r = .316, p=.005) suggests that a 


