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Christmas and Gift-giving

The tradition of giving gifts on Christmas day is commonly believed to
originate in pre-Christian pagan festivals that were celebrated around
the winter solstice, in particular, the Roman festival Saturnalia.

Saturnalia was a Roman festival in honor of the agricultural god
Saturn and was celebrated in carnival atmosphere with heavy drinking
and gift-giving.

The atmosphere of Christmas evolved from raucous, drunken,
carnival-like state in the Middle Ages, to family-oriented and
children-centered today.
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The Christmas Season

Christmas today is a peak selling season for retailers in many nations
around the world.

Sales increase dramatically as people purchase gifts to celebrate.

In the U.S., the "Christmas shopping season” (or “Christmas season,”
“Holiday season”) is typically assumed to begin after Thanksgiving (or
black Friday) and end in early January.
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The Christmas Season: Retail Sales
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The Christmas Season: Retail Sales
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Features of Gift-giving

Consumption made by someone other than the final consumer, hence
can be mismatched with the recipients’ preferences.

Classical microeconomics: The best a gift-giver can do with a certain
amount of money is to duplicate the choice that the recipient would
have made.

Therefore, gift-giving is a source of deadweight loss.

Size of deadweight loss depends on:

I Giver’s acquaintance with recipient’s preferences
I Recipient’s knowledge of her own preferences
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The Deadweight Loss of Christmas

Two surveys were conducted at Yale:

Survey 1 question: Apart from any sentimental value of the gifts, if
you did not have them, how much would you be willing to pay to
obtain them?

Survey 2 question: Not counting the sentimental value of the gifts,
estimate their value as the amount of cash such that you are
indifferent between the gifts and the cash.
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The Deadweight Loss of Christmas
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The Deadweight Loss of Christmas
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The Deadweight Loss of Christmas

From the survey results:

Between a 10th and 1/3 of the value of holiday gifts is destroyed by
gift-giving.

Deadweight loss increases with social distance and age difference.

Gifts from friends and significant others are most efficient.

Non-cash gifts from members of the extended family are least efficient.
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The Deadweight Loss of Christmas
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The Deadweight Loss of Christmas
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