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Shogren et al. (1994)

• Evidence from field and lab experiments for troubling 
divergence between WTA and WTP that seems not consistent 
with theory.

• Hanemann (1991): divergence can range                                     , 
depending on the degree of substitution between goods and 
given a positive income elasticity.

•  with imperfect substitutes, a value divergence will exist and 
will
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Shogren et al. (1994)

• Randall and Stoll (1980):
intermediate monetary adjustments create perfect substitution 
between the two goods. 

Shogren et al. (1994)

• Hanemann considers markets that are incomplete or goods 
that are lumpy or indivisible 
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Shogren et al. (1994)

PROPOSITION 1 (Convergence Proposition): Given positive income 
elasticity and repeated market participation, 
the WTP and WTA measures of value will

but will not

In addition, the value measures for the market good

Shogren et al. (1994)
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Shogren et al. (1994)

• Notes:
• Real money at stake, and sandwiches had to be eaten in the 

lab!
• All sessions conducted in the Iowa State University meat-

testing laboratory
• Only one trial of each stage binding.
• Between-subjects comparison.  
• Between 12 and 15 subjects in each session

Shogren et al. (1994)

• Results for the first stage: 
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Shogren et al. (1994)

• Not so for sandwiches!
• the majority of the WTA measures for the 

nonmarket good significantly exceed the 
WTP measures. 

• Both in naive bids (trials 7-10) and 
informed bids (trials 17-20). 

Shogren et al. (1994)

• Result: for the nonmarket good with imperfect substitutes, 
WTP and WTA measures are

• even after
• With

• Reviewer: what about endowment effect?
• Kahneman et al. (1990): "... endowment effects will almost 

certainly occur when owners are faced with an opportunity to 
sell an item purchased for use that is not easily replace-able" 
(p. 1344). 
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Shogren et al. (1994)
• Kahneman et al.'s work suggests that perhaps an endowment 

effect can exist for a good with available substitutes if the 
subjects have less information on its value and cost. 

• Not observed for (low-priced) candy bars, maybe there is a 
threshold effect?

•  Iowa State coffee mugs in additional experimental 
sessions.

• Three additional treatments: WTP session (to go from plastic 
mug ($1.60) to coffee mug ($5)), and

• two WTA sessions, one with and one without transaction 
costs.

Shogren et al. (1994)

• PROPOSITION 2 (Endowment Proposition): If the endowment 
effect exists, then the willingness to accept compensation will 
exceed the willingness to pay for the market good (Iowa State 
coffee mug) with or without zero transactions costs. 

• Null hypothesis of equality of WTA and WTP cannot be 
rejected.


