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Abstract

A wine-loving economist we know purchased some nice Bordeaux wines years ago at
low prices. The wines have greatly appreciated in value, so that a bottle that cost only
$10 when purchased would now fetch $200 at auction. This economist now drinks
some of this wine occasionally, but would neither be willing to sell the wine at the
auction price nor buy an additional bottle at that price. Thaler (1980) called this
pattern—the fact that people often demand much more to give up an object than they
would be willing to pay to acquire it—the endowment e�ect. The example also
illustrates what Samuelson and Zeckhauser (1988) call a status quo bias, a preference
for the current state that biases the economist against both buying and selling his
wine. These anomalies are a manifestation of an asymmetry of value that Kahneman

Menu

This website uses cookies.

By clicking the "Accept" button or continuing to browse our site, you agree to �rst-party and session-only cookies
being stored on your device to enhance site navigation and analyze site performance and tra�c. For more
information on our use of cookies, please see our Privacy Policy.

Accept

https://www.aeaweb.org/
https://www.aeaweb.org/journals/jep
https://www.aeaweb.org/journals/jep
https://www.aeaweb.org/articles/pdf/doi/10.1257/jep.5.1.193
https://www.aeaweb.org/privacypolicy


Choose Format:

and Tversky (1984) call loss aversion—the disutility of giving up an object is greater
that the utility associated with acquiring it. This column documents the evidence
supporting endowment e�ects and status quo biases, and discusses their relation to
loss aversion.
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