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		Abstract

		Can heuristic information processing affect important product markets? We explore whether the tendency to focus on the left-most digit of a number affects how used car buyers incorporate odometer values in their purchase decisions. Analyzing over 22 million wholesale used-car transactions, we find substantial evidence of this left-digit bias; there are large and discontinuous drops in sale prices at 10,000-mile thresholds in odometer mileage, along with smaller drops at 1,000-mile thresholds. We obtain estimates for the inattention parameter in a simple model of this left-digit bias. We also investigate whether this heuristic behavior is primarily attributable to the final used-car customers or the used-car salesmen who buy cars in the wholesale market. The evidence is most consistent with partial inattention by final customers. We discuss the significance of these results for the literature on inattention and point to other market settings where this type of heuristic thinking may be important. Our results suggest that information-processing heuristics may be important even in market settings with large stakes and where information is easy to observe. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Heuristic Thinking, Inattention, Automobiles, Behavioral Economics

	
	

	
    

    
	

	
	
		JEL Classification: D4, L1, L62

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Lacetera,  Nicola and Pope,  Devin G. and Sydnor,  Justin R., Heuristic Thinking and Limited Attention in the Car Market (May 24, 2010).  Available at SSRN: https://ssrn.com/abstract=1682191 or http://dx.doi.org/10.2139/ssrn.1682191 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Nicola Lacetera (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: University of Toronto - Strategic Management]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Toronto - Strategic Management  ( email )

			

			
			
				
				
				
					Canada

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				University of Toronto at Mississauga - Department of Management 

			

			
			
				
				
				
					Canada

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER)  ( email )

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Devin G. Pope

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: University of Chicago - Booth School of Business]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Chicago - Booth School of Business  ( email )

			

			
			
				
				
				
					5807 S. Woodlawn Avenue
Chicago, IL  60637
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Justin R. Sydnor

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Case Western Reserve University  ( email )

			

			
			
				
				
				
					Cleveland, OH  44106
United States

				

				
			

			
				
				
					HOME PAGE: http://wsomfaculty.case.edu/sydnor/
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [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

				      201

			

		
		
		
			Abstract Views

			    3,032

		

		
		 
		
			Rank

			  216,795

		

		
	


	
		
            
            	       47 Citations
		

	

	
		
			
				       26 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Behavioral & Experimental Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Behavioral & Experimental Finance eJournal

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

                                
                                    
                                        FOLLOWERS

                                            3,708

                                    

                                    
                                        PAPERS

                                           16,905

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                
	
                    IO: Empirical Studies of Firms & Markets eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Empirical Studies of Firms & Markets eJournal

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

                                
                                    
                                        FOLLOWERS

                                            1,175

                                    

                                    
                                        PAPERS

                                           14,586

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Industry Specific Strategy & Policy eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Industry Specific Strategy & Policy eJournal

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

                                
                                    
                                        FOLLOWERS

                                              235

                                    

                                    
                                        PAPERS

                                              884

                                    

                                

                                
                            

                        

                    

                
	
                    Transportation Planning & Policy eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Transportation Planning & Policy eJournal

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

                                
                                    
                                        FOLLOWERS

                                               58

                                    

                                    
                                        PAPERS

                                            5,012

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Bank Deposit Rate Clustering: Theory and Empirical Evidence

                        
                            By
                                
                                
                                    
                                    Charles M. Kahn, 
                                    
                                
                                    
                                    George Pennacchi, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        99: Are Retailers Best Responding to Rational Consumers?
Experimental Evidence

                        
                            By
                                
                                
                                    
                                    Bradley J. Ruffle
                                     and 
                                
                                    
                                    Ze'ev Shtudiner
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Consumer Cognition and Pricing in the 9's in Oligopolistic Markets

                        
                            By
                                
                                
                                    
                                    Kaushik Basu
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Penny Wise, Dollar Foolish: Buy-Sell Imbalances On and Around Round Numbers

                            
                                By
                                    
                                    
                                        
                                        Utpal Bhattacharya, 
                                        
                                    
                                        
                                        Craig W. Holden, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Heuristic Thinking and Limited Attention in the Car Market

                            
                                By
                                    
                                    
                                        
                                        Nicola Lacetera, 
                                        
                                    
                                        
                                        Devin G. Pope, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Clustering in Real Estate Prices: Determinants and Consequences

                            
                                By
                                    
                                    
                                        
                                        Oded Palmon, 
                                        
                                    
                                        
                                        Barton A. Smith, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Nines in the Endings of Stock Prices

                            
                                By
                                    
                                    
                                        
                                        Mark Bagnoli, 
                                        
                                    
                                        
                                        Jinyoung Park, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Family and Community Influences on Health and Socioeconomic Status: Sibling Correlations Over the Life Course

                            
                                By
                                    
                                    
                                        
                                        Bhashkar Mazumder
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Interest Rate Clustering in UK Financial Services Markets

                            
                                By
                                    
                                    
                                        
                                        John Kevin Ashton
                                         and 
                                    
                                        
                                        Robert Hudson
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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   0.109 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
