Measuring the Value of an Experience: 
Application of the Endowment Effect to Sporting Event Tickets

For sport properties, the decision on how to price tickets is often an inexact science (Reese & Middlestaedt, 2001).  Reese and Middlestaedt concluded that teams often use a cost-based pricing strategy instead of a demand-based strategy. This strategy results in unsold inventory for low-demand games and the presence of a strong secondary market for high-demand games (Drayer & Shapiro, 2009).  Indeed, in a study of playoff tickets in the National Football League (NFL), Drayer and Shapiro showed that teams deny themselves millions of dollars in revenue because of inefficient ticket pricing.  As a result, the authors suggested that prices in the primary market should reflect consumers’ willingness to pay (WTP) rather than the revenue needs of the organization. However, some economists warn that WTP may not be the most accurate measure of perceived value (Azjen & Peterson, 1988; Fisher, McClelland, & Schulze, 1988).  Subsequently, studies have compared consumers’ WTP to their minimum compensation demanded for the same product (willingness to accept [WTA]).  

Researchers have repeatedly found that measures of a consumer’s WTA are significantly higher than their measures of WTP, a phenomenon referred to as the endowment effect (Kahneman et al.; Knetsch & Sinden, 1984).  According to Huck, Kirchsteiger, and Oechssler (2005), “the endowment effect describes the fact that people demand much more to give up an object than they are willing to spend to acquire it” (p. 689).  Citing ten unique studies, Fisher et al. (1988) reported that the size of the endowment effect (i.e. the ratio of WTA to WTP) ranges from 1.6-to-1 to 16.6-to-1.  Few studies have, however, examined the endowment effect on experience-based commodities.  The studies by Bishop and Heberlein (1979) and Brookshire, Randall, and Stoll (1980) found strong evidence for an endowment effect for hunting licenses.  In each study, a limited number of licenses were sold leaving some enthusiasts without a license for the year, resembling the absence of tickets to a sold out sporting event.  License-holders consistently valued their license higher than non-license-holders seeking to purchase one.  Coursey, Hovis, and Schulze (1987) found similar evidence of an endowment effect using the experience of an unpleasant taste as the commodity being exchanged.

Despite the variety of aforementioned studies, none of the research on this phenomenon has examined these measures for event tickets.  The purpose of the current study was to examine the difference between measures of WTP and WTA in this context, where the product itself (tickets) has little value and the experience of attending the event is what drives the item’s value.  The study was conducted at a Historically Black College & University (HBCU) event held in the Mid-South where event attendees, many of whom are Black and have no HBCU affiliation, make concerted effort, and incur substantial financial expenses, to participate in the ethnically and culturally relevant experiences according to Armstrong (2001).  Armstrong (2001) cited that ticket cost represents only 10% of the total expenses incurred by event attendees, a figure significantly less than the 33% of total cost purported by Mullin, Hardy and Sutton (2007). Moreover, a case has been made that event attendees perceive the actual game as only a relatively small part, of a larger unique, social and cultural event (Armstrong, 2002). Such findings suggest [1] a need to explore event attendee willingness to pay as a means of maximizing ticket revenue as noted by Armstrong (2001) critical to sustaining HBCU event operations and [2] a need to explore the monetary value event attendees place on the total event experience (as expressed by willingness to accept to miss the event).  Interestingly, findings from this study reveal the existence of a “reverse endowment effect,” perhaps a concept relevant to hallmark sporting events appealing to unique market segments such as the HBCU event under investigation.  In this session an overview of the theoretical constructs, all findings, applicability of results for other sport events, and future research recommendations will be presented.     
