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Previous work on the endowment effect has demonstrated that current ownership
status affects object valuation and that this effect occurs instantaneously on
possession of an object. The current work presents findings from four studies
which indicate that the history of past ownership can also affect object valuation.
For objects currently in one’s possession, we find that valuation increases with
duration of ownership. For objects not in one’s possession, previous ownership
experience increases valuation, and the increase appears to be related to the
duration of ownership before loss. In addition, the perceived attractiveness of
objects, although not instantly affected by endowment, is found to increase with
duration of ownership.

WILL HAUL AWAY Anything but your
mother-in-law. You have saved that junk
long enough/get rid of it! It only hurts for
a little while. [ Advertisement from Squirrel
Hill PENNYSAVER)]

he standard economic theory of preference as-

sumes that ownership, per se, does not affect valua-
tion. Merely possessing an object should not influence
its exchange value, except to the extent that owning an
object provides information about it. However, research
on the endowment effect shows that people tend to be
more reluctant to give up an object or attainment than
they are eager to acquire it (Kahneman, Knetsch, and
Thaler 1990; Knetsch and Sinden 1984; Thaler 1980).
The endowment effect has proven robust in studies em-
ploying diverse methodologies, including laboratory
experiments (e.g., Kahneman et al. 1990), economics-
style market experiments (Franciosi et al. 1996), and
field studies (e.g., Johnson et al. 1993). These studies
have also shown that people become attached to an
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object almost instantly upon being endowed with it,
which prompted Kahneman et al. (1990) to label it the
“‘instant endowment’’ effect.

Although previous research has demonstrated that
the effect of ownership on object valuation begins im-
mediately following possession of the object, complete
adaptation to ownership is likely to take time. If so,
then we should expect the increase in valuation that
occurs immediately following possession to intensify
with duration of ownership. Furthermore, since attach-
ments do not generally disappear the instant we physi-
cally lose our possessions, adaptation to loss is also
likely to take time. Thus, the value of an item owned
in the past might be greater than the value of an item
never owned, and duration of previous ownership and
time elapsed since loss are both likely to affect the
value attached to reclaiming a previously owned item.

The four studies presented in this article extend prior
research on the endowment effect by demonstrating that
object valuation is affected by both past and present own-
ership status—that is, by the history of ownership. The
first three studies were designed to test for history-of-
ownership effects under different conditions. The hypoth-
eses tested in these studies were derived from a theoretical
account of present- and past-ownership effects—based
on adaptation-level theory and loss aversion—which is
discussed in the next section of our article. After running
the first three studies, we became aware of two additional
possible explanations for the observed effects—namely
elaboration-based familiarity and motivated taste-change.
We review these alternative mechanisms in the discussion
section after the third study and test the more plausible
of the two—motivated taste-change—in a fourth experi-
ment.
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EFFECT OF OWNERSHIP HISTORY ON OBJECT VALUATION

FIGURE 1a
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THEORY AND HYPOTHESES

The theoretical framework that led us to predict past-
ownership effects is a generalization of the most widely
accepted explanation for the endowment effect, first pro-
posed by Thaler (1980) and later elaborated on by Tver-
sky and Kahneman (1991), which is based on the concept
of loss aversion. Integrating their analysis with insights
from adaptation-level theory, we propose a shifting-refer-
ence-point account (see also Hoch and Loewenstein
1991) that predicts effects of both past and present owner-
ship on object valuation.

Adaptation, in the context of object ownership, is the
tendency for people to become psychologically accus-
tomed to changes in their material situation. Adaptation
has two main consequences: (1) a diminution in one’s
hedonic response to the change and (2) increased sensi-
tivity to departures from the new state of affairs (Helson
1947). For example, one typically appreciates the speed
of a new computer, but only for a limited period. How-
ever, if the new computer breaks, forcing one to go back
to the original one, the old computer may seem intolerably
slow. In the large literature on adaptation (reviewed in
Frederick and Loewenstein [19981]) it has been found that
people adapt to both negative events (such as loss of
income or physical disabilities ) and positive events (such
as getting promoted or the comfort of a new car).

Loss aversion refers to the widespread tendency for
people to place greater weight on losses than on gains of
equal absolute magnitude (Kahneman and Tversky 1979;
Tversky and Kahneman 1991). Loss aversion can be eas-
ily observed in decision-making behavior: most people
will have no interest in a gamble that offers a 50 percent
chance of gaining or losing $100.

Figure 1aq illustrates how adaptation and loss aversion
can account for the endowment effect, using the value
function incorporated in Kahneman and Tversky’s pros-
pect theory (1979). Loss aversion is captured by a slope
discontinuity at the adaptation level or reference point
(the point where the value function crosses the abscissa),
with greater steepness for negative than for positive de-
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FIGURE 1b
PARTIAL ADAPTATION
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partures from the reference point. Adaptation is expressed
by shifts in the reference point in the direction of the
current endowment. The left-hand value function in Fig-
ure la illustrates the situation of an individual who does
not know that he is about to receive a new object (i.e.,
prior to any adaptation; r = 0). At this point in time he
would experience positive value, v(x), if he received the
object, but feel affectively neutral, v(0) = 0, if he failed
to receive it. The right-hand value function depicts the
same individual’s situation after he has received and fully
adapted to possession of the object, » = x. At this point,
object ownership has become the status quo (v(x — r) =
v(0) = 0), but removal of the object would be viewed
as aloss (i.e., v(0 — r) = v(—r) = v(—x)). The value of
object possession in both cases is equal to the difference in
value between possessing and not possessing the object
(i.e.,v(x — r) — v(—r)). If the individual has not adapted
at all (left-hand value function; r = 0), then the value of
object possession simplifies to v(x). When the individual
has completely adapted to possession (right-hand value
function), then » = x and the value of object possession
is —v(—x). The endowment effect is explained by the
fact that, because of loss aversion, the value of gaining
an object for an individual who does not possess it, v(x),
is smaller than the value of not losing it for an individual
who does possess it and has adapted to such possession,
—v(—Xx).

The loss-aversion account of the endowment effect can
be generalized to accommodate the impact of both past
and current ownership on object valuation by taking into
account the gradual nature of adaptation. The sense of
ownership need not be all-or-nothing because individuals
may not adapt instantly and fully to the acquisition or
loss of an object. Thus, as illustrated in Figure 15, r may
lie between the extremes of 0 (no adaptation) and x (full
adaptation), and the value of object possession will fall
commensurately between v(x) and —v(—x).' Between

'Although the adaptive-reference-point account makes specific pre-
dictions about valuation, it is vague at a process level. Mugs, pens, and
many other objects are discrete (i.e., nondivisible), but in the shifting-
reference-point model postulated above, intermediate values between



