
» June 2017,  Volume 10,  Issue 2

Shaping Homeowner Pricing Decisions
Katherine E. Loveland, PhD, Naomi Mandel, PhD, and Utpal M. Dholakia, PhD

Forgiveness on Your Team: Role of Cohesion and Collective Action
Kyle Irwin, PhD, Jo-Ann Tsang, PhD, Robert Carlisle, PhD, and Megan Johnson Shen, PhD

Are Clients Persuaded by Boastful Agents?
Grant Packard, PhD, Andrew D. Gershoff, PhD, and David B. Wooten, PhD

Getting into the Business of Your Buyer’s Success
Charles Fifield, MBA

Is the Customer Really King? 
Christopher R. Plouffe, PhD, Willy Bolander, PhD, Joseph A. Cote, PhD, and Bryan Hochstein, PhD

INSIDER: Sales Growth                            
Erick Huntley, MBA

INSIDER: If the Point of Selling Isn’t Selling, then What’s the Point?
Courtney A. Harris, MBA Candidate



  
  

Keller  Center  Research  Report  
June  2017,  Volume  10,  Issue  2  

Shaping  Homeowner  Pricing  Decisions  
Katherine  E.  Loveland,  PhD,  Naomi  Mandel,  PhD,  and  Utpal  M.    
Dholakia,  PhD  
 
From 1996 to 2006, U.S. housing prices skyrocketed due to a variety of factors, including low 
mortgage interest rates, aggressive lending policies, and governmental attempts to increase 
home-ownership levels. From 2006 to 2011, the housing crash put downward pressure on house 
values throughout the country, affecting millions of households. However, despite the crash, 
many homeowners continued to ask unreasonably high prices for their homes. As a result, a 12-
month supply of homes remained for sale, a level twice that of a healthy market. A reluctance to 
lower asking prices, also known as downward price stickiness, created an excess supply 
(upwards of 6.2 million homes) and prolonged the housing crisis.  

Though this phenomenon of sticky asking prices is well-documented, the psychology underlying 
such pricing decisions is still unclear. Accordingly, our research examined the factors that lead 
homeowners to make decisions such as overpricing their homes and resisting downward price 
changes. Two factors we focused on were: (1) whether the seller has experienced a gain or loss 
(either financial or emotional) and (2) the duration of home ownership. We hypothesized that 
these two factors interact to determine sellers’ asking prices and the stickiness of these prices.  

Our results showed that in the case of 
long ownership duration (more than 82 
months, or 6.8 years), sellers in the 
domain of financial gains generally 
demand a higher price premium for their 
house but are more willing to make 
price concessions, compared to those in 
the domain of financial losses. 
Similarly, results suggested that after a 
long ownership duration, sellers in the 
emotional gains domain ask for 
significantly higher prices than those in 

the emotional losses domain but are less likely to make price concessions than those in the 
emotional losses domain. On the other hand, in the case of short ownership duration (less than 82 
months, or 6.8 years), sellers in the domain of financial gains ask for less of a price premium 
than those in the domain of losses. Interestingly, sellers who have owned for a short period and 
are in the domain of financial gains, while asking for less of an initial price premium, seem to be 
particularly reluctant to make price concessions. Those facing short term emotional gains ask for 
less of an initial premium and are more willing to make price concessions than those facing short 
term emotional losses. 



Shaping  Homeowner  Pricing  Decisions  

Keller  Center  Research  Report  
June  2017,  Volume  10,  Issue  2  

  

Our  Study  

The present study aimed to contribute to existing consumer decision-making research by 
examining how duration of ownership interacts with financial and emotional gains or losses 
accumulated during the period of ownership (financial and emotional reference points) to 
influence home sellers’ initial asking prices and the stickiness of those prices.  

Stickiness is defined as price rigidity, so a high level of price stickiness indicates that the selling 
price fails to adjust quickly to changing market conditions while a low level of price stickiness 
means the selling prices does adjust quickly. In our research, we measured price stickiness with 
respect to how quickly sellers drop their initial asking prices and the amount by which they do 
so. Additionally, we defined emotional gains or losses as the store of positive or negative 
emotional memories accumulated by the homeowner during the period of home ownership. 
Therefore, those sellers who have enjoyed predominantly positive experiences in their homes 
and, as a result, have developed an emotional attachment to their homes, are characterized as 
being in the domain of emotional gains. The gain is from the significant emotional utility 
stemming from owning the home. Conversely, sellers who have suffered mostly negative 
experiences in their homes and have become emotionally detached from the home are said to be 
in the domain of emotional losses because ownership of the home has created emotional 
disutility.  

The investigation was divided into two smaller studies. The first was a field study involving the 
analysis of real pricing decisions of US homeowners in the market to sell their homes. The 
second was a controlled experiment in the laboratory in which participants were asked to play 
home sellers in a housing market simulation.  

For study one, using the ZipRealty website, we obtained a random sample of 637 metropolitan 
and suburban homes. For each listing, we gathered twelve variables including: (1) when the 
house was purchased by the current seller and its purchase price; (2) date the house was listed for 
sale; (3) value of the house (4) the average prices of comparable houses sold in the same market; 
(5) the seller’s initial asking price and the date when it was listed for sale; (6) changes in asking 
price made by the seller; (7) current asking price and date when it was changed.  

Using actual real-estate listings, however, presents one key limitation in that there is no explicit 
variable representing the seller’s emotional reference point. To address this, we manually 
examined pictures of each home posted by the seller on zillow.com. If one or more pictures of 
the listing had personal photographs of residents clearly visible in them, we characterized the 
house as having an “emotional gain.” In cases where there were no visible personal photographs, 
we denoted the house as being in the domain of “emotional loss.” We reasoned that individuals 
who display personal photographs in their homes, despite advice to the contrary from real-estate 
agents and stagers, feel more attached to their homes. 
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For study two, we conducted an experiment involving 98 participants who received hypothetical 
information about a home which they imagined trying to sell. Details of the house specified that 
the participant had either owned the house for 1 year (short duration) or 8 years (long duration), 
was either positively (domain of emotional gains) or negatively (domain of emotional losses) 
attached to the house, and had paid either $175,000 (gains domain) or $355,000 (losses domain) 
for the house. Instructions also included recent comparable home sales and asked participants to 
provide an asking price, after which they would learn if the hypothetical buyer had accepted the 
asking price. If the buyer did not accept the asking price, the participant would then have a 
chance to adjust the price or keep it the same for up to four more rounds. The role of the 
hypothetical buyer was fulfilled by a computer algorithm.  

Our  Findings 

Study One 

First, regarding the interactive effects of ownership duration (long and short) and financial 
reference point (gain and loss) on adjusted price premium, results revealed significant main 
effects of both duration and financial reference point as well as a significant two-way interaction. 
Furthermore, in the case of long ownership duration, homeowners in the financial gain condition 
asked for a significantly higher adjusted price premium. Secondly, examination of the effects of 
emotional reference point revealed a significant two-way interaction, but neither main effect 
emerged as significant. When homeowners had owned their house for a short duration, they 
asked for a significantly lower adjusted price premium in the emotional gain condition compared 
to the emotional loss condition.  

Next, we considered the interactive effects of ownership duration and financial reference point 
on days until first price change. Results revealed a significant main effect of duration and a 
marginally significant main effect of financial reference point. The two-way interaction was 
significant as well. With long ownership duration, those sellers in the domain of financial gains 
lowered their asking prices more quickly than those in the domain of losses. In regards to the 
interaction between duration and emotional reference point on days until first price change, 
results showed a significant two-way interaction as well as the significant main effect of 
duration. Additional comparisons showed that under a long duration, sellers in the domain of 
emotional gains were directionally (but not significantly) slower in lowering their prices than 
those sellers in the domain of emotional losses. In contrast, under a short ownership, sellers in 
the domain of emotional gains lowered their prices significantly faster than those in the domain 
of emotional losses.  

Study Two 

For study two, we looked at the interactions of ownership duration with financial reference point 
and emotional reference point on initial asking price and total change in asking price. In regards 
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to initial asking price, none of the main effects were significant, but the two-way interactions of 
ownership duration-by-financial reference point and ownership duration-by-emotional reference 
point were significant. After a long ownership duration, participants in the financial gains 
condition listed their houses at significantly higher prices than those in the financial losses 
condition. However, for a short duration of ownership, participants assigned to the emotional 
gain condition asked for slightly lower prices than those in the emotional loss condition, but the 
difference was not significant.  

Total change in asking price was defined 
as the difference in initial asking price 
and the lowest asking price. Results of 
analyzing the effects of the three factors 
of ownership duration, financial reference 
point, and emotional reference point on 
this variable of interest showed that none 
of the three main effects was significant. 
However, the two-way interactions of 
duration and emotional reference point 
and duration and financial reference point were significant. For duration and financial reference 
point, results showed that after a long ownership duration, participants in the financial gains 
condition and participants in the financial losses condition showed similar stickiness. In contrast, 
after a short duration of ownership, participants in the financial gains condition displayed stickier 
asking prices than those in the financial losses condition. In regards to ownership duration and 
emotional reference point, after a long ownership duration, participants in the domain of 
emotional gains were significantly more sticky than those in the domain of emotional losses. On 
the other hand, after a short ownership duration, participants in the domain of emotional gains 
were directionally but not significantly less sticky than participants in the domain of emotional 
losses.  

Implications  for  Real  Estate  Professionals    

By examining real pricing decisions of homeowners across four metropolitan US markets, these 
results provide useful insights into the interactive effects of ownership duration with financial 
and emotional reference points in both level of prices asked by homeowners (as assessed by 
adjusted price premium) and their stickiness (as measured by days until first price change and 
adjusted change in asking price). In the case of financial losses/gains, in addition to likely 
reflecting a market correction, it is also possible that the length of ownership changes 
perceptions of the nature of the housing market. Owners who have been in their homes for a long 
period of time are more likely to take a broader view of the market and thus are more likely to 
view the market as changeable. In contrast, those who have owned their home for a short period 
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of time may be likely to take a narrower view of the market and see it as being fixed. 
Consequently, these owners expect current trends to continue.  

In the financial gains domain, although long-time owners initially list their homes at much higher 
prices when compared to those who have owned their home for a shorter time, it is possible that 
they are more willing to lower prices to get the house sold and (still) earn a profit, resulting in 
less price stickiness. When in the domain of financial gains, long-term owners’ greater 
willingness to lower their asking prices can be interpreted as a hedge against possible future 
unfavorable fluctuations in the market. 

In comparison, in the domain of financial losses, having set prices lower to begin with, it is 
possible that long-time owners are more motivated to avoid further monetary losses and 
therefore are less willing to lower asking prices than those who have purchased the house more 
recently. The reason that we see a different and predicted pattern of results for emotional 
reference points is that the concept of market malleability is not relevant when considering 
emotional reference points. Financial and emotional reference points interact in different ways 
with the homeowners’ ownership duration in influencing pricing decisions.  

The results from our research provide real estate professionals with insights concerning how 
their customers (homeowners) set prices in the housing market, and which persuasion strategies 
may be effective for encouraging sales. Two of the three variables we examined, ownership 
duration and financial reference point, are available to realtors from publicly available data 
sources such as Zillow.com. The third variable, emotional reference point, can be established 
from the preliminary interview with the homeowner or inferred by observing the homeowner’s 
possessions. Realtors may then be able to use this information to identify homeowners that may 
be more likely to ask for higher-than-warranted prices, and prepare to persuade them to price 
reasonably.  

Our research suggests that the two types of sellers who are particularly prone to asking too much 
initially are long term owners in the domain of gains (financial and emotional) and short term 
owners in the domain of losses (financial and emotional). Thus, when meeting with these types 
of sellers, realtors should be particularly prepared for challenges to their pricing suggestions. 
Furthermore, if the home takes time to sell, realtors should be aware that sellers facing a long 
term financial loss or a short term financial gain will particularly unwilling to drop their asking 
price. 
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