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Abstract

Consumers often feel financially constrained. Feelings of resource insufficiency have
become even more prevalent in the current economic environment marked by rising inflation and
income inequality. Given the ubiquity of perceived resource insufficiency, this dissertation
examines how financial constraints affect consumers along their decision-making journeys, from
pre-purchase outcomes, preference and choice, to post-purchase outcomes. In the first essay, |
show that financial constraints reduce the happiness consumers derive from their purchases. This
happens because financially constrained consumers are more likely to consider opportunity costs
when evaluating their purchases. Moreover, reduced purchase happiness causes financially
constrained consumers to write more negative reviews for their purchases.

In the second essay, | examine a tradeoff that consumers face when they have limited
budgets for their purchases: choosing higher-quality or higher-quantity purchases. | demonstrate
that consumers have consistent and stable preferences for quality or quantity, across domains,
categories, and over time. Some consumers systematically prefer higher-quality purchases, while
others systematically prefer higher-quantity purchases. | develop and validate a scale to measure
these preferences and show that preferences for higher-quantity (vs. higher quality) purchases are
associated with greater spending and more debt.

In the third and final essay, | examine an outcome at the pre-purchase stage of the
consumer journey: consumers’ expectations of future prices. I demonstrate that consumers who
feel more financially constrained expect prices to be higher in the future, as compared to
consumers who feel less financially constrained. This effect happens because financially
constrained consumers are more likely to rely on their perceptions of current prices when

forecasting future prices.

iv



Taken together, these three essays demonstrate that financial constraints have a
meaningful impact on consumers’ judgments and decisions, shaping every stage of the customer

journey.
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1. Introduction

Most consumers experience feelings of financial constraint. Even consumers who are
relatively wealthy report feeling that their money is not enough—for instance, in a recent survey
with millionaires, about a third of them said that their money was not enough (UBS 2013). This
perceived resource insufficiency may be exacerbated by the current economic environment, with
prices rising at record-high rates (IMF 2022) and consumers reporting that inflation is their
primary concern (Ipsos 2023). Given the prevalence and relevance of perceived resource
insufficiency, this dissertation investigates how financial constraints affect consumers along their
decision journeys.

In essay 1, | examine how resource insufficiency affects consumers at the post-purchase
stage of their consumption journey. Specifically, | examine how perceived financial constraints
affect the happiness consumers derive from their purchases. A series of findings in the existing
literature suggest that consumers who feel financially constrained tend to engage in compensatory
consumption with the intention to increase their happiness—for example, by purchasing lottery
tickets (Haisley, Mostafa, and Loewenstein 2008), buying high-calorie food items (Briers and
Laporte 2013), and choosing scarce goods (Sharma and Alter 2012). However, despite their
greater intent to “buy happiness”, I find that financially constrained consumers derive lower
happiness from their purchases, partly because they are more likely to consider other uses of their
money (i.e., opportunity costs) when evaluating their purchases.

In essay 2, | shift my focus to the preference and choice stage of the consumption
journey. Specifically, | examine a tradeoff that emerges when consumers have fixed, non-
fungible monetary resources for purchases: choosing higher-quality or higher-quantity purchases.

I find that consumers have consistent preferences for either higher-quality or higher-quantity



purchases across consumption categories, contexts, and over time. | introduce ‘quality-quantity
preferences’ in consumption as an individual difference, develop and validate a scale to measure
it, and show that it predicts consumer spending, borrowing, and debt.

In essay 3, | examine how monetary resources shape an outcome at an earlier stage of the
consumer journey: consumers’ expectations of future prices. Across 11 studies using various data
sources, I show that consumers’ expectations of future prices are systematically shaped by their
perceived resource insufficiency. Consumers who feel more financially constrained expect future
prices to be higher than do consumers who feel less financially constrained. This effect occurs in
part because financially constrained consumers rely more on their perception of current prices
when forecasting future prices. | also show that higher price expectations result in higher
spending, lower savings, and more debt among financially constrained consumers.

Taken together, these essays demonstrate that financial constraints have a substantial
influence on consumers, affecting judgments and decisions at every step of the customer journey.
Essay 1 has been published at the Journal of Consumer Research (Dias, R. S., Sharma, E., &
Fitzsimons, G. J. (2022). Spending and happiness: The Role of Perceived Financial Constraints.
Journal of Consumer Research, 49(3), 373-388.). Essay 2 is based on a manuscript that, at the
time of submitting this dissertation, is invited for revision at the Journal of Consumer Research
(Dias, R. S., Sharma, E., & Fitzsimons, G. J. (2023). Quality-Quantity Tradeoffs in
Consumption). Essay 3 is also based on a manuscript that has been invited for revision at the
Journal of Consumer Research at the time of submitting this dissertation (Dias, R. S., Sharma, E.,

& Fitzsimons, G. J. (2024). Consumer Wealth and Price Expectations).



2. Essay 1: “Spending and Happiness: The Role of Perceived
Financial Constraints”

The extent to which money can “buy” happiness is unclear (Howell and Howell 2008;
Kahneman and Deaton 2010). Yet, many consumers engage in compensatory consumption to
signal positive attributes or offset deficiencies in their lives (Rucker and Galinsky 2008; Kim and
Rucker 2012; Kim and Gal 2014). Prior research indicates that the tendency to engage in
compensatory consumption is particularly strong among consumers who feel financially
constrained (Cannon, Goldsmith, and Roux 2019). This is notable given the ubiquity of perceived
financial constraints, even among wealthy consumers (UBS 2013).

Because financially constrained consumers engage in compensatory consumption to
offset the aversiveness of their state, an important but unanswered question is whether and to
what extent consumers who perceive greater financial constraints derive more happiness from
their purchases. While prior research offers several reasons why perceived financial constraints
might increase purchase happiness (Quoidbach et al. 2015; Norton, Mochon, and Ariely 2012),
we find the opposite. We observe this negative effect of perceived financial constraints on
purchase happiness both when measuring and manipulating perceived financial constraints, and
across multiple purchase categories. While several potential mechanisms may explain this effect,
we find that it occurs at least in part because consumers who perceive greater financial constraints
are more likely to consider opportunity costs when evaluating their purchases. Consistent with
this proposed mechanism, the negative effect of perceived financial constraints on purchase
happiness is attenuated when (1) all consumers are prompted to consider opportunity costs and
(2) consumers consider planned purchases. Furthermore, we find that the negative effect of
perceived financial constraints on purchase happiness leads to a consequential behavioral

outcome: less favorable consumer reviews.



The current work offers several contributions to the literature. First, given that happiness
from purchases is likely to contribute to consumers’ overall happiness, our findings speak to the
broader literature on how financial resources affect happiness. Second, by focusing on
meaningful post-purchase outcomes, this work contributes to the growing literature on perceived
financial constraints and subjective wealth, which has largely focused on earlier decision-making
stages (Tully, Hershfield, and Meyvis 2015; Sharma and Alter 2012). Third, the current work
contributes to the literature on purchase happiness by demonstrating a novel antecedent of
happiness from spending. While prior research has focused on how different purchase types and
individual differences affect happiness from spending (Van Boven and Gilovich 2003; Dunn,
Aknin, and Norton 2008), the current work demonstrates that consumers’ perceptions of their
financial resources—a necessary component of any purchase—is a key driver of purchase

happiness.

2.1 Subjective Wealth and Perceived Financial Constraints

Subjective wealth is defined as “the subjective assessment of a consumer’s level of
financial resources” (Tully and Sharma 2022). Prior research has shown that indicators of
objective wealth (e.g., income, assets, liabilities) predict subjective wealth perceptions, but that
the correlation between the two is moderate. For example, data from the General Social Survey
(Smith et al. 2019), a large-scale representative survey of the American population, show that
financial satisfaction is only modestly correlated with income (r = .12) and wealth (r = .30).
Indeed, several contextual and perceptual factors influence subjective perceptions of wealth. For
example, holding objective wealth constant, individuals perceive greater wealth when they are
paid with higher frequency (De La Rosa and Tully 2022), when economic inequality is lower

(S&nchez-Rodriguez et al. 2019), and when positive net worth portfolios have lower debt and



fewer assets (vs. higher debt and more assets; Sussman and Shafir 2012). In sum, a range of
factors, including but not limited to objective metrics, contribute to subjective wealth perceptions.

In the current work, we examine the role of perceived financial constraints. Perceived
financial constraints are defined as “the extent to which people believe that their financial
situation restricts desired consumption” (Tully, Hershfield, and Meyvis 2015, 60). Because these
perceptions are subjective, even consumers with relatively high levels of objective wealth can feel
financially constrained. Given the ubiquity of perceived financial constraints, a growing stream of
research has examined how they affect consumers.

Most of the existing consumer research on perceived financial constraints has examined
their effects on consumer attention, preference, and choice (Briers et al. 2006; Briers and Laporte
2013; Nelson and Morrison 2005; Sharma and Alter 2012; Tully, Hershfield, and Meyvis 2015).
In a review of the literature, Cannon, Goldsmith, and Roux (2019) suggest that one way in which
consumers cope with a scarcity of resources is by engaging in compensatory consumption—i.e.,
consumption motivated by a desire to reduce a discrepancy between how one perceives oneself
and how one wishes to view oneself (Mandel et al. 2017). Several findings are consistent with
this assertion. For example, consumers are more likely to purchase lottery tickets when they are
led to perceive their income as low (Haisley, Mostafa, and Loewenstein 2008). Furthermore,
consumers who feel constrained or dissatisfied with their financial situation turn to caloric food
items (Briers and Laporte 2013), scarce goods (Sharma and Alter 2012), and material possessions
(Tully, Hershfield, and Meyvis 2015). Given the allure of compensatory consumption among
consumers who feel financially constrained, a ripe question for investigation is whether and to
what extent perceived financial constraints affect the happiness consumers derive from their

purchases.



2.2 Purchase Happiness

Purchase happiness is an affective judgment of how much a purchase contributes to one’s
overall happiness. Over the last couple of decades, a growing literature has investigated how
consumers can maximize their happiness from spending. For instance, several studies have
examined how specific purchase types affect the happiness individuals derive from consumption.
Research has shown that consumers are happier when they spend their money on life experiences
(Van Boven and Gilovich 2003; Weingarten and Goodman 2021), when they spend on others
(Dunn, Aknin, and Norton 2008), when their spending fits their personality (Matz, Gladstone, and
Stillwell 2016), and when they spend on time-saving services (Whillans et al. 2017). Researchers
have also investigated individual differences that affect purchase happiness. For example,
consumers high in materialism (Millar and Thomas 2009) and from lower social classes (Lee,
Hall, and Wood 2018) derive more happiness from material (vs. experiential) purchases, and
consumers derive more happiness from ordinary experiences as they grow older (Bhattacharjee
and Mogilner 2014).

Although researchers have identified several purchase types and individual differences
that contribute to greater happiness from spending, less is known about how consumers’
perceptions of their finances affect the happiness they derive from their purchases. The current
work addresses this gap by examining whether and how consumers’ perceptions of their
monetary resources—more specifically, their perceived financial constraints—affect purchase

happiness.

2.3 The Current Research
Existing research offers competing predictions for how perceived financial constraints

may influence purchase happiness. At least two streams of research suggest that perceived



financial constraints may increase purchase happiness. First, a sense of abundance decreases
people’s ability to savor pleasant stimuli (Quoidbach et al. 2015). Because savoring is closely
linked to consumption enjoyment (Chun, Diehl, and Maclnnis 2017), perceived financial
constraints might increase savoring and thus have a positive effect on purchase happiness.
Second, financial constraints might increase the effort consumers need to exert to make a
purchase. Because effort increases valuation (Norton, Mochon, and Ariely 2012) and feelings of
accomplishment (Franke, Schreier, and Kaiser 2010), perceived financial constraints might cause
consumers to value their purchases more and thus derive greater happiness from them.

Contrary to these streams of research, in the current work we suggest that perceived
financial constraints decrease purchase happiness. There are a few potential explanations for this
effect. It is possible that perceived financial constraints simply dampen consumers’ moods or
cause them to be less satisfied with their lives in general, thereby decreasing purchase happiness.
It is also possible that consumers who feel financially constrained experience greater pain of
paying, which may decrease purchase happiness. We find evidence for a third possibility related
to opportunity cost consideration.

Opportunity costs refer to the value of alternatives that a consumer does not choose. Prior
research has shown that while consumers generally neglect opportunity costs (Frederick et al.
2009), resource-constrained consumers are more likely to consider opportunity costs and
tradeoffs when making decisions (Spiller 2011; Shah, Shafir, and Mullainathan 2015). We
hypothesize that this relationship extends to situations in which consumers evaluate their
purchases. This prediction is supported by prior research showing that thoughts about money are
more likely to arise spontaneously in the minds of financially constrained consumers (Shah et al.
2018). For example, consumers are more likely to spontaneously think about money when

considering everyday experiences that do not have an explicit monetary dimension (e.g., a visit to
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the doctor, drinking a beer at home; Shah et. al 2018). Thus, it is plausible that purchase
evaluations not only evoke more thoughts about money, but also about various other uses of
money (opportunity costs) among those who perceive greater financial constraints. «”

We further hypothesize that considering opportunity costs will decrease purchase
happiness. This proposition is consistent with prior research showing that satisfaction is reduced
when other alternatives are salient. For example, individuals who are chronically attuned to
outside alternatives (i.e., “maximizers” Schwartz et al. 2002) have more negative feelings towards
their purchases. Relatedly, research has shown that purchase satisfaction is lower in decision
contexts where other alternatives are salient, such as choosing from large sets (lyengar and
Lepper 2000). This effect may occur in part because consumers might experience a sense of
failure to meet their consumption or financial goals when they consider alternative ways to spend
their money. This, in turn, may evoke negative emotional states such as regret and guilt, thereby
lowering purchase happiness. Thus, we expect opportunity cost consideration to result in lower

purchase happiness. We summarize our hypotheses below:

H1: Perceived financial constraints will decrease purchase happiness.

H2: Opportunity cost consideration will mediate the effect of perceived financial

constraints on purchase happiness.

Our proposed mechanism suggests two conditions under which the effect of perceived
financial constraints on purchase happiness will be attenuated: (1) when all consumers are
prompted to consider opportunity costs and (2) when consumers consider planned purchases. We

discuss both conditions in turn. First, if consumers who perceive greater (vs. lower) financial
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constraints experience lower purchase happiness because they are more likely to consider
opportunity costs, then differences in purchase happiness should dissipate when consumers who
perceive lower financial constraints also consider opportunity costs. In other words, when
consumers who perceive lower financial constraints are prompted to consider opportunity costs to
the same extent to those who perceive greater financial constraints, any differences in purchase

happiness stemming from opportunity cost consideration should attenuate. More formally:

H3: Prompting all consumers to consider opportunity costs will attenuate the effect of

perceived financial constraints on purchase happiness.

Second, given our proposed mechanism, the effect should attenuate for purchases that are
less likely to evoke thoughts about opportunity costs among consumers who perceive greater
financial constraints (path a), and when considering opportunity costs is less likely to decrease
purchase happiness (path b). We suggest that planned purchases meet these criteria. Planned (vs.
unplanned) purchases are more likely to be perceived as a better allocation of money and hence
more appropriate and justifiable. In this way, planned purchases are less likely to prompt
opportunity cost consideration among consumers feeling financially constrained. This proposition
is consistent with prior research showing that while resource constraints increase opportunity cost
consideration prior to decision-making in general, they do not affect opportunity cost
consideration among individuals who are higher in propensity to plan (Spiller 2011). We also
posit that opportunity cost consideration is less likely to reduce purchase happiness for planned
(vs. unplanned) purchases. In line with this proposition, prior research has shown that considering
alternatives is less likely to generate negative affect such as regret when decisions are perceived

to be justifiable (Inman and Zeelenberg 2002). As a result, to the extent that planned (vs.

9



unplanned) purchases are perceived to be more justifiable, considering opportunity costs should
be less likely to decrease purchase happiness for these purchases. We state these hypotheses more

formally below:

H4: The negative effect of perceived financial constraints on purchase happiness will be
attenuated for planned (vs. unplanned) purchases. This attenuation will occur because:
(a) perceived financial constraints will have a smaller effect on opportunity cost
consideration for planned (vs. unplanned) purchases, and
(b) opportunity cost consideration will have a smaller effect on purchase happiness

for planned (vs. unplanned) purchases.

In the remainder of this article, we report the results of seven studies designed to test our
hypotheses. In study 1, we find that natural variation in perceived financial constraints is
negatively associated with purchase happiness. We then provide process evidence in three ways:
measuring opportunity cost consideration (study 2A), examining spontaneous thoughts about
opportunity costs (study 2B), and directly manipulating opportunity cost consideration (study 3).
In study 4, we show that the effect is attenuated for purchases that were planned in advance, a
boundary condition consistent with the hypothesized mechanism. In studies 5A-B, we examine a
downstream consequence of lower purchase happiness: less favorable consumer reviews. We do
so by estimating the association between perceived financial constraints and average star ratings
in a unique dataset of consumer reviews on Yelp (study 5A) and by manipulating perceived
financial constraints and assessing their causal effects on the reviews people write in a survey
about their purchases (study 5B). We conclude by discussing the theoretical and practical

implications of our findings and reporting the results of a meta-analysis of our file drawer (25,765
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participants across 42 studies) that (a) estimates the size of the effect and (b) explores whether the

effect holds across several purchase types.

2.4 Study 1: Natural Variation in Financial Constraints

Study 1 examined whether naturally occurring variation in perceived financial constraints
correlates with purchase happiness across a wide range of purchases made by a sample of
Americans who were nationally representative with respect to age, gender, and ethnicity. We
expected consumers who perceived greater financial constraints to report lower happiness from

their purchases (H1).

2.4.1 Participants and Procedure

We pre-registered this study using AsPredicted (#35714). We recruited a sample that was
representative of the United States with respect to age, gender, and ethnicity on Prolific
Academic. We planned to collect data from 750 participants, and 787 people signed up to
participate in the study. In all of our studies, we excluded participants who did not finish the
survey. We also excluded those who provided gibberish or nonsensical responses to the open-
ended question in which they were asked to describe a purchase. The latter exclusion criterion
was implemented by a hypothesis-blind research assistant for all studies. After applying these
exclusion criteria, 738 participants remained in the sample (50.4% female, Mage = 47.14, SD =
15.01).

First, participants described the last purchase they made for themselves for more than
$100 and less than $1,000. We selected this price range to ensure that the purchases were
comparable and that participants wrote about meaningful purchases. On the subsequent screen,
we measured purchase happiness with the following item adapted from Van Boven and Gilovich

(2003): “When you think about this purchase, how happy does it make you?” (1 = extremely
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unhappy, 7 = extremely happy). Next, participants indicated the price of their purchase, the time
that elapsed from buying it, and several purchase characteristics that might correlate with both
perceived financial constraints and purchase happiness. We report a summary of all of the
purchase characteristics measured in this and subsequent studies in the web appendix. To measure
perceived financial constraints, participants answered the following four items adapted from
Paley, Tully, and Sharma (2019): (1) “To what extent do you feel financially constrained?” (1 =
not at all, 7 = very much), (2) “To what extent do you feel you can spend your money freely?” (1
=not at all, 7 = very much, reverse coded), (3) “How would you rate your financial situation
relative to your peers?” (1 = much worse, 7 = much better, reverse coded), and (4) “How satisfied
are you with your financial situation?” (1 = not at all satisfied, 7 = extremely satisfied, reverse
coded). We averaged these items to form an index of perceived financial constraints (o = .91),
with higher scores indicating greater perceived financial constraints. Finally, participants reported

their age, gender, education, ethnicity, and their household income in the past 12 months.

2.4.2 Results

As expected, perceived financial constraints were associated with lower purchase
happiness (b = -0.08, SE = 0.03, t(736) = -2.65, p = .008). We conducted two linear regressions
controlling for all the demographic variables and purchase characteristics we collected. In the first
model, we entered perceived financial constraints and all of the demographic variables we
collected. In the second model, we additionally included all of the purchase characteristics we
collected. Perceived financial constraints were negatively correlated with purchase happiness
regardless of model specification (Model 1: b =-0.11, SE = 0.04, t(731) = -3.24, p = .001; Model
2:b=-0.09, SE = 0.03, t(721) = -2.48, p = .013).

Because financially constrained consumers prefer material (vs. experiential) purchases

(Tully, Hershfield, and Meyvis 2015) and people derive lower happiness from material purchases
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in general (Van Boven and Gilovich 2003), it is possible that the effect in study 1 emerged
because participants who perceived greater financial constraints were more likely to describe
material purchases. However, our data do not support this alternative explanation. Specifically,
purchase happiness was not affected by the interaction between perceived financial constraints
and how material or experiential the purchases were (b = 0.00, SE = 0.02, t(734) = 0.07,p =

.945).

2.5 Study 2A: Manipulating Perceived Financial Constraints
We designed study 2A with two main goals in mind. First, we aimed to examine the
causal effect of perceived financial constraints by directly manipulating their salience. Second,

we measured opportunity cost consideration and examined its role in mediating the effect.

2.5.1 Participants and Procedure

A power analysis indicated that 1,054 participants were needed for us to have 90% power
to identify a small effect (d = 0.20) in a 2-cell between-subjects design. We thus aimed to recruit
1,100 participants, and 1,097 participants signed up for the study on Amazon Mechanical Turk.
We used the same exclusion criteria used in study 1 and excluded six participants who did not
describe a purchase. We additionally excluded two participants who completed the survey twice
(four observations), resulting in a final sample of 1,087 participants (51.4% female, Mage = 40.06,
SD =13.29). Participants were randomly assigned to one of two between-subject conditions
(financial constraints vs. control).

Participants first described a purchase they made for themselves for more than $100 and
less than $1,000. Asking participants to describe a purchase in advance of the financial
constraints manipulation mitigated the possibility that the purchases participants described varied

systematically across the experimental conditions. Next, participants were randomly assigned to
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one of two conditions. In the financial constraints condition, participants were asked to write
about the factors that contribute to their financial constraints. In the control condition, participants
were asked to list 3 facts they know to be true. Participants then indicated their purchase
happiness with the same item used in study 1 and completed a measure of opportunity cost
consideration (“When you indicated your happiness with this purchase, to what extent did you
think about other ways in which you could've spent your money?”, 1 = not at all, 7 = very much).
Next, they indicated the price of their purchase and the time elapsed from buying it, completed a
manipulation check (“To what extent do you feel financially constrained?”, 1 = not at all, 7 =

very much), and reported their age, gender, and income.

2.5.2 Results

Participants in the financial constraints condition indicated greater financial constraints
(M =4.42, SD = 1.73) than did participants in the control condition (M = 4.13, SD = 1.75; t(1085)
=-2.80, p =.005, d =-0.17), indicating that the manipulation worked as intended.

Participants in the financial constraints condition reported lower purchase happiness (M =
5.87, SD = 1.08) than did those in the control condition (M = 6.04, SD = 1.08; t(1085) = 2.62, p =
.009, d = 0.16).

Participants in the financial constraints condition thought about the opportunity costs of
their purchases to a greater extent (M = 3.42, SD = 1.98) than did participants in the control
condition (M =2.99, SD = 1.98; t(1085) = -3.58, p < .001, d = -0.22).

A mediation analysis with standard errors estimated with 1,000 bootstrapped samples
indicated that the effect of perceived financial constraints on purchase happiness was mediated by
opportunity cost consideration (axb = -0.05, SE = 0.02, p =.003, 95% CI: [-0.08, -0.02]). The
direct effect was marginally significant (c =-0.12, SE = 0.07, p = .062, 95% CI: [-0.26, 0.01]),

suggesting evidence for partial mediation.
14



Taken together, these results suggest that perceiving greater financial constraints caused
consumers to consider the opportunity costs of their purchases to a greater extent, resulting in

lower purchase happiness.

2.6 Study 2B: Spontaneous Activation of Opportunity Costs

Study 2B was designed to test whether consumers who perceive greater financial
constraints are more likely to consider opportunity costs spontaneously. Because we explicitly
asked participants to report their opportunity cost consideration in study 2A, it is unclear whether
perceived financial constraints naturally elicit greater opportunity cost consideration. Indeed,
prior research has demonstrated that consumers often do not consider the opportunity costs of
their purchases (Frederick et al. 2009). Thus, study 2B tested whether perceived financial
constraints increase spontaneous consideration of opportunity costs and, if so, whether this

consideration results in lower purchase happiness.

2.6.1 Participants and Procedure

We pre-registered this study using AsPredicted (#66696). We planned to recruit 1,100
participants, as in study 2A, and 1,124 people signed up to participate in the study on Prolific
Academic. We followed our pre-registered exclusion criteria and excluded 27 participants who
did not finish the survey and another eight participants who did not describe a purchase, leaving a
sample of 1,089 participants (56.8% female, Mag = 33.58, SD = 12.60). Participants were
randomly assigned to one of two between-subjects conditions (financial constraints vs. control).

Participants first described a purchase they made for themselves for more than $100 and
less than $1,000 and were then randomly assigned to one of two conditions. In the financial
constraints condition, they were asked to write about their financial constraints with the same

prompt used in study 2A. In the control condition, participants were asked to write about a typical

15



day. We used a different control condition in study 2B (vs. 2A) to assess the robustness of the
perceived financial constraints manipulation. Next, participants indicated their purchase
happiness with the same item used in studies 1 and 2A. On the subsequent screen, we asked
participants to list what they thought about when they indicated their purchase happiness.
Specifically, participants saw eight vertically arranged boxes and were permitted to enter one
thought in each box. We asked participants to list at least three thoughts, but they could enter as
many as they wanted. This task served as our measure of spontaneous consideration of
opportunity costs. On average, participants listed 3.78 thoughts (SD = 1.31), and the number of
thoughts they listed did not vary by condition (t(1087) = -0.32, p = .747). Finally, participants

completed the same demographic information and manipulation check used in study 2A.

2.6.2 Results

Participants in the financial constraints condition reported greater financial constraints (M
=4.76, SD = 1.53) than did those in the control condition (M = 4.22, SD = 1.65; t(1087) = -5.59,
p <.001, d =-0.34).

Participants in the financial constraints condition reported lower purchase happiness (M =
5.76, SD = 1.17) than did those in the control condition (M = 5.95, SD = 1.10; t(1087) = 2.68, p =
.007, d = 0.16), replicating the results of study 2A.

As indicated in our pre-registration, two research assistants blind to the study’s
hypotheses coded what participants thought about when they indicated their purchase happiness.
For each participant, the RAs coded whether (1) or not (0) participants mentioned ways in which
they could have spent their money other than the target purchase. The two coders agreed on the
coding of 97.7% of the participants. A third research assistant coded the disagreements. As
expected, participants in the financial constraints condition were significantly more likely to think

about opportunity costs (7.20%) than were participants in the control condition (3.11%; »*(1) =
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9.33, p =.002). Notably, only a small proportion of participants considered opportunity costs.
This low baseline is consistent with prior research demonstrating that people tend to neglect
opportunity costs in general (Frederick et al. 2009).

We examined whether the effect of perceived financial constraints on purchase happiness
was mediated by spontaneous consideration of opportunity costs. As specified in our pre-
registration plan, we estimated the structural path condition (i.e., financial constraints vs. control)
-> spontaneous consideration of opportunity costs (i.e., mentioned vs. did not mention) ->
purchase happiness. We calculated the indirect effect by multiplying the a-path and the b-path of
the model, with the standard errors estimated with 1,000 bootstrapped samples. The indirect
effect of perceived financial constraints on purchase happiness through spontaneous consideration
of opportunity costs was significant (axb = -0.05, SE = 0.02, p = .003, 95% CI: [-0.09, -0.02]).
The direct effect was marginally significant (c = -0.13, SE = 0.07, p = .056, 95% CI: [-0.27,
0.00]), suggesting evidence for partial mediation.

In sum, study 2B demonstrated that perceived financial constraints increase spontaneous
consideration of opportunity costs when consumers evaluate their purchases, resulting in lower
purchase happiness. Together, studies 2A-2B provide evidence that opportunity cost
consideration mediates, at least in part, the effect of perceived financial constraints on purchase

happiness (H2).

2.7 Study 3: Manipulating Opportunity Cost Consideration

In study 3, we further probed the role of opportunity cost consideration as a mechanism
linking perceived financial constraints to lower purchase happiness by directly manipulating the
proposed mediating process (Spencer, Zanna, and Fong 2005). To do so, we prompted some

participants to consider the opportunity costs of their purchases before they rated their purchase
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happiness. If perceived financial constraints decrease purchase happiness because consumers who
perceive greater financial constraints are more likely to spontaneously consider the opportunity
costs of their purchases, then prompting all consumers to consider opportunity costs should
attenuate the effect of perceived financial constraints on purchase happiness (H3). Study 3 tested

this prediction.

2.7.1 Participants and Procedure

We pre-registered this study using AsPredicted (#46289). We aimed to recruit 1,500
participants on MTurk, and 1,501 signed up for the study. After applying our pre-registered
exclusion criteria, 1,488 participants remained in the sample (56.6% female, Mage = 38.74, SD =
13.26). This study adopted a 2 (opportunity cost consideration: high vs. control) x continuous
(perceived financial constraints, measured) between-subjects design.

First, participants were asked to describe something they purchased for themselves for
more than $100 and less than $1,000. Next, they were randomly assigned to one of two
conditions. In the ‘high opportunity cost consideration’ condition, participants wrote about the
opportunity costs of their purchases. In the control condition, participants described the benefits
they received or expected to receive from the purchase they described. A pre-test with a separate
sample drawn from the same population confirmed that the manipulation worked as intended (see
web appendix for details). On the next screen, participants indicated their purchase happiness
with the same items used in studies 1, 2A, and 2B, which served as the dependent measure.
Finally, participants reported their perceived financial constraints with the same items used in

study 1 (o =.90), their age, and their gender.
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2.7.2 Results

As specified in our pre-registration plan, we regressed purchase happiness on opportunity
cost consideration (1 = high, 0 = control), perceived financial constraints (continuous), and their
interaction. There was a marginally significant interaction between condition and perceived
financial constraints (b = 0.06, SE = 0.04, t(1484) = 1.68, p = .094). In the control condition—i.e.,
when only financially constrained participants considered opportunity costs—there was a
significant negative effect of perceived financial constraints on purchase happiness (b = -0.09, SE
=0.02, t(1484) = -3.77, p < .001), replicating the results shown in studies 1, 2A and 2B. In the
‘high opportunity cost consideration’ condition—i.e., when all participants were prompted to
consider opportunity costs—there was no effect of perceived financial constraints on purchase
happiness (b = -0.03, SE = 0.03, t(1484) = -1.29, p = .198), supporting H3.

Our theory posits that perceived financial constraints decrease purchase happiness
because consumers who perceive greater financial constraints are more likely to spontaneously
consider opportunity costs. If this explanation is correct, then increasing the salience of
opportunity costs should have no effect among consumers who perceived greater financial
constraints. Indeed, among participants who perceived greater financial constraints (1 SD above
the mean), there was no effect of the opportunity cost consideration manipulation on purchase
happiness (b = -0.06, SE = 0.07, t(1484) = -0.82, p = .412). In contrast, making opportunity costs
salient significantly reduced purchase happiness among participants who perceived lower
financial constraints (1 SD below the mean, b =-0.23, SE = 0.07, t(1484) = -3.16, p = .002). A
floodlight analysis (Spiller et al. 2013) indicated that the effect of the manipulation was
significant among participants whose perceived financial constraints 0.4 SD above the mean or

lower.
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One possibility is that the opportunity cost manipulation affected people’s perceived
financial constraints. However, our data indicate that perceived financial constraints were the
same among participants in the ‘high opportunity cost consideration’ (M = 4.33, SD = 1.38) and

control (M = 4.30, SD = 1.44; 1(1486) = -0.38, p = .703) conditions.

2.8 Study 4: Planned Versus Unplanned Purchases

Thus far, we have shown that perceived financial constraints reduce purchase happiness
because consumers who perceive greater financial constraints are more likely to spontaneously
consider the opportunity costs of their purchases. We have suggested that this effect is attenuated
for planned (vs. unplanned) purchases (H4), and that this attenuation occurs because (1)
perceived financial constraints have a smaller effect on opportunity cost consideration for planned
(vs. unplanned) purchases (H4a), and (2) opportunity cost consideration has a smaller effect on
purchase happiness for planned (vs. unplanned) purchases (H4b). Study 4 tested these

predictions.

2.8.1 Participants and Procedure

We recruited 1,000 people on MTurk to participate in a short survey, and 1,018 signed up
to participate in the study. We excluded 30 participants who did not describe a purchase, leaving
a sample of 988 people (54.4% female, Mage = 38.33, SD = 12.68). This study adopted a 3
(purchase type: planned vs. unplanned vs. control) x continuous (perceived financial constraints,
measured) between-subjects design.

First, all participants described a purchase they made for themselves that cost more than
$50 and less than $1,000. The exact wording of this prompt varied randomly by experimental
condition. Some participants were instructed to describe a planned purchase (planned condition),

some were instructed to describe an unplanned purchase (unplanned condition), and others
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received no specific instructions (control condition). Next, participants rated their purchase
happiness with the same item used in studies 1, 2A-2B, and 3, and rated their opportunity cost
consideration with the same item used in study 2A. Participants then indicated the price of their
purchase and the time elapsed from buying it. Finally, they completed a manipulation check for
the purchase type manipulation (“How much in advance did you plan to make the purchase you
described?” 1 = not in advance at all, 7 = extremely in advance), indicated their perceived
financial constraints with the same items used in studies 1 and 3 (o = .89), and reported their age,

gender, and income.

2.8.2 Results

A one-way ANOVA indicated that the manipulation successfully affected the extent to
which the purchases were planned in advance (F(2, 985) = 570.33, p < .001, #* = .54). As
intended, participants in the planned purchase condition described purchases that were more
planned in advance (M = 5.14, SD = 1.23) than did participants in the unplanned purchase
condition (M = 1.62, SD = 1.14; F(1, 985) = 1055.06, p < .001) and in the control condition (M =
4.27,SD = 1.68; F(1, 985) = 67.72, p < .001). Importantly, perceived financial constraints did not
vary across the experimental conditions (Mpianned = 4.41, SD = 1.45, Munplanned = 4.40, SD = 1.40,
Meontrol = 4.50, SD = 1.38; F(2, 985) = 0.52, p = .592, 52 = .001).

A 3 (purchase type: planned vs. unplanned vs. control) x continuous (perceived financial
constraints, measured) ANCOVA revealed a significant main effect of perceived financial
constraints (F(1, 982) = 23.06, p < .001, #? = .02), no main effect of purchase type (F(2, 982) =
0.09, p =.912), and a marginally significant interaction (F(2, 982) = 2.37, p = .094, »? = .005).
Perceived financial constraints had a significant negative effect on purchase happiness in the
control condition (b = -0.09, SE = 0.04, p = .032), replicating our previous results. Notably, the

effect of perceived financial constraints on purchase happiness was stronger in the unplanned
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purchases condition (b = -0.20, SE = 0.05, p <.001) than in the planned purchases condition (b =
-0.07, SE = .04, p = .094, difference = 0.13, SE = 0.06, p = .040), lending support for H4.

A 3 (purchase type: planned vs. unplanned vs. control) x continuous (perceived financial
constraints, measured) ANCOVA with opportunity cost consideration as the dependent variable
revealed a significant main effect of perceived financial constraints (F(1, 982) = 19.48, p <.001,
n? = .02), a significant main effect of purchase type (F(2, 982) = 3.62, p = .027, %= .01), and,
critically, a significant two-way interaction (F(2, 982) = 4.92, p = .008, #* = .01). Perceived
financial constraints increased opportunity cost consideration in the control condition (b = 0.35,
SE =0.08, p < .001)—conceptually replicating the results of studies 2A-2B—and in the
unplanned purchases condition (b = 0.23, SE = 0.08, p =.004). Critically, perceived financial
constraints had no effect on opportunity cost consideration in the planned purchases condition (b
=.01, SE =0.08, p =.848; difference = -0.22, SE = .11, p = .050), lending support for H4a.

We further tested whether the effect of opportunity cost consideration on purchase
happiness was moderated by purchase type. Specifically, we estimated a 3 (purchase type:
planned vs. unplanned vs. control) x continuous (opportunity cost consideration, measured)
ANCOVA with purchase happiness as the dependent variable. The results revealed a significant
main effect of opportunity cost consideration (F(1, 982) = 45.34, p < .001, »? = .04), no effect of
purchase type (F(2, 982) = 0.96, p = .381), and, critically, a significant two-way interaction (F(1,
982) = 7.05, p = .001, 2 = .01). Specifically, while opportunity cost consideration significantly
decreased purchase happiness in the control (b =-0.11, SE = 0.03, p < .001) and unplanned
purchases (b =-0.21, SE = 0.03, p < .001) conditions, it had no effect on purchase happiness in
the planned purchases condition (b = -0.04, SE = 0.03, p =.181), lending support for H4b.

We tested whether the effect of perceived financial constraints on purchase happiness

was mediated by opportunity cost consideration and, critically, whether this indirect effect
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depended on the type of purchase participants recalled. Specifically, we tested whether the
indirect path perceived financial constraints -> opportunity cost consideration -> purchase
happiness was stronger for unplanned purchases than for planned purchases, with purchase type
moderating the both paths of the model. We estimated the standard errors with 1,000
bootstrapped samples. The results indicate that the indirect effect of perceived financial
constraints on purchase happiness through opportunity cost consideration was significant in the
control condition (axb = -0.033, SE = 0.01, p =.016, 95% CI: [-.059 to -.006]) and in the
unplanned purchases condition (axb = -.045, SE = 0.02, p =.032, 95% CI: [-.086 to -.004]).
Critically, the indirect effect of perceived financial constraints through opportunity cost
consideration was not significant in the planned purchases condition (axb = -0.001, SE = 0.00, p
=.881, 95% CI: [-.008 to .007]). Furthermore, the difference between the indirect effect in the
planned and unplanned purchase conditions was significant (difference = -.044, SE = 0.02, p =
.038, 95% Cl: [-.086 to -.002]).

In sum, study 4 provided further support for the role of opportunity cost consideration as
a mechanism explaining the effect of perceived financial constraints on purchase happiness (H2).
Consistent with this mechanism, the effect of perceived financial constraints on purchase
happiness was attenuated for planned (vs. unplanned) purchases (H4), and this attenuation
occurred because (1) perceived financial constraints had a smaller effect on opportunity cost
consideration for planned (vs. unplanned) purchases (H4a) and (2) the effect of opportunity cost

consideration on purchase happiness was smaller for planned (vs. unplanned) purchases (H4b).

2.9 Study 5A: Yelp Review Data
In study 5A, we explored a behavioral outcome that might result from lower purchase

happiness: less positive (more negative) consumer reviews. Specifically, we assessed the
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correlation between perceived financial constraints and consumer ratings using a real, unique

dataset of reviews on Yelp.

2.9.1 Data

We compiled a unique dataset of consumer reviews by merging data from three sources:
(1) consumer reviews scraped from Yelp, (2) consumer data from Experian Simmons, and (3)
demographic information from the US Census (US Census 2019).

Yelp review data. We obtained our first dataset from Yelp, one of the largest review
websites in the United States. We focused on reviews written for chain restaurants because they
are highly similar across different locations, thereby attenuating concerns that differences in the
reviews might be due to unobserved differences across restaurants in different locations. We
collected the average star rating for all units of the 15 largest restaurant chains in the 15 largest
US cities as of January 2020, resulting in 903 restaurant units. We also collected the zip code
associated with each unit, which was used to merge these data with the two other datasets.

Perceived financial constraints. Since we only observe the average star rating of each
restaurant and do not observe individual-level perceived financial constraints associated with the
reviewers on Yelp, we used a proxy for perceived financial constraints at the zip code level. We
used Simply Analytics to retrieve data on consumers’ levels of financial security. This dataset
provides estimates of how financially secure consumers in each zip code in the US feel, on
average. These estimates are based on Experian Simmons’ nationally representative survey of
about 30,000 consumers aged 18 or more (Experian Simmons 2019). In the survey, consumers
indicated their agreement with the following statement: “I feel financially secure” (1 = disagree a
lot, 5 = agree a lot). A separate study showed that this item is highly correlated with the measure

of perceived financial constraints used in studies 1, 3, and 4 (r = .83, p < .001). We reverse coded
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this item so that higher scores represented higher perceived financial constraints. We collected the
latest available data (2019), retrieved in January 2020.

Demographic information. We used Simply Analytics to retrieve data from the US
Census on demographic characteristics, which served as control variables in this study. As with
the other two datasets, this dataset was at the zip code level. We collected data on age (median
age), gender (percentage of the population that is female), ethnicity (percentage of the population
that is white), education (proportion of the population aged 25 or more that has at least a bachelor
degree), and income (median household income). We collected the latest available data (2019).

Final dataset. We used zip codes to merge the three datasets. Of the 903 restaurant units
for which we collected the average star rating on Yelp, we were not able to retrieve data on
financial security for the zip code associated with 51 restaurants, resulting in a final dataset

comprising 852 restaurants.

2.9.2 Results

We tested whether restaurants in zip codes where consumers perceived greater financial
constraints received lower star ratings than similar restaurants in zip codes where consumers
perceived lower financial constraints. Several unobserved factors might correlate with both
restaurant star ratings and zip code-level perceived financial constraints (e.g., restaurant quality).
We therefore controlled for chain- and city- fixed effects. Thus, our analysis compared
restaurants from the same chain in the same cities. Because chain restaurants are highly similar
across different locations, the inclusion of chain fixed effects mitigated the possibility that any
effect was driven by unobserved differences across restaurants in different locations. We also
controlled for a set of demographic variables to account for differences across zip codes (i.e., age,

gender, education, ethnicity, and income).
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We regressed star rating on our proxy for perceived financial constraints, chain- and city-
fixed effects, and the set of control variables above. Perceived financial constraints were
negatively associated with the average star rating (b = -0.15, SE = .08, t(816) = -1.99, p = .047).
That is, restaurants in zip codes where consumers perceived greater financial constraints received
lower ratings than did units of the same restaurant chain in zip codes where consumers perceived
lower financial constraints.

In sum, study 5A suggests that perceived financial constraints are associated with the
reviews that consumers write for their purchases, an important behavioral consequence of lower
purchase happiness. While study 5A provided initial evidence for the association between
perceived financial constraints and consumer reviews in a dataset of actual reviews, causality
cannot be determined due to the correlational nature of the data. We therefore designed study 5B

to conceptually replicate and extend this finding.

2.10 Study 5B: Consumer Reviews in a Controlled Setting

Study 5B built on study 5A in several important ways. First, departing from the
correlational design used in study 5A, in study 5B we experimentally manipulated perceived
financial constraints. Second, we permitted consumers to write a review about any purchase
category to broaden the generalizability of our findings. Third, in addition to examining star
ratings, we explored whether perceived financial constraints also affect review content. Finally,
we tested whether the effect of perceived financial constraints on consumer reviews results

directly from lower purchase happiness.

2.10.1 Participants and Procedure
We pre-registered this study using AsPredicted (#62583). We planned to recruit 1,000

participants and 998 completed the survey on Prolific Academic. As specified in our pre-
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registration, we excluded 12 participants who did not describe a purchase, leaving a final sample
of 986 people (51.0% female, Mage = 35.37, SD = 13.11). Participants were randomly assigned to
one of two between-subjects conditions (financial constraints vs. control).

In the beginning of the study, participants described the last time they bought a purchase
for themselves for more than $100 and less than $1,000. Next, we manipulated perceived
financial constraints. In the financial constraints condition, participants were asked to write about
their financial constraints with the same prompt used in studies 2A-B. In the control condition,
participants were asked to describe what they did in the past weekend. After the manipulation,
participants rated their purchase happiness with the same item used in studies 1, 2A, 2B, 3, and 4.
We then asked participants to write a review for their purchase. We designed this task to mimic
the process of writing an actual consumer review online. Participants entered a star rating for their
purchase, gave a title for their review, and wrote the review. Next, they answered the same
questions about their purchase’s characteristics as in study 1 (collected as covariates) and
provided demographic information. Finally, participants completed the same manipulation check

used in studies 2A-2B.

2.10.2 Results

Participants in the financial constraints condition indicated greater financial constraints
(M =4.48, SD = 1.76) than did participants in the control condition (M = 3.91, SD = 1.71; t(984)
=-5.14, p<.001, d =-0.33).

We were interested in three dependent variables: (1) purchase happiness, (2) the star
rating of the reviews, and (3) the content of the reviews. We planned to control for all of the
purchase characteristics we collected to increase statistical power (Meyvis and Van Osselaer
2018), as specified in our pre-registration. For completeness, we report the results with and

without the covariates; the results remain unchanged.
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Participants in the financial constraints condition reported lower purchase happiness (M =
5.71, SD = 1.31) than did participants in the control condition (M = 5.95, SD = 1.02; t(984) =
3.20, p =.001, d = 0.20; with covariates: b = -0.16, SE = 0.07, t(974) = -2.29, p = .022).

Contrary to what we expected, star ratings did not differ significantly between
participants in the financial constraints (M = 4.46, SD = 0.77) and control conditions (M = 4.50,
SD = 0.65; t(984) = 0.84, p = .399; with covariates: b =-0.01, SE = 0.05, t(974) =-0.12, p =
.907). One possible reason for this null effect is that there was a ceiling effect on this measure;
about half of the reviews in our data received a 5-star rating (the maximum possible rating), and
only 2.6% received less than 3 stars. Indeed, recent research has shown that star ratings often
suffer from a “positivity problem” (Rocklage, Rucker, and Nordgren 2021).

Participants in the financial constraints condition wrote fewer words than did participants
in the control condition (Mfinancial constraints = 49.56, SD = 28.11, Mconrol = 53.40, SD = 32.19; t(984)
=2.00, p =.046, d = 0.13). We therefore included word count in the sets of analyses that included
covariates. As indicated in our pre-registration, two coders blind to the hypotheses and
participants’ assigned condition classified the reviews into one of the following categories:
extremely negative [-2], negative [-1], neutral [O], positive [1], and extremely positive [2]. Five
participants wrote that they had not used or received the purchases, and were therefore coded as
missing. The coders agreed on the coding of 61.4% of the 981 remaining reviews. We averaged
the ratings of the two coders to form an index of how positive or negative the reviews were (o =
.68). As expected, participants in the financial constraints condition wrote more negative reviews
(M =1.04, SD = 0.60) than did participants in the control condition (M = 1.13, SD = 0.46; t(979)
=2.46, p =.014, d = 0.16; with covariates: b =-0.07, SE = 0.03, t(968) = -2.05, p = .041).

We also examined the content of the reviews by using the Evaluative Lexicon (EL), a

computational linguistic software package that analyzes the valence, emotionality, and extremity
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of natural text (Rocklage, Rucker, and Nordgren 2018). We were interested in whether the
valence of the reviews varied systematically across the financial constraints and control
conditions. The software could not classify the valence of 84 reviews, thus leaving 902 reviews
for this analysis. Consistent with the results obtained with the coders’ rating, participants in the
financial constraints condition wrote more negative reviews (M = 6.77, SD = 1.42) than did
participants in the control condition (M = 6.98, SD = 1.14; t(900) = 2.47, p = .014, d = 0.16; with
covariates: b =-0.18, SE = 0.08, t(889) = -2.10, p = .036). Overall, these results indicate that
participants wrote less favorable reviews when perceived financial constraints were higher; this
difference was captured both by human coders and by automated text analysis software. We
further probed the data to assess whether these effects were driven by the number of negative or
positive words. We found evidence for the former (see web appendix for details).

Finally, we examined whether the effect of perceived financial constraints on the content
of the reviews was mediated by purchase happiness. That is, we estimated the path condition (i.e.,
financial constraints vs. control) -> purchase happiness -> content of the review (average of the
coding of the 2 coders). We calculated the indirect effect by multiplying the a-path and the b-path
of the model, with the standard error estimated with 1,000 bootstrapped samples. The indirect
effect was significant (without covariates: axb = -0.05, SE = 0.02, p =.003, 95% CI: [-0.089 to -
0.017]; with covariates: axb = -0.04, SE = 0.01, p =.017, 95% CI: [-0.065 to -0.006]), and the
direct effect was not (without covariates: axb = -0.03 , SE = 0.03, p =.237, 95% CI: [-0.091 to
0.022]; with covariates: axb =-0.04 , SE = 0.03, p = .224, 95% CI: [-0.094 to 0.022]), suggesting
full mediation. The same results are obtained if we use the average valence of the reviews

calculated by the EL software instead of average rating of the coders.
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Together, studies 5A-B demonstrate that perceived financial constraints affect the
reviews consumers write for their purchases, an important behavioral consequence of lower

purchase happiness.

2.11 General Discussion

Perceived financial constraints are ubiquitous among consumers with varying levels of
wealth, and prior research suggests that they contribute to compensatory consumption (Cannon,
Goldsmith, and Roux 2019). Given that compensatory consumption is meant to offset an
undesirable state, in the current work we investigated whether and why perceived financial
constraints influence the happiness consumers derive from their purchases. Our data reveal four
main findings. First, perceived financial constraints decrease purchase happiness. Second, this
effect occurs, at least in part, because consumers who perceive greater financial constraints are
more likely to spontaneously consider opportunity costs when evaluating their purchases. Third,
consistent with our proposed mechanism, the effect is attenuated for planned purchases. Finally,
the negative effect of perceived financial constraints on purchase happiness results in less
favorable consumer reviews.

To better understand the effect, we meta-analyzed our file drawer (25,765 participants, 42
studies). The effect of perceived financial constraints on purchase happiness was negative across
all studies and significant in 31 of the 42 studies. The average size of the effect of perceived
financial constraints on purchase happiness was r = -0.12, 95% CI: [-0.139 to -0.104], p < .001.
This effect is similar in magnitude to other effects examining predictors of purchase happiness
(e.g., material vs. experiential purchases, Weingarten and Goodman 2021; spending money on
oneself vs. on others, Aknin et al. 2020). We also explored whether the effect varied across

several purchase types. Perceived financial constraints had a smaller effect on purchase happiness
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for purchases that were planned (vs. unplanned, b = 0.02, t(11880) = 4.47, p < .001), consistent
with the results of study 4. Moreover, the effect was attenuated for purchases that were
discretionary (vs. necessity, b = 0.01, t(11880) = 3.47, p < .001), more likely to be used with
others (vs. alone, b = 0.01, t(11880) = 2.67, p = .008), and used frequently (vs. infrequently, b =

0.01, t(11880) = 2.86, p = .004).

2.11.1 Theoretical Contributions

The current work offers several contributions to the growing literature on consumers’
subjective wealth and, more specifically, perceived financial constraints. While most consumer
research has focused on the effects of financial constraints on consumer attention, preference, and
choice, less is known about their effects at later stages of the decision process (for an exception,
see Paley, Tully, and Sharma 2019). Understanding the effects of perceived financial constraints
on purchase happiness is particularly important because prior research has shown that financially
constrained consumers often turn to compensatory consumption (e.g., Sharma and Alter 2012;
Tully, Hershfield, and Meyvis 2015; Briers and Laporte 2013; Haisley, Mostafa, and Loewenstein
2008).

In addition, the current work provides an initial step in the direction of clarifying
potential differences among different conceptualizations of consumers who have limited
resources. For example, Lee, Hall, and Wood (2018) find that while high SES consumers derive
greater happiness from experiences (vs. material goods), low SES consumers derive greater
happiness from material goods (vs. experiences). In contrast, our findings demonstrate that
perceived financial constraints cause consumers to derive lower happiness from both material and
experiential purchases. While there may be a correlation between perceived financial constraints
and social class, our results suggest that the two may be meaningfully different and lead to

divergent outcomes. Thus, the current article highlights the need for additional research
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investigating potentially systematic differences between concepts (e.g., social class, financial
constraints) that may be correlated but conceptually distinct.

Furthermore, our research contributes to existing understanding of how budgetary status
and financial constraints affect consumer evaluations. For example, one might assume that
spending any portion of one’s budget may increase perceptions of financial constraints and
decrease evaluations. However, Soster, Gershoff, and Bearden (2014) demonstrate that only
spending that exhausts a budget to zero increases pain of paying, which in turn reduces purchase
satisfaction—the so-called “bottom-dollar effect.” In contrast, we demonstrate that subjective
perceptions of financial constraints affect evaluations irrespective of budgetary status and
objective constraints. Thus, our work highlights conceptual differences between spending parts of
one’s budget and feeling financially constrained.

Our work also contributes to the growing literature on consumer happiness—specifically,
factors that may increase or decrease happiness from purchases. Prior research has identified
several ways in which consumers can maximize their happiness from spending. This body of
work has largely focused on purchase types (Van Boven and Gilovich 2003; Nicolao, Irwin, and
Goodman 2009; Dunn, Aknin, and Norton 2008; Whillans et al. 2017) and individual differences
(Bhattacharjee and Mogilner 2014; Lee, Hall, and Wood 2018) that contribute to purchase
happiness. Less work has systematically investigated how psychological states—in particular,
subjective wealth perceptions—contribute to purchase happiness. By showing that perceived
financial constraints are a key driver of purchase happiness, the current work demonstrates that
consumers’ psychological states may be an important obstacle for pursuing happiness through

consumption.
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2.11.2 Limitations and Future Directions

The current work offers a few directions for future research. We have demonstrated that
opportunity cost consideration is one mechanism driving the negative effect of perceived
financial constraints on purchase happiness. We speculated that negative affect may play a role in
this process. That is, it is possible that greater consideration of opportunity costs evokes negative
emotional states, resulting in lower purchase happiness. One possibility relates to regret. While
opportunity cost consideration and regret are related, they are distinct constructs. Specifically,
opportunity cost consideration refers to considering other uses for one’s money, and regret is an
emotional response that results from the combination of (a) the comparative evaluation of an
outcome and (b) a feeling of self-blame for having made a poor, unjustified choice (Connolly and
Zeelenberg 2002). While considering opportunity costs does not necessarily result in regret (e.g.,
when the choice is justifiable, Inman and Zeelenberg 2002) increasing the salience of forgone
alternatives is generally associated with greater regret (Keaveney, Huber, and Herrmann 2007).
Thus, while regret is not a necessary condition for opportunity cost consideration to operate as a
mechanism, it is possible that regret is one pathway linking greater consideration of opportunity
costs to lower purchase happiness.

Similarly, considering opportunity costs may evoke guilt, which emerges when
individuals object to their own actions (Baumeister, Stillwell, and Heatherton 1994), especially
when actions may seem harmful and when individuals feel a sense of responsibility for their
decisions (Tangney et al. 1996; Duke and Amir 2019). Opportunity cost consideration may result
in guilt because consumers generally strive to be financially responsible (Warneryd 1989), and
thinking about alternative uses of one’s money may hamper one’s perceived progress towards this

goal. Thus, it is possible that negative emotional states explain why opportunity cost
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consideration results in lower happiness from spending, and future research may investigate the
role of specific emotions in this process.

In addition, since our data suggest that the negative effect of perceived financial
constraints on purchase happiness was only partially mediated by opportunity cost consideration,
future research can investigate additional mechanisms that might underlie this effect. We suggest
three other mechanisms that might play a role. One possibility is related to rumination—the
process of thinking repetitively about one’s feelings and problems (Nolen-Hoeksema, Wisco, and
Lyubomirsky 2008). Prior research has shown that lower-income consumers are more likely to
ruminate on their financial concerns (Johar, Meng, and Wilcox 2015) and that rumination is
associated with general negative affect (Nolen-Hoeksema, Wisco, and Lyubomirsky 2008). Thus,
it is possible that rumination about financial concerns lowers purchase happiness among
consumers who perceive greater financial constraints. A second possibility is that perceived
financial constraints shift consumers’ attention to different aspects of their purchases. Judgments
are affected by what is salient at a given time (Higgins 1996), and it is possible that different
aspects of a purchase are salient in the minds of consumers who perceive greater (vs. lower)
financial constraints. Specifically, because monetary concerns are more top-of-mind for
individuals who face monetary scarcity (Shah et al. 2018), consumers who perceive greater
financial constraints might focus more on the cost of their purchases, resulting in lower attention
to the positive aspects of their purchases (e.g., their benefits, usage) and lower purchase
happiness. Finally, it is possible that consumers who perceive greater financial constraints have
higher expectations for their purchases. Because resource constraints limit what consumers can
purchase, those with fewer resources must think more carefully about what, when, and how to
purchase. This may result in higher anticipated purchase happiness among consumers who

perceive greater financial constraints. If so, then consumers who feel financially constrained may
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evaluate their purchases against higher reference points, resulting in lower happiness from
spending. We believe that investigating these and other additional mechanisms is an important
topic for future research, as it may uncover new boundary conditions or interventions that

minimize the negative effect of perceived financial constraints on purchase happiness.

2.11.3 Practical Implications

The current work also offers practical implications for consumer welfare and marketers.
First, while we find that consumers may not derive as much happiness from consumption when
they feel financially constrained, our data suggest a simple measure to mitigate this effect:
planning. When consumers considered purchases that were planned in advance, the detrimental
effect of perceived financial constraints was reduced. We argued that this occurred because
planned purchases are perceived as a better allocation of one’s money and hence more justifiable.
It is possible that the detrimental effect of perceived financial constraints is attenuated for other
types of purchases that are easier to justify. Indeed, some of the results of our meta-analysis
supports this assertion. For example, the effect was attenuated for purchases that were used more
frequently. This result suggests that consumers feeling financially constrained might be able to
derive greater happiness from spending when making purchases that are easier to justify.

Our work also offers insights for marketing managers. For instance, we found that
consumers who perceived lower financial constraints were less likely to spontaneously consider
opportunity costs; however, they experienced lower purchase happiness when they were
prompted to do so (study 3). This suggests that marketers interested in enhancing consumers’
purchase happiness are better served by highlighting the benefits consumers may get from their
purchases rather than highlighting competing products (which may increase opportunity cost
consideration). In addition, our work offers insights for marketers interested in managing

consumer reviews. Although marketers often encourage consumers to write reviews for their
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purchases, our work suggests that they should be conscious about when to encourage their
customers to write reviews. Reviews may be particularly negative during times when consumers
are more likely to feel constrained—for example, right before payday (Carvalho, Meier, and

Wang 2016).
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3. Essay 2: “Quality-Quantity Tradeoffs in Consumption”

Consumers have mental accounts for purchase categories and finite budgets for purchases
within those categories (Thaler 1985). As a result, they trade off quality and quantity when
deciding what to buy. For instance, travelers with set budgets for vacations decide between
shorter stays in higher-quality resorts or longer stays in lower-quality resorts; consumers with
fixed clothing budgets choose between buying more lower-quality items or fewer higher-quality
items. Such tradeoffs are ubiquitous. Indeed, in a pilot study, 86% of consumers indicated that
they made at least one purchasing decision in the past year that involved trading off quality and
guantity. Notably, these tradeoffs underlie purchasing decisions in multiple consumption
categories and are pervasive across the income spectrum.

While a large body of work has examined factors affecting consumers’ preferences for
purchase quality (Mead and Williams 2022; W. Zhang and Kalra 2014; Heath and Chatterjee
1995) and purchase quantity (Wertenbroch 1998; S. Zhang, Sussman, and Hsee 2021; Nowlis,
Dhar, and Simonson 2010; Manning and Sprott 2007) independent of each other, only recently
has consumer research begun to examine tradeoffs between these two attributes (Liu and Baskin
2021; J. J. Sun, Bellezza, and Paharia 2021). A common thread in this body of work is that
choices of higher-quality or higher-quantity purchases are affected by contextual or
circumstantial factors ( e.g., choosing for oneself or for others, Liu and Baskin 2021; whether
product durability is salient, Sun, Bellezza, and Paharia 2021; purchasing during business hours
or not, Zhang and Kalra 2014). Although context certainly plays a role, the current research
demonstrates that consumers possess generalized preferences for quality or quantity in
consumption, resulting in consistent choices for higher-quality or higher-quantity purchases
across categories. Some consumers systematically prefer quantity over quality, and some

systematically prefer quality over quantity. Building on this finding, the current manuscript
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introduces quality-quantity preferences in consumption as an individual difference and develops
and validates a scale to measure it—the ‘quality-quantity tradeoffs’ scale. We find that quality-
guantity preferences are highly stable over time, correlate weakly with demographic variables,
and are empirically distinct from potentially-related existing constructs ( e.g., consumer
minimalism, Wilson and Bellezza 2022; materialism, Richins 2004; dispositional greed,
Seuntjens et al. 2015; compulsive buying, Faber and O’Guinn 1992). Furthermore, we
demonstrate that quality-quantity preferences predict important financial outcomes for
consumers.

The current manuscript offers several contributions to marketing scholarship. First, it
introduces quality-quantity preferences in consumption as an individual difference, showing that
it constitutes a novel facet of consumer decision-making that is not captured by existing
constructs. In addition, by developing and validating the ‘quality-quantity tradeoffs’ scale to
measure these preferences, the current work paves the way for future research aimed at
understanding the causes and consequences of quality-quantity preferences in consumption.
Indeed, the current work demonstrates that quality-quantity preferences affect important financial
outcomes, thereby providing an initial step toward understanding the consequences of consumers’
disposition toward quality or quantity.

The current work also contributes to the literature on consumer finances—in particular, to
the growing body of work examining the antecedents of consumer spending, borrowing, and debt
(Lukas and Howard 2022; Kappes, Gladstone, and Hershfield 2021; Sakaguchi et al. 2022; Tully
and Sharma 2018; De La Rosa and Tully 2022; Kettle et al. 2016; Dholakia et al. 2016; Choe and
Kan 2021). Specifically, we demonstrate that consumers who prefer quantity over quality spend
more money, are more prone to borrowing money, and have more debt than consumers who

prefer quality over quantity, over and above differences in income. Accordingly, the current work

38



increases understanding of the dispositional factors influencing consumers’ financial outcomes
and underscores the role of quality-quantity preferences as a meaningful yet unexplored driver of

consumer behavior.

3.1 Quality-Quantity Tradeoffs

A tradeoff is a balancing of factors that are not all attainable at the same time (Merriam-
Webster 2021). When making purchasing decisions, consumers often trade off competing
attributes: hedonic and functional features when buying laptops and cellphones (Chitturi,
Raghunathan, and Mahajan 2007), fuel efficiency and horsepower when choosing cars (Knittel
2011), and health and taste when choosing food items (Raghunathan, Naylor, and Hoyer 2006).
The current work examines a different, common, and under-investigated tradeoff: quality versus
guantity.

‘Quality’ refers to a “consumer’s judgment about a product’s overall excellence or
superiority” (Zeithaml 1988, 3). ‘Quantity’ refers to a consumer’s “general sense of how much of
something there is” (Redden and Hoch 2009, 407), which can be captured using metrics such as
the number of items (e.g., material purchases) or the duration of purchases (e.g., experiences). We
define quality-quantity tradeoffs as decisions in which quality (quantity) is sacrificed for greater
guantity (quality). Decisions that involve quality-quantity tradeoffs are common in many domains
of life. For example, , academics balance the quality and quantity of their scholarly output
(Haslam and Laham 2010), doctors and patients decide between treatments that trade off quality
of life and longevity (McNeil, Weichselbaum, and Pauker 1981), and policy makers trade off the
benefits of a policy and the number of its beneficiaries when choosing among different policies
(Nilsson and Weitz 2019). In essence, quality-quantity tradeoffs present themselves in virtually

every domain in which resources are limited. Relevant to the current investigation, tradeoffs
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between quality and quantity are commonplace in purchasing decisions, given that consumers
have mental accounts for purchase categories and finite, non-fungible budgets for purchases
within those categories (Thaler 1985). Buying higher-quality purchases comes at the expense of
lower quantity, and buying higher-quantity purchases comes at the expense of lower quality.
Despite the variety of interdisciplinary research on quality-quantity tradeoffs over the
past decades (Fougnie et al. 2016; J. Sun, Harris, and Vazire 2020; Hanushek 1992; Nonacs et al.
1990; Shrestha et al. 2019), relatively little research has investigated quality-quantity tradeoffs in
consumer decision-making (for two exceptions, see Liu and Baskin 2021; J. J. Sun, Bellezza, and
Paharia 2021). A related tradeoff that has received considerable attention is the tradeoff between
price and quality (Hagerty 1978; Levin and Johnson 1984). Price-quality tradeoffs entail
sacrificing quality for a lower price per unit. Because buying higher quantity implies buying at a
lower price per unit, tradeoffs between price and quality are related to tradeoffs between quality
and quantity. However, the two tradeoffs are conceptually distinct with respect to the competing
goals that consumers try to balance: minimizing the price per unit for a given level of quality
(price-quality tradeoffs) versus maximizing the quantity purchased for a given level of quality
(quality-quantity tradeoffs). While increasing purchase quantity at the expense of lower quality
will result in a lower price per unit, this outcome is a byproduct of greater preference for quantity
rather than an inherent preference for a lower price per unit. Moreover, seeking a lower price per
unit does not necessarily translate to higher purchase quantity, as consumers may choose not to
spend their entire budget. Thus, while quality-quantity tradeoffs covary with price-quality
tradeoffs, the two tradeoffs are conceptually distinct. Indeed, as we will demonstrate, consumers
who prefer quantity over quality do not generally prefer lower prices, even though buying higher

guantity at the expense of lower quality results in a lower price per unit.
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What drives purchasing decisions that involve gquality-quantity tradeoffs? A common
thread in consumer decision-making research is that preferences are context-dependent (Bettman,
Luce, and Payne 1998). Consistent with this idea, existing research has shown that the weight
consumers place on competing attributes in tradeoff decisions depends largely on context (Lei
and Zhang 2021; Sokolova and Krishna 2021). Research on quality-quantity tradeoffs, in
particular, has shown that context affects how consumers trade off quality and quantity. For
example, consumers prefer quality over quantity (vs. quantity over quality) when choosing for
others (vs. choosing for oneself, Baskin and Liu 2021) and when product durability is salient (vs.
not salient, J. J. Sun, Bellezza, and Paharia 2021). Thus, it is plausible that a consumer may prefer
quality (vs. quantity) when making choices in some categories and quantity (vs. quality) when
making choices in other categories. Indeed, in a study in which we asked consumers about their
guality-quantity preferences using an open-ended response format, consumers often provided
context-based explanations for their choices. For example, one participant stated: “I am more
worried about quality when buying a mattress or shoes. However, when purchasing cleaning
supplies, quantity is definitely more important.” In sum, it is evident that context contributes to
consumers’ choice of higher-quality versus higher-quantity purchases. In the current work, we
look beyond the role of context and examine potential individual differences in preferences for

quality versus quantity.

3.2 Individual Differences in Quality-Quantity Preferences
We contend that consumers possess generalized preferences for quality or quantity across
consumption domains. Specifically, we propose that some consumers are systematically more

likely to prefer quality over quantity, while others are systematically more likely to prefer
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guantity over quality, over and above differences across contexts. A few findings from existing
research provide suggestive evidence for this proposition.

First, prior research has shown that individuals exhibit consistent preferences across
contexts when balancing competing attributes in tradeoff decisions. One example is the tendency
to seek “middle of the road” options (i.e., preference for moderation; Drolet et al. 2021). In one
study, Drolet and colleagues (2021) asked consumers to make five choices of products that varied
along two attributes. They found that some consumers systematically preferred products with
middle values on both attributes, while other consumers systematically preferred products with
extreme values on both attributes, regardless of the consumption category (e.g., ice cream, dental
insurance, tickets to a baseball game; Drolet et al. 2021, 842). Another example comes from
research on error value tradeoffs (Brase, Beashore, and Kenney 2018). Error value tradeoffs
involve balancing two errors—e.g., choosing between a harsher judicial system with more false
convictions and fewer false acquittals or a more lenient judicial system with fewer false
convictions and more false acquittals. Across a variety of contexts (e.g., judicial decisions,
medical choices, regulatory policy decisions), individuals exhibited consistent error preferences
when making error value tradeoffs (Brase, Beashore, and Kenney 2018). Taken together, these
findings suggest that individuals weigh competing attributes consistently across contexts, at least
to some extent.

In addition, we expect consumers to possess generalized preferences for quality or
guantity across contexts because preferences for each of these two attributes, individually, may be
associated with more general, stable tendencies. For instance, several stable individual differences
identified by prior research may reflect a general disposition toward buying more (akin to
preference for quantity). Indeed, consumers differ in the extent to which negative events or

feelings lead them to purchase more (i.e., compulsive buying; Faber and O’Guinn 1992), the
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importance they ascribe to the ownership and acquisition of material goods (i.e., materialism;
Richins 2004), the extent to which perceived resource insufficiency increases their desire to
acquire (i.e., greed; Krekels and Pandelaere 2015; Seuntjens et al. 2015), and how much they
value limiting their possessions (i.e., consumer minimalism; Wilson and Bellezza 2022). These
findings suggest that consumers may have a general predisposition toward greater or lesser
guantity.

Relatedly, several individual differences correlate with tendencies that reflect an
inclination toward buying superior purchases (akin to preference for quality). For example,
political ideology affects consumers’ propensity to seek vertical differentiation (Ordabayeva and
Fernandes 2018), power distance beliefs affect consumers’ engagement in status consumption
(Gao, Winterich, and Zhang 2016), and need for uniqueness affects consumers’ propensity to buy
luxury goods (Kastanakis and Balabanis 2014). These findings suggest that individuals may have
a general predisposition toward greater or lower quality.

Building on the aforementioned research, we propose that quality-quantity preferences in
consumption is an individual difference that stems from a consumer’s (1) general strategy for
balancing competing attributes in tradeoff decisions, (2) general disposition toward buying more,
and (3) general disposition toward buying superior purchases. To the extent that quality-quantity
preferences are a function of these overarching factors, we expect consumers to exhibit consistent

preferences for quality or quantity across categories and over time.

3.3 The Current Research
In the current manuscript, we report the results of 11 studies that rely on various methods
(e.g., multilevel modeling, structural equation modeling), designs (e.g., longitudinal surveys,

experiments), and diverse samples (e.g., representative samples of the US and UK populations) to
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investigate quality-quantity preferences in consumption as an individual difference. Taken
together, our data demonstrate that quality-quantity preferences constitute a novel facet of
consumer decision-making that is not captured by existing constructs, and has important
consequences for consumers’ finances.

We begin with a pilot study investigating the basic premise upon which this work is
based: that consumers make consistent choices for higher-quality or higher-quantity purchases
across categories. Having provided evidence for this assertion, we devote studies 1-3B to
developing and validating the ‘quality-quantity tradeoffs’ scale to measure consumers’ quality-
guantity preferences. In study 1, we develop a pool of items to measure this individual difference
and reduce it to a parsimonious, internally consistent set of eight items. Studies 2A-2D examine
the relationship between quality-quantity preferences and 20 other constructs, thereby building a
nomological network around this individual difference and demonstrating its discriminant
validity. Finally, studies 3A-3B provide evidence for the scale’s face validity by showing that it
predicts choice of (3A) and willingness to pay for (3B) higher-quality and higher-quantity
purchases across various categories.

After developing and validating the quality-quantity tradeoffs scale to measure quality-
guantity preferences in consumption, we examine downstream consequences of this individual
difference. Studies 4A-4C demonstrate that quality-quantity preferences are associated with
consumer spending. Specifically, consumers who preferred quantity over quality spent more
money in a shopping simulation task (4A) and budgeted more money toward spending (4B) than
did consumers who preferred quality over quantity. Study 4C investigates whether preference for
guantity over quality (vs. quality over quantity) causes consumers to spend more by examining

longitudinal variation in quality-quantity preferences and spending.
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Study 5 relies on data from the Federal Reserve Bank of Philadelphia covering a large,
representative sample of US consumers to examine whether quality-quantity preferences predict
consumer borrowing and debt. Using this dataset, we found that preference for quantity over
quality was associated with more borrowing during the Covid-19 pandemic, higher propensity to
borrow in the near future, greater borrowing for education, and an increase in the total amount
owed in credit card and non-real estate debt over the past 12 months, over and above differences
in income and other demographic factors.

We conclude the manuscript by discussing theoretical and practical implications of this
work and delineating promising areas for future research.

3.4 Pilot Study: Individual-to-Individual Variation in Choice of Higher-
Quality and Higher-Quantity Purchases

We begin by examining whether consumers make consistent choices of higher-quality or
higher-quantity purchases across categories. To do so, we conducted a pilot study on Amazon
Mechanical Turk (n =94, 36.2% female, Mage = 39.65, SD = 12.69). Each participant read 14
scenarios. In each scenario, they imagined that they had a budget for a purchase in a category and
that they were considering two options: a higher-quality, lower-quantity purchase or a lower-
guality, higher-quantity purchase. The total cost of the two purchases within each scenario was
held constant. Participants indicated their preference between the two purchases on a 7-point
scale with the two purchases as opposite anchors in the answer choice. To increase
generalizability, the scenarios covered a wide range of purchase categories (cheap vs. expensive,
material vs. experiential, hedonic vs. utilitarian). To examine whether participants made
consistent choices for higher-quality or higher-quantity purchases across categories, we estimated
a multilevel model with crossed random effects for participants and scenarios (Judd, Westfall,

and Kenny 2012) without any predictors. The results indicated that there was significant
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individual-to-individual variation in the data (¢® = 0.84, 95% CI = [0.58 to 1.23]). Furthermore,
this model fit the data better (BIC = 5629.85) than a model without random effects for
participants (BIC = 5760.10). These results indicate that there was significant consistency in the
choices of higher-quality or higher-quantity purchases made by the same individual across

categories.

3.5 Study 1: Scale Development and Validation

In study 1, we developed and validated a scale to measure individual differences in
quality-quantity preferences. Given that our pilot study indicated that consumers exhibit
consistent preferences for higher-quality or higher-quantity purchases, we aimed to develop a
scale that captured consumers’ general quality-quantity preferences instead of preference for
quality or quantity in specific domains. Therefore, our scale is domain-free and captures general

preferences for quality versus quantity in consumption.

3.5.1 Participants and Procedure

We recruited 500 participants on Amazon Mechanical Turk, and 508 people signed up for
the study. We excluded seven participants who did not finish the survey and nine who failed an
attention check, leaving a sample of 492 participants (55.28% female, Mag = 40.69, SD = 13.12).

We generated 40 items that could plausibly measure individual differences in quality-
guantity preferences. The items were designed to capture preferences for quality versus quantity
irrespective of specific consumption domains. For example, one item stated: “When I shop for
items, quantity is more important than quality.” Participants indicated their agreement with each
item on a seven-point scale anchored by 1 = strongly disagree and 7 = strongly agree. The order
of the items was randomized across participants, and each item was presented on a separate

screen.
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Next, for exploratory purposes, we measured participants’ lay beliefs that higher quantity
implies lower quality (e.g., “I find that when I buy higher quality items, I can usually purchase
fewer of them.”, 1 = strongly disagree, 7 = strongly agree, o = .89). These items were weakly
correlated with the items measuring preferences for quality versus quantity and we therefore do
not discuss them further. Finally, participants completed an attention check to ensure data quality

and provided demographic information.

3.5.2 Results and Discussion

Our goal was to examine the factor structure of the scale and reduce the initial pool of
items to a parsimonious, internally consistent set of items. To do so, we ran an exploratory factor
analysis on all the items, retaining factors with an eigenvalue greater than 1. Three factors
remained. The first factor (eigenvalue: 18.34) accounted for 77.2% of the variance. The second
and third factors (eigenvalues: 2.40 and 1.31) accounted for 10.1% and 5.5% of the variance,
respectively. We applied a Promax rotation and, to remove ill-fitting items, retained only items
that fit two criteria: (1) a factor loading of .70 or higher in one factor, and (2) all other factor
loadings .30 or lower. Based on these criteria, 23 items were excluded. We repeated this process
until all remaining items fit these criteria. After five iterations, eight items remained (see Table
1), and they all loaded onto the same factor. This factor had an eigenvalue of 5.33 and accounted
for 66.7% of the variance, and the factor loadings ranged from .74 to .89. The items had high
internal consistency (o = .94), and the average variance extracted was .671, indicating that the

variance captured by the construct was larger than measurement error (Fornell and Larcker 1981).
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Table 1. The Quality-Quantity Tradeoffs Scale

Item Mean (SD) Factor Loading
éh;/:/i?;n I shop for items, quantity is more important than 2.95 (1.47) 0.77
2. Wher) I am buying thmg:s, | prefer to _buy more items, 3.06 (1.46) 088
even if it means they are slightly lower in quality.
3.IfT had to f:hoose between quality and quantity, I’d 2,87 (1.52) 088
choose quantity.
4.1 usua_ll)_/ prefer to buy_more of something, even if that 2.95 (1.40) 0.89
means giving up on quality.
5. I value having lots of products over a small number of 2,87 (1.34) 0.78
valuable ones.
6. Most products generz_:llly are of degent quality, S0 it 3.38 (1.51) 0.77
makes most sense to prioritize quantity over quality.
7.1 dqn t mind sacrificing some level of quality if I can buy 3.49 (1.53) 080
more items.
8. The best way to make the most of your money is to focus 2.97 (1.54) 0.74

on how many items you can buy.

The scale captured a wide range of quality-quantity preferences. Participants’ scores
ranged from 1 to 7, with a mean of 3.06 (SD = 1.24). Higher scores indicated greater relative
preference for quantity over quality. Seventy-seven percent of the participants had scores below
the midpoint of the scale, and 20.5% had scores above the scale’s midpoint. These results indicate
that most people preferred quality over quantity, but a sizeable minority preferred quantity over
quality.

When designing the quality-quantity tradeoffs scale, we intended lower numbers to
correspond to greater preferences for quality over quantity, and higher numbers to correspond to
greater preferences for quantity over quality. Given that most items in the final version of the
scale are phrased in terms of preferring quantity over quality, we considered the possibility that
lower scores captured weaker preference for quantity over quality, rather than greater preference
for quality over quantity (as we intended). To assess whether individuals interpreted the scale

items in the manner in which we intended, we conducted two additional supplemental studies. In
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the first (n = 75), we directly asked participants what they thought the lower end of the scale
meant. Participants were more likely to say that the lower end of the scale implies greater
preference for quality over quantity (M = 5.92, SD = 2.01) than equal preferences for quality and
quantity (M =2.73, SD = 2.21, t(74) = 8.58, p < .001, d = 0.99). In the second, (n = 147), we
examined how the items in Table 1 correlated with a bipolar multiple-choice question assessing
quality-quantity preferences using quality and quantity as opposing anchors in the answer choice
(“When you buy things, which of the two attributes is more important for you?”, 1 = Quality, 7 =
Quantity). Participants’ scores on the quality-quantity tradeoffs scale was highly correlated with
this bipolar item (r = .74, p < .001). Moreover, running an exploratory factor analysis on all items
of the scale and this bipolar item yielded a one-factor solution. Taken together, these results
indicate that the items in the final scale map well onto our conceptualization of quality-quantity
preferences.

We evaluated the internal consistency and psychometric properties of the quality-quantity
tradeoffs scale in two additional studies. To increase generalizability, we recruited samples
representative of the US (n = 385) and the UK (n = 386) populations with respect to age, gender,
and ethnicity. For each sample, we estimated a confirmatory factor analysis model with
maximum likelihood, with all items loading onto a single latent factor. The model had excellent
fit in the two samples (US: 4%(20) = 65.27, CFl = .977, RMSEA = .077, SRMR = .028; UK:
7*(20) = 43.59, CFI = .988, RMSEA = .055, SRMR = .023), suggesting that the quality-quantity
tradeoffs scale has good psychometric properties and is internally consistent.

Test-Retest Reliability. We examined the temporal stability of the quality-quantity
tradeoffs scale in five studies in which we administered the scale at two points in time across

various intervals ranging from 3 weeks to 16 months. The test-retest reliability of the scale ranged
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from .61 to .70 across the five studies, indicating that the scale has good temporal stability. Table

2 displays these results.

Table 2. Temporal Stability of the Quality-Quantity Tradeoffs Scale

Study Time Between Waves  Test-Retest Reliability
Supplemental Study 7 (n = 323) 3 weeks .70 [95% CI: .64 to .75]
Study 4C (n = 670) 4 weeks .65 [95% ClI: .60 to .69]
Supplemental Study 8 (n = 318) 3 months .64 [95% CI: .58 to .70]
Supplemental Study 9 (n = 322) 9 months .63 [95% CI: .55 to .69]
Supplemental Study 10 (n = 278) 16 months .61 [95% CI: .53 to .68]

In sum, study 1 developed and validated the quality-quantity tradeoffs scale to measure
individual differences in quality-quantity preferences in consumption. Taken together, the results
demonstrate that the scale has high internal consistency and is temporally stable. Next, we
examine the nomological network around quality-quantity preferences and, critically, test whether

this individual difference is distinct from potentially related existing constructs.

3.6 Studies 2A-2D: Nomological Network and Discriminant Validity
In studies 2A-2D, we examined the relationship between the quality-quantity tradeoffs
scale and a wide array of constructs in the consumer decision-making literature and tested the

scale’s discriminant validity.

3.6.1 Participants and Procedure

A power analysis indicated that 459 participants were needed for us to have 90% power
to detect a correlation of size r = .15. We thus aimed to recruit 500 participants for each study.
Studies 2A and 2B were conducted on MTurk, and Studies 2C and 2D were conducted on Prolific

Academic. For each study, we excluded participants who did not finish the survey or who failed
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the same attention check used in study 1, resulting in a sample of 496 people in study 2A (56.5%
female, Mage = 40.18, SD = 12.88), 499 people in study 2B (58.7% female, Mag. = 39.86, SD =
13.11), 495 people in study 2C (52.3% female, Mage = 35.81, SD = 13.20), and 495 in study 2D
(54.1%, My = 35.22, SD = 12.70). The design of the four studies was identical unless otherwise
noted.

Participants first completed the quality-quantity tradeoffs scale. Next, they completed
several scales intended to measure potentially related constructs. Studies 2A and 2D included
measures of consumers’ preferences and spending tendencies. Study 2B included measures of
consumers’ finances and decision-making tendencies more generally. Study 2C included
measures of personality traits. In each study, the scales were presented in a randomized order
with one item per screen, and the order of the items within each scale was randomized across
participants. Finally, all participants completed the same attention check used in study 1 and

provided demographic information.

3.6.2 Results and Discussion

Table 3 displays the correlations between the quality-quantity tradeoffs scale and all the
constructs we measured. We report the bivariate correlations among all the constructs in the web
appendix. For brevity, we focus our discussion on constructs that are most conceptually relevant

to quality-quantity preferences.

51



Table 3. Correlation Between the Quality-Quantity Tradeoffs Scale and Other

Constructs

Construct o r
Value Consciousness (Lichtenstein, Netemeyer, and Burton 1990) 0.80 -0.12***
Spendthrift-Tightwad (Rick, Cryder, and Loewenstein 2008) 0.78  0.11**
Experiential Buying Tendency (Howell, Pchelin, and lyer 2012) 0.81 -0.06
Frugality (Lastovicka et al. 1999) 0.83 -0.16***
Compulsive Buying (Faber and O’Guinn 1992) 0.81  0.23***
Price-Quality Schema (Lichtenstein, Ridgway, and Netemeyer 1993) 0.80 0.04
Materialism (Richins 2004) 0.84  0.24***
Propensity to Plan for Money in the Long-Run (Lynch et al. 2010) 0.94 -0.06
Personal Saving Orientation (Dholakia et al. 2016) 0.79  -0.09**
FWB: Current money management stress (Netemeyer et al. 2018) 0.85 -0.23***
FWB: Expected future financial security (Netemeyer et al. 2018) 0.91 -0.12%**
Self-Control (Lindner, Nagy, and Retelsdorf 2015) 0.89 -0.15***
Dispositional Greed (Seuntjens et al. 2015) 0.81  0.33***
Preference for Moderation (Drolet et al. 2021) 0.84 -0.04
CNFU: Creative choice counterconformity (Tian, Bearden, and Hunter 2001)  0.94 0.05
CNFU: Unpopular choice counterconformity (Tian, Bearden, and Hunter oo
2001) 090 0.14
CNFU: Avoidance of similarity (Tian, Bearden, and Hunter 2001) 0.95 0.15%**
Extraversion (Donnellan et al. 2006) 0.84 -0.02
Agreeableness (Donnellan et al. 2006) 0.84 -0.12*%**
Conscientiousness (Donnellan et al. 2006) 0.77  -0.12%**
Openness (Donnellan et al. 2006) 0.82 -0.22***
Neuroticism (Donnellan et al. 2006) 0.82 0.06
Minimalist Consumer Scale (Wilson and Bellezza 2022) 0.82 -0.22*%**

*p < .10, ** p < .05, *** p < .01.
r is the correlation between the quality-quantity tradeoffs scale and the corresponding construct.
Higher scores in the quality-quantity tradeoffs scale represent greater preferences for quantity
over quality (vs. quality over quantity).

We pooled the data from studies 2A-2D to examine whether and how quality-quantity
preferences were associated with demographic characteristics. The results indicated that
consumers with greater preferences for quantity over quality had lower income (r(1924) =-.12, p
<.001), were younger (r(1983) = -.10, p <.001), and had less education (r(1983) = -.06, p =

.004). Moreover, men had marginally greater preferences for quantity over quality than did

52



women r(1983) = -.12, p = .074). Together, these variables explained 2.5% of the variance in
guality-quantity preferences, indicating that consumers’ disposition toward quality or quantity are
not merely a function of demographic characteristics.

Constructs reflecting a general disposition toward buying more. Quality-quantity
preferences were correlated with several constructs that reflect a general disposition toward
buying more. Specifically, greater preference for quantity over quality was associated with
greater desire to acquire more (i.e., dispositional greed, r(497) = .33, p <.001; Seuntjens et al.
2015), stronger tendency to respond to negative events or feelings by purchasing more (i.e.,
compulsive buying, r(494) = .23, p <.001; Faber and O’Guinn 1992), greater importance
ascribed to the ownership and acquisition of material goods (i.e., materialism, r(494) = .24, p <
.001; Richins 2004), and lower endorsement of minimalism values (i.e., consumer minimalism,
r(494) = -.22, p <.001; Wilson and Bellezza 2022). These results provide evidence for
convergent validity of the quality-quantity tradeoffs scale.

We have suggested that quality-quantity tradeoffs are conceptually distinct from price-
quality tradeoffs, as they represent distinct consumption goals—i.e., minimizing the price per unit
given a certain level of quality (price-quality tradeoffs) versus maximizing quantity purchased for
a given level of quality (quality-quantity tradeoffs). Two results support this proposition. First,
the extent to which consumers use price as a cue to infer quality (i.e., price-quality schema,
Lichtenstein, Ridgway, and Netemeyer 1993) was unrelated to quality-quantity preferences
(r(494) = .04, p = .339), suggesting that quality-quantity preferences do not stem from the belief
that higher prices imply higher quality. Second, preference for quantity over quality (vs. quality
over quantity) was associated with lower concern about paying low prices (i.e., value
consciousness, r(494) = -.12, p = .010; Lichtenstein, Netemeyer, and Burton 1990), indicating

that preference for quantity over quality does not translate to preference for lower prices, even
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though purchasing greater quantity at the expense of lower quality will result in a lower price per
unit. That is, consumers who prefer quantity over quality will pay a lower price per unit simply as
a byproduct of their preference for buying more, rather than an inherent preference for lower
prices. Taken together, these results indicate that maximizing purchase quantity and minimizing
price per unit represent distinct goals and that quality-quantity tradeoffs are empirically distinct
from price-quality tradeoffs.

Consumers who preferred quantity over quality exhibited weaker orientation toward
saving (i.e., personal saving orientation, Dholakia et al. 2016, r(497) = -.09, p = .048). Moreover,
preferences for quantity over quality were associated with lower propensity to experience pain of
paying (i.e., spendthrift-tightwad scale, r(494) = .11, p = .017; Rick, Cryder, and Loewenstein
2008) and weaker tendency to restrain consumption to achieve long-term goals (i.e., frugality,
r(494) = -.16, p < .001; Lastovicka et al. 1999). Given that experiencing lower pain of paying is
associated with overspending (Choe and Kan 2021)and that frugality is associated with making
fewer unplanned purchases (Kurt, Inman, and Gino 2018), these results suggest that preference
for quantity over quality may be associated with greater overall spending. We directly tested this
proposition in studies 4A-4C.

Netemeyer and colleagues (2018) conceptualize financial well-being as two distinct
dimensions: the stress related to the management of money in the present (‘current money
management stress’) and expectations for one’s financial future (‘expected future financial
security’). In our data, quality-quantity preferences were associated with these two dimensions of
financial well-being, such that consumers who preferred quantity over quality experienced more
stress in managing money in the present (r = -0.23, p <.001) and had worse expectations for their

financial future (r = -.12, p = .007).
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We tested the discriminant validity of the quality-quantity tradeoffs scale by comparing
competing CFA models. Specifically, for each target construct we measured, we estimated two
CFA models: a two-factor model in which the items measuring the target construct loaded onto
one factor and the items of the quality-quantity tradeoffs scale loaded onto a separate factor, and a
one-factor model with all items loading onto the same factor. We then compared the fit of the two
models with a Likelihood Ratio test. For each of the 23 target constructs we measured, the two-
factor model fit the data significantly better than the one-factor model. These results provide
strong evidence for the discriminant validity of the quality-quantity tradeoffs scale and suggest
that quality-quantity preferences are a unique construct that is not captured by the other constructs

we measured.

3.7 Study 3A: Choice of Higher-Quality or Higher-Quantity Purchases
Studies 1 and 2A-2D developed and validated the quality-quantity tradeoffs scale to
measure quality-quantity preferences in consumption and demonstrated that this individual
difference is not captured by several related existing constructs. In study 3A, we examined the
scale’s face validity by testing whether it predicts choice of higher-quality and higher-quantity

purchases across various categories.

3.7.1 Participants and Procedure

We pre-registered this study using AsPredicted (#59219). We planned to recruit 500
participants, and 505 people completed the study on MTurk. We excluded four participants who
did not finish the survey and 38 who failed an attention check, leaving a final sample of 463
people (57.9% female, Mage = 39.79, SD = 14.12).

Each participant read 10 scenarios, which were designed to cover a range of purchase

categories (cheap and expensive, hedonic and utilitarian, material and experiential). In each
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scenario, participants were asked to imagine that they had a budget for a purchase (e.g., a $1,500
budget to buy new suits for work) and that they were choosing between two options: a higher-
quality, lower-quantity purchase (e.g., 2 suits from a higher-quality brand) and a lower-quality,
higher-quantity purchase (e.g., 4 suits from a lower-quality brand). Participants indicated their
preference between the two purchases on a seven-point scale. Each scenario was presented on a
separate screen, and the order of the scenarios was randomized across participants. To reduce
demand effects, we included four filler scenarios in which participants chose between purchases
that did not trade off quality and quantity. These four filler scenarios were presented randomly
among the 10 focal scenarios.

After completing the 10 focal scenarios and the four filler scenarios, participants
completed a scenario that served as an attention check. In this attention check, they indicated their
preference between two options, where one option dominated the other. As pre-registered, we
excluded 38 participants who either indicated that they were indifferent or that they preferred the
dominated alternative. Finally, participants completed the quality-quantity tradeoffs scale (o =

.94) and provided demographic information.

3.7.2 Results and Discussion

We analyzed the data with a multilevel model treating participants and stimuli (i.e.,
scenarios) as crossed random factors (Judd, Westfall, and Kenny 2012), with participants’ scores
on the quality-quantity tradeoffs scale predicting choice of higher-quality versus higher-quantity
purchases. The scale significantly predicted choice across scenarios (b = 0.52, SE =0.03, p <
.001), such that participants who indicated greater preference for quantity over quality on the
quality-quantity tradeoffs scale were more likely to choose higher-quantity (vs. higher-quality)
purchases than were participants who indicated greater preference for quality over quantity on the

scale.
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Study 3A demonstrated that the quality-quantity tradeoffs scale predicts choice of higher-
quality versus higher-quantity purchases across a wide range of consumption categories, thus
providing initial evidence for the face validity of the scale. We designed study 3B to conceptually
replicate and extend this finding.

3.8 Study 3B: Willingness to Pay for Higher-Quality and Higher-Quantity
Purchases

Study 3B further probed the face validity of the quality-quantity tradeoffs scale, building
on study 3A in three ways. First, prior research has shown that consumers may report diverging
preferences across different preference elicitation methods ( e.g., choice vs. willingness to pay;
O’Donnell and Evers 2019). Thus, rather than measuring participants’ choices, in study 3B we
captured consumers’ willingness to pay for higher-quality and higher-quantity purchases. Second,
it is possible that the correlation between the quality-quantity tradeoffs scale and participants’
choice of higher-quality or higher-quantity purchases in study 3A was inflated due to common
method bias, given that both were measured with multiple choice items (Podsakoff, MacKenzie,
and Podsakoff 2012). Thus, in study 3B we elicited willingness to pay using an open-ended
response format. Finally, even in the absence of bias, the extent to which preferences translate to
willingness to pay is unclear (Shaddy and Shah 2018). Given that understanding willingness to
pay is important beyond the assessment of preferences (e.g., pricing decisions), study 3B
provided additional insights about the ability of the quality-quantity tradeoffs scale to predict an

outcome inherently relevant to marketers.

3.8.1 Participants and Procedure
We pre-registered this study using AsPredicted (#63842). We planned to recruit 500
American participants, and 513 people signed up for the study on Prolific Academic. We

excluded one participant who did not finish the survey and 43 who failed the same attention
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check used in study 3A, leaving a sample of 469 people (51.2% female, Mage = 36.99, SD =
13.43).

Study 3B adopted a similar procedure to study 3A. Specifically, participants read the
same 10 scenarios used in study 3A. While in study 3A they indicated their preference between
the two purchases in each scenario on a scale, in study 3B participants indicated their willingness
to pay for each of the two purchases in each scenario using an open-ended response format. To
reduce demand effects, we include the same four filler scenarios used in study 3A. Finally,
participants completed the same attention check used in study 3A, the quality-quantity tradeoffs

scale (a =.92), and provided demographic information.

3.8.2 Results and Discussion

Because participants indicated their willingness to pay for two purchases in each of the
10 focal scenarios, we had 20 willingness to pay measurements per participant. We transformed
this variable as specified in our pre-registration. First, for each scenario, we calculated the
difference in willingness to pay for the higher-quantity purchase and the higher-quality purchase,
with positive scores indicating greater willingness to pay for the higher-quantity purchase. This
yielded a direct measure of how much participants were willing to pay for the higher-quantity
purchase relative to the higher-quality purchase in each scenario. Second, to remove outliers, we
winsorized this difference score at the 5th and 95th percentiles within each scenario. Third, to
make this variable comparable across scenarios, we standardized it within each scenario. The
resulting variable ranged from -2.81 to 2.54 and, by construction, had mean of zero and standard
deviation of one.

As in study 3A, and as indicated in our pre-registration, we modeled the data with a
multilevel model treating participants and stimuli (i.e., scenarios) as crossed random factors, with

participants’ scores on the quality-quantity tradeoffs scale predicting the standardized difference
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in willingness to pay. We estimated the model with restricted maximum likelihood (REML). The
scale significantly predicted consumers’ willingness to pay (b = 0.08, SE = 0.02, p < .001).
Specifically, consumers with greater preference for quantity over quality were willing to pay
more for the higher-quantity than for the higher-quality purchase within each scenario than were
consumers with greater preference for quality over quantity. See the web appendix for the results
in each scenario separately.

Study 3B provided additional evidence for the face validity of the quality-quantity
tradeoffs scale by demonstrating that it predicts willingness to pay for higher-quality and higher
guantity purchases across a wide range of purchase categories. Taken together, studies 3A-3B
demonstrate the face validity of the quality-quantity tradeoffs scale. Having demonstrated the
scale’s face validity, studies 4A-C and 5 examine important downstream consequences of quality-
quantity preferences for consumers’ finances: spending, borrowing, and debt.

3.9 Study 4A: Preference for Quantity Over Quality Predicts Greater
Spending

Thus far, we have developed and validated the ‘quality-quantity tradeoffs’ scale to
measure quality-quantity preferences in consumption, showed that this individual difference is
not captured by existing constructs, and demonstrated the scale’s face validity with respect to
targets that vary on the dimensions of quality and quantity. In study 4A, we examined a potential
consequence of quality-quantity preferences that is not directly related to one’s inherent
preferences for either attribute: consumer spending. Given that both higher-quality and higher-
guantity purchases are associated with higher prices, it is unclear whether and how quality-
guantity preferences are associated with spending. Study 4A provided an initial test of whether

and how quality-quantity preferences predict consumer spending.
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3.9.1 Participants and Procedure

An a-priori power analysis indicated that a sample of 856 participants was needed for us
to have 95% power to identify an effect of 2 = .015. We thus planned to recruit 1,000
participants, and 1,012 people completed the survey on MTurk. We pre-registered this study
using AsPredicted (#106934). We excluded seven participants who did not finish the survey, one
participant who completed the survey twice (two observations), and 18 who failed the same
attention check used in studies 1 and 2A-2D, leaving a sample of 985 participants (53.2% female,
Mage = 41.03, SD = 12.31).

Participants first completed the quality-quantity tradeoffs scale (o = .96) and then
participated in an incentive-compatible shopping simulation task. In this simulation, participants
had $320 in their wallets. On each of the next 14 screens, participants saw a purchase (one per
screen). To increase the simulation’s generalizability and realism, we selected real purchases
from Amazon.com from pre-determined categories. Specifically, within each category, we
selected the best-selling purchase that fit the following four criteria: (1) price between $10 and
$50, (2) not gendered (e.g., not makeup), (3) purchases for which usage does not depend on
having another product (e.g., not a phone case made specifically for iPhone), and (4) purchases
that are not necessarily meant to be bought for others (e.g., not products for kids). On each screen,
participants saw the name of the purchase, an image illustrating it (from Amazon.com), and the
price of the purchase at the time of the study. For each purchase, participants made a binary
decision (buy or do not buy). If participants decided to buy a purchase, the price of the purchase
was deducted from their budget. At the top of the screen, they saw how much money they had left
out of their initial $320 budget. To ensure that participants made choices that represented their
actual preferences and behavior, this simulation was incentive compatible. Specifically, we told

participants that we would randomly select one participant and one of the 14 purchases in the
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simulation. If the selected participant chose to buy the selected purchase, he or she received it. If
the selected participant chose not to buy the purchase, he or she received a monetary bonus
equivalent to half the purchase’s price.

After the shopping simulation task, participants completed the same attention check used

in studies 1 and 2A-2D and provided demographic information.

3.9.2 Results and Discussion

On average, participants spent $81.68 (SD = 63.30, range: $0 — $313) in the shopping
simulation task, and 87.5% bought at least one purchase. As indicated in our pre-registration, we
regressed the total amount spent on participants’ scores on the quality-quantity tradeoffs scale.
Quality-quantity preferences were significantly associated with spending (b =9.13, SE = 1.44,
t(983) = 6.35, p < .001). Specifically, participants who preferred quantity over quality (1 SD
above the mean) spent more (y:1sp = $94.24) than did participants who preferred quality over
quantity (1 SD below the mean, y.1sp = $69.11). Put differently, participants who preferred
quality over quantity spent 21.6% of their budget while those who preferred quantity over quality
spent 29.5%. These results do not change if we control for all the covariates we collected in this
study (age, gender, income, education, and ethnicity, b = 8.95, SE = 1.46, t(978) =6.12, p <
.001), use the log of spending (b = 0.15, SE = 0.04, t(983) = 4.13, p < .001), or winsorize
spending at the 95th percentile (b = 7.76, SE = 1.34, t(983) =5.77, p < .001).

In sum, study 4A provides initial evidence that preference for quantity over quality is
associated with greater overall spending. We designed study 4B to conceptually replicate and

extend these findings.

61



3.10 Study 4B: Preference for Quantity Over Quality Predicts Greater
Allocation Toward Spending

Study 4B further probed the association between quality-quantity preferences and
spending. While study 4A examined monetary outlays across various purchases, study 4B
examined monetary allocations to various budget categories (e.g., spending on wants, spending
on needs, saving, paying off debt). In doing so, study 4B built on study 4A in three ways. First,
study 4B examined the association between quality-quantity preferences and spending at an
earlier stage of the decision-making process (budgeting rather than purchasing), thus providing
further insights about the association between preference for quantity over quality and spending.
Second, while study 4A demonstrated that quality-quantity preferences predicted spending across
a fixed set of purchases, study 4B examined the association between quality-quantity preferences
and spending in general, thereby addressing the possibility that the relationship between
preference for quantity over quality and spending is a function of the stimuli used in study 4A.
Finally, in study 4B we asked participants about their allocation toward spending on “wants” and
on “needs” separately, thereby directly examining whether quality-quantity preferences have

differential effects on discretionary and nondiscretionary spending.

3.10.1 Participants and Procedure

As in study 4A, we aimed to recruit 1,000 participants, and 1,018 completed the survey
on MTurk. We pre-registered this study using AsPredicted (#79169). We excluded 18 participants
who did not finish the survey and another 17 participants who failed the same attention check
used in studies 1, 2A-2D, and 4A, leaving a sample of 983 participants (59.2% female, Mage =
38.58, SD =12.07).

Participants first completed the quality-quantity tradeoffs scale and then completed a

windfall allocation task adapted from Kappes, Gladstone, and Hershfield (2021). In the task,
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participants imagined receiving a $20,000 windfall and indicated how much of this windfall they
would allocate to each of the following categories: 1) “buy things I want”, 2) “buy things I need”,
3) “give to charity or church organizations”, 4) “give or lend to friends and relatives”, 5) “invest
or put in savings”, 6) “pay off debts”, 7) “travel”, and 8) “other”. Finally, participants completed
the same attention check used in studies 1, 2A-2D, and 4A and provided demographic

information.

3.10.2 Results and Discussion

We were primarily interested in how much participants allocated to four categories: (A)
“buy things [ want”, (B) “buy things I need”, (C) “invest or put in savings”, and (D) “pay off
debts”. For each of these categories, we estimated a linear regression with the amount allocated to
the category as the dependent variable and the quality-quantity tradeoffs scale as the main
independent variable, controlling for age, gender, education, and income. For completeness,
below we report the results with and without covariates.

Quality-quantity preferences were significantly associated with the amount participants
allocated to spending on wants (with covariates: b = 157.35, SE = 50.16, t(977) = 3.14, p = .002;
without covariates: b = 171.59, SE = 50.22, t(981) = 3.42, p = .001) and on needs (with
covariates: b = 287.28, SE = 94.40, t(977) = 3.04, p = .002; without covariates: b = 340.54, SE =
94.59, 1(981) = 3.60, p < .001). Specifically, participants with greater preference for quantity over
quality (1 SD above the mean) allocated $387.07 and $706.70 more to buying wants and needs,
respectively, than did participants with greater preference for quality over quantity (1 SD below
the mean).

Quality-quantity preferences were not associated with the amount participants allocated
to investing or saving (with covariates: b =-222.87, SE = 137.00, t(977) = -1.63, p = .104,

without covariates: b = -232.34, SE = 135.90, t(981) =-1.71, p = .088)
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Quality-quantity preferences were not associated with the amount participants allocated
toward paying off debt (with covariates: b = -217.68, SE = 140.81, t(977) = -1.55, p = .122;
without covariates: b = -256.54, SE = 140.62, t(981) = -1.82, p = .068).

Study 4B demonstrates that consumers who preferred quantity over quality allocated
more money toward spending both on wants and on needs than did consumers who preferred
quality over quantity, over and above differences in income and other demographics. These
results demonstrate that quality-quantity preferences are associated with consumer spending at an
earlier stage of the consumer decision-making process (budgeting instead of purchasing).
Together, studies 4A-4B demonstrate that quality-quantity preferences are associated with greater
spending along different stages of the consumer journey. In study 4C, we further examined the
association between quality-quantity preferences and spending and probed whether increased
spending resulting from preferring quantity over quality (vs. quality over quantity) may be
suboptimal for consumers.

3.11 Study 4C: Longitudinal Variation in Quality-Quantity Preferences
and Spending

Studies 4A-4B demonstrated that consumers who preferred quantity over quality spent
more money (4A) and allocated more money toward spending (4B) than consumers who
preferred quality over quantity. Study 4C conceptually replicated and built on these findings in
two ways. First, it uses a longitudinal design to probe whether preference for quantity over
quality causes greater spending, examining variation in quality-quantity preferences and spending
over time. Second, given that recommended levels of spending are often defined with respect to
one’s monetary inflows, in study 4C we examined spending relative to one’s income, thus
assessing whether preference for quantity over quality results in potentially-suboptimal levels of
spending.
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3.11.1 Participants and Procedure

Study 4C adopted a two-wave longitudinal design. We aimed to recruit 1,200 participants
in wave 1, and 1,199 completed the survey on Prolific Academic (49.2% female, Mage = 34.74,
SD =11.21). We contacted the same participants four weeks later to complete a follow-up
survey. Six hundred eighty-five participants completed the wave 2 survey. We excluded 15
participants who failed the same attention check used in studies 1, 2A-2D, and 4A-4B, leaving a
final sample of 670 participants (48.5% female, Mage = 35.91, SD = 11.50).

In the wave 1 survey, participants first completed the quality-quantity tradeoffs scale (a =
.94). Next, they completed a measure of their spending relative to their income in the past month
(“In the past month, did you spend more or less than your income in the same period? In the past
month, I spent...1 = much less than my income, 4 = about the same as my income, 7 = much
more than my income”). Finally, they completed the same attention check used in studies 1, 2A-
2D, and 4A-4B and provided demographic information. Four weeks later, we contacted the same
participants to complete a follow-up survey. In this follow-up survey, they completed the quality-
quantity tradeoffs scale (o = .95), the same measure of spending relative to income, and the same

attention check used in the wave 1 survey.

3.11.2 Results and Discussion

To examine the relationship between quality-quantity preferences and spending relative
to income over time, we estimated an autoregressive cross-lagged panel model with participants’
scores in the quality-quantity tradeoffs scale and their spending relative to income in times 1 and
2. For completeness, we report the key results with and without the demographic covariates we

collected (age, gender, education, ethnicity, and income).
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The autoregressive parameters of quality-quantity preferences (b = 0.66, SE = .03, p <
.001) and spending relative to income (b = 0.52, SE = .03, p < .001) were significant, indicating
that these variables were stable between times 1 and 2. There was a marginally significant
relationship between quality-quantity preferences at time 1 and spending relative to income in
time 2 (with covariates: b = 0.07, SE = .04, p = .061; without covariates: b = 0.07, SE= .04, p =
.080). Specifically, participants who preferred quantity over quality in time 1 (1 SD above the
mean) reported greater spending relative to their income in time 2 (y.1sp = 3.50) than did
participants who preferred quality over quantity in time 1 (1 SD below the mean, y:1sp = 3.32). In
contrast, spending relative to income in time 1 did not predict quality-quantity preferences in time
2 (with covariates: b =0.02, SE = .03, p = .467; without covariates: b = 0.03, SE =.02, p = .208).

In sum, the results of study 4C indicate that preference for quantity over quality leads to
greater spending relative to one’s monetary inflows. Given that consumers tend to overspend and
save too little (OECD 2022; Pew Research Center 2022; CNBC 2021), spending a greater portion
of one’s income is likely suboptimal for most consumers. Thus, these results suggest that
preference for quantity over quality may be detrimental for consumers. We return to this point in
the general discussion.
3.12 Study 5: Preference for Quantity Over Quality Predicts Greater
Borrowing and Debt

Study 5 investigated two other potential consequences of quality-quantity preferences:
consumer borrowing and debt. To do so, we obtained proprietary data from the Federal Reserve
Bank of Philadelphia’s Consumer Finance Institute (CFI). The CFI, a unit within the Federal
Reserve Bank of Philadelphia, began conducting a national survey of consumers to investigate
financial health during the global pandemic. This survey, called the COVID-19 Survey of

Consumers, ran in 13 waves in total. In waves 12 and 13, conducted in April and July 2022,
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respectively, the Consumer Finance Institute included a subset of the quality-quantity tradeoffs
scale, as well as questions regarding consumer borrowing and debt. Using these data, we
examined whether quality-quantity preferences predicted consumers’ borrowing and debt levels.
Since we observed that preference for quantity over quality is associated with greater spending
(studies 4A-4C), and debt facilitates greater spending, we expected preference for quantity over

quality to be associated with greater propensity to borrow and more debt.

3.12.1 Participants and Procedure

We obtained the data from the Federal Reserve Bank of Philadelphia’s CFI. The datasets
included responses from a representative sample of 8,850 (wave 12; 55.1% female, Median age:
36 — 45 years old) and 4,628 (wave 13; 53.2% female, Median age: 46-55 years old) US
residents. For questions asked in the two waves, we analyze all unique responses from the two
samples collapsed (N = 11,323).

The CFI created and distributed an online survey to U.S. participants asking a range of
questions related to how COVID-19 was affecting their lives. Among these questions were four
items from the quality-quantity tradeoffs scale (items 1-4 in Table 1, o =.91). The survey
contained only a subset of the items from the quality-quantity tradeoffs scale due to survey length
constraints. Pertinent to our investigation, the survey also included demographic information and
several measures pertaining to borrowing and debt.

Participants reported whether they borrowed more, in general, during the Covid-19
pandemic (1 = yes, 0 = no) and whether they borrowed more from friends and family, in
particular, during the pandemic (1 = yes, 0 = no). Participants also indicated whether they
intended to apply for a mortgage (1 = yes, 0 = no) and a non-mortgage loan or credit product (1 =
yes, 0 = no) within the next three months. These two items served as our measures of consumers’

propensity to borrow. As measures of consumer debt, we observed whether participants had an
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undergraduate or graduate student loan (1 = yes, 0 = no) and the amount they owed in their
student loan, if any. In addition, participants indicated how the total amount they owed in loans
and credit card debt (excluding mortgages and other real estate debt) changed in the previous
month as compared to the same amount 12 months before (1 = | owe more than | did 12 months
ago, 2 = | owe about the same amount, 3 = | owe less than | did 12 months ago, 4 = | don’t have

any debt).

3.12.2 Results and Discussion

We were interested in whether the quality-quantity tradeoffs scale predicted consumer
debt and borrowing. In all analyses reported below, we included survey weights and controlled
for demographic information (age, gender, education, ethnicity, marital status), income, state
fixed effects, location of primary residence (rural vs. urban vs. suburban), living situation (e.g.,
own a home, rent), and employment situation (employed vs. unemployed). For questions that
were collected in both waves, we included a dummy indicator for wave (1 = wave 13). For
completeness, we report the results with and without these covariates.

We examined whether the quality-quantity tradeoffs scale predicted borrowing during the
pandemic using logistic regressions. As compared to those with greater preference for quality
over quantity (1 SD below the mean), participants with greater preference for quantity over
guality (1 SD above the mean) were more likely to borrow in general (16.6% vs. 11.1%, with
covariates: OR = 1.16, SE = .03, p <.001; without covariates: OR = 1.27, SE = .04, p <.001),
and from family and friends in particular (19.2% vs. 11.5%, with covariates: OR = 1.23, SE = .04,
p < .001; without covariates: OR = 1.30, SE = .05, p <.001) during the pandemic.

We examined the association between the quality-quantity tradeoffs scale and propensity
to borrow in the near future using logistic regressions. Participants with greater preference for

guantity over quality (1 SD above the mean) were more likely than those with greater preference
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for quality over quantity (1 SD below the mean) to apply for a mortgage (20.9% vs. 8.2%, with
covariates: OR = 1.52, SE = .05, p <.001; without covariates: OR = 1.92, SE = .10, p <.001) and
a non-mortgage loan or credit product (14.9% vs. 9.8%, with covariates: OR =1.17, SE = .02, p <
.001; without covariates: OR = 1.32, SE = .03, p < .001) within the next three months.

We examined whether the quality-quantity tradeoffs scale predicted consumers’
probability of having a student loan using a logistic regression. Participants with greater
preference for quantity over quality (1 SD above the mean) were more likely than participants
with greater preference for quality over quantity (1 SD below the mean) to have a student loan
(32.4% vs. 15.5%, with covariates: OR = 1.45, SE = .07, p <.001; without covariates: OR = 1.66,
SE = .11, p <.001).

We also examined the amount participants owed in student loans among participants who
reported having a student loan (n = 2,813). Because this variable was right-skewed (M =
43,071.2, SD = 34,087.9, Median = 35,000, range: $5,000 - $160,000), we winsorized it at the
95th percentile. A linear regression showed that quality-quantity preferences were associated with
the amount participants owed in student loans (with covariates: b = 1651.4, SE = 485.19, p =
.001; without covariates: b = 2120.4, SE = 556.5, p <.001). Specifically, among participants who
indicated having a student loan, those with greater preference for quantity over quality (1 SD
above the mean) owed a higher amount in student loans (y+1sp = 42,643) than did those with
greater preference for quality over quantity (1 SD below the mean; y.1sp = 37,519).

We examined how the total amount participants owed in non-real estate loans and credit
card debt in the previous month changed as compared to 12 months before using a multinomial
logistic regression. Quality-quantity preferences were a significant predictor in the model (F(3,
30) = 12.41, p < .001). Specifically, participants with greater preference for quantity over quality

(1 SD above the mean) were more likely to indicate that they owed more last month as compared
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to 12 months ago (25.8%) than were participants with greater preference for quality over quantity
(1 SD below the mean; 12.8%, b = 0.04, SE = .01, p <.001). In contrast, participant with greater
preference for quality over quantity were more likely to indicate that they owed less last month as
compared to 12 months ago (18.7%) than were participants with greater preference for quantity
over quality (11.8%, b =-0.02, SE = .00, p <.001). Furthermore, participants with greater
preference for quality over quantity were more likely to indicate that they do not have any debt
(39.4%) than were participants with greater preference for quantity over quality (30.5%, b = -
0.03, SE = .01, p = .001). Finally, participants who preferred quantity over quality were as likely
to indicate that they owed the same amount last month as they did 12 months before compared
with participants who preferred quality over quantity (28.8% vs. 31.8%, b =0.01, SE=.01,p =
.160).

Study 5 examined the association between quality-quantity preferences and consumer
borrowing and debt levels using two large, representative datasets of US consumers collected by
the Federal Reserve Bank. Overall, consumers who preferred quantity over quality were more
prone to borrow and had more debt than consumers who preferred quality over quantity.
Specifically, as compared to those who preferred quality over quantity, consumers who preferred
guantity over quality were more likely to borrow during the Covid-19 pandemic, had greater
intentions to borrow in the near future, were more likely to borrow for education, had more
student loan debt, and were more likely to owe more money in the past month than they did 12
months before. These effects were robust to controlling for income and other demographic
factors such as age, gender, ethnicity, and education. Taken together, studies 4A-4C and 5
demonstrate that greater preference for quantity over quality are associated with greater spending,

higher propensity to borrow, and more debt.
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3.13 General Discussion

Tradeoffs between quality and quantity permeate consumer decision-making and are
ubiquitous along the income spectrum. However, only recently have researchers begun to
examine quality-quantity tradeoffs in consumption (Liu and Baskin 2021; J. J. Sun, Bellezza, and
Paharia 2021). The current manuscript introduces quality-quantity preferences as an individual
difference and develops and validates the ‘quality-quantity tradeoffs’ scale to measure it. Our data
reveal three main findings. First, consumers are consistent in their choices of higher-quality or
higher-quantity purchases. That is, across various purchase categories, some consumers
systematically prefer quantity over quality and others systematically prefer quality over quantity.
Second, this consistency constitutes a novel individual difference that is not captured by existing
constructs, indicating that quality-quantity preferences are a novel facet of consumer decision-
making. Finally, inclinations toward quality or quantity are consequential, predicting several
financial outcomes for consumers. By introducing quality-quantity preferences as an individual
difference and developing a scale to measure it, the current work draws attention to a new and
meaningful input into consumer decision-making and lays the foundation for future research
aimed at understanding the causes and consequences of consumers’ dispositions toward quality or

quantity.

3.13.1 Theoretical and Practical Contributions

The current work offers three main theoretical contributions to marketing scholarship.
First, we introduce quality-quantity preferences as a new construct in consumer decision-making.
Specifically, we show that consumers make consistent choices for higher-quality or higher-
guantity purchases across purchase categories, and that this consistency in choice stems from an

inherent, general preference for quality over quantity or quantity over quality in consumption.
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Furthermore, we develop and validate a scale to measure this individual difference and
demonstrate that it is not captured by existing related constructs.

Second, our findings advance the literature on quality and quantity in consumption. Most
work in this area has examined purchase quality (Mead and Williams 2022; W. Zhang and Kalra
2014; Heath and Chatterjee 1995) and purchase quantity (S. Zhang, Sussman, and Hsee 2021;
Manning and Sprott 2007; Wertenbroch 1998; Nowlis, Dhar, and Simonson 2010) independently
of each other. The select research that has examined quality-quantity tradeoffs has focused on
contextual and circumstantial factors that determine preference for quality or quantity (Liu and
Baskin 2021; J. J. Sun, Bellezza, and Paharia 2021). The current manuscript contributes to this
body of work by showing that choices of higher-quality or higher-quantity purchases are
fundamentally driven by consumers’ inherent preference for either attribute, over above
contextual and circumstantial factors, and that quality-quantity preferences constitute a unique
individual difference. Furthermore, by showing that preferences for quantity over quality are
associated with various financial outcomes for consumers, the current work provides an initial
step toward understanding the consequences of quality-quantity preferences in consumption.

Finally, the current work contributes to the broader literature on consumer finances and
financial decision-making. Curbing spending is arguably one of the main challenges faced by
U.S. consumers. For example, among all countries in the OECD, the United States currently
ranks third in household spending as a proportion of GDP (OECD 2022). Indeed, perhaps due to
excessive spending, 72% of U.S. adults say that ‘saving for the future’ is harder for younger
adults today than it was for their parents’ generation (Pew Research Center 2022), and 36%
believe they will never have enough money for retirement (CNBC 2021). Given the challenges
associated with overspending, in recent years consumer researchers have examined several

factors that affect consumer spending and debt (Kappes, Gladstone, and Hershfield 2021; Kettle
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et al. 2016; Lukas and Howard 2022; Dholakia et al. 2016; Tully and Sharma 2018; Sakaguchi et
al. 2022; De La Rosa and Tully 2022; Choe and Kan 2021). The current manuscript contributes to
this body of work by demonstrating the role of quality-quantity preferences as a novel
dispositional factor that drives consumer spending, debt, and borrowing. Specifically, our data
showed that consumers who preferred quantity over quality spent more money, allocated more
money toward spending, spent a higher portion of their income, were more likely to borrow in the
near future, incurred more debt during the Covid-19 pandemic, and had more debt than
consumers who preferred quality over quantity, over and above differences in income and other
demographic factors. These results suggest that preference for quantity over quality leads to
greater monetary outlays, if not suboptimal spending outcomes. Hence, the current work
underscores the importance of dispositions toward quality or quantity as a driver of meaningful
financial outcomes for consumers.

The current manuscript also has practical implications for marketers. First, our work
offers a tractable new criterion for customer segmentation and targeting. While market
segmentation is commonly based on demographic (e.g., age) and geographic (e.g., state) factors,
our data suggest that quality-quantity preferences may be a useful and sometimes more effective
segmentation criterion for marketers interested in how much consumers spend (studies 4A-4C)
and which purchases they spend on (studies 3A-3B). With respect to targeting, our results offer
insights for marketing managers who are interested in using quantity promotions (e.g., “buy 5 get
50% oft™) to increase sales. Our data suggest that quality-quantity preferences are a key predictor
of the effectiveness of quantity promotions among different consumers. Specifically, while
consumers are generally more likely to buy an item that is offered with a quantity promotion, this
effect is stronger among those who prefer quantity over quality, as compared with those who

prefer quality over quantity, even when the total price of the purchase is held constant. These
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results indicate that the quality-quantity tradeoffs scale can be an effective tool for marketers to
decide which promotions to offer to different consumers. Indeed, in our data, quality-quantity
preferences predicted the effectiveness of quantity promotions 9.6 times better than did income, a
common demographic basis of segmentation. By providing a brief and internally valid scale to
measure these preferences, the current work offers marketers a new tool to improve marketing
strategies and tactics.

In addition, our work offers insights for policymakers interested in consumers’ financial
decisions and well-being. Our data have shown that preference for quantity over quality is
associated with greater consumer spending, borrowing, and debt. These results suggest that
preferring quantity over quality may hamper consumer well-being. Thus, policymakers interested
in enhancing consumer welfare by improving consumers’ financial outcomes may benefit from
understanding and measuring consumers’ disposition toward quality or quantity. Indeed,
incorporating quality-quantity preferences into analyses of consumer finances may increase
policymakers’ ability to predict consumers’ financial outcomes. For example, in the data obtained
from the Federal Reserve (study 5), quality-quantity preferences had non-trivial effects on several
of the measures of borrowing and debt collected, often being a stronger predictor than
demographic factors typically used to predict consumer debt. For example, while moving from 1
SD below to 1 SD above the quality-quantity tradeoffs scale was associated with a 5.4 percentage
point increase in the likelihood of borrowing more during the pandemic and a 5.1 percentage
point increase in the likelihood of applying for a non-mortgage loan in the near future, moving
from 1 SD below to 1 SD above the distribution of income was associated with only a 1.9 and a
1.0 percentage point decrease in these two outcomes, respectively. These results indicate that
understanding consumers’ quality-quantity preferences may equip policymakers to better help

consumers overcome their financial hurdles.
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3.13.2 Future Research Directions

The current manuscript offers multiple avenues for future research. First, future research
may investigate additional consequences of quality-quantity preferences. While we have shown
that preference for quantity over quality increases consumer spending, borrowing, and debt,
quality-quantity preferences may shape other aspects of consumer decision-making. For example,
consumers who prefer quantity over quality may differ systematically from consumers who prefer
quality over quantity with respect to the types of purchases they make (e.g., material vs.
experiential, planned vs. unplanned, common vs. rare, new vs. used), where they shop (e.g., in
person vs. online, national vs. locally-owned stores), and how often they purchase. We believe
that investigating these potential differences is an important topic for future research, as it may
help uncover the psychological mechanisms underlying the effect of quality-quantity preferences
on consumers’ financial outcomes.

Second, while we have focused on individual differences in quality-quantity preferences,
future research can examine additional contextual and situational factors that affect consumers’
choice of higher-quality or higher-quantity purchases. Just as personality factors fluctuate both
across and within individuals—e.g., some individuals are consistently more extroverted than
others, but the same individual may be more or less extroverted in different situations (Beck and
Jackson 2020)—consumers’ quality-quantity preferences are likely to also vary across situations
and contexts. We believe that examining the situational and contextual determinants of
consumers’ quality-quantity preferences is a promising area for future research.

In addition, the patterns of the correlations between quality-quantity preferences and the
other constructs and demographic factors we measured raise several questions for future research.
For example, in studies 2A-2D, younger (vs. older) consumers reported greater preference for

quantity over quality (vs. quality over quantity). This result suggests that consumers may shift
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their preferences toward quality over quantity as they grow older. We believe that examining the
psychological processes underlying changes in quality-quantity preferences over time is an
interesting research direction.

Relatedly, our data reveal that consumers who prefer quantity over quality are less
educated and have lower income than consumers who prefer quality over quantity (studies 2A-
2D). While the mechanisms underlying these differences are unclear, these results suggest that
lower socio-economic environments may engender greater preferences for quantity over quality.
Given that consumers in lower socio-economic environments often rely on consumption to
restore their sense of control (YYoon and Kim 2018), these findings indicate that preferring
guantity over quality may be a form of compensatory consumption. Because spending often does
not serve the compensatory function that consumers anticipate (Dias, Sharma, and Fitzsimons
2022), these results indicate that preference for quantity over quality may hamper well-being.

Indeed, in study 2B, we observed that preference for quantity over quality was associated
with lower scores on both dimensions of financial well-being (i.e., ‘current money management
stress’ and ‘expected future financial security’; Netemeyer et al. 2018) when these constructs
were measured at the same time. However, when these constructs were measured repeatedly over
time, we found that quality-quantity preferences measured in time 1 were associated with lower
‘expected future financial security’ measured in time 2 but not with ‘current money management
stress” measured in time 2. This pattern of results suggests that preferring quantity over quality
(vs. quality over quantity) may decrease consumers’ expectations for their future financial well-
being but not affect their stress in managing money in the present. These results further suggest a
bidirectional relationship between quality-quantity preferences and ‘expected future financial
security’: preference for quantity over quality led to worse expectations for one’s financial future;

lower expectations for one’s financial future, in turn, strengthened preferences for quantity over
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quality. This result is notable given that our longitudinal data were collected sixteen months apart,
suggesting that quality-quantity preferences may have long-lasting effects on consumer well-
being. More broadly, we believe that investigating the mechanisms underlying the relationship
between quality-quantity preferences and the different components of financial well-being is an
important area for future research.

In sum, quality-quantity preferences are a unique, differentiable, and stable individual
difference; they are easy to measure and predict meaningful financial outcomes for consumers.
Notably, there is a dearth of existing research on the topic and there are multiple promising
avenues for future research. We hope that the current research lays the foundation for further

work in this area.
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4. Essay 3: “Consumer Wealth and Price Expectations”

Prices have reached record-high levels in recent years (IMF 2022), and inflation—the
rate at which prices change—is one of the primary concerns for consumers across the globe
(Ipsos 2023). Interestingly, changes in prices are in part a self-fulfilling prophecy: if consumers
expect prices to rise, prices will rise (Ang, Bekaert, and Wei 2007; Bernanke 2007). Consumers’
future price expectations also influence the actions of various stakeholders in the marketplace,
including consumers (Gunadi and Evangelidis 2022; Jacobson and Obermiller 1990), firms
(Coibion, Gorodnichenko, and Ropele 2020), and policymakers (Falck, Hoffmann, and Hiirtgen
2021). Despite their substantial implications, less is known about the psychological mechanisms
that govern how consumers form expectations of future prices in the marketplace.

The current manuscript fills this gap by demonstrating that subjective wealth perceptions
systematically shape consumers’ forecasts of future prices. Given the centrality of prices to
spending decisions, and the natural interplay between consumers’ spending and their perceived
ability to spend, we focus on the role of perceived financial constraints. Across 11 studies
leveraging cross-sectional, longitudinal, and experimentally induced variation in perceived
financial constraints, as well as various measures to capture price forecasts (e.g., dollar amounts,
percentage points, descriptive scales), we find that consumers who feel more financially
constrained expect prices to be higher in the future, as compared to consumers who feel less
financially constrained. We provide evidence for this effect using multiple sources of data,
including a nine-wave longitudinal study, a multinational study in eight countries, a study with
over 250,000 consumers spanning four decades, proprietary data from the Federal Reserve, and
several experiments. We show that this effect occurs because consumers who feel more (vs. less)
financially constrained rely more on their perceptions of current prices (instead of other factors)

when forecasting future prices. Consistent with this mechanism, the effect attenuates when
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current prices seem less diagnostic of future prices and amplifies when current prices are
perceived as higher. Critically, we demonstrate that consumers’ future price expectations are a
fundamental driver of behavior, predicting spending, saving, and debt.

The current manuscript contributes to three areas of marketing scholarship. First, it
advances the literature on subjective wealth and perceived financial constraints. While existing
research has primarily focused on how perceived financial constraints directly influence
consumers’ decision-making journeys (see Hamilton et al. 2019 for a review), the current work
shows that financial constraints also shape consumers’ forecasts in the marketplace, suggesting
that the effects of financial constraints may be more far-reaching than previously thought.
Second, the current work contributes to the literature on prices, which has largely focused on how
consumers evaluate and react to current prices (see Thomas 2023 for a review). We broaden the
scope of the existing literature by drawing attention to consumers’ forecasts of future prices and
identifying a ubiquitous psychological factor that explains why consumers diverge in their
expectations of future prices. Finally, we underscore the role of future price expectations as a key
driver of consumers’ financial outcomes and decisions. Our findings show that expecting higher
future prices is associated with greater spending, lower savings, and more debt among financially
constrained consumers. In doing so, the current work advances the broader literature on consumer

finances and financial decision-making.

4.1 Subjective Wealth and Perceived Financial Constraints

Subjective wealth refers to consumers’ perceptions of their financial situation (Sharma,
Tully, and Xiang 2023). In the current work, we focus on perceived financial constraints, which
are defined as “the extent to which people believe that their financial situation restricts desired

consumption” (Tully, Hershfield, and Meyvis 2015). Importantly, extensive research has
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demonstrated that consumers’ objective financial situation is not equivalent to their perceptions of
their financial situation. While objective indicators of wealth (e.g., income, savings, debt) affect
subjective wealth perceptions, measures of objective wealth have weak-to-moderate associations
with measures of subjective wealth. For instance, in the General Social Survey, income explained
only 3.6% of the variance in financial satisfaction between 1972 and 2018 (Smith et al. 2019).
This discrepancy occurs because subjective wealth perceptions are influenced by various
contextual cues (Sussman and Shafir 2012; De La Rosa and Tully 2022; Sanchez-Rodriguez et al.
2019). Thus, not surprisingly, even those who are objectively wealthy often do not feel

financially well-off. In a survey of US millionaires, for example, 28% reported feeling financially
constrained (UBS 2013).

Given the prevalence of perceived financial constraints across the income spectrum,
many studies have examined whether and how these perceptions affect consumer behavior. This
body of work has shown that feelings of financial constraint affect every stage of the consumer
decision-making process, shaping attention (Shah, Mullainathan, and Shafir 2012), preference
(Tully, Hershfield, and Meyvis 2015; Wang and Sussman 2023), choice (Briers and Laporte
2013; Sharma, Tully, and Xiang 2023), consumption (Sharma and Alter 2012), and post-
consumption outcomes (Paley, Tully, and Sharma 2019; Dias, Sharma, and Fitzsimons 2022).
Despite burgeoning research on the effects of perceived financial constraints along the consumer
journey, less is known about how these constraints affect consumers’ expectations in the
marketplace. This gap is notable given that expectations meaningfully shape how consumers
process information, formulate judgments, and behave (Shiv, Carmon, and Ariely 2005; Roth and
Wohlfart 2020). Within the realm of expectations in the marketplace, consumers’ expectations of
future prices are arguably among the most consequential, as they shape the decisions of virtually

every stakeholder involved, including consumers (Gunadi and Evangelidis 2022; Jacobson and
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Obermiller 1990), firms (Coibion, Gorodnichenko, and Ropele 2020), and policymakers (Falck,

Hoffmann, and Hirtgen 2021).

4.2 Consumers’ Future Price Expectations

In the current research, we use the terms ‘future price expectations’ and ‘price forecasts’
interchangeably to refer to consumers’ beliefs about future prices or changes in future prices.
These beliefs can pertain to specific products, expenditure categories, or the overall economy, and
they matter because several stakeholders in the marketplace act on them. Consequently,
consumers’ expectations of future prices influence a host of important outcomes: consumers’
decisions to buy now or later (Jacobson and Obermiller 1990; Gunadi and Evangelidis 2022),
investors’ portfolio choices (Armantier et al. 2015), firms’ pricing decisions (Coibion,
Gorodnichenko, and Ropele 2020), policymakers’ decisions about monetary policy (Bernanke
2007), and actual changes in prices in the overall economy (Ang, Bekaert, and Wei 2007).

In light of their important consequences, a growing literature has identified various
factors that shape consumers’ future price expectations. Existing work has largely focused on the
role of contextual factors (Bruine de Bruin et al. 2012; Gunadi and Evangelidis 2022; D’ Acunto
et al. 2021), cognitive factors (Niu and Harvey 2022), and individual differences (Hjalmarsson
and Osterholm 2020; Corduas 2022; Bachmann et al. 2021) in shaping expectations of future
prices. Nonetheless, the psychological processes underlying the formation of consumers’ future
price expectations have received less attention. The current research addresses this gap by

investigating the role of perceived financial constraints.

4.3 The Current Research
We predict that consumers who feel more financially constrained will expect future

prices to be higher than will consumers who feel less financially constrained. We base this
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prediction on existing research showing that consumers’ forecasts of the future are “tethered” to
their assessments of the present (Critcher and Rosenzweig 2014). This body of work has shown
that individuals tend to use salient, readily available information to predict the future, and place
greater weight on factors that seem most relevant (Rosenzweig and Critcher 2014). Thus, we
expect that consumers will rely on their assessment of salient factors when forecasting future
prices.

While various factors may be salient to consumers when they forecast future prices, we
contend that one factor that will be differentially salient to more (vs. less) financially constrained
consumers is their subjective perception of current prices. This prediction is supported by prior
work showing that consumers who feel financially constrained are more likely to consider the
costs of consumption (Shah et al. 2018; Dias, Sharma, and Fitzsimons 2022). Since reliance on a
piece of information is a function of its availability in the mind (Tversky and Kahneman 1973),
we propose that consumers who feel more financially constrained rely more on their subjective
perception of current prices (instead of other factors) when forecasting future prices.

How might greater reliance on their perceptions of current prices shape financially
constrained consumers’ expectations of future prices? Existing research suggests that consumers
tend to perceive prices as expensive (Bolton, Warlop, and Alba 2003; Xia, Monroe, and Cox
2004). Whether financially constrained consumers’ greater reliance on these perceived high
prices leads to higher or lower future price expectations depends on how consumers incorporate
this information into their forecasts. Prior research suggests that individuals incorporate
information into judgments via assimilation or contrast (Bless and Schwarz 2010). An
assimilation effect occurs when individuals update their judgment in the same direction of a
salient piece of information; a contrast effect occurs when individuals update their judgment in

the opposite direction of a salient piece of information. Relevant to our theorizing, existing
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research has shown that assimilation effects emerge when a salient piece of information and the
target judgment are perceived as related (Zhu and Meyers-Levy 2009; Yang et al. 2019; Shen,
Jiang, and Adaval 2010; Wilcox, Roggeveen, and Grewal 2011). Thus, to the extent that current
prices are categorized as related to future prices, we expect current prices to be assimilated into
consumers’ forecasts of future prices. Given that consumers tend to perceive prices as expensive,
an assimilation effect suggests that financially constrained consumers’ greater reliance on their
perceptions of current prices will result in a positive association between perceived financial

constraints and future price expectations. More formally:

H1: Consumers who feel more financially constrained will expect future prices to be

higher than will consumers who feel less financially constrained.

H2: The effect of perceived financial constraints on consumers’ expectations of future
prices will be mediated by greater reliance on perceptions of current prices. Specifically,
consumers who feel more financially constrained will rely more on their perceptions of

current prices (instead of other factors) when forecasting future prices.

Our proposed mechanism suggests a few moderators. First, if consumers who feel
financially constrained expect higher future prices because they rely more on their perceptions of
current prices when forecasting future prices, the effect should be attenuated when current prices
seem less diagnostic (and hence less relevant) to the given forecast. This may occur when
consumers infer that they should not rely on current prices to forecast future prices. We test this
proposed moderator in three specific contexts: when consumers receive information highlighting

that current prices are not diagnostic of future prices, when there is greater geographical distance
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between consumers’ current location and the location for which they forecast future prices, and
when the forecast refers to a more temporally distant future. In these circumstances, we expect
consumers to infer that current prices are not a strong signal of future prices, thereby attenuating

the effect. More formally:

H3: The positive effect of perceived financial constraints on consumers’ future price
expectations will be attenuated when consumers infer (or are led to believe) that current

prices are not a relevant signal of future prices.

In addition, we propose that the effect will be amplified in circumstances in which
current prices are perceived as even higher. If consumers who feel more (vs. less) financially
constrained rely more on current prices (vs. other factors) when forecasting future prices, then the
positive effect of financial constraints on future price expectations will be stronger when the
prices upon which they rely seem even more expensive. We propose two specific instances in
which this will be the case: (a) when current prices are higher than expected, and (b) when
consumers forecast future prices in expenditure categories in which current prices are perceived

as more (vs. less) expensive. Stated more formally:

H4: The positive effect of perceived financial constraints on consumers’ future price
expectations will be stronger (weaker) in circumstances in which current prices are

perceived as higher (lower).

In the remainder of this manuscript, we report the results of 11 studies examining the

effect of perceived financial constraints on consumers’ expectations of future prices. To increase

84



the internal and external validity of our findings, we leverage multiple sources of variation in
perceived financial constraints, use various measures of expected future prices, and rely on large,
diverse samples. We begin by providing evidence for the main effect in three ways: examining
the association between perceived financial constraints and consumers’ forecasts of the future
prices of specific products (study 1A), investigating longitudinal covariation in perceived
financial constraints and consumers’ forecasts of changes in prices in the overall economy (study
1B), and experimentally inducing feelings of financial constraint and measuring consumers’
forecasts of changes in prices in various expenditure categories (study 1C).

We then provide evidence for our proposed mechanism by unobtrusively assessing
spontaneous thoughts about current prices (study 2). Studies 3A-3C show that the effect
attenuates when consumers infer (or are led to believe) that current prices are not a relevant signal
of future prices, thereby providing additional evidence for the role of reliance on perceptions of
current prices as an underlying mechanism. Specifically, we demonstrate that the effect attenuates
when consumers receive information highlighting that current prices are not diagnostic of future
prices (study 3A), when there is greater geographical distance between consumers’ current
location and the location for which they forecast future prices (study 3B), and when the price
forecast refers to a more temporally distant future (study 3C).

Next, we report two studies demonstrating that the effect amplifies in circumstances in
which current prices are perceived to be even higher. In study 4A, we analyze a dataset with a
large representative sample of US consumers collected from 1978 to 2021 and demonstrate that
the effect is stronger in times of rising inflation. By examining a period spanning four decades,
study 4A further demonstrates that this effect is robust over time, rather than emerging due to
idiosyncratic aspects of the current economic environment. In study 4B, we show that the effect is

more pronounced in categories in which current prices are perceived as more (vs. less) expensive.
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Finally, we demonstrate that beliefs about future prices are consequential. We show that higher
future price expectations are associated with greater spending and lower saving (study 5), as well
as more debt (study 6) among financially constrained consumers.

We conclude by discussing theoretical and practical implications of our findings and
outlining directions for future research.
4.4 Study 1A: Natural Variation in Financial Constraints and Forecasts of
the Future Prices of Various Products

In study 1A, we examined the association between natural variation in perceived
financial constraints and consumers’ forecasts of the future prices of various products. We
predicted that consumers who felt more financially constrained would expect future prices to be

higher than would consumers who felt less financially constrained (H1).

4.4.1 Participants and Procedure

We pre-registered this study using AsPredicted (##134446). We planned to collect data
from 500 people, and 499 UK residents signed up to participate on Prolific Academic. We
excluded four people who failed an attention check, leaving a final sample of 495 participants
(50.7% female, Mage = 35.5, SD = 12.1). This study adopted a correlational design.

Participants saw 10 products, each presented on a separate screen. They saw the name,
description, and current price of each product, and were asked to indicate what they thought each
product’s price would be in 12 months. Participants provided their forecasts using an open-ended
text box. After estimating the future prices of each of the 10 products, participants completed a 4-
item measure of perceived financial constraints (o = .87; sample item: “To what extent do you
feel financially constrained?”, 1 = not at all, 7 = very much, adapted from Dias, Sharma, and
Fitzsimons 2022), an attention check, a question assessing how well they understand what

inflation is, and provided demographic information.
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4.4.2 Results and Discussion

As indicated in our pre-registration, we applied two transformations to participants’
forecasts of future prices. First, to remove outliers, we winsorized their estimates at the 95th
percentile within each product. Second, for each participant-product pair, we calculated the
percentage change implied by the participant’s future price estimate, relative to the product’s
current price. That is, for each participant-product pair, we calculated: 100*[(estimate of future
price / current price of the product) — 1)].

We analyzed the data with a multilevel model with crossed random effects for
participants and products (Judd, Westfall, and Kenny 2012), with the implied percentage change
in the future price of each product as the dependent variable and perceived financial constraints as
the independent variable. The results revealed a significant effect of perceived financial
constraints (b = 0.65, SE = 0.28, p = .020), such that consumers who felt more financially
constrained expected a higher change in future prices (y+1sp = 10.7%) than did consumers who
felt less financially constrained (y+1sp = 9.0%).

In sum, study 1A provided initial evidence for the association between perceived
financial constraints and consumers’ future price expectations. Specifically, consumers who felt
more financially constrained expected the future prices of various products to be higher than did
consumers who felt less financially constrained.

4.5 Study 1B: Longitudinal Variation in Perceived Financial Constraints
and Future Price Expectations

Study 1B sought to disentangle the nature of the association between perceived financial
constraints and future price expectations. Do greater perceived financial constraints lead to higher

future price expectations, or do higher future price expectations result in greater feelings of
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financial constraint? To examine this question, we investigated how these constructs covary over
time. Moreover, study 1B examined whether the effect generalizes to estimates of future changes

in prices in the overall economy (instead of estimates pertaining to specific products).

4.5.1 Participants and Procedure

Study 1B adopted a nine-wave longitudinal design. We aimed to recruit 1,200 people in
wave 1, and 1,211 UK residents signed up to participate on Prolific Academic. We contacted
these same participants in each of the eight subsequent months to complete waves 2-9 of the
survey. We excluded 41 participants who failed at least one attention check across all surveys,
leaving a final sample of 1,170 participants who completed at least one wave of the study (50.0%
female, Mage = 42.3, SD = 13.8). On average, participants completed 5.3 waves of the survey
(Median = 6, SD = 2.7), resulting in 6,201 observations. We report detailed demographic
information for each wave of the survey in the web appendix.

In wave 1, participants indicated the percentage by which they expected the prices of
goods and services in the UK to change in 12 months. Specifically, participants were told that the
rate of change in prices over a given period is referred to as inflation, and they were asked to
estimate what inflation would be in 12 months. Participants entered their responses in an open-
ended text box. Next, they completed the same measure of perceived financial constraints,
attention check, understanding of inflation, and demographic information collected in study 1A.
The wave 2-9 surveys were identical to the wave 1 survey, except that they did not include

demographic questions.

4.5.2 Results and Discussion
In this and in all studies reported in this manuscript, we winsorized participants’ future

price expectations at the 95th percentile to remove outliers. We were interested in examining the
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dynamics of the relationship between perceived financial constraints and future price expectations
over time. To do so, we estimated an autoregressive cross-lagged panel model. Cross-lagged
panel models disentangle the direction of the relationship between two variables over time to
probe whether one variable precedes the other. In our case, we were interested in estimating the
effect of perceived financial constraints in time t on future price expectations in time t+1, and the
effect of future price expectations in time t on perceived financial constraints in time t+1.

We estimated an autoregressive cross-lagged panel model with first- and second-order
autoregressive paths using maximum likelihood for missing data. For parsimony, we constrained
the cross-lagged effects to be equal over time. The model fit the data well (2(112) = 650.4, CFI =
.960, RMSEA = .064, 95% CI: [.059 to .069]). The results revealed a significant effect of
perceived financial constraints in time t on future price expectations in time t+1 (b = 0.03, SE =
.01, p <.001). In contrast, future price expectations in time t did not affect perceived financial
constraints in time t+1 (b = -0.00, SE = .01, p = .751).

We conducted several additional analyses to examine the robustness of these results. The
results do not change if we control for all the covariates we collected (age, gender, education,
ethnicity, income, and understanding of inflation), use different inclusion criteria (e.g., only
including participants who completed more than 3 waves), add third-order autoregressive effects,
use only first-order autoregressive effects, or use raw (instead of winsorized) future price
expectations.

In sum, study 1B provided further evidence about the nature of the association between
perceived financial constraints and future price expectations. Our results suggest that perceived
financial constraints precede and potentially cause higher future price expectations, but higher

future price expectations do not contribute to greater feelings of financial constraint.
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4.6 Study 1C: Manipulating Perceived Financial Constraints

We designed study 1C with two goals in mind. First, we wanted to test whether perceived
financial constraints cause higher future price expectations. Second, we aimed to further probe
the generalizability of the results by examining if the effect holds when measuring future price
expectations for various product categories, rather than expectations for the future prices of

specific products (study 1A) or future price changes in the overall economy (study 1B).

4.6.1 Participants and Procedure

We pre-registered this study using AsPredicted (#120072). We planned to recruit 800
people, and 791 US residents signed up to participate in the study on Cloud Research Connect.
We excluded 7 participants who failed the same attention checks used in studies 1A-1B, leaving a
final sample of 784 participants (50.9% female, Mage = 39.7, SD = 13.1). This study adopted a 2
(financial constraints vs. control, between) x 14 (categories, within) mixed design.

To increase statistical power (Meyvis and Van Osselaer 2018), we collected the
following measure at the beginning of the study: “As compared to where they are today, I believe
that the prices of the goods and services in the Unites States in January 2024 will...” 1 = decrease
significantly, 7 = increase significantly). As indicated in our pre-registration, this measure served
as a covariate in the main analysis. To ensure that participants’ scores on this covariate did not
differ by experimental condition, we used their scores on this measure as a basis for stratified
randomization. Therefore, by design, participants’ scores on this measure were equal across
conditions (Mfinancial constraint = 5.21 VS. Mcontrol = 5.21, 1(782) = -0.03, p = .975). After measuring
this covariate, we manipulated perceived financial constraints. In the financial constraints
condition, participants wrote about the factors that contribute to their financial constraints

(adapted from Tully, Hershfield, and Meyvis 2015). In the control condition, participants
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described what they did in the past weekend (Dias, Sharma, and Fitzsimons 2022). We then
measured our key dependent variable in this study: participants’ price forecasts for 14 categories.
We selected categories representing a wide range of typical expenditures (e.g., groceries, gas,
electricity), adapted from the Consumer Price Index (CPI). Participants indicated the percentage
by which they expected prices in each category to change in 12 months, resulting in 14
measurements per participant. Finally, participants completed a manipulation check (“To what
extent do you feel financially constrained?”, 1 = not at all, 7 = very much), the same attention

check used in studies 1A-1B, and indicated their age, gender, and income.

4.6.2 Results and Discussion

Participants indicated feeling more financially constrained in the financial constraints
condition (M = 5.22, SD = 1.59) than in the control condition (M = 4.93, SD = 1.68, t(782) = -
2.48, p = .013, d = -0.18), indicating that the manipulation was successful.

We modeled participants’ future price expectations with a multilevel model with crossed
random effects for participants and categories (Judd, Westfall, and Kenny 2012). In the fixed part
of the model, we entered a dummy indicator for condition (1 = financial constraints, 0 = control)
and the covariate we collected. Across all 14 categories, participants in the financial constraints
condition reported higher future price expectations (y = 9.7%) than did participants in the control
condition (¥ = 8.5%, b = 1.17, SE = .50, p = .009).

In sum, study 1C showed that experimentally inducing feelings of financial constraint led
consumers to expect future prices to be higher. Taken together, studies 1A-1C demonstrated that
perceived financial constraints are associated with (study 1A), precede (study 1B), and cause
higher future price expectations (study 1C). We observed this effect when consumers forecasted
the future prices of specific products (study 1A), changes in future prices in the overall economy

(study 1B), and changes in future prices in various expenditure categories (study 1C).
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4.7 Study 2: Spontaneous Thoughts About Current Prices

We hypothesized that the effect of perceived financial constraints on future price
expectations is mediated by reliance on current prices (H2). That is, we proposed that consumers
who feel more (vs. less) financially constrained rely more on their perceptions of current prices
(instead of other factors) when forecasting future prices, resulting in higher future price
expectations. Study 2 investigated this proposed mechanism by examining consumers’
explanations for their future price expectations and unobtrusively assessing their thoughts about

current prices.

4.7.1 Participants and Procedure

We pre-registered this study using AsPredicted (#116427). We planned to recruit 1,200
people and 1,215 UK residents signed up to participate on Prolific Academic. We excluded 15
participants who did not finish the survey and another 15 who failed an attention check, leaving a
final sample of 1,185 participants (49.11% female, Mage = 39.63, SD = 13.76).

Participants were asked to indicate the percentage by which they expected prices in the
overall economy to change in 12 months with the same measure used in study 1B. On the
subsequent screen, they explained their future price expectations in an open-ended text box. Next,
they completed the same measures of perceived financial constraints (o = .90) and attention check

used in studies 1A-1C and reported demographic information.

4.7.2 Results and Discussion

Replicating the results of studies 1A-1C, consumers who felt more financially
constrained (1 SD above the mean) expected future prices to increase by 10.2%, while consumers
who felt less financially constrained (1 SD below the mean) expected future prices to increase by

8.2% (b = 0.73, SE = 0.14, t(1183) = 5.28, p < .001)
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As indicated in our pre-registration, two research assistants coded whether (1) or not (0)
participants mentioned their perceptions of current prices in their explanations. The two coders
agreed on the coding of 86.3% of the observations, and a third coder resolved disagreements. A
logistic regression indicated that participants who felt more financially constrained were more
likely to mention their perceptions of current prices (y.1sp = 28.7%) than were participants who
felt less financially constrained (y.1sp = 23.3%, OR = 1.11, SE = .056, p = .035). Furthermore, an
OLS regression indicated that participants who mentioned their perceptions of current prices in
their explanation had higher future price expectations. Specifically, participants who mentioned
their perceptions of current prices in their explanations expected future prices to be higher (M =
11.1%, SD = 7.0) compared to participants who did not (M = 8.5%, SD = 6.0, t(1183) = 6.10, p <
.001, d = 0.40).

We examined whether the relationship between perceived financial constraints and future
price expectations was mediated by whether participants mentioned their perceptions of current
prices in their explanations. To do so, we estimated the structural path perceived financial
constraints -> spontaneous thoughts about current prices -> future price expectations, with the
standard errors estimated with 1,000 bootstrapped samples. Both the direct (¢’ =0.68, SE= .13, p
<.001, 95 CI: [.420 to .936]) and the indirect effects were significant (axb = 0.049, SE = .03, p =
.049, 95% CI: [.0001 to .0976]), indicating that spontaneous thoughts about current prices
partially mediated the effect of perceived financial constraints on future price expectations.

In sum, study 2 provided initial evidence for our proposed mechanism. Consumers who
felt more financially constrained were more likely to consider their perceptions of current prices
(vs. other factors) when forecasting future prices, which in turn resulted in higher future price

expectations.
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4.8 Study 3A: Manipulating the Diagnosticity of Current Prices

Study 3A further probed our proposed mechanism by adopting a process-by-moderation
design (Spencer, Zanna, and Fong 2005). Specifically, we manipulated consumers’ beliefs about
whether current prices are diagnostic of future prices. If consumers who feel more financially
constrained expect higher future prices because they rely more on their subjective perceptions of
current prices when forecasting future prices, then leading all consumers to infer that current

prices are not diagnostic of future prices should attenuate this effect (H3).

4.8.1 Participants and Procedure

We pre-registered this study using AsPredicted (#127572). We planned to recruit 1,500
people, and 1,516 UK residents signed up to participate on Prolific. We excluded 29 participants
who did not finish the survey and 13 who failed an attention check, leaving a final sample of
1,474 participants (50.1% female, Mage = 36.4, SD = 12.0). This study adopted a 2 (condition:
treatment vs. control) x continuous (perceived financial constraints, measured) between-subjects
design.

First, we randomly assigned participants to one of two conditions. In the treatment
condition, participants were asked to read and summarize an article arguing that current prices are
not diagnostic of future prices (see web appendix for details). In the control condition,
participants did not read any article. Next, all participants reported the percentage by which they
expected prices in the overall economy to change in 12 months with the same measure used in
studies 1B and 2. Participants then completed the same measure of perceived financial constraints
(oo =0.88) and attention check used in studies 1A-1C and 2 and provided demographic

information.
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4.8.2 Results and Discussion

We were interested in testing whether the effect of perceived financial constraints on
future price expectations was attenuated when consumers were led to believe that current prices
are not diagnostic of future prices. To do so, we estimated a 2 (condition: treatment vs. control) x
continuous (perceived financial constraints, measured) ANOVA with future price expectations as
the dependent variable. To facilitate interpretation, we mean-centered perceived financial
constraints. The results revealed a significant main effect of perceived financial constraints (F(Z1,
1470) = 15.27, p < .001, 52 = .010), a significant main effect of condition (F(1, 1470) = 58.66, p <
.001, #%=.038), and critically, a significant two-way interaction (F(1, 1470) = 5.63, p = .018, #? =
.004). In the control condition, greater perceived financial constraints were associated with higher
future price expectations (b = 0.65, SE = .14, p <.001), replicating our prior results. In the
treatment condition—when consumers were led to infer that current prices are not diagnostic of
future prices—perceived financial constraints had no effect on future price expectations (b = 0.16,
SE = .15, p = .283).

Our theory suggests that consumers who feel more financially constrained expect higher
prices in the future because they rely more on their subjective perceptions of current prices
(instead of other factors) when forecasting future prices. If this theoretical rationale is supported,
then manipulating beliefs about whether current prices are diagnostic of future prices should have
a stronger effect on the price forecasts made by consumers who rely more on their perceptions of
current prices (i.e., those who feel more financially constrained). Indeed, the effect of the
manipulation on future price expectations was about two times stronger for participants who felt
more financially constrained (1 SD above the mean, b = -2.6, SE = .36, p <.001) than for
participants who felt less financially constrained (1 SD below the mean, b =-1.4, SE = .36, p <

.001).
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In sum, study 3A provided additional evidence for our proposed mechanism. When
participants were led to believe that current prices are not a relevant signal of future prices,

perceived financial constraints no longer affected consumers’ price forecasts.

4.9 Study 3B: Forecasting Future Prices in a More Distant Location

Study 3B built on study 3A by examining a different way of reducing the diagnosticity of
perceptions of current prices for one’s price forecasts. While study 3A directly manipulated
beliefs about whether current prices are diagnostic of future prices, study 3B examined a
circumstance in which consumers’ perceptions of current prices are naturally less relevant for
their forecasts of future prices: when they forecast prices for a more distant location. If financially
constrained consumers’ higher future price expectations are explained by their greater reliance on
their perceptions of current prices, the effect should be attenuated when there is greater
geographical distance between consumers’ current location and the location for which they
forecast future prices. We tested this prediction by examining consumers’ forecasts of future
prices for their own country and for foreign countries. In addition, study 3B probed the

generalizability of the effect by recruiting participants residing in eight different countries.

4.9.1 Participants and Procedure

We pre-registered this study using AsPredicted (#122508). We planned to recruit 200
participants residing in each of eight countries (Canada, Germany, ltaly, Portugal, South Africa,
Spain, United Kingdom, United States), and 1,596 participants completed the study. We selected
these countries because they had the largest number of English-speaking participants available on
Prolific Academic at the time of the study. We excluded 2 participants who did not complete the

study and 28 who failed an attention check, resulting in a sample of 1,566 participants (49.4%
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female, Mage = 33.6, SD = 10.8). This study adopted an 8 (estimates, within) x continuous
(perceived financial constraints, measured) mixed design.

Using the same measure from studies 1B, 2, and 3A, participants indicated the percentage
by which they expected future prices to change in 12 months for each of the countries from which
participants were sampled in this study, resulting in 8 measurements per participant. This
designed allowed us to observe participants’ forecasts of future prices in their own country and
seven foreign countries. To minimize the possibility that the results were driven by differences in
knowledge about prices in one’s country and other countries, participants saw the percentage by
which prices increased in each of each of these 8 countries in 2022 (the data for this study was
collected in February 2023). Finally, participants completed the same measure of perceived

financial constraints (o. = 0.88) and attention check used in studies 1A-C, 2, and 3.

4.9.2 Results and Discussion

We were interested in examining whether the effect of perceived financial constraints on
consumers’ expectations of future prices was attenuated when consumers forecasted future prices
in foreign countries. To do so, we estimated a multilevel model with crossed random effects for
participants and estimates, with observations nested within participants’ country of residence. In
the fixed part of the model, we entered perceived financial constraints (continuous, mean-
centered), a dummy variable for estimate type (1 = estimate of future prices in a foreign country,
0 = estimate of future prices in one’s own country), and their interaction. The results revealed a
significant effect of perceived financial constraints (b = 0.51, SE = .08, p < .001), a significant
effect of estimate type (b =-.93, SE = .28, p = .001), and critically, a significant interaction (b = -
0.28, SE = .05, p <.001). Consistent with our predictions, the effect of perceived financial
constraints on future price expectations was stronger when participants estimated future prices in

their own country (b = 0.51, SE = .08, p <.001) than when they estimated future prices in a
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foreign country (b = 0.23, SE = .06, p < .001). Notably, this pattern was observed in every
country in which we collected data.

While participants generally expected future prices to be higher in their own country than
in a foreign country, this gap was stronger among participants who felt more financially
constrained (1 SD above the mean, yown country = 8.3%, yforeign countries = 7.0%, p <.001) than
among participants who felt less financially constrained (1 SD below the mean, yown country = 7.0%,
Ftoreign countries = 6.5%, p = .043). These results are consistent with our proposed mechanism. If
perceived financial constraints increase future price expectations due to financially constrained
consumers’ greater reliance on their perceptions of current prices (vs. other factors), and to the
extent that one’s perceptions of current prices are more diagnostic of future prices in one’s own
country, the ‘own country’ vs. ‘foreign country’ gap in prediction should be greater among
financially constrained consumers.

In sum, study 3B demonstrated the generalizability of the effect beyond Anglo-American
contexts. Consumers who felt more financially constrained expected future prices to be higher
than did consumers who felt less financially constrained when they made price forecasts for their
own country. Importantly, this effect attenuated when participants forecasted future prices for a
foreign country. This result provides further evidence that the effect attenuates when consumers’
perceptions of current prices are less diagnostic of future prices (H3), a boundary condition that is

consistent with our proposed mechanism.

4.10 Study 3C: Forecasting Future Prices in More Distant Time Periods
Study 3C examined another instance in which one’s perceptions of current prices are less
relevant to one’s price forecasts: the temporal distance the forecast (e.g., a forecast for the next 12

months, 24 months, 36 months). To the extent that (a) financially constrained consumers’ higher
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future price expectations result from their greater reliance on their perceptions of current prices,
and (b) perceptions of current prices are less diagnostic of future prices for more distant (vs.
proximal) time periods, the effect should be attenuated when consumers estimate future prices in

more distant time periods. We tested this prediction in study 3C.

4.10.1 Participants and Procedure

We pre-registered this study using AsPredicted (#109920). We planned to collect data
from 1,000 people, and 1,012 UK residents signed up to participate on Prolific Academic. We
excluded 8 participants who did not finish the survey and 10 participants who failed the same
attention check used in studies 1A-1C, 2, and 3A-3B, resulting in a final sample of 994
participants (49.6% female, Mage = 41.8, SD = 12.9). This study adopted an 8 (time periods,
within) x continuous (perceived financial constraints, measured) mixed design.

Participants indicated their expectations of future prices in 12 months and in every
subsequent 12-month interval until 8 years into the future (i.e., between 12-24 months, 24-36
months, ..., between 84-96 months). Specifically, they forecasted the percentage by which they
expected prices to change in each time period. They provided each forecast in a separate open-
ended text box. Participants then completed the same measure of perceived financial constraints
(o =.90) and attention check used in our prior studies. Finally, participants indicated their age,

gender, income, education, ethnicity, and their understanding of inflation.

4.10.2 Results and Discussion

We were interested in testing whether the effect of perceived financial constraints on
future price expectations attenuated when participants forecasted future prices in more distant
time periods. To do so, we estimated a multilevel model with future price expectations nested

within participants. In the fixed part of the model, we entered perceived financial constraints
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(between), time period of the forecast (within), and their interaction. The results revealed a
significant effect of perceived financial constraints (b = 0.91, SE = 0.13, p < .001), a significant
effect of time period of the forecast (b = -0.46, SE = 0.05, p <.001), and critically, a significant
interaction (b = -0.03, SE = .01, p = .001). While greater perceived financial constraints were
associated with a higher expected change in future prices overall, this effect was stronger when
participants forecasted changes in future prices for more proximal time periods than for more
distant time periods. For example, a 1-point increase in perceived financial constraints was
associated with a 0.9 percentage-point increase in future price expectations when consumers
forecasted the change in prices for one year ahead (i.e., in 12 months from the time of the study),
but only with a 0.6 percentage-point increase in future price expectations when consumers
forecasted the change in prices for 8 years ahead (between 84-96 months from the time of the
study).

It is possible there is more uncertainty involved in forecasting future prices in time
periods further in the future, and as a result, the effect of any factor on future price expectations
attenuates for more distant time periods. However, our data do not support this alternative
explanation. Of the six covariates we collected, several significantly affected future price
expectations, but none of these effects attenuated in time periods further in the future.

In sum, study 3C provided additional evidence for our proposed mechanism by
demonstrating that the effect attenuated in another circumstance in which one’s perceptions of
current prices were less relevant for their forecasts of future prices. When consumers forecasted
future prices in more distant time periods, perceived financial constraints had a smaller effect on

consumers’ future price expectations.
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4.11 Study 4A: Variation Over Time

In study 4A, we accomplished two main goals. First, we investigated the generalizability
of the effect of perceived financial constraints on future price expectations across various points
in history. Second, we examined how the magnitude of this effect varied in different economic
environments; importantly, we probed whether our theory could predict heterogeneity in the
effect in these different economic environments. We have proposed that financially constrained
consumers expect higher future prices because they rely more on their subjective perceptions of
current prices (vs. other factors) when forecasting future prices. If so, then the effect should be
amplified when current prices are perceived as even higher (H4). In study 4A, we assessed one
naturally occurring, externally valid economic circumstance in which current prices are likely to
be perceived as more expensive: when current prices have risen faster than before (i.e., in times
of rising inflation). Thus, we expected the effect of perceived financial constraints on future price
expectations to be stronger in times of rising inflation. To examine this proposition, as well as the

generalizability of the effect over time, we obtained a dataset spanning four decades.

4.11.1 Data

We compiled a unique dataset by merging data from two sources.

The first dataset was obtained from the University of Michigan’s Survey of Consumers, a
nationally representative survey of US consumers conducted monthly. The survey comprises
about 50 questions examining various aspects of consumers’ finances and the economy. Starting
in 1978, the survey included a measure of future price expectations, as well as questions assessing
respondents’ perceptions of their financial situation. The data contains responses from 277,401
consumers (49.97% female, Mage = 47.01, SD = 17.27) provided between 1978-2022. Different

participants were recruited in each wave of the survey, resulting in a multiple cross-sectional
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design. As a proxy for perceived financial constraints, we used responses to the following
question: “Would you say that you (and your family living there) are better off or worse off
financially than you were a year ago?” (1 = better off, 2 = same, 3 = worse off). As a measure of
future price expectations, we used participants’ responses to the following question: “By what
percentage do you expect prices to go up/down, on average, during the next 12 months?” (open-
ended).

We merged the data from the University of Michigan’s Survey of Consumers with data
on the Consumer Price Index (CPI), obtained from the Bureau of Labor Statistics. The CPI
measures changes in the prices of goods and services paid by US consumers and is the leading
measure of inflation in the United States. Using this dataset, we calculated annual changes in the
CPIl—that is, the change in the rate at which prices changed. For each year, we calculated the
percentage-point change in the CPI in year t relative to year t-1. Thus, this metric indicates times
in which prices were rising faster or slower than before (i.e., times of rising or declining

inflation).

4.11.2 Results and Discussion

We were interested in examining whether the effect of perceived financial constraints on
future price expectations was stronger in circumstances in which current prices were perceived as
higher (H4). We probed this proposition by leveraging the longitudinal nature of the dataset and
examining differences in the magnitude of the effect over time. Importantly, we tested whether
the effect of perceived financial constraints on future price expectations was stronger in years in
which inflation was rising (when current prices were likely perceived as higher) than in years in
which inflation was declining (when current prices were likely perceived as lower).

To test this prediction, we estimated a multilevel model with future price expectations

nested within year. In the fixed part of the model, we entered perceived financial constraints, the
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percentage-point change in the CPI in year t relative to year t-1 (indicating times of rising or
declining inflation), and their interaction, controlling for the CPI in year t. Replicating our prior
results, there was a significant effect of perceived financial constraints (b = 0.36, SE =0.01, p <
.001), such that consumers who felt more financially constrained expected changes in future
prices to be higher (y.1sp = 4.3%) than did consumers who felt less financially constrained (y.1sp
= 3.7%). There was also a marginally significant effect of the change in the CPI in year t relative
to year t-1 (b = 0.09, SE = 0.05, p = .090). Critically, there was a significant interaction between
these two factors (b = 0.02, SE = 0.01, p =.003). Specifically, the greater the increase in the CPI
in year t relative to the preceding year, the stronger the association between perceived financial
constraints and future price expectations in that year was. For instance, in years in which the CPI
was 3 percentage points higher than in the year before, effect of perceived financial constraints on
future price expectations was b = 0.41; in years in which the CPI was 3 percentage points lower
than the preceding year, the effect of perceived financial constraints on future price expectations
was b =0.31.

Using a longitudinal dataset spanning four decades, study 4A demonstrated that
perceived financial constraints are systematically associated with higher future price expectations.
Critically, our results showed that this effect was stronger in years when prices increased at a
higher (vs. lower) rate. This result provides evidence consistent with our proposition that the

effect is stronger in circumstances in which current prices are perceived as higher (H4).

4.12 Study 4B: Variation Across Categories
Study 4B further probed our proposition that the effect of perceived financial constraints
on future price expectations is stronger in circumstances in which current prices are perceived as

higher (H4). Specifically, we assessed whether the effect varied across multiple expenditure
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categories and, critically, tested if differences in the magnitude of the effect across categories
were predicted by how expensive current prices in each category were perceived to be. We
predicted that the effect would be stronger in expenditure categories in which current prices were

perceived as more expensive.

4.12.1 Participants and Procedure

We pre-registered this study using AsPredicted (#137744). We planned to recruit 500
people, and 502 US residents signed up to participate on Prolific. We excluded four participants
who failed the same attention check used in studies 1A-1C, 2, 3A-3C, leaving a final sample of
498 participants (49.2% female, Mage = 41.9, SD = 14.2). This study adopted a 14 (category,
within) x continuous (perceived financial constraints, measured) mixed design.

Participants indicated their future price expectations for the same 14 categories used in
study 1C. Specifically, they reported the percentage by which they expected future prices in each
of these categories to change in 12 months. They provided their responses using an open-ended
response format. Next, we measured participants’ perceptions of current prices in each category
(“How would you describe the current prices in each of the categories below? That is, how cheap
or expensive would you say prices in each of the categories below are right now?” 1 = extremely
cheap, 4 = neither cheap nor expensive, 7 = extremely expensive). Finally, participants completed
the same measure of perceived financial constraints (o= .93) and attention check used in studies

1A-1C, 2, and 3A-3C.

4.12.2 Results and Discussion
We were interested in testing whether the effect of perceived financial constraints on
future price expectations was stronger in categories in which current prices were perceived to be

more (vs. less) expensive. Thus, as specified in our pre-registration, we first averaged the ratings
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of current prices within each category across all consumers, resulting in an indicator of how
cheap or expensive current prices were perceived to be in each category. By construction, this
indicator varied only from category to category. Next, we estimated a multilevel model predicting
participants’ future price expectations in each category, with crossed random effects for
participants and categories. In the fixed part of the model, we entered perceived financial
constraints (participant-level), the average perception of the current prices in each category
(category-level), and their interaction. To facilitate interpretation, we mean-centered all the
variables.

The results revealed a significant effect of perceived financial constraints (b = 0.81, SE =
.19, p <.001), a significant effect of the average perception of current prices in the category (b =
3.23, SE = .32, p < .001) and, critically, a significant two-way interaction (b = 0.65, SE =.09, p <
.001). Specifically, the effect of perceived financial constraints on future price expectations was
stronger in expenditure categories in which current prices were, on average, perceived as more
expensive across all consumers (1 SD above the mean, b = 1.14, SE = .19, p <.001), and weaker
in categories in which current prices were, on average, perceived as less expensive across all
consumers (1 SD below the mean, b = 0.48, SE = .19, p = .013).

While participants generally expected higher future prices in categories in which current
prices were perceived to be more (vs. less) expensive, this gap was larger among consumers who
felt more financially constrained. Precisely, consumers who felt more financially constrained (1
SD above the mean) expected future prices to be 11.9% higher in categories that were perceived
as more expensive, and 7.6% higher in categories that were perceived as less expensive (a 4.3%
difference). By contrast, consumers who felt less financially constrained (1 SD below the mean)
expected prices to be 8.4% higher in categories that were perceived as more expensive, and 6.1%

higher in categories that were perceived as less expensive (a 2.3% difference). These results
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further support our proposition that financially constrained consumers’ higher future price
expectations occur due to their greater reliance on their subjective perception of current prices.

In sum, study 4B demonstrated that the effect of perceived financial constraints on future
price expectations was stronger in expenditure categories in which current prices were perceived
as more expensive (vs. less expensive). Taken together, studies 4A-4B provided converging
evidence for our theoretical proposition that the effect is amplified in circumstances in which

current prices are perceived as higher (H4).

4.13 Study 5: Future Price Expectations and Budgetary Allocations

Study 5 examined a potential consequence of higher future price expectations: monetary
allocations to various budget categories (e.g., saving, spending on needs, paying off debt). Prior
work has shown that consumers who expect higher prices in the future are less likely to defer a
purchase (Gunadi and Evangelidis 2022). Thus, it is possible that consumers who expect future

prices to be higher spend (vs. save) more money overall. Study 5 tested this prediction.

4.13.1 Participants and Procedure

We aimed to recruit 1,000 people, and 1,008 UK residents signed up to participate on
Prolific Academic. We pre-registered this study on AsPredicted (#109640). We excluded 7
participants who did not finish the survey and 13 who failed an attention check, leaving a final
sample of 988 participants (50.0% female, Mage = 42.0, SD = 12.7).

First, participants indicated the percentage by which they expected future prices in the
overall economy to change in 12 months with the same measure used in studies 1B, 2, and 3A-
3C. Next, they completed a budget allocation task adapted from Kappes, Gladstone, and
Hershfield (2021). In the task, participants imagined receiving a £20,000 windfall and indicated

how much of this money they would allocate to each of eight categories: 1) “buy things I want”,
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2) “buy things I need”, 3) “give to charity or church organizations”, 4) “give or lend to friends or
relatives”, 5) “invest or put in savings”, 6) “pay off debts”, 7) “travel”, and 8) “other”. Finally,
they provided demographic information and completed the same measure of perceived financial

constraints (o.=0.91) and attention check used in studies 1A-1C, 2, 3A-3C, and 4B.

4.13.2 Results and Discussion

Replicating our prior results, consumers who felt more financially constrained expected
prices to be higher in the future (y+1sp = 10.7%) than did consumers who felt less financially
constrained (y.1sp = 8.7%, b = 0.74, SE = 0.14, t(986) = 5.40, p <.001).

On average, consumers allocated the largest proportion of their windfall to investing or
saving (47%), repaying debt (16%), and spending on needs (14%). We were interested in whether
perceived financial constraints affected consumers’ allocations, and if so, which of these potential
differences were explained by financially constrained consumers’ higher future price
expectations.

The effect of perceived financial constraints on consumers’ budgetary allocations was
significant for five categories. Consumers who felt more financially constrained allocated more
money toward buying needs (y:1sp = £3,032 vs. y.1sp = £2,232, b = 295.0, SE = 70.2, t(986) =
4.20, p <.001), repaying debt (y.1sp = £4,297 vs. y.asp = £2,002, b = 847.3, SE = 107.2, t(986) =
7.91, p <.001), and other uses (y+1sp = £332 vs. y.1sp = £198, b = 50.0, SE = 17.3, 1(986) = 2.86,
p = .004), and less money toward investing or saving (+1sp = £7,848 vs. y.1sp = £10,852, b = -
1108.9, SE = 143.2, t(986) = -7.74, p < .001) and traveling (§+1sp = £1,217 vs. j.asp = £1,694, b =
-176.0, SE = 40.1, t(986) = -4.38, p < .001).

We were interested in testing which of these allocations were explained by future price
expectations. To do so, for each of these categories, we estimated a structural model with

perceived financial constraints as the independent variable, future price expectations as the
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mediator, and the amount participant allocated to the corresponding category as the dependent
variable. We estimated the standard errors with 1,000 bootstrapped samples. Future price
expectations partially mediated participants’ allocation toward two categories: spending on needs
(b =46.9, SE = 14.0, p = .001, 95% CI: [19.5 to 74.3]) and investing or saving (b = -118.2, SE =
31.64, p <.001, 95% CI: [-180.2 to -56.2]).

In sum, study 5 demonstrated that perceived financial constraints are associated with
consumers’ budgetary allocations. Our data showed that consumers who felt more (vs. less)
financially constrained allocated more money towards spending on needs, repaying debt, and
“other uses,” and less money towards travel and investing or saving. Critically, differences in
allocations toward spending on needs and investing or saving were in part explained by

financially constrained consumers’ higher future price expectations.

4.14 Study 6: Future Price Expectations and Consumer Debt

Study 5 suggested that financially constrained consumers allocate more money to
spending on needs, and that this association is partly explained by their higher future price
expectations. The relationship between future price expectations and spending has implications
for consumer borrowing and debt. Prior work found a positive association between spending and
borrowing (Meier and Sprenger 2010). Thus, to the extent that perceived financial constraints and
higher future price expectations are associated with greater spending, consumers who feel more
financially constrained and expect higher future prices may be more prone to borrowing and carry
more debt. Study 6 tested the association between perceived financial constraints, future price

expectations, and consumer debt using proprietary data obtained from the Federal Reserve.
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4.14.1 Participants and Procedure

We obtained data from the Federal Reserve Bank of Philadelphia’s Consumer Finance
Institute (CFI) . The dataset included responses from a representative sample of 4,628 US
residents collected in July 2022 (52.3% female, Median age: 46 — 55 years old).

The CFI created and distributed a survey to a sample of US participants asking a range of
guestions about how Covid-19 was affecting their lives. Pertinent to our investigation, the survey
also included demographic information and measures of consumers’ perceptions of their finances,
future price expectations, and debt.

As a measure of perceived financial constraints, participants indicated how financially
secure they felt compared to before the Covid-19 pandemic (I feel... 1 = more secure than I did
prior to the crisis, 2 = the same now as | did prior to the crisis, 3 = slightly less secure than | did
prior to the crisis, 4 = significantly less secure than I did prior to the crisis).

As a measure of future price expectations, participants reported the extent to which they
expected (1) the price of a gallon of gas, (2) the price of food at the grocery store, and (3) the cost
of rent to change over the next 12 months using a five-point scale (1 = significantly decrease, 3 =
stay about the same, and 5 = significantly increase). We averaged participants’ responses to these
three items to create an index of future price expectations (o = .84).

As measures of consumer debt, we observed whether participants had any non-mortgage
debt (1 = yes, 0 = no) and the amount they owed on all their credit card statements from the prior
month (1 = less than $500, 2 = $500-$999, 3 = $1,000-$1,999, 4 = $2,000-$2,999, 5 = $3,000 or

higher).
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4.14.2 Results and Discussion

We were interested in estimating the association between perceived financial constraints
and future price expectations, and whether higher future price expectations were associated with
greater consumer debt. In all the analyses reported below, we controlled for demographic (age,
gender, education, ethnicity, marital status, income), social (whether one owns a home or not,
employment status) and geographic (state fixed effects, location of primary residence) factors.

Replicating our prior results, consumers who felt more financially constrained expected
future prices to be higher in 12 months (y.1sp = 3.79) than did those who felt less financially
constrained (y.1sp = 3.58, b = 0.12, SE = .015, p <.001).

We estimated a logistic regression predicting the probability of having non-mortgage
debt as a function of perceived financial constraints, future price expectations, and the control
variables we outlined above. Consumers who felt more financially constrained were more likely
to have non-mortgage debt (Pr.1sp = 66.4%) than were consumers who felt less financially
constrained (Pr.isp = 63.4%, OR = 1.09, SE = .04, p = .045). Critically, future price expectations
were also associated with the probability of having non-mortgage debt, such that consumers with
higher future price expectations were more likely to have non-mortgage debt (Pr.1sp = 68.3%)
than were consumers with lower future price expectations (Pr.isp = 61.5%, OR = 1.22, SE = .05,
p <.001).

Because the amount of credit card debt was collected with a multiple-choice question
using unequal intervals, we modeled the data with an ordered logistic regression, controlling for
the same variables outlined above. The results revealed that higher perceived financial constraints
were associated with having more credit card debt (OR = 1.11, SE = .04, p = .004). Importantly,
higher future price expectations were also associated with more credit card debt (OR =1.13, SE =

.04, p = .001).
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We tested whether future price expectations mediated the relationship between perceived
financial constraints and consumer debt. First, we estimated the structural path perceived
financial constraints -> future price expectations -> probability of having non-mortgage debt,
with standard errors estimated with 1,000 bootstrapped samples. The results revealed a significant
indirect effect (axb = 0.005, SE =.001, p <.001, 95% CI: [.003 to .008]) and a significant direct
effect (¢’ =0.017, SE =.008, p =.023, 95% CI: [.002 to .033]), indicating that future price
expectations partially mediated the effect of perceived financial constraints on the probability of
having non-mortgage debt.

We also tested whether future price expectations mediated the effect of perceived
financial constraints on consumers’ credit card debt. The direct effect (¢’ = 0.089, SE =.028, p =
.001, 95% CI: [.034 to .143]) and the indirect effect (axb = 0.013, SE =.004, p = .001, 95% CI:
[.005 to .021]) were significant, suggesting that future price expectations partially mediated the
effect of perceived financial constraints on how much credit card debt consumers had.

In sum, study 6 demonstrated that perceived financial constraints were associated with
greater debt, and that this association was partly explained by financially constrained consumers’

higher future price expectations. Taken together, studies 5 and 6 demonstrate that future price

expectations are consequential, predicting meaningful outcomes for consumers.

4.15 General Discussion

The current research investigated the psychological underpinnings of consumers’ future
price expectations. We believe this investigation is timely, and increasingly relevant, as prices
continue to rise in countries throughout the world. Since consumers’ expectations of future prices
shape consumer choice (Gunadi and Evangelidis 2022; Jacobson and Obermiller 1990), firms’

decisions (Coibion, Gorodnichenko, and Weber 2022), and policymakers’ decisions about
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monetary policy (Bernanke 2007), businesses and policymakers are keen to understand the
drivers of these expectations. Nonetheless, this understanding is challenging, since consumers
disagree on how much they expect prices to change. These diverging expectations raise an
interesting psychological question: Why do consumers have different future price expectations?
In the current work, we demonstrate the role of perceived financial constraints as a key factor
explaining why consumers disagree about their expectations of future prices. Our data reveal four
main findings. First, consumers who feel more financially constrained expect future prices to be
higher than do consumers who feel less financially constrained. Second, this effect is driven by
financially constrained consumers’ greater reliance on their perceptions of current prices (instead
of other factors) when forecasting future prices. Third, consistent with our proposed mechanism,
the effect attenuates when current prices are less diagnostic of future prices and amplifies when
current prices are perceived as higher. Finally, higher future price expectations result in
consequential outcomes for consumers—they are associated with lower savings, greater spending,

and more debt among consumers who feel financially constrained.

4.15.1 Theoretical and Practical Contributions

The current work offers several contributions to marketing scholarship. First, our findings
advance the growing literature on consumers’ subjective wealth perceptions and, more
specifically, perceived financial constraints. Existing research has shown that feelings of financial
constraint affect consumers at every stage of the decision-making process, from preference
formation (Tully, Hershfield, and Meyvis 2015) and choice (Sharma and Alter 2012; Briers and
Laporte 2013) to post-purchase outcomes (Dias, Sharma, and Fitzsimons 2022). We advance this
body of work by demonstrating that perceived financial constraints also shape consumers’
expectations about the future. Because expectations play a fundamental role in how individuals

process information (de Lange, Heilbron, and Kok 2018), perceive the world (Shiv, Carmon, and
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Ariely 2005), and behave (Roth and Wohlfart 2020), our findings raise the possibility that the
influence of perceived financial constraints on consumers is more pervasive than previously
thought. Indeed, diverging from previous research that has largely examined contexts in which
perceived financial constraints influence judgments and decisions pertaining to the self (Dias,
Sharma, and Fitzsimons 2022; Tully, Hershfield, and Meyvis 2015), the current work extends the
effects of perceived financial constraints into the broader environment in which consumers
operate.

Second, the current manuscript contributes to the literature on prices and price
expectations. While existing consumer research on prices has largely focused on how consumers
evaluate prices (Thomas 2023), the current work examines consumers’ expectations of future
prices. In addition, in contrast to existing research that has identified individual differences and
contextual factors that affect consumers’ expectations of future prices (Bruine de Bruin et al.
2012; D’ Acunto et al. 2021; Malmendier and Nagel 2016; Bachmann et al. 2021), the current
research focuses on the psychological processes underlying the formation of these expectations.
We demonstrate the role of perceived financial constraints in shaping future price expectations,
provide a parsimonious, theory-grounded explanation for this effect, identify boundary
conditions, and show that higher future price expectations have implications for consumer
spending, saving, and debt.

Finally, the current manuscript advances the broader literature on consumer finances and
financial decision-making. Promoting higher savings and encouraging lower spending is arguably
one of the main challenges faced by policymakers in the United States, since many US consumers
overspend and do not save enough. For instance, 36% of US consumers believe they will never
have enough money for retirement (CNBC 2021). Our findings highlight the role of future price

expectations as a possible barrier to increasing savings. Indeed, in our data, even after controlling
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for income, consumers who felt more financially constrained allocated less money toward saving,
and this effect occurred in part because they expected future prices to be higher (study 5). These
findings suggest that reducing future price expectations might encourage higher savings,

particularly among financially constrained consumers.

4.15.2 Implications for Policymakers

The current research has important implications for policymakers. Our findings suggest
that when consumers feel more financially constrained, their expectations of future prices may be
higher than anticipated due to objective factors alone (e.g., supply chain issues, rising cost of
materials). These circumstances may be more common than one may presume given that feelings
of financial constraint can emerge due to external shocks (e.g., a global pandemic, a recession).
Because consumers’ expectations of future prices are a key driver of actual price changes in the
overall economy (Bernanke 2007; Ang, Bekaert, and Wei 2007), policymakers interested in
maintaining price stability may want to consider generalized feelings of financial constraint when
implementing monetary policy. In addition, the current research offers insights about how
policymakers can counteract the effect of perceived financial constraints on future price
expectations: by changing consumers’ beliefs about the extent to which current prices shape
future prices. When consumers were told that their perceptions of current prices are not
diagnostic of future prices, perceived financial constraints were no longer associated with higher
future price expectations (study 3A). Thus, in times when consumers generally feel more
financially constrained, policymakers may be able to curb higher future price expectations by
communicating that high prices in the present are not necessarily diagnostic of future prices.

Our findings also offer insights for policymakers interested in consumers’ financial well-
being. Our data have shown that consumers who expect higher future prices save less money. For

example, when allocating a $20,000 windfall to various uses, consumers who expected prices to
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change by a smaller percentage (1 SD below the mean) budgeted about $10,500 toward savings,
and those who expected prices to change by a higher percentage (1 SD above the mean) budgeted
about $8,200 toward saving (study 5). These results suggest that managing consumers’ future
price expectations may be an effective approach to increase savings among consumers who feel
more financially constrained. Given that the lack of savings is an important concern facing
consumers—for instance, about a third of Americans aged 18 and older have less than $100 in
their savings account (GoBankingRates 2023)—our findings underscore the role of high future

price expectations as a barrier to consumers’ financial health.

4.15.3 Future Research Directions

The current work offers multiple directions for future research. First, it is possible that
other mechanisms explain the relationship between perceived financial constraints and future
price expectations. Indeed, in our data, reliance on perceptions of current prices only partially
mediated the effect, and consumers who felt more financially constrained expected higher future
prices even when their perceptions of current prices were not relevant to their forecast (e.g., when
forecasting future prices in a foreign country; study 3B). We believe that exploring additional
mechanisms that explain why perceived financial constraints increase future price expectations is
a fruitful avenue for future research, as it may help uncover other ways to reduce future price
expectations among financially constrained consumers.

In addition, we believe that an important direction for future research is to examine other
outcomes that might result from higher future price expectations. While we have demonstrated
that financially constrained consumers’ higher future price expectations are associated with their
budgetary allocation and debt, it is possible that these expectations shape other aspects of
consumption. For instance, expecting higher future prices may prompt financially constrained

consumers to stockpile or purchase in bulk. Relatedly, expecting higher future prices may
115



encourage consumers to switch to cheaper brands if these brands are seen as providing better
value. We believe that investigating potential changes in consumption that result from higher
future price expectations is a key area for future research.

In a similar vein, future research can examine the relationship between future price
expectations and the well-being of financially constrained consumers. Recent work has shown
that consumers derive lower happiness from their purchases when they feel financially
constrained (Dias, Sharma, and Fitzsimons 2022), and that this effect occurs because financial
constraints prompt consumers to think about alternative uses of their money. It is possible that
other uses of one’s money become even more salient when consumers expect higher future
prices. If so, higher future price expectations may exacerbate the detrimental effect of financial
constraints on well-being, functioning as a psychological tax on financially constrained
consumers. Investigating the implications of future price expectations for consumer well-being is
a ripe topic for future research.

More broadly, the current work prompts a call for future research on the effects of
financial constraints beyond the purchase funnel. To the extent that they affect how consumers
process information about the present, financial constraints might shape consumers’ future
expectations in various domains, such as money (e.g., their future income), purchasing (e.g., the
future availability of a product), and consumption (e.g., the likelihood of product failure).
Investigating the association between feelings of financial constraint and consumers’ future
expectations is an important step for future research to broaden our understanding of the

psychology of financial constraints.
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5. Conclusion

Across the three essays in this dissertation, | show that financial constraints play a
substantial role in consumers’ judgments and decisions in the marketplace. Across every stage of
the customer journey, consumers are influenced by the financial resources at their disposal. By
investigating the ways in which financial constraints impact consumers, the essays in this
dissertation shed light on the psychological underpinnings that guide consumers through their
decision-making process, from the initial consideration of a purchase to the reflection on their
buying choices. Moreover, this dissertation underscores the importance of considering financial
constraints in the development of marketing strategies and policy-making. For example, because
financial constraints prompt consumers to write more negative reviews for their purchases (essay
1), marketers may want to avoid requesting consumers to write reviews in times when they are
more likely to feel financially constrained (e.g., before payday). In a similar vein, since planning
mitigates the detrimental effects of financial constraints on purchase happiness, policymakers
interested in enhancing consumer wellbeing may want to encourage financially constrained

consumers to budget and plan their purchases in advance.
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