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Research has demonstrated that people often demand more money to sell a product after they own it relative to what they would offer

to pay for the product before they own it. This phenomenon has been termed the endowment effect. Prior studies, however, have not

investigated whether this phenomenon is affected by temporal distance. This research demonstrates how temporal distance affects

buyers’ willingness to pay and sellers’ willingness to accept.
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1998). The preference judgment was concerned with the strength of preference for bank A vs. bank B. The analysis revealed a significant 
interaction between personal perspective and self-orientation on preference for a bank (β = .416, t (53)= 2.22; p < .05). In a third person per-
spective, and when the individual was more idealistic than pragmatic, preference for bank B increased by .41.

CONCLUSION
Through two studies we show that predictions of CLT theory are supported in the personal perspective domain. As hypothesized, a first 

person perspective is associated with less perceived psychological distance, more concrete judgments, and greater weight attributed to prag-
matic considerations. On the other hand, individuals primed with a third person mindset make judgments based on more abstract and idealistic 
attributes.  This present study contributes and extends previous findings on construal level theory and suggests a causal role of mental imagery 
in determining future purchase behavior.  
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Research on the endowment effect has identified factors which enhance or mitigate the effect such as duration of ownership (Strahi-
levitz and Loewenstin, 1998), and information processing differences between sellers and buyers (Nayakankuppam and Misha, 2005). But 
these studies have primarily  involved immediate transactions between sellers and buyers. An interesting question emerges about whether 
the endowment effect will be observed for temporally distant transactions. The main purpose of my research is to examine how the temporal 
distance of transactions influences customers’ evaluations of products by comparing buyers’ willingness to pay and sellers’ willingness to 
accept in the present and in the future. 

THEORETICAL FRAMEWORK
The mechanisms underlying the endowment effect and temporal construal level theory (Liberman & Trope, 1998) suggest different un-

derlying processes for temporally different transactions. Prior studies have found buyers and sellers have different cognitive perspectives dur-
ing transactions. Sellersfocus on their products while buyers focus on their money. These different cognitive perspectives induce price gaps 
between sellers and buyers and increase loss aversion. However, if events are in the far distance, sellers’ and buyers’ cognitive perspectives 
may change. When sellers conduct transactions in the present, they think about the feasibility of the transaction. Sellers may describe actions 
and transactions in terms of how they will attach a value to the product. However, if the transaction is in the future, the primary purpose of the 
transaction will be weighted  relatively more than the subordinate feature of the action. For sellers, the main purpose of the transaction will 
be obtaining money, whereas for buyers the main purpose will be to acquire the product. Thus, aspects of the “why” identification will lead 
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sellers and buyers to change their cognitive perspectives, which will decrease the endowment effect. The willingness to accept will decrease 
because the sellers’ cognitive perspective will move from the product to money; in contrast, willingness to pay will increase because buyers 
will give more weight to the products when the transaction is expected in the far future. Specified hypothesis are as follows:

H1. As temporal psychological distance increases, the price difference between sellers and buyers will decrease. 

H1a. When a transaction is temporally distant, buyers will be willing to pay a higher price than when a transaction is temporally close. 

H1b. When a transaction is temporally distant, sellers will be willing to accept a lower price than when a transaction is temporally 
close.

H2. Temporal distance will affect sellers and buyers’ cognitive perspectives

H2a. When a transaction is temporally distant, sellers’ cognitive perspective will be more on the cash than product. Whereas when a 
transaction is temporally near, sellers’ cognitive perspective will be more on the product than cash.

H2b. When a transaction is temporally distant, buyers’ cognitive perspective will be more on the product than cash. Whereas when a 
transaction is temporally near, buyers’ cognitive perspective will be more on the cash than product.

STUDY 1
The main objective of this experiment is to examine whether temporal distance affects people’s willingness to pay and accept. In the 

experiment, subjects were divided into two groups—sellers and buyers—as well as into two different situations involving near and distant 
transactions, resulting in a 2 (buyers vs. sellers) x 2 (near distance vs. far distance) between subjects design. The participants were 74 under-
graduate marketing students. The experiments were conducted via a paper and pencil survey. As subjects sat down, they found a pen which 
they used throughout the study. Participants were told the research was part of a new product development study. Participants were randomly 
assigned to the buyer or seller roles by a coin toss. Temporal distance was manipulated by giving two different transaction situations: today 
and a month from today. Respondents were asked what price they would pay or what price they would accept (depending on their role). The 
2(role) X 2(time) between subject ANOVA on price revealed a significant main effect for role (F(1, 65)= 7.873, <.007) and a significant two 
way interaction effect between role and temporal distance (F(1, 65) =5.710, <.020). The interaction was significant because the price gap 
between sellers and buyers in the present (seller - buyer : 1.69 -.998) was greater than the same price gap in the future (seller - buyer: 1.535- 
1.2974). As temporal distance increases, buyers’ willingness to pay increased (t=-1.748, <.09) and sellers’ willingness to accept decreased 
(t=2.204, <.051), consistent with H1.

In order to examine the underlying process, respondents’ thought listings were analyzed using the Standardized median rank difference 
(SMRD) between money and pen. SMRD is defined as 2(MRP-MRM)/n where MRP = median rank of product thought type in a participant’s 
sequence, MRM = median rank of money thought type in a participant’s sequence, and n=total number of thoughts in respondents’ sequence 
(Johnson et al., 2006). Analysis yields the variable, “thought type”, which approaches 1 if subjects give more value to the product and ap-
proaches -1 if subjects give more value to the money. 

A 2 (role) X 2 (time) between subjects ANOVA on thought type revealed the only significant factor was the two way interaction between 
role and time (F(1, 65) = 7.547, <.008). This occurred because under near transaction condition, sellers thought more about products, while 
buyers thought more about money (0.7086, -.4792). On the other hands, when the transaction was expected in the future, sellers gave more 
value on money than product, while buyers gave value more on product than money  (-.3033, .2474). This is consistent with H2.

We believe this is the first study that demonstrates the endowment effect changes depending on whether transactions are temporally near 
or distant. We show the cognitive focus of sellers and buyers changes as transaction distance changes. These results raise interesting questions 
about whether construal level influences customers’ willingness to pay and sellers’ willingness to accept without temporal distance manipula-
tion. We are currently running studies to see whether alternative construal level manipulations influence the endowment effect.
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