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ANCHORING

Primary Disciplinary Field(s): Behavioral Economics, Cognitive Psychology, Decision Theory

1. Core Definition: The Anchoring Effect

The term Anchoring, particularly in the fields of behavioral economics and cognitive psychology,
refers to a pervasive cognitive bias wherein an individual relies too heavily on an initial piece of
information offered (the "anchor") when making subsequent decisions. Once the anchor is set,
subsequent judgments, even if rationally derived, are unduly influenced toward that reference
point. This heuristic was first systematically documented by psychologists Daniel Kahneman and

Amos Tversky, who identified it as one of the key mental shortcuts the human brain employs to

cope with complexity, often leading to systematic errors in judgment. The anchor need not be
related to the decision at hand; research consistently demonstrates that even arbitrary or irrelevant
numbers can exert a powerful pull on quantitative estimates, showcasing the profound fragility of
human rational decision-making processes.

This definition fundamentally diverges from the purely statistical or adaptive definitions that might
describe a simple mean or central reference point. Instead, the psychological understanding of
anchoring emphasizes the disproportionate weighting given to the initial stimulus, which skews the
entire distribution of possible outcomes toward that starting value. For example, if asked to
estimate the population of Turkey after first being presented with the number 10,000,000 (the
anchor), respondents will generally offer a lower estimate than if they were first presented with the
number 100,000,000. This occurs because the initial presentation primes a numerical range, from
which the subject adjusts their final answer, typically insufficiently, hence the formal name for this
phenomenon: the Anchoring and Adjustment Heuristic.

The initial source content refers to anchoring as the assignment of positioned guidelines for
judgment rating systems, which forces all subsequent judgments to conform to an implied
measure of equivalence. This concept aligns perfectly with the cognitive bias, as the initial set of
guidelines or standards functions as a powerful anchor. Whether these guidelines concern grading
rubrics, salary expectations, or social observations--such as the example provided where an
assessment of minority groups was tempered after the application of an anchor--the result is the
establishment of a baseline that determines the perceived center of value or fairness. When this
bias is active, individuals struggle to move far enough away from the initial anchor, even when
new, contradictory evidence is presented, solidifying the anchor's role as a centerpiece for
subsequent evaluation.

2. Etymology and Historical Development
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The formal study of anchoring gained prominence in the early 1970s, largely through the
groundbreaking work of Kahneman and Tversky, which laid the foundation for behavioral
economics. Prior to their work, classical economics often assumed rational actors capable of
unbounded calculation and unbiased decision-making. The identification of anchoring, alongside
other systematic biases like availability and representativeness heuristics, provided powerful
evidence against this purely rational model, illustrating that human judgment operates under
conditions of bounded rationality. Their seminal paper, "Judgment under Uncertainty: Heuristics
and Biases" (1974), introduced the concept to a broad academic audience, fundamentally
changing how psychologists and economists viewed probability and choice.

A primary historical experiment used to demonstrate anchoring involved asking participants to spin
a "wheel of fortune" rigged to land only on 10 or 65. Participants were then asked to estimate the
percentage of African nations in the United Nations. Those who received the anchor 10 provided
significantly lower estimates (median 25%) than those who received the anchor 65 (median 45%).
This stark contrast demonstrated that the completely arbitrary and irrelevant number generated by
the wheel served as a potent anchor, proving that the effect is not limited to anchors that are
logically related to the estimation task. The robust nature of this finding across diverse
experimental setups cemented anchoring's status as a fundamental mechanism of heuristic
thinking.

While Kahneman and Tversky focused on the cognitive mechanisms, precursors to the idea exist
in earlier psychological theories. The source content's reference to the adaptation level principle,
developed by Harry Helson, suggests an earlier recognition of how existing or initial standards
influence subsequent perception. Helson's theory posits that perception and judgment are always
relative to a neutral reference point or adaptation level, which is determined by the average of past
and surrounding stimuli. In the context of judgment rating systems, the initial positioned guidelines
act as the adaptation level, defining the expected norm against which all new information is
compared. Thus, the modern anchoring heuristic can be seen as a specific, highly influential case
of the adaptation level principle applied to quantitative estimation and decision-making under
uncertainty.

3. Mechanisms and Types of Anchoring

The two primary cognitive models explaining how anchoring operates are the Adjustment and
Selective Accessibility model and the Effort Reduction model. The Adjustment model, preferred
by Kahneman and Tversky, suggests that when presented with an anchor, the decision-maker
attempts to test whether the anchor could be the correct answer. If rejected, they adjust their
estimate sequentially away from the anchor. Critically, this adjustment process is generally
insufficient; people stop adjusting when they reach a value that seems plausible, rather than the
true value, leaving the final estimate biased toward the initial anchor. This under-adjustment
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explains why even acknowledging the bias does not necessarily eliminate its effects.

The Selective Accessibility model, often viewed as a refinement of the Adjustment model,
emphasizes the role of confirmation bias and memory retrieval. When an anchor is set (e.g., "Is the
answer higher or lower than X?"), the decision-maker selectively searches memory for information
consistent with the possibility that the anchor (or numbers near it) might be correct. This temporary
boost in the accessibility of anchor-consistent information biases the final estimate. For instance, if
the anchor suggests a high price, the individual is temporarily more likely to recall positive qualities
or comparable items that justify that high price, thereby affirming the anchor's influence. This
mechanism explains how knowledge structures themselves become temporarily skewed by the
initial piece of information.

A secondary type of anchoring, sometimes referenced in organizational or social psychology,
relates to the sequence or list effects mentioned in the source material: "the manner in which any
number of subjects in a list being discovered function as mainstays with the other subjects are
connected." This refers to order effects, where the first items presented in a sequence (the
mainstays) establish a cognitive reference frame for interpreting subsequent items. This is
particularly relevant in performance reviews or sequential presentations, where initial data points--
whether they are positive or negative--anchor the overall evaluation of the entire set of data. This
sequential anchoring is critical in establishing subjective standards of comparison, ensuring that
the initial elements determine the relative value assigned to all following elements in the list.

4. Manifestations in Judgment and Rating Systems

The influence of anchoring is exceptionally pronounced across various structured judgment and
rating systems, consistent with the source definition. In organizational settings, performance
evaluations are highly susceptible. If an employee receives a consistently high rating early in the
evaluation cycle, that rating serves as an anchor, making it difficult for future reviewers to
downgrade the employee significantly, even if performance declines. Conversely, an initially low
rating can create a persistent negative anchor, requiring extraordinary effort to demonstrate
improvement far enough away from that baseline. This demonstrates how past judgments dictate
future expectations, creating a self-reinforcing cycle driven by the initial assessment.

In legal contexts, anchoring dramatically affects jury awards and sentencing recommendations.
Studies have shown that when prosecutors or plaintiffs introduce an initial, often high, monetary
figure--even if arbitrary or inadmissible--that number acts as an anchor for the jury's deliberation,
resulting in higher final damage awards than cases where no initial figure was mentioned.
Similarly, judges and parole boards may unconsciously anchor their sentencing decisions to the
initial demands made by the prosecution, even while attempting to maintain objectivity. This
phenomenon highlights the challenge of maintaining neutrality in systems reliant on subjective
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human interpretation, where initial inputs are unavoidable and powerful.

Consumer pricing represents one of the most commercially significant applications of anchoring.
Retailers routinely use "suggested retail prices" or displayed "original prices" that are artificially
high to set a cognitive anchor. When the consumer sees the actual, lower sale price, the initial high
price serves as an anchor, making the sale price appear significantly more attractive--a perceived
gain--even if the sale price is still high relative to the item's true market value. This technique
exploits the heuristic by establishing an artificially high expectation, guaranteeing that the customer
adjusts insufficiently downward, leading to a perception of better value and increased likelihood of
purchase.

5. Applications in Negotiation and Pricing

Anchoring is arguably most strategically employed and studied in the realm of negotiation. The
party that makes the first offer often gains a significant advantage because that offer immediately
establishes the zone of negotiation. This first offer acts as a powerful anchor, pulling the
counteroffer and the final settlement price toward it. Negotiators are often advised to make a high,
precise opening offer (if they are the seller) or a low, precise opening offer (if they are the buyer),
because precise anchors tend to be more effective than round numbers, suggesting confidence
and research behind the figure.

The effectiveness of this technique depends on the nature of the relationship and the perceived
legitimacy of the anchor. If the first offer is so extreme that it falls outside the range of plausible
values (a "ridiculous anchor"), the effect can be mitigated, or worse, it might damage trust, leading
to an immediate breakdown in communication. However, within a reasonable but aggressive
range, the anchor forces the counter-party to mentally adjust from that starting point, consuming
cognitive energy and often resulting in a final agreement that is substantially closer to the original
offer than it would have been otherwise. This necessity to adjust insufficiently is the engine driving
successful anchoring in competitive settings.

Beyond traditional negotiation, anchoring is leveraged extensively in marketing through techniques
like contrast pricing. By presenting a premium, high-priced item alongside a standard, lower-
priced alternative, the premium item acts as a high anchor. This makes the standard item appear
not only reasonably priced but often the better "deal." This strategy subtly influences consumer
preference, not by changing the intrinsic value of the standard item, but by altering the subjective
psychological yardstick against which its price is measured. This carefully engineered use of
anchors allows firms to steer consumer choice toward specific products and price points,
maximizing perceived customer value while maintaining profitable margins.
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6. Debates and Resistance to Correction

A major debate surrounding anchoring focuses on its resistance to de-biasing techniques. Unlike
some cognitive biases that diminish significantly when subjects are made aware of the underlying
mechanism, anchoring remains remarkably robust. Simply instructing participants to avoid the
influence of the anchor or offering monetary incentives for accuracy typically fails to eliminate the
bias entirely. This resilience suggests that anchoring is not merely a superficial error in processing,
but rather a deeply entrenched structural component of how the brain constructs estimates, linking
it closely to fundamental cognitive processes like memory retrieval and attention allocation.

Researchers have proposed several strategies to counter anchoring effects, including considering
counter-anchors or generating arguments against the established anchor before making a final
decision. For example, a negotiator receiving a high first offer might be trained to first articulate
reasons why the offer is unreasonably high and mentally simulate what an extremely low but
justifiable offer would look like. This deliberate introduction of an opposing frame of reference helps
to weaken the initial anchor's cognitive grip. However, these techniques require conscious effort
and training, and they may be impractical in fast-paced, high-pressure decision environments.

Furthermore, debates exist regarding the precise cognitive pathway. While the adjustment model
emphasizes insufficient movement away from the anchor, some psychological models suggest that
the effect might be purely perceptual or attention-based, where the anchor simply commands
greater attention than surrounding information, leading to an over-weighting of its relevance.
Regardless of the precise mechanism, the practical implication remains the same: anchoring
creates sticky expectations that are difficult to dislodge, demonstrating the powerful limitations
inherent in human efforts to achieve purely objective judgment, reinforcing the necessity of
external, verifiable standards whenever possible.
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