

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	When Rational Sellers Face Non-Rational Buyers: Evidence from Herding on Ebay

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			32 Pages
		
		

		Posted: 18 May 2005
		
		
		
	

	
		
			
			




	See all articles by Uri SimonsohnUri Simonsohn
ESADE Business School; Ramon Llull University - ESADE Business School; ESADE Business School
Dan Ariely
Duke University - Fuqua School of Business


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: February 2007

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We document that eBay bidders exhibit a biased preference for auctions with more bids, even if these are non-diagnostic of quality, creating an incentive for sellers to lower starting prices to attract early bids.  We find that lowering starting prices succeeds in increasing the likelihood that an auction will receive additional bids, conditioning on its current price.  We also find that, conditioning on dollar amount bid by bidders, those who engage in non-rational herding are less likely to win, and when they do win they pay higher prices.  Supporting the premise that this is a mistake, experience reduces dramatically the tendency to engage in non-rational herding.  Remarkably, the seller side of the market is in equilibrium: a high enough share of sellers chooses low starting prices for expected revenues to be identical for high and low starting prices.  In sum, market forces in eBay eliminate the rents associated with exploiting the behavioral bias we identify, but not the bias itself. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Auctions, herding, behavioral economics, misattribution, biases

	
	

	
    

    
	

	
	
		JEL Classification: D01, D12, D21, D80

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Simonsohn,  Uri and Ariely,  Dan, When Rational Sellers Face Non-Rational Buyers: Evidence from Herding on Ebay (February 2007).  Available at SSRN: https://ssrn.com/abstract=722484 or http://dx.doi.org/10.2139/ssrn.722484 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Uri Simonsohn (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				ESADE Business School  ( email )

			

			
			
				
				
				
					Av. de Pedralbes, 60-62
Barcelona, 08034
Spain

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Ramon Llull University - ESADE Business School  ( email )

			

			
			
				
				
				
					Avinguda de la Torre Blanca, 59
Sant Cugat del VallÃ¨s, 08172
Spain

				

				
			

			
				
				
					HOME PAGE: http://urisohn.com
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				ESADE Business School  ( email )

			

			
			
				
				
				
					Av. de Pedralbes, 60-62
Barcelona, 08034
Spain

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Dan Ariely

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Duke University - Fuqua School of Business]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Duke University - Fuqua School of Business  ( email )

			

			
			
				
				
				
					Box 90120
Durham, NC  27708-0120
United States
(919) 381-4366 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      796

			

		
		
		
			Abstract Views

			    5,127

		

		
		 
		
			Rank

			   57,803

		

		
	


	
		
            
            	       17 Citations
		

	

	
		
			
				       32 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    The Wharton School, University of Pennsylvania Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                The Wharton School, University of Pennsylvania Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            5,891

                                    

                                    
                                        PAPERS

                                            3,138

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Marcella Barnhart at University of Pennsylvania - The Wharton School, Mia Wells at University of Pennsylvania - The Wharton School

                                    

                                
                            

                        

                    

                
	
                    Behavioral & Experimental Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Behavioral & Experimental Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              943

                                    

                                    
                                        PAPERS

                                           18,700

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Strategic Herding Behavior in Peer-to-Peer Loan Auctions

                        
                            By
                                
                                
                                    
                                    Michal Herzenstein, 
                                    
                                
                                    
                                    Utpal M. Dholakia, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Implications of Web 2.0 for Financial Institutions: Be a Driver, Not a Passenger

                        
                            By
                                
                                
                                    
                                    Stefan Heng, 
                                    
                                
                                    
                                    Thomas Meyer, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Is Overbidding in Online Auctions the Result of a Pseudo-Endowment Effect?

                        
                            By
                                
                                
                                    
                                    James R. Wolf, 
                                    
                                
                                    
                                    Hal R. Arkes, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Online Peer-to-Peer Lending: A Lenders' Perspective

                            
                                By
                                    
                                    
                                        
                                        Michael Klafft
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.078 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
