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Abstract 
 
A discrepancy exists between people’s willingness to pay and willingness to accept. This 
paper proposes materialism as a moderating factor of this endowment effect. In two 
experiments evidence is found for a differential influence of chronic materialistic values on 
buying and selling prices. Materialistic sellers demand higher prices for endowments than 
less materialistic sellers. Materialistic values, however, do not predict buying prices.  In 
addition, evidence is found that materialistic advertisements may increase the WTP-WTA 
gap over and above chronically accessible materialistic values. 
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1.  Introduction: The endowment effect 
 

Kahneman and Tversky (1979) observed a discrepancy between people’s willingness to pay 
(maximum price they want to pay for an object) and their willingness to accept (least price they 
are willing to accept to sell an object). People often set a higher WTA on an owned object than 
WTP for that object if it is not in one’s possession. Kahneman, Knetsch and Thaler (1990) argue 
that this WTP-WTA gap is a manifestation of the endowment effect, defined as “the reluctance to 
exchange objects in one’s possession for either money or other objects of comparable dollar 
value” (Liberman, Idson, Camacho & Higgins, 1999, p. 1136). Put differently, consumers assign 
more value to an object they possess than to one they don’t possess for no other reason than 
because they own it (Tom, Nelson, Srzentic & King, 2007). Accordingly, transactions occur less 
often than might be expected from a rational, economic point of view (Mandel, 2002).  

It is widely assumed that receiving an object is experienced as a gain, whereas giving up an 
object is experienced as a loss. According to the principle of loss aversion, the positive 
experience of gaining an object can not compensate for the pain of giving up an endowment. As a 
result people are inclined to value a possession more than a (monetary) alternative of similar 
objective value (Kahneman & Tversky, 1979; Tversky & Kahneman, 1991). Evidence for the 
endowment effect is found in a number of studies. Nevertheless some experiments failed to detect 
a WTP-WTA gap (cf. Plott & Zeiler, 2005). This motivated researchers to reveal factors that 
moderate the endowment effect. Loewenstein & Issacharoff (1994), for instance, found that an 
object is valued more when it is received as a reward for a good performance than when it is 
received by chance or after a bad performance. The endowment effect is also moderated by a 
person’s regulatory focus. Individuals in a prevention focus appear to be reluctant to exchange 
possessions. Individuals in a promotion focus are more open to changes and consequently more 
willing to exchange endowments (Liberman et al., 1999). Lin, Chuang, Kao and Kung (2006) 
found no WTP-WTA gap when participants are induced to feel sad. These results highlight the 
importance of emotions and other motivational factors, in addition to loss aversion, in the 
occurrence of the endowment effect. 
 
1.1. Materialism as a moderating factor  
 

We propose another moderator of the endowment effect, namely materialism. According to 
Richins and Dawson (1992), people with materialistic values consider the acquisition of 
possessions as a central occupation in their life, bringing forth happiness and success. They tend 
to judge the success of themselves and others by the number and quality of their possessions. 
Belk (1988) suggested that these possessions can play an important role in a person’s self-
definition and Beggan (1992) indeed found that possessions become more attractive (and 
therefore higher valued) after ego-threatening, negative performance feedback. In addition, Belk 
(1984, 1985) associates materialism with the personality traits of possessiveness, envy and 
nongenerosity. The high valuation of goods in the life of materialists and their tendency to retain 
ownership of their possessions, suggest that materialistic values and personality may intensify 
loss aversion and, by consequence, may moderate the endowment effect.  
 
1.2. Hypotheses  
 

We propose that sellers, high on materialism, will be more reluctant to exchange 
endowments for money than sellers with less accessible materialistic values. Watson (2003, 
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p735) concludes his research on materialism with the finding that “people with high levels of 
materialism are spenders and people with low levels of materialism are savers”. In line with this 
finding, we assume that materialistic buyers will be more willing to spend money on a not-
owned-yet object relative to buyers low on materialism. Finally, we assume that the influence of 
materialism is more pronounced for sellers than for buyers. Materialistic sellers are endowed with 
an object and, in line with Belk’s (1984) analysis, only want to exchange it when a sufficiently 
high compensation is guaranteed. If no transaction occurs, they merely keep the object and lose 
nothing. Materialistic buyers have to give up one possession (money) in order to obtain another 
one (object). If they offer an amount of money that highly exceeds the subjective value of the 
object, the transaction might have an undesirably high cost and therefore be unattractive. In sum 
we assume that:   

H1: Materialistic sellers ask higher prices for an endowment than less materialistic sellers. 
H2: Materialistic buyers are willing to pay more for an object than less materialistic buyers. 
H3: The observed WTP-WTA gap increases with increasing materialism. 

 
 
2.  Experiment 1 
 

To test the hypothesis that materialism serves as a moderator of the endowment effect, a 
first experiment was conducted. In this study, participants are endowed with a gadget called 
‘clicker’. The clicker was distributed in 2006 by Unilever brand AXE to support the release of 
‘AXE Click’, a new line of men’s shower gel and deodorant. The gadget became very popular 
among adolescents and could not be purchased at the time of the experiment. 
 
2.1. Method 
 

Participants. Three hundred seventeen first year students in Communication Science at the 
Katholieke Universiteit Leuven (Leuven, Belgium) participated in the experiment as part of a 
course requirement. They received an extra credit for their participation. 

Procedure. Participants were randomly divided over two auditoria. Ten clickers were 
passed on from one student to the other to ensure participants knew the object used to measure 
the endowment effect. Participants then completed a questionnaire measuring materialistic values 
and traits. The Materialism Scale of Richins and Dawson (1992) was used to measure chronic 
materialistic values. The scale consists of 18 items, scored on a 7-point Likert scale (1= totally 
disagree, 7= totally agree). The reliability of the scale items is excellent (α=.84). Materialistic 
personality traits are measured with Belk’s (1984) scales for measuring possessiveness, envy and 
nongenerosity. Twenty four items are scored on a 7-point Likert scale (1= totally disagree, 7= 
totally agree). Reliability of the subscale possessiveness is satisfactory (α=.65). Reliability scores 
of the subscales envy (α=.53) and nongenerosity (α=.38) are less satisfactory. 

After fulfilling a number of unrelated tasks, students randomly received a yellow or white 
paper with a presentation of the clicker. On the bottom of the page they were informed that some 
students would receive a clicker at the end of the experiment as a reward for their participation. 
Students with a colored paper received a clicker (sellers, N=125), students with a white paper did 
not (buyers, N=192). On the back of the page, students were asked how much money (in euros en 
eurocents) they would give (in the buyer-condition) or would want to get (in the seller-condition) 
for the clicker.  

 2



2.2. Results and discussion 
 

After removal of seven outliers, evidence is found for the endowment effect. Buyers’ 
ceiling buying prices are significantly lower (Mbuying price= €0.57, SD= 1.23) than the sellers’ 
minimum selling prices (Mselling price= €3.48, SD= 4.30), t(144)= -8.10, p<.0001. A first regression 
model containing materialistic values and condition (dummy coded: buyer= 0, seller= 1) accounts 
for 25% of the variance in prices for the clicker. Materialistic values significantly predict overall 
prices, F(1,282)= 9.31, p=.0025. In addition, a significant interaction between condition and 
materialistic values is found, F(1,282)= 6.31, p=.013. The regression slope is significant for 
sellers, t(282)= 3.60, p=.0004 but not for buyers, t(282)=.42, p=.67. H1 and H3 are thus 
supported, H2 is not. Concerning materialistic traits, only nongenerosity has predictive value in 
the endowment effect (R²=.24). A main effect of nongenerosity, F(1,281)= 7.00, p=.009 and an 
interaction between nongenerosity and condition, F(1,281)= 5.89, p=.02 appear from the data. 
The regression slope is significant for sellers, t(281)= 3.34, p=.001, but not for buyers, 
t(281)=.17, p=.87. This finding again supports H1 and H3, but not H2. 

A first experiment suggests that materialistic sellers set higher minimum prices than less 
materialistic sellers. For buyers no significant relationship between buying price and materialism 
was found. Overall, our findings support the hypothesis that materialism moderates the 
endowment effect. When economic actors are more materialistic, a larger WTP-WTA gap and a 
stronger endowment effect are observed. 
 
 
3.  Experiment 2 
 

A first experiment suggested that materialism indeed serves as a moderator of the 
endowment effect. Especially materialistic sellers set higher prices for an endowment than less 
materialistic sellers. A second experiment aimed to replicate and extend these findings in two 
ways. First, if materialism moderates the endowment effect, exposure to materialistic 
advertisements should increase the WTP-WTA gap as well. Although sufficient evidence on the 
effect of advertising on materialism is lacking, several studies did obtain a relationship between 
self-reported exposure to advertising and the endorsement of materialism (e.g., Buijzen & 
Valkenburg, 2003; Moschis & Moore, 1982) and of related consumer values (Paek & Pan, 2004). 
Second, in the current experiment the endowment effect is measured within subjects instead of 
the more commonly used measurement between subjects (cf. experiment 1). Given that 
materialistic values are highly personal, we assume that a within-subject measurement of buying 
and selling prices for an object (in this experiment a coffee mug) will shed more light on the role 
of materialistic values in the endowment effect.  
 
3.1. Method 
 

Participants. Ninety two high school students (24 boys and 68 girls; mean age = 17) 
participated in the experiment. Participants were recruited from two high schools in two different 
Flemish provinces. The experiment took place in a classroom in each school.   

Procedure. Participants were randomly distributed over two conditions. Half of the 
participants were exposed to four materialistic advertisements promoting goods through appeals 
to luxury and success (cf. Belk & Pollay, 1985). Two print ads designed to appeal men and two 
ads designed to appeal women were selected for the manipulation. The other half of the 
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participants served as control condition and was not exposed to any luxury-appeals. After the 
manipulation, participants completed the Materialism Scale of Richins and Dawson (1992) 
measuring chronic materialistic values. The reliability of the scale items is excellent (α=.81).  

In the meantime, a coffee mug was passed on from one student to the other. Galin et al. 
(2006) state that the endowment effect is reinforced in a within-subject design when the buying 
role precedes the selling role. They suggest there is more to lose if one imagines buying an object 
before selling it again. For that reason, participants were first instructed to imagine they could 
buy the mug. Next, they indicated their maximum buying price in euros and cents. After fulfilling 
a number of unrelated tasks, participants were asked to imagine they actually possessed the mug 
and could sell it to someone else. Subsequently, they indicated their minimum selling price.  

 
3.2. Results and discussion 
 

After removal of two outliers, a repeated measures ANCOVA reveals an overall 
endowment effect, F(1,87)= 4.17, p=.04. Participants tend to ask more for the mug than they are 
willing to pay for it (Mean difference = €0.50, SD=1.40). The endowment effect, however, 
interacts with both exposure to materialistic ads, F(1,87)= 4.26, p=04 and with materialistic 
values, F(1,87)= 7.08, p=.009. In the control condition, no endowment effect is found after 
controlling for mean chronic materialism, t(37)= 1.14, p=.26 (cf. Figure 1). Being exposed to 
luxurious ads increases the WTP-WTA gap significantly, t(49)= 3.55, p=.0009 (cf. Figure 2). 
Concerning materialism, materialistic values significantly predict selling prices, F(1,87)= 10.09, 
p=.002 and marginally significantly predict buying prices, F(1,87)= 2.94, p=.08, supporting H1 
and to some extent H2.  
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In sum, this second experiment managed to replicate the findings of the first experiment in 

a within-subject design. The endowment effect again appears to be moderated by materialism 
(H3). Materialistic values are especially influential when a person is actually endowed with an 
object (H1), not or less when offered the chance to buy it (H2). This experiment extended 
previous findings through the manipulation of materialistic values with materialistic 
advertisements. Although exposure to luxury did not result in a significant increase in chronic 
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materialistic values1, F(1,88)=.90; p=.35 the data suggest that exposure to appeals of luxury may 
increase the WTP-WTA gap, thereby indirectly supporting H3. The absence of an endowment 
effect in the control condition might be attributed to the within-subject measurement of the 
endowment effect. Imagining themselves in both the buyer’s and seller’s role might have elicited 
strategic concerns in participants wanting to be consistent or socially desirable in their responses, 
thereby reducing the endowment effect in the control condition. 
 
 
4.  General discussion  
 

People generally ask more money to give up an object in one’s possession, than they are 
willing to pay to obtain this object (Thaler, 1980). It is widely assumed that this “endowment 
effect” can be attributed to the principle of loss aversion (Kahneman & Tversky, 1979). However, 
the same loss is not as aversive for everyone at any time. Previous research managed to establish 
a number of moderating factors in the endowment effect (e.g. Loewenstein & Issacharoff, 1994; 
Liberman et al, 1999; Lin, Chuang, Kao and Kung, 2005; Strahilivitz & Loewnstein, 1998). This 
paper extends this line of research, proposing materialism as an additional moderator. In two 
experiments we found that materialistic people demand higher prices for their endowments, 
relative to less materialistic individuals. Since they consider their possessions as criterion for 
happiness and success, it is likely that materialists experience stronger feelings of loss aversion. 
Materialism, however, has no predictable impact on buying prices.  

These findings are not only of interest from a theoretical point of view. They might also 
help to understand the (economic) consequences of a materialist society. Materialism is said to be 
a characteristic of most western societies, a characteristic that is often labeled as a “dark side” of 
western capitalism (e.g., Kasser & Ryan, 1993). The growing discrepancy between rich and poor, 
partly due to increasing prices for consumer goods and a general lack of willingness to share 
recourses, might to some extent be interpreted in the light of our findings on the endowment 
effect. One aspect of our society that is often held responsible for creating needs, causing 
materialism and negatively influencing people’s values, is the advertising industry (e.g., 
Galbraith, 1967; Pollay, 1986, 1987; Belk & Pollay, 1985). Our research found that luxurious 
advertisements enlarge the discrepancy between an economic agent’s willingness to pay and 
willingness to accept, thereby reducing the number of transactions that are likely to occur. 

Despite our contribution to the understanding of the endowment effect, our findings still 
hold challenges for future research. We assumed that the effect of materialistic advertisements on 
the endowment effect is due to a temporarily shift in materialistic values. Our experimental 
design, however, did not permit to test this assumption. More research is needed to assess the 
causal relationship between advertising, materialistic values and the endowment effect in depth. 
In addition, the function of buyer’s materialistic values in price offers remains slightly ambiguous 
in our research. Our second hypothesis could therefore be tested more profoundly using highly 
valuable endowments. We presume that, if materialism can predict a buyer’s willingness to pay, 
this is most likely to occur when buyers are offered a valuable and attractive object - an object 
that is worth spending money on for a person for whom acquiring possessions is a central life 
occupation.  

                                                 
1 This finding is consistent with the fact that the Materialism Scale completed in this study is designed to measure 
chronic materialistic values and therefore should be insensitive to temporal fluctuations in materialism (cf. Richins & 
Dawson, 1992). 
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