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The article refers to the issue of the endowment effect, which acts as a mechanism 
that influences  valuation. The paper’s main aim is to verify the endowment effect 
phenomenon for  branded, fast-moving consumer goods. The subject of this paper 
also includes examining whether short-term possession, generates the endowment 
effect. It also studies how the possibility of using a product influences the power 
of the examined phenomenon.  In order to verify the proposed hypothesis, an 
economic experiment was used. Its results were analyzed with the use of descriptive 
statistics and econometric methods. The study demonstrated that the endowment 
effect determines the perception of goods and influences their valuation. 

1   Faculty of Economic Sciences, University of Warsaw, e-mail: gawronska.mg@gmail.com.



Rationality is thought to be the basic rule of 
mainstream economics. Although in the theory of 
economics, there are many various definitions of 
this concept, they possess a common feature. All of 
them assume that the individual will always make the 
best choices for himself, that is, according to his own 
function of preferences and limitations. The theory of 
rational choice is based on two assumptions concerning 
human preferences: completeness (all of the actions 
can be classified depending on one’s preferences) and 
transitivity (if action A is more desirable than action B 
and action B is more wanted than action C, which means 
that A is preferred to C). According to this concept, a 
human being is a rational and egoistic subject, who 
makes decisions based on reasoning as well as on the 
calculation of profits and losses (Kowalewska-Chiarini, 
2007). Thus, rationality should also be evident in the 
financial decisions of market participants, such as 
the valuation of goods. According to the principles of 
mainstream economics, the individual should assess 
specific goods alike, regardless of being or not being their 
owner.  However, the market reality tends to be rather far 
from its standard principles. It does not clearly explain all 
consumer or investor behaviors. One of the phenomena 
that stands against the rationality paradigm is the 
endowment effect, also known as divestiture aversion. 
This specific psychological mechanism manifests itself 
in cross-border purchase and offer price differentials, as 
well  as in the higher valuation of goods (which are the 
elements of the individual’s endowment). It is possible 
that because of this mechanism,  investors value their 
shares at a higher price and consumers decide on the 
purchase of the product after being given its sample (or 
in the case of the purchase of a car, a test drive). 

The main subject of the article is the endowment 
effect, which acts as one of the mechanisms influencing 
the valuation of goods. The main aim of the article is 
the experimental verification of the endowment effect 
phenomenon for branded and fast-moving consumer 
goods. It also aims at demonstrating that the endowment 
effect can influence the perception of the product as 
well as its valuation. Additionally, research regarding 
the possibility of short-term ownership generating 
the endowment effect was conducted. The study also 
focused on the way the use of a product influences the 
power of the endowment effect. The paper discusses 

methodology and the results of the economic experiment 
conducted by the author. It also contains the review of 
relevant literature. 

The difference between the cross-border purchase 
price (the lowest price at which the consumer is willing 
to sell a specific good; a.k.a. WTA – willingness to accept) 
and the cross-border offer price (the highest price, for 
which the consumer is willing to pay for the specific 
good; a.k.a. WTP – willingness to pay), is referred to 
in the literature as WTA-WTP disparity. Willing (1978) 
suggested that the possible cause for the disparity 
might be the income effect, while noting that the effect 
should be small provided that the good forms a small 
part in the entity’s endowment. Another cause for this 
phenomenon is indicated by Rove (1980), as well as 
by Brookshire and Coursey (1987). According to them, 
the emergence of disparity is related to the conscious 
disparities of the established valuation adjustments, 
e.g. in order to have an advantage in the process of 
negotiations (Czajkowski, 2003). What appears to be the 
most convincing explanation for the WTA-WTP disparity 
is the endowment effect, which is defined in literature 
as the fact that people often demand much more to give 
up an object than they would be willing to pay to acquire 
it (Kahneman et al., 1991, p. 194). This term is related 
to the trend of behavioral economics, which rejects the 
rationality paradigm, while appreciating the meaning of 
emotions and psychological factors in human behavior. 
This concept was also adopted by the field of behavioral 
finances (cf. Zielińska & Ostrowska, 2013).
The endowment effect implicates the growth of a 
good’s value in the eyes of the entity, the moment it 
becomes part of its endowment. The endowment effect 
phenomenon  
is about, ceteris paribus, the fact that we value more 
the goods that we actually possess, than those that 
we do not (Czajkowski, 2003). The endowment effect 
exemplifies the symptom of a loss aversion, which is 
one of the assumptions of the prospect theory (Tversky 
& Kahneman, 1979 for: Czajkowski, 2003). According to 
this theory, the balance of loss is bigger than the balance 
of objectively proportional profit. In other words, grief 
after the loss is more acute than the pleasure resulting 
from gaining the goods (Morewedge et al., 2009). 

InTrodUCTIon
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The most common method used for the WTA - WTP 
disparity, as well as for the study of the endowment 
effect, is the economic experiment. The application of 
the experimental economic method is in this case most 
definitely legitimate. A study conducted with the use of 
traditional methods can thus cause many problems, such 
as difficulties with the control of external conditions, or 
differences in the results that depend on the method 
of collecting data (Czajkowski, 2003). Since the 1980s, 
the endowment effect has been studied with the use 
of experimental methods. In the case of experiments 
involving the actual exchange of goods, lottery tickets 
(e.g. Knetsch & Sinden, 1984; Plott & Zeiler, 2005), mugs 
(e.g. Loewenstein & Issacharoff, 1994; Morewedge et 
al., 2005), bars of chocolate  (Knetch, 1989), tickets for 
sport events (Carmon & Ariely, 2000; List, 2003), pens 
(e.g. Kahneman et al., 1991), cookies (Apicella et al., 
2014), cardboard binoculars (Kahneman et al., 1990), 
etc. were used. Also known are the experiments, in 
which deer hunting permits (Haberlein & Bishop, 1985 
for: Czajkowski, 2003), or even the choice of the number 
of trees in the nearby park (Coursey & Brookshire, 1987), 
were used.  The author of the article is not familiar with 
the experiments in which luxury, branded and fast-
moving consumer goods were used. This is why, in the 
described experiment, a branded cosmetic product was 
used. 

It is worth mentioning that the implications of 
the endowment effect were also examined, based on 
behavioral finances. In Poland, in 2010, a study of the 
shareholder structure as well as the financial structure of 
the stock exchange listed companies was conducted. The 
results indicated a high dependency between a sense 
of subsidiary ownership and overestimating its financial 
results. Among the companies whose management and 
supervisory boards before its first listing held 80% of 
shares, more than 67% indicated overestimated results 
in unaudited reports. In this study, the phenomenon 
was named the ownership effect (Kowalewska, 2010). 
Other research regarding the behavior of the capital 
market participants showed that the endowment effect 
manifests itself in the fact the investors prefer the form 
of investment which they inherited (high-risked shares, 
medium-risked shares, bonds). They are therefore willing 
to withhold securities, which they already hold, regarding 
them as a sort of privilege (Samuelson & Zeckhouser, 
1998 for: Zielonka, 2003).
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In the chapter below, empirical research conducted 
in 2014 at the Faculty of Economic Sciences of the 
University of Warsaw was described. The research took 
the form of a laboratory experiment. It was essentially 
aimed at verifying the existing endowment effect 
phenomenon for branded and fast-moving consumer 
goods.

Modification of the experiment with the use of 
products within the color cosmetics section, carries many 
new scientific possibilities. Most of all, it allows a look 
at the endowment effect, not only from the economic 
and financial (valuation) perspective, but also from the 
marketing point of view. Thus, it facilitates the analysis 
of some mechanisms responsible for the efficiency of 
marketing activities. In the decisive process leading 
to the choice of specific choice of section and product 
amond color cosmetics, given features were included:

1) The product should be diversified horizontally 
- many varieties of the same good exist, consumers 
propose a demand for different alterations, as they 
possess heterogenic preferences concerning products 
they believe are the most desirable. This quality 
contributes to the elimination of potential research 
disruptions. The choice of product, which is offered 
on the market by many companies and which exists in 
various alterations, minimize the risk of the influence 
of a previous experiment with a product on its 
valuation. It also limits the possibility of the specific, 
established price to be indicated by the majority of 
respondents in the process of valuation.

2) The product should be branded. This quality 
makes it possible for the specific recommendations to 
be presented, as well as allows for the occurrence of 
the endowment effect in the marketing mechanism to 
be examined.

3)  Above the line (ATL) advertising of the 
specific product is available, in particular, television 
advertising. It allows for the specific, experimental 
conditions, which set the research in a more realistic 
marketing context to be created. 

4)  The chosen goods should be products of 
everyday use, lacking any specific conditions for them 
to be used, or tested. The choice of such products 
allows without any major effort for the experimental 
conditions similar to the conditions of natural use, to 
be created. 
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Among many products, from the significantly 
fragmented market of color cosmetics, a section of lip-
glosses, characterized by its diversification (products are 
diversified horizontally) and high level of competiveness, 
was chosen. What is more, the use of a lip-gloss does not 
require any specific conditions; the beauty product can 
be applied almost anywhere. The research was carried 
out with the use of Rimmel Stay Glossy 3D lip-gloss.  In  
the experiment, 86 items of the product were used.

The participants of the experiment were volunteers 
– female students of the Faculty of Economic Sciences of 
the University of Warsaw. Due to the specificity of the 
chosen product, the participants of the research were 
women only. The choice of the cosmetic 

as a valuated good, implied that the product 
from either a women’s or men’s line should be agreed 
on.  Diversification of the product in the context of 
one experiment could significantly distort its results. 
Engagement in the experiment by the representatives of 
one sex only, is therefore justified.  However, it is worth 
mentioning that the results are not affected by the choice 
of sex, as all equinumerous, experimental groups are non-
coeducational, therefore they are comparative. Maybe in 
the future the influence of sex on the occurrence and 
the intensity of the endowment effect would be worth 
analyzing. In this paper however, the focus is centered 
on the influence of other varieties. Thus, one may notice 
a particular direction of the development of further 
studies. 

The participants of the research are students of 
different age and fields of study. The only criterion 
according to which one was qualified to take part in 
the study was the Faculty of Economic Sciences of the 
University of Warsaw student status. Because of this kind 
of group selection, the problem with the understanding 
of the experiment which could appear 

if students from other fields would participate, was 
avoided. In the present paper (following the example of 
previously conducted studies), year and field of study 
were recognized as irrelevant variables. 

For the purpose of the experiment, a survey was 
conducted. A questionnaire, which was designed in the 
way it would deliver data, which could later influence 
the decisions of the participant during the experiment, 
was therefore prepared. The questions were concerned 
with i.e. previous experience with the product, reaction 
after seeing the commercial, consumer customs of the 
surveyed persons, the perception of the specific brand, 

as well as features that the students thought were 
appealing during the valuation process. 

The actual purchase and offer transactions will be 
conducted, the moment the prices will be selected with 
the use of the auction method.  In the experiment, modi-
fication of the nth-price auction was used – in each gro-
up, eight best offers were selected, and the transaction 
at a price suggested by the eighth person was conducted. 
The quotas were ranked high to low (purchase transac-
tions), or low to high (offer transactions). The nth-price 
auction takes the Vickrey auction technique as its mo-
del. According to this system, participants interested 

in purchasing specific goods confidentially bid. The 
winner is the person who offers the highest value bid. 
However, the transaction is executed after the second 
highest bid is offered. Nevertheless, Vickrey’s technique 
possesses one significant drawback. It involves persons 
whose offers oscillate around the second price, while the 
rest of the individuals can bid falsely. In order to elimina-
te this problem, Shogren designed the nth-price auction, 
in which the number of winners is chosen randomly. 
After the offers are ranked, winners purchase goods that 
are put up for auction at an nth-person’s price. Valuation 
with the use of the nth- price auction is characterized by 
high credibility, as the best strategy for the bidder is to 
announce the actual price at which they are willing to 
purchase a specific product (Chern et al., 2013).

The purpose of the planned and conducted research 
was to verify hypotheses related to the following issues:

H1: There exists an endowment effect phenome-
non for branded, private, fast-moving consumer goods.

The conducted study aimed most of all at verifying 
the existence of the endowment effect phenomenon, in 
reference to fast-moving, branded consumer goods. The 
hypothesis was deduced, based on a rich experimental 
literature, which indicated the occurrence of the endow-
ment effect for many kinds of goods. It is worth noticing 
that in the previous studies, these kinds of quality goods, 
especially cosmetic products, were not used. The deci-
sion-making process of the consumer in the moment of 
purchasing this kind of product differs significantly from 
the purchase of such goods as mugs or pens. Psychologi-
cal aspects as well as customer loyalty to a specific brand 
might here play a crucial role. The demand for this kind
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of product (makeup cosmetics in particular), is also incre-
dibly sensitive to the consumers’ individual preferences. 
It is not, however, as meaningful, as in the case of more 
universal goods (like for example, the previously men-
tioned cups). Consumers can value products in different 
ways, depending on the preferred color, consistency, 
smell, etc. Equally important in this case, would also be 
informing the potential consumers of the need for the 
ownership of specific goods. This particular need is re-
lated to the individual consumer’s custom. Whilst a mug 
is practically used by anyone (if it is not used by the indi-
vidual, it by his guests), a specific makeup product may 
be redundant (in general, or at a particular moment) for 
some of the consumers.

H2: Short-term possession also generates the en-
dowment effect. 

Another issue studied with the use of the planned 
experiment was the endowment gradation. In the pre-
vious studies, the participants were divided into the two 
groups only: owners and non-owners, without any inter-
mediate possibilities. The aim of the present experiment 
was to examine whether short-term experience with a 
product could be considered as a kind of possession (la-
ter termed temporary, or incomplete possession). The 
hypothesis according to which short-term possession 
influences the valuation and that it will generate a kind 
of endowment effect (maybe weaker than in the case of 
full-term ownership), was suggested. With this end in 
view, the comparison of the cross-border purchase pri-
ces among persons who do not possess specific goods, 
or possess them for a short term, should be conducted. 

H3: The ability to use the product influences the 
power of the endowment effect.         

The conducted experiment enabled us to study the way 
the experience with the product in the form of its usage 
influences the power of the endowment effect (measu-
red with the size of WTA-WTP disparity). With this end 
in view, the comparison of the size of the given disparity 
between the groups of possessors and non- possessors 
who are not able to use the product and the groups of 
owners and non-owners, who are able to use the pro-
duct, should be conducted.  This issue is immensely in-
teresting, in particular, if one would notice that the pre-
vious studies reduced the experience with the product, 
to the possibility of seeing it up close and touching it. In 
the previously conducted experiments, the possibility of 
using products in a natural, or close to natural environ

ment by the participants was not included. It was howe-
ver conducted by the author in this study. 

The research was conducted in four, equinumerous 
experimental groups. In each group, the number of 
the experiment’s participants numbered twenty-six 
volunteers.  It took about fifteen minutes for each study 
to be conducted. 

 After the participants of the research took their 
seats and were informed of the basic rules of being part of 
experiment, a television commercial for the lip-gloss was 
screened.  Next, depending on the experimental group, 
the products were given or shown to the participants. 
In two groups, the participants could try on the given 
product. In the next step, participants of the study filled 
out the valuation questionnaires concerned with cross-
border purchase and offer prices. They were also given 
questionnaires to fill out.  Further, the auction was held 
during which from each group eight of the best offers 
were selected. Afterwards, actual purchase and offer 
transactions were conducted.

The experiment in the first group aimed at studying 
the price ceiling at which the participants were willing 
to purchase the offered lip-gloss (WTP). In this group, 
participants could bid their valuation offers, based on the 
TV commercial and on the product that was held up and 
shown by the experimenter from afar. The participants of 
the study were therefore not the owners of the product, 
nor were they allowed to have an experience with the 
product during the experiment. Because of the auction, 
eight participants could purchase the previously shown 
product.

The experiment in the second group also aimed 
at studying the participants’ WTP. In this group, the 
variable which did not appear in the previous version 
was the possibility of a short-term experience with 
the product. After watching the commercial, each 
participant was given a lip-gloss. She was informed that 
from this moment on, during the next two minutes, the 
product was her own – she can look at it, try it on, use 
it – however, after the given time passes, she needs to 
give the product back. The described situation could be 
termed a temporary, short-term, incomplete possession. 
The group was included in the experiment with the aim 
of studying the gradation of the endowment, as well as 
of examining whether the given experience, that is a 
short-term possession, also generates the endowment 

proCedUre

Magdalena Gawrońska,
Influence of the endowment effect on the valuation of goods. An experimental verification                                           „e-Finanse” 2015, vol. 11/ nr 1



Table 1: Basic statistics concerned with the auction valuation within the division of the groups

Source: Own elaboration based on results from Stata program
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effect. As a result of the auction, eight participants 
of the experiment purchased exactly the same 
lip-glosses which they had used several minutes 
earlier (the products had a number on them).

In the third experimental group, after the screening 
of the commercial, each participant was given a Rimmel 
Stay Glossy lip-gloss. Thus, they became the owner of 
the product.  The participants were informed that they 
do not have to give the product back and that from 
that moment on, they are its owners. However, they 
were asked not to use, or even open the lip-gloss.  After 
distributing the products, the minimum price at which 
the respondents would be willing to sell the received 
lip-gloss (WTA), was studied. After the auction was 
conducted, eight participants sold the received lip-
glosses to the experimenter.

In the fourth experimental group, after seeing the TV 
commercial, each participant was also given permanently 
a Rimmel Stay Glossy lip-gloss. This time however, the

participants could start using the product, only in order 
to experience the product (as was in the case of the 
studied second group).  In this group, the participants 
were aware that not only can they use the product, but 
that it is also their property. After the experience with the 
product, participants’ WTA, that is the minimum price for 
which they would be willing to sell the received lip-gloss, 
was studied. What is more, the purchase transactions 
were conducted. 

H1: Occurrence of the endowment effect 
phenomenon for branded, private, fast-moving 
consumer goods.

Table 1 presents basic statistics concerned with the 
auction valuation.

resUlTs oF The sTUdy. verIFICaTIon oF 
The researCh hypoTheses
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In the first group, the average price (mean) equals 
11.54 zł and median (p50) 10zł. The minimum offer (min) 
was amount to 1 zł and the maximum (max) to 30zł. In the 
second group, the average price equals 7.88 zł, median 
8zł. The minimum offer was 0zł, while the maximum 20zł. 
In the third group, the average price reached the level of 
15.35 zł, median 15 zł. The lowest bid was 7 zł, while the 
highest 30 zł. In the remaining fourth group, the average 
price equals 18.69 zł and median 12.83 zł. The minimum 
bid equals 7 zł, while the maximum is 70 zł.

It is therefore apparent that according to the 
theoretical predictions, in the case of bids, both means, 
as well as medians of the cross-border purchase prices are 
lower than the analogical statistics for the cross-border 
offer prices. In the first and third group, the average WTA 
to WTP ratio equals 1.33, while in the second and fourth 
group, the ratio equals 2.37. A formal test examining the 
parity of means, in order to verify statistical significance 
of the monitored result, was conducted.

The groups were compared in pairs, therefore small 
(N=26), self-contained samples were juxtaposed. The 
results of Shapiro-Wilk’s test suggest that at the adopted 
level of significance which equals 0.05, the variable bid 
in the first, second and third groups is characterized by 
a normal distribution, however in the case of fourth 
group, null hypothesis of the normal distribution (p. 
value equals 0.00001) had to be rejected. Formal test for 
the equality of variances was conducted, however it did 
not succeed. Due to this fact, the equality of means was 
studied with the use of non-parametric Mann-Whitney’s 
test. The test results indicated that the differences at the 
levels of average cross-border prices between the first 
and the third groups are statistically significant (p.value 
equals 0.00142). A similar case was noticed in the second 
and fourth groups (p. value equals 0.001).

The conducted analysis supported the hypothesis 
of the endowment effect phenomenon for branded, 
private, fast-moving consumer goods. The specificity of



the product used in the study did not eliminated WTA-
WTP disparity, neither did it change its direction.

H2: Generating the endowment effect through 
short-term possession.

As a result of the conducted experiment, 
the hypothesis according to which the short-
term possession also generates some kind of 
endowment effect was verified. In order to examine 
the authenticity of the prediction, comparison of 
the cross-border purchase prices of the persons 
who did not possess the goods and those who 
possessed them for a short term was conducted.  
It was expected that the experience with the 
product representing novelty in the experiments 
studying the endowment effect would influence 
the rise of cross-border purchase prices. This sort 
of result would suggest that there exists a kind 
of an endowment gradation. It was noticed that 
in the group of purchasers who could only look 
at the product from afar and see its commercial, 
the lowest bid price equaled 1zł, the highest 30zł, 
while the average stood at the level of 11.54 zł. In 
the group of purchasers who for some time were 
the owners of the product, the lowest WTP value 
equaled 0 zł, the highest 20 zł, while the average 
reached 7.88zł. The ratio of the average WTP from 
the second group (WTP*) to the average WTP from 
the first group, equals 0.68, while it was expected 
that the WTP* to WTP ratio would equal more than 
1. This result suggests that in human perception 
an intermediate state between possessing and 
not possessing, termed in this study a short-
term or incomplete endowment, does not exist. 
In order to check the statistical significance of 
the noticed differences, a non-parametric Mann-
Whitney test was conducted. The test indicated 
that the differences between the average WTP 
values in the monitored groups are not statistically 
significant (p.value equals 0.0724). The appearing 
interrelations are therefore random, thus in 
order to verify the second hypothesis it would be 
necessary to repeat the study in a bigger trial.

However, based on the conducted surveys, it 
is possible to attempt at explaining which factors 
potentially influenced the results. The possible 
explanation for the achieved result is brought by the 
analysis of the answer to the question concerned 
with consumer customs of the participants. 
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The respondents were asked the question: How often 
do you use this type of a product (lip-gloss)? Among the 
respondents, significant differences between groups 
are noticed. In the first group, more than 53% of the 
respondents use a lip-gloss, more than three times a 
week, while in the second, barely 19%. This group is 
also characterized by the large number of respondents, 
who use a lip gloss less than once in a month (34.6%). 
The consumer customs of the participants from the first 
and second group can have an increasing influence on 
the valuation of goods. Among the respondents who do 
not use regularly this kind of product, the need of its 
purchase may be slight; therefore, valuation of the good 
is relatively low. 

Another possible explanation for the observed WTP* 
to WTP ratio could be differences in the perception of the 
screening of the TV commercial. The average rating of 
the commercial (from 1-5) in the second group was lower 
than in the first group (3.04 vs. 3.27). The participants in 
the first group could therefore rate the good higher than 
the participants of the second group in relation to the 
positive reactions aroused by the TV commercial. 

Equally interesting is the distribution of the answers 
to the question concerned with the previous experiences 
with the Rimmel brand. Responders were asked: Have 
you ever used Rimmel makeup cosmetics? In the second 
group, the number of negative responses equaled 30.8%, 
however in the first one, 11.5%. Previous experiences 
with the brand could therefore have an influence on the 
higher valuation of goods in the first group. Interesting 
results are also delivered by the answers to the question: 
Have you ever used Rimmel lip cosmetics (e.g. lip gloss)? 
In the second group, the percentage of responders who 
had previously used Rimmel lips cosmetics was 23%, 
while in the first group as many as 61% have previously 
used these products. The participants who had at least 
once bought Rimmel cosmetics may know its market 
price. The participants who had previously used Rimmel 
lip products could also valuate the product (which is the 
subject of the experiment) higher due to their previous 
experience with the brand. In order to study the feelings 
of the respondents, the question was asked: How would 
you rate your satisfaction after using the lip cosmetics 
(e.g. lip-gloss) by this brand? None of the respondents 
rated their satisfaction after using the product as very 
bad, or bad. The results confirm the assumption that 
significant participation of the previously satisfied 
Rimmel lip cosmetics users influenced the higher average 
valuation of the subsample of goods.

Magdalena Gawrońska,
Influence of the endowment effect on the valuation of goods. An experimental verification                                           „e-Finanse” 2015, vol. 11/ nr 1



www.e-finanse.com
University of Information Technology and Management in Rzeszów  93

A surprisingly low valuation of the cosmetics by the 
participants of the study in the second group could also 
be caused by the specificity of the experience with the 
product.  All of the respondents in this group received 
the same lip-gloss, in the same color. In the presented 
commercial however, one could see the whole color 
palette, while the displayed product was only visible from 
afar. Due to a verification of the specific color imagination 
through one’s personal experience, this particular 
difference could cause significant consequences. It could 
be noticed that as many as eleven respondents (about 
42%) indicated color as the determiner of valuation.  One 
would assume that if the respondents could try on lip-
glosses in different colors (their experience would not be 
fragmented), the valuations could shape differently.

H3: Influence of the possibility of using the product 
on the power of the endowment effect.

In the next step, the hypothesis according to 
which the use of product influences the power of the 
endowment effect was verified. It was assumed that the 
experience with the product in the form of its usage, 
influences the size of WTA-WTP disparity. In order to 
verify this hypothesis the size of the mentioned disparity 
between the first and the third groups and the second 
and the fourth groups was compared.  As was remarked 
earlier, in the first and fourth groups the average WTA to 
WTP ratio equals 1.33, while in the second and fourth 
group 2.37. Among the purchasers and the sellers who 
were given permission to use the product at the time 
of the experiment, the disparity is almost 78.2% higher 
than in the case of those who could not try the product. 
One can therefore assume that using the product gives 
the endowment effect more power. 

In order to identify other potential causes for 
the occurrence of differences in the size of WTA-WTP 
disparity, the results of surveys were used. Different sizes 
of disparity may be caused by discrepancy between the 
first and the second group (WTP1>WTP2) and between

the third and the fourth group (WTA3<WTA4). More 
significant differences between the first and the second 
group were analyzed in the previous subchapter. In 
this passage other potential differences, in particular 
between the third and the fourth group were indicated.
Previous viewing of the product by the participants 
could have, to some extent influence on the valuation 
(e.g. the possibility of acquaintance with the market 
value of the product).  The respondents were asked 
the question:  Have you ever (before the experiment) 
seen any commercial of the product? The majority of 
positive answers was registered in the fourth group 
(42%), while the smallest number of positive responses 
was in the second group (23%). Thus again, the contact 
with any commercial could mean the possibility of the 
acquaintance with the product’s market price, which 
potentially influenced WTA/WTP assessment.

Another possible source of the differences can be 
found in dissimilar perception of the Rimmel brand, 
in particular groups. The respondents were asked the 
question: How do you perceive Rimmel cosmetics? It 
is worth noticing that the respondents perceive the 
Rimmel brand as neither very bad nor bad. In each group 
positive responses dominated. The group which rated 
brand the highest was the fourth group. In this group, 
only one participant perceived the brand “neither bad, 
nor good,” other participants perceive it as good or very 
good. The participants from the third group, in which 
44% of the respondents thought of the product as 
“neither bad, nor good,” rated the brand the lowest. The 
presented interrelations could be the cause of WTA value 
differences between the third and the fourth groups. 

Other important interrelations

Below, the analysis of the correlations between the 
chosen as a result of the conducted surveys variation 
and the cost of the bid is presented. Due to the fact that 
the data concerned with the auction valuation do not 
have normal distribution, Spearman’s rank correlation 
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The results presented in table 2 indicate that 
statistically significant is the correlation between the use 
of  product and  the amount of valuation – the amount 
of valuation increases along with the frequency of using 
lip-glosses by the respondents. Among other significant 
correlations, the relation between the use of lip-glosses 
and the rate of the screened commercial, as well as 
between the perception of the brand and the rating of 
the commercial is worth mentioning. Equally interesting 
can also be the correlation between the usage of the 
Rimmel cosmetics and the Rimmel lip cosmetics and the 
perception of the brand. Spearman’s coefficients are in 
both cases negative. 

In the present chapter, some of the limitations of 
the conducted study of which the author of the article 
is aware will be discussed. The possibilities of improving 
the experiment in the future are also indicated.

It should be taken into consideration that the 
sample on which the experiment was conducted 
is unrepresentative. Students represent a specific 
population, they are frequently characterized by their 
different approach to money, as opposed to social 
representative groups. They have however, relatively 
low opportunity cost (Krawczyk, 2012), which was a 
significant justification for the choice of respondents. 
Furthermore, the majority of economic experiments are 
conducted on university students, not least because of 
the easy access to this group for researchers. It is also 
worth mentioning that the previous studies concerned 
with the endowment effect were also conducted on 
students, extrapolating the received results onto other 
social groups, or even the entire population (Czajkowski, 
2003).

It is also worth considering whether the adequate 
procedure of the valuation was applied. In the present 
experiment the auction method was the main method 
of valuation. Worth considering in the future is the 
application of the random nth-price, which excludes 
giving the participants the ex-ante of the number of 
winners. Perhaps, in this way, a participant’s temptation 
to overestimate, or understate prices, would be 
eliminated. The use of another method like the BDM 
procedure, often applied to the experiments studying 
WTA-WTP disparity, is also worth considering.

During the experiment, several problems worth 
preventing in the future were detected.  The first issue 
noticed during the experiment was a failed transaction 

dIsCUssIon

made by one of the participants in the first group. The 
subject, despite being previously informed that the 
winning bids will be actually executed, did not conform 
to the rules and left the room without executing the 
payment transaction. However, such a situation was 
successfully eliminated in the next groups. Due to 
the disruption’s incidental character and the fact that 
during the moment of filling out the questionnaire, the 
respondent knew the rules of the auction, there seems to 
be no cause for rejecting the results of the whole group, 
or even for recognizing the result as faulty.

Furthermore, during the experiment, in the fourth 
group (owners-sellers, who at the time of the experiment 
were able to use the product), the question was asked 
whether at the time of determining the minimum selling 
price, it is worth taking into consideration the fact 
that the lip-gloss is being used. Because cosmetics are 
personal goods, the selling of previously used items is 
not usually practiced. Due to this fact, it was suggested 
that the participants not take the use of product into 
consideration during the valuation process. In order 
to avoid this kind of ambiguity, it would be necessary 
to enable participants to have the experience with the 
product and then gather the used goods while handing 
over new products. This kind of procedure however, was 
impossible due to a limited budget. Therefore, one had to 
be satisfied with the solution suggested in the discussed 
experiment. 

Another issue worth considering is the modification 
of the structure of the questionnaire. As it was revealed, 
some of the questions that the participants were asked 
did not provide any significant information. They included: 
questions concerned with the previous experience with 
the product, previous watching of the TV commercial 
or willingness to take part in the next study. Therefore, 
maybe it is not worth asking this of kind of question, 
while asking those which could explain the decisions of 
respondents. Issues which could be discussed in such a 
study would include their self-esteem, current need for 
the product, or their financial capacities. 

Also worth considering is the modification of 
the scientific plan and the structure of the survey, so 
that all of the respondents would be asked what main 
reasons guide them while placing purchase or selling 
offers. Adding more possible answers to the survey, 
while not focusing on the product features only, would 
also be advised. Perhaps it is worth conducting a survey, 
not during, but after the study as a post-experimental 
questionnaire. 
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ConClUsIons

The conducted study confirmed the hypothesis of 
the existence of the endowment effect phenomenon for 
branded, private, fast-moving consumer goods. According 
to the theoretical predictions, both the means and the 
medians of the cross-border purchase prices are lower 
than the means and medians of the cross-border offer 
prices. In compared experimental groups, statistically 
significant WTA-WTP disparity that assumes the 1.33 and 
2.37 values was noticed. 

It was impossible for the hypothesis according 
to which, the short-term possession also generates 
some kind of endowment effect to be confirmed. The 
hypothesis was not previously verified in the experimental 
studies (the participants were only divided into owners 
and non-owners, without any other intermediate 
option). The differences in the rise of the cross-border 
purchase prices by the persons who did not possess 
the goods, or possessed it for a short time turned out 
not to be statistically significant. Therefore, the existing 
dependencies, contradictory to the predictions, were 
recognized as random and in order to verify the second 
hypothesis, the study would have to be repeated on a 
bigger sample. However, with the use of descriptive 
statistics, potential sources of the higher cross-border 
purchase price by the persons who could not experience 
the product than by those who were enabled to 
experience it was indicated.

Furthermore, the genuineness of the hypothesis

according to which the use of product influences the 
power of the endowment effect was not excluded. The 
hypothesis was not verified in the previous studies, in 
which participants were only allowed to see the product 
up close and touch it. In this study, among buyers and 
sellers who were permitted to use the product, the WTA-
WTP disparity was almost 78.2% higher than in the case 
of respondents who could not try the item. One can 
therefore assume that the use of a product increases 
the power of the endowment effect, however the 
article indicated other potential causes for the obtained 
difference.

In the present article, it was proved that the 
possession of goods can influence their perception and 
valuation. The fact that the use of a product positively 
influences the power of the endowment effect was 
not excluded. Therefore, it is worth reflecting on the 
ways in which the endowment effect is (possibly often 
unconsciously) used on different markets. The decisions 
of customer purchasing are made under the influence 
of the participation in the marketing of experience, the 
use of free samples, or the makeup sessions offered by 
the drugstore chains. They are the perfect examples of 
the use of this phenomenon on the market of goods and 
services. However, on the capital market this effect may 
manifest itself through the behaviors of the investors, 
who overestimate their securities, or through inflating 
profits, or overvaluing enterprises, by their sole owners 
or by the persons, who hold a significant part of shares 
in a specific subsidiary. 
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