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ABSTRACT

What kind of spending will increasc happincss? There is growing support thut
spending discretinury moncy on cxpencntinl rather than material purchnses leads to
greuter happincss. The purposc of this chapier is to review the intcntional monctary
uctivilics thal muximizc happiness. cconvmic valuc, and psychological nceds. We
detcrmine the costs und benefits of specific discrctionury spending  choices by
summarizing the matcrinl wod cxperiential buying literaturc. Further, we expluin the
diffcrences between muteriul und cxpericnlinl consumption by dividing the consumption
cxpericnee inle lour stages: the pre-consumption cxpericnee, the purchusc experience, the
core consumption cxpericnce, uml the remembered consumption expericoce (Arnould,
Price, 8 Zinkhan, 2002). In the last scction, we identify conceptuul und methodological
chutlenges und recommend future directions for rescarch.

INTRODUCTION

People around the world desire happiness and actively try 1o feel happy (cven if they arc
already happy; Diencr, 2000). This might be because happiness has numerous benefits.
Happier people have better relationships, are healthier, muke more money, and arc more
crealive (Lyubomirsky, King, & Diencer, 2003). Although the desire to be happy is ubiguitous,
if not universal, the pathways that people choose to increase their well-being are varied and
not always successful. Because of the individual and societal benefits of increased well-being,
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there has been a growing interest in ways to mike people happier (Lyubomirsky, Sheldon, &
Schkade, 2005). Specifically, in parallel to basic research on the characieristics of
dispositionally happy people—who tend to be grateful, optimistic, and aliruistic-—there has
been an increased focused onm determining simple, intentional, and regularly practiced
behaviors and activities that will improve well-being (Bochm, Lyubomirsky, & Sheldon,
2011). With the assumplion that simple intentional positive activitics can increase happiness,
there is now a large body of evidence that demonstrates specific positive activities (e.g.,
cxpressing gratilude, meditating, practicing kindness) lead to increases in {lourishing. For
example, both correlational and experimental studies have demonstrated that gratitude leads
to improved health, better social relationships, and higher well-being (Wood, Froh, &
Geraghty, 2010). A grateful disposition is also positively associated with adaplive
psychosocial outcomes (McCullough, Emmons, & Tsang, 2002).

In contrast, humanistic theonsts have long argued thil materialism, or a focus on having,
causes alienation and discontent and prevents individuals from reaching their full human
potential (Fromm, 1976; Maslow, 1954). Additionally, over<onsumption {i.c., consumption
which goes far beyond satisfaction of busic needs) exacerbales social incqualitics and has
serious negative consequences for the environment (UN Human Development Report, 19938).
As a result, psychologists, economists, philosophers, and marketing rescarchers have
promoled the expericnce recommend ation—spending your money on life experiences, instead
of material items, will make you happier. There is now considerable empirical evidence 1o
support that experiential purchases compured to material purchases result in more happincss
and positive emotions (Carter & Gilovich, 2010; Howell & Hill, 2008, Howell, Pchelin, &
lyer, 2012; Nicolao, Irwin, & Goodman, 2009, Van Boven, 2005, Van Boven & Gilovich,
2003). However, previous rescarch has yet to systematically summarize the growing number
of material/experiential buying siudies; additionally, many published studics on consumption
fail to recognize the sheer rumber and diversity of the material/expericntial consumption
literature. Therefore, in this chapler, we provide a review of the existing material/expericntial
consumption litcrature using an experiential model of consumption from thc marketing
literature as well as identify the current conceplual and methodological challenges future
rescarch should address. Thus, this framework allows us o review the differences between
maicrial and experiential consumption on well-bemg and vanous mediators and modcrators.
In sum, we constrain our chapter o address o narrow research question: Are there ways in
which people can spend their discrelionary money through the consumption of hedonic goods
that might be maore beneficial to their hedonic, cudaimonic, and economic well-being?

MONEY AND HAPPINESS

With an cconomic recession and increases in both personal and national debt, theorics
about how people should spend money to achieve happiness have become a focus of current
psychological rescarch, Specifically, in the Western world, people frequently believe (hat
acquiring more moncy will mike them happier; however, rescarch suggests this may not be
the casc. Although the Uniled States cconomy has grown steadily since the 1950s, happincss
levels of Americans have nol shown a comparable increase (Diencr & Scligmun, 2004).
Furthermore, rescarch has found that afier basic needs have been met (e.g., food, shelter, ele.),
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the relationship belween income and happiness is quite small (Howell & Howell, 2008).
Therefore, because increased income s refated to more happiness but less than what people
expect {Aknin, Norion, & Dunn, 2009; Diener & Biswas-Diener, 2002, Dicner, Ng, Harler, &
Arora, 2010), some rescarchers have argucd that the way people allocate their money may
play an important 1ole in the relationship between moncy and happiness (Dunn, Gilbert, &
Wilson, 201 |; Howell & Hill, 2009; Howell & Howell, 2008). In other words, the problem is
not that moncy cunnot buy happiness; the problem is that people are simply spending their
money on the wrong purchases. To delcrmine if people’s purchasing decisions are key lo
understanding the relationship between well-being and income, previous rescarch has focused
on the impact of hedonic discretionary purchases on happiness (i.c., hedonic well-being).

Given the long-term trend of increasing discrelionary income (i.¢., an individual's income
that is available for expenditures after basic needs such as foaod, shelter, and clothing arc
safisfied) in industriatized countries (Franco, 2004), past research has focused on the effective
allocation of discretionary income to consume hedonic goods (purchases that are primarily
consumed to cxpericnee more crjoyment, pleasurc and cxcitement; sec Dhar & Wertenbroch,
2000) instead of utilitarian ones (i.c., purchases that are primewily instrumental and functional;
sec Holbrook & Hirschman, 1982). Following the onginal intention-based distinction
cstablished by Van Boven and Gilovich (2003), most rescarch has categonzed hedonic goods
inlo two categories: (1) experiential purchases (i.c., “those made with the primary intention of
acquiring a life experience,” p. 1194) and material purchases (i.e., “those made with the
primary intention of acquiring a material good,” p. 1194). This simple dichotomy has allowed
researchers to provide empirical support for the “experience recommendation™ (i.e., if you
wianl o be happicr, buy life cxpericnces instead of material items; see Nicolao et al,, 2009).
Finally, the materialfexperiential consumption literature has overwhelmingly focused on
hedonic well-being, which in this consumer context pertains primarily to global assessment of
subjoctive cxpericnces, such as happiness or posilive and negative affect (Kahneman, Diener,
& Schwarz, 2003, Ryan & Deci, 2001). It has largely ignored how material/fexperientiul
spending could impact cudaimonic well-being, which rcfers to flourishing and  the
actualization of human potential through the satisfuction of inherent higher order
psychological needs, such as awtonomy, relatedness, and competence (sce the three
fundamental psychological needs of self determination theory, Ryan & Deci, 2001).
Additionally, the material/experiential literature has focused less on economic value despite
consumcrs sometimes desiring the best possible economic deal {(Hsee & Rottenstreich, 2004},
specifically, value-secking consumers may decide to sacrifice well-being considerations for
the suke of purchasing that is the best use of their money (Hsee, 1999, Hsce, Zhang, Yu, &
Xi, 2003). Thercfore, because we believe that materialfexperiential consumplion impacts
hedonic, cudaimonic, and cconomic well-being differently (e.g., a purchase could improve
general happiness while doing little to increase eudnimonic well-being; see Howell & Hill,
20093, we will summanzc the costs and benefits that discretionary material and experiential
expenditures have on hedonic, cudaimonic, and value well-being. In omder to accomplish (his
goal, we organized our review of the material/experientiil consumption literature using an
experiential perspective where the consumption experience is divided into four major stages:
the preconsumption experience, the purchase experience, the cone consumption cxperience,
and the remembered consumption expericnee (Amould et al., 2002, Cardn & Cova, 2003).
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WHAT ARE THE DIFFERENCES IN MATERIAL AND EXPERIENTIAL
PURCHASES AT EACH OF THE FOUR STAGES OF
THE CONSUMPTION EXPERIENCE?

Although there are non-unitary definitions of the consumption experience, following the
dchnition outlined by Holbrook and Hirschman (1982), we dcfine the consumption
experience as any interaction between a consumer and a product or service. Given this broad
definition of a consumption experience, we focus on the subjective emotions consumers’
anticipate, cxpericnce, and remember (e.g., fun, pleasure; sce Addis & Holbrook, 2001,
Holbrook & Hirschman, 1982). This allows material and experiential consumplion to be more
naturally compared since consumers’ material and experiential purchases are ultimately both
stored in episodic memory and are susceplible to the memory biases that occur dunng the
coding and recollection of these consumption episodes (i.e., a mental representation of any
consumplion experience).

The consumption experience parallels three sources of hedonic well-being during
consumption: (a) pre-cxperience utility (1.c., anticipation of pleasure) overlaps with the pre-
consumption cxpencnce; (b) experienced utility (i.e., pleasure derived from any interaction
with the product or service) overlaps with the core consumption experience, and (c)
remembered utility (i.e., pleasure derived from recalling the consumption cpisode) overlaps
with the remembered consumption expericnce (Elster & Loewenstein, 1992; Kahneman,
1994, Locwenstcin, 1987), We summarize the matcnal/expeniential buying literature by
categorizing the results of previous studies based on the four major stages of the consumplion
experience {i.c., the preconsumption expericnee, the purchase cxperience, the core
consumption expericnce, and the remembered consumption experience; Amould et al,, 2002;
Cari & Cowva, 2003). To duate, most studies have focused on lhe preconsumplion and
remembered consumplion experiences (Capraricllo & Reis, 201 3),

Pre-consumption Experience

The consumption experience begins with the pre-consumption experience (i.c., the desire
and decision to make a specific purchase). During this sluge, consumers experience
anticipatory pleasure as they imagine and forecust their future well-being (be 1t hedonic,
cudaimonic, or cconomic). The preconsumption cxperience involves activities such as
planning, anticipating, and imugining future consumption (Armould ct al., 2002; Carl &
Cova, 2003). In previous material/experiential consumption studies, the pre-consumplion
cxpericaces have been cxamined across a varicty of hypothetical purchase paradigms
(Cupraricllo & Reis, 2013; Caner & Gilovich, 2010, 2012; Rosenzweig & Gilovich, 2012,
Van Boven & Gilovich, 2003) to assess individuals forecasting choices, purchasc
comparisons, and forecasted hedonie benefits and purchase regret.

Previous research demonsirates that when people are planning or forecasting their future
malerial and experiential purchases they: (a) will more likely select a life expenience instead
of a material item; (b) expect experiential purchases (compared to material purchases) will
provide more happiness when these purchases are far in the future (Van Boven & Gilovich,
2003); (c) are more likely to search for the “best” matenal item amongst many different
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options, compare their purchase with other items that could have been obtained, and fecl
dissatisfied with their material purchase after learning there were better matenal options
(Carter & Gilovich, 2010); (d) anficipaic experiencing different 1ypes of regret from their
material (i.c., regrets of action) and experiential (i.c., regrets of inaction) purchases
(Roscnzweig & Gilovich, 2012), and (c) belicve they will huve more fun talking about their
experiences rather than material possessions (Carter & Gilovich, 2012). These studies suggest
that fcmporal distance influences choices and anticipated hedonic well-being from expected
material and cxperiential purchuses. Also, life expeniences are less prone to delelerious
purchase comparisons cven when purchases are matched for cost and desirability as well as
when the same purchase was framed as more material or experiential (Carer & Gilovich,
2010). Finally, when people arc deciding 10 buy life experiences or matenal itemns, they may
consider the intensity of regret they would feel if they made, as opposc if they did not make, a
specific purchase (Rosenzweig & Gilovich, 2012). Interestingly, people also anticipate that
knowing about others’ experiences, compared to their material purchases, would provide
them with better and more uscful information about the buyer (Cuarter & Gilovich, 2012),

Purchase Experience

The purchase expericnce begins when an individual decides w buy something, pays for
their purchuse, and ends with the transfer of the good or service from the scller to the buyer
(Amould et al., 2002; Card & Covya, 2003). In the psychological literature, there is virtually
no rescarch examining the purchase expencnee or the interaction between the buyer and
seller. The reason for this is not entirely apparent. One reason may be that the duration of the
purchase experience is likely short and because of this, the purchase experience may not
strongly impact the overall consumption experience. For example, buying movie tickets, or
really any service, often involves a one minute interaction that is likely not important or
memorable. With that said, we would expect the purchase expenence 1o more heavily impact
the consumption experience when the interaction between the buyer and seller 1s long and
cmotional {c.g., when a waiter is impatient). For these transuactions, the purchase expericnce
may be unpleasant, and ultimately impact cither the core consumption expericnce, or more
likely, the remembered consumption experience. A sccond reason is that cxpericntial
purchases likely conflate the purchase experience with the core conswmplion expericnee. For
example, when going out to dinner with fricnds the actual transaction is nested within the
entire dinner experience. Regardless of why we know so little about the differcnces in the
purchasc experience when buying life experiences or material items, it is clear that this slage
in the consumption experience has largely been ignored and may be an interesting avenue for
future studics,

Core Consumption Experience

The core consumplion cxperience refers 1o the dircet interaction {(c.g., scnsing the Fabric
of your new clothes, the feclings associated with watching the movic) with the purchase,
including various scnsory, affective, and pleasurable reactions (Amould et al., 2002; Carll &
Cova, 2003). Becuuse the core consurmnption cxpericnce often impacts the feclings of
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satisfaction (or dissatisfaction ) with the purchase, it is arguubly the most important part of the
cntire consumplion expericnce. However, and perhaps surprisingly, with & few exceptions,
the real (ime hedonic cvaluations from interacting with the purchase have rarcly been dircctly
studied (sce Carter & Gilovich, 201 and Nicolao ct al., 2009 for two examples of cmpirical
investigations that came closest to asscssing the core-consumption expericnce).

For example, Carter and Gilovich (2010} attempted (0 measure hedonic well-being during
the core consumption experience, by randomly giving participants cither # pen (i.c., a material
item) or a bag of chips (i.c., a life experience) and then had participants cither compare their
matcrial or expericntial purchase 1o something inferior, superior, or similar to it. Although
comparisons 10 other purchases reduced satisfaction more for material posscssions compired
to expericntial purchases, the experienced hedonic well-being during the {wo-minulc core
consumplion cxpericnce was, unfortunately, not assessed. Also, Micolao et al. 2009)
measurced hedonic evaluations direcily after the core consumplion experience. In this study,
Nicolao and colleagues randomly assigned purticipants to consume either video clips, songs,
or video games (experiential purchases) or use (we assume) a set of pencils, a can holder, a
keychain, a ruler, a deck of cards, a screwdriver, or a small picture frame (material purchascs)
and report their hedonic well-being directly after the core consumption experience and their
remembered consumption experience for (wo weeks at various fime intervals (i.c., 1 minute, 7
minutes, | day, | week, and 2 week after the core consumption expenence). As a result, they
find that expeniential goods were associated with greater expenicnced hedonic well-being
dircctly after consumption, but they did not obtain real time hedonic evaluations during (he
corc consumption cxpericnce.

Why have so few studics cxamined the differences im the core consumption experience
between material and expenential purchases? We believe there we at least three reasons.
First, quite simply, it is mere difficult to measure experienced (i.c., real time) hedonic well-
being (let alone cudaimonic and cconomic value) of material and cxperiential purchases and
much casier to measure remembered hedonic well-being, We expect it is likely casier to
mecasure cxpencnced hedonic well-being tor life experiences (e.g., how cnjoyable is this
movie?) compared to malerial items (e.g., how much enjoyment are you cxperiencing while
wearing these clothes?). Sceond, it is difficult to determine when the core consumption
experience begins and ends for some purchases. The duration is not always clear, and again, il
is likely easier 10 determine beginning and end for life experiences (c.g., the duration of a
moavic) than it is for material purchases (c.g., how do we assess the core consumplion
cxperience for wearing clothing?). Third, despite the imporance of the core consumption
experience, most rescarchers argue that the remembered consumption cxperience is really
what people use when making future purchase decisions (Alba & Williarms, 2012; Kahneman,
201t), and this belief may bias rescarchers 1o focus on the remembered consumption
expericnce when the focus is predicling consumer behavior,

Remembered Consumption Experience

After the core consumption experience, people encode the experience into cpisodic
memory, and it becomes @ menta representation  (Kahneman, 2001). Therefore, the
remembered consumption experience, or nostalgia experience, is the experience and
cvaluation (c.g., as salisdactory, pleasurable, simple, extraordinary, clc.) the consumer has
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when thinking about, reliving, or remembering the pre<consumption cxpenence, the purchase
experience, and/or the core consumption experience (Amould et al,, 2002; Carmi & Cova,
2003). The lirst three stages of (he consumption expericnce arc ullimately aggregated into
cpisodic memory, so they are all susceplible to a host of systematic memory biascs. As
previous rescarchers have pointed out, there are often great differences between the actual
hedonic experience of an event and its retrospective evaluation (e.g., the peak-cnd-rule and
duration neglect, see Fredrickson, 2000; Fredrickson & Kahneman, 1993).

Regardless of the biases which influence the remembered consumption cxpericnce,
nearly every study which has examined the differences between material and expenential
purchascs has utilized a variation of these typical spending recollection designs that assess
consumer experiences retrospeclively. In all experimental studies, participants arc randomly
assigned 1o think about a recent material or experiential purchase (with some studics also
manipulating other {actors) and then remembered utility is assessed. The results of these
studics are robust—experiential purchases result in more remembered happiness and positive
cmotions than malerial purchases (Caprariclio & Reis, 201 3; Carter & Gilovich, 2010, 2012;
Howell & Hill, 2009; Millar & Thomas, 2009; Nicolao cf al., 2009; Yan Boven & Gilovich,
2003). Even highly materialistic individuals, who view material possessions as more
imporiant and sclf-relevant than life cxpeniences, recport feeling just as happy with their
experienlial purchases as prople with low matenalistic valves (Millar & Thomas, 2009).
Therefore, it appears that purchasing life expericnces, instcad of malerial items, is mote
beneficial to preducing happmess (Van Boven, 2005).

Unfortunately, the majority of studics in this arca of research have focused on hedonic
well-being. With the exception of Howell und Hill (2009) —who found that expericnces
contnbute more to the psychological need for relatedness—to our knowledge, no studies have
cxamined how experiential spending could impact cudaimonic well-being, It has been argued
thut purchases that provide grealer enjoymend, pleasure, and excilement lead to overall
improved qualily of life because they induce longer lasting positive effects, which can
“spillover” into higher eudaimonic well-being (Zhong & Miichell, 2010} However, it is not
clear if the “spillover” from hedonic to eudaimonic well-being pertains to both material and
cxperiential purchases or just one purchase type. Instead of examining different fonms of
well-being, given the consistent finding that experiential purchases muke people happicr than
material purchases, most rescarch to date has looked at why (i.e., mechanisms) and when (i.c.,
moderalors) experiential purchases result in more remembered happiness.

THE MEDIATORS AND MODERATORS OF REMEMBERED HAPPINESS

Using variations of thesc spending recollection designs to examine the remembered
consumption cxperience, rescarchers have determined many of thc mechunisms  and
moderators for the hedonic superiority of experiential purchases over material purchases. OF
all the potential mediators, lwo have received the most attention: the alignment of expericnces
with one’s identity and the enhanced social value of experiences (Cupraricilo & Reis, 201 3;
Carter & Gilovich, 2012; Kumar & Gilovich, 201 3).

For example, life experiences are likely to be a belter reflection of a person’s (rue
identity, whereas matenial purchases are often motivated by extrinsic goals with the aim of
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improving one's self-image (Carter & Gilovich, 2010, 2012; Ferraro, Escalas, & Bettmman,
201 1; Van Boven, 2005). Life experiences also satisfy psychological nceds by satisfying the
need for relatedness (Howell & Hill, 2009; Van Boven, 2005), while matenal purchascs
promote social comparisons that are detrimental to subjective well-being (Carter & Gilovich,
2010). Material items arc also less likely to be shared with others whereas life expenences are
more likely to be shared with others (Caprariello & Reis, 2013). Also, people are more likely
to draw upon memorics of experiential purchases than malterial ones when telling a life story
{Carter & Gilovich, 2012) and cxperiential purchases facilitate more story telling than
malerial purchases, allowing for higher quality social interactions (Kumar & Gilovich, 2013).
Finally, compared to material purchases, individuals adapt more slowly to life cxpericnces
(Nicoluao ct ul., 2009) and reinterpret them more positively over time {Van Boven & Gilovich,
2003), which is why material items may fail to provide long-asting psychological benefits.
Thus, as would be predicted by Sell-Determination Theory {Ryan & Deci, 2000), consuming
life expericnces leads 10 more remembered happiness by ullowing people to focus on the
intrinsic valucs of the expericnce itself, whereas secking happincss through matcrial
consumplion leads people to focus more on extnnsic factars (Carter & Gilovich, 2010).

There are a fow additional mediators that have been tested. For example, Carter and
Gilovich (2010) showed that people were more likely to adopt a maximizing strategy when
making material purchases and a salisficing strategy when making an experiential purchase.
Another mochanism that has received support is the finding that experiential purchases are
more likely 1o resull in regrets of inaction because expericniial purchascs are seen as more
unique and less interchangeable compared to material items (Rosenzweig & Gilovich, 2012).
Further, people tend to define themselves more in terms of their experiential purchascs than
material possessions and cling more closely to memories of their expericnces than material
purchascs (Carter & Gilovich, 2012). Additionally, pecople are more likely to mentally revisit
their experiences more than they arc 1o revisil memorties of material purchases (Van Boven &
Gilovich, 2003),

While rclatcdncss and identity satisfuction provide a mechanism for explaining why
malcrial items arc less likely to produce remembered happiness than life cxpenences, there
arc also a few characteristics of the purchase as well as the purchaser which moderate the
degree to which life experiences result in more remembered happiness. Three moderators
have been cxamined: (1) the valence of the purchase (a characteristic of the purchasc); (b)
malcrialistic values; and (¢) gender {both which are charactenistics of the purchaser). First,
one charxcteristic of the purchase that can reduce the expenential advantage is the cmotions
experienced during the core consumption experience. When the core consumplion experience
is negatively valenced (purchases do not turn out well, c.g., the food at the restaurant was nol
good or the pair of pants had a hidden rip), experiential purchases producc the same amount
of happiness as material purchases (Nicolao ef al., 2009). Individual’s remembered happiness
from expenential purchases that tum out poorly is the same as thal from material purchases
that turn oul poorly (Nicolao et al., 2009). Another moderator that has roccived some
altention is the materialistic values of the consumer. Rescarch shows that matenalistic
individuals derive similar levels of happiness from their malerial and experiential purchases
(Millar & Thomas, 2008, Nicolao ct al., 20089).

The final moderator that has been tested, gender, has produced fairly consistent results
that women derive more hedonic well-being from their life expeniences. For example, i a
nationwide survcy, women were more likely to indicale that expericnces made them happicr
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than material purchases (Van Boven & Gilovich, 2003); in another study, women were
happicr with their life cxperiecnces and men were happicr with their material ilems
(Capranicllo & Reis, 2013). Finally, women were more likely to draw their experiential
purchascs closer (o a circle representing themselves and were more likely to report they
would know more about a person through knowledge of their experiential purchases (Carter
& Gilovich, 2012). However, it is importamt to nole that sometimes gender shows no
moderating cffect in other samples, which confounds the issue (Capraricllo & Reis, 2013,
Carer & Gilovich, 2012).

L IMITATIONS AND FUTURE DIRECTIONS

Over the past 1) years, the empirical support for the experience recommendation—
spending your money on life experiences, instead of material itcms, will make you happier—
has been staggering. However, there have been limitations in previous work that should be
addressed by future rescarch.

One of the most frequently cited conceptual challenges in the material and expericntial
buying literature is an issue raiscd by Van Boven and Gilovich (2003) in their original article
on the topic—the not-so<clear<ot distinction between material and cxperiential purchascs.
Subsequent rescarchers have also pointed out that not all discretionary purchases fit nicely
into these two categories (see concerns raised by Carter & Gilovich, 2010, 2012; Nicolao o
al,, 2009; Roscnzweig & Gilovich, 2012; Van Boven, 2005; Van Boven & Gilovich, 2003).
Traditionally, experiential products {c.g., electronic devices, sports cquipment, and musical
instruments; that is, “material purchases that afford new life experiences™ (Van Boven and
Gilovich, 2003; p. 1201) are difficult to categorize as a material or expericntial purchase.
Ofien experiential products are simply ignored, eliminated, or lumped into cither a material or
cxperiential purchase during data analysis. Additionally, most studies explicitly told
participants (o disregard cxpericntial products, We propose thal rescarchers should, al the
very least, examine if experential products have similar hedonic benchits as life experiences
by randomly assigning participants to reflect on material purchases, experiential products, or
life experiences and assess their remembered happiness.

Second, given the prevalence of the spending recollection paradigm, most of the previous
rescarch has focused on the remembered consumplion experience and largely ignared the core
consumption experience. Many recognize this issue, and researchers have noted the limitation
of retrospective evaluation (Carter & Gilovich, 2010, 2012; Millar & Thomas, 2009, Van
Boven & Gilovich, 2003). Also, people’s experienced utility during the core consumplion
cxperience may, and very likely does, vary quite # bit from their remembered utility dunng
the remembered consumption expericnee (Kahneman, 2011}, Another limitation of using a
retrospective paradigm, besides the expected memory bias, is that life cxpericnces and
matcrial items may vary in how much they cost and the time elapsed between buying and
reporting happincss, both of which should impact hedonic ratings of satisfaction and
adaptation cffects (Nicolao ct al., 2009). Thus, we propose rescarchers conduct more studics
similar to those conducted by Carter and Gilovich (2010) as well as Nicolao et al, (2009) and
randomly assign parlicipants fo use a material good or expericnce a non-angible service in
which participants report their experienced utility and remembered utility.  Although
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measuring hedonic well-being directly after the experience may decrease memory binses and
provide a more accurate assessment of a consumplion episode, measuring well-being aficr the
purchase does not caplure experienced utility or the amoumt of hedonic value in the moment
(Kahneman ct al.,, 2003). Under this design, the parlicipant’s hedonic well-being from their
core consumplion experience could then be compared to the hedonic well-being from their
remcmbered consumpion expericnce.

Finally, if monecy is better invested in life experiences, the question of how much to
spend remains unanswered. One increasingly popular idea is that spending less monecy more
frequenily will result in the most overall well-being (Chancellor & Lyubomirsky, 2011; Dunn
ct al, 2011; Zhong & Mitchell, 2010). Unfortunately, experiential consumption studics
typically have a maximum cost threshold for purchases ranging from $30 1o $200 (Howell &
Hill, 2009, Millar & Thomas, 2009; Micolao et al., 2009; Yan Boven & Gilovich, 2003), so
there is not strong empincal supporl for the assertion that cost 1s unrelated lo hedonic well-
being. Instead, this idea, based on hedonic adaptation, argues that people’s emotions fade
away quickly with the person retuming to their onginal cmotional bascline after the
cxperience which lead s people 1o scck oul the next short-lived emotional spike in an endless
cycle (Brickman & Cuampbell, 1971, Dicner, Lucas, & Scollon, 2006). Thus, the straiegy to
spend less money more frequently relics on the assumplion that adaptation occurs at the same
ralc for cheap and expensive purchuses. Rescarchers (heorize that one inexpensive purchiase
shortly followed by another inexpensive purchase would create relatively consistent posifive
affect, which would be quite similar 1o the effect produced by a single more expensive
purchase. These assumpltions, however, lack empirical suppon.

On the other hand, there is cvidence that suggests adaptation may nor occur at the same
ratc for cheap and expensive purchases. H has been shown that hedonic adaptation not only
occurs at varying rates, but also at different intensitics and in different directions (Dicner et
al,, 2006). Although frequently consumed incxpensive purchases may allow the buyer (o
cxpericnce increased well-being more frequently (Dunn et al,, 2011, Zhong & Mitchell,
2010), the hcdonic bencefit may oceur as a result of the frequency rather than the intensity of
that purchase. If' the individual were to make a more expensive purchase, onc could
cxpericnce a higher spike in well-being. It may also take the individual a longer period of
time lo adapt to the more expensive purchase. Finally, the beliel that inexpensive purchases
will lead to continued positive affect relies an people’s overall well-being to be a funclion of
cxpericnced wtility and not remembered utility. However, the opposite tends to be true.
Overall, it is unclear whether or not purchase cost will differentially impact the intensity and
duration of the hedonic well-being associated with the material and experiential purchascs.

CONCLUSION

Because of the weak relationship between income and well-being, rescarchers have
become interested in the relationship between consumer choices, specifically material and
cxperiendial choices, and well-being. More often than not, expenditures do not contribute as
much greater well being. It has been suggested that this occurs because peoplc use their
moncy in the wiong ways or on the wrong things (Dunn e al,, 2011). Also, it has been
suggested that one reason materialistic individuals may experience less life satisfaction is that
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they are less likely 1o make cxperiential consumption choices (Tatzel, 2003). It appears we
can safely say that spending moncy on life events and activilies, instead of material items,
contributes to grealer remembered well-being, However, there are many parts of the
consumplion expericnce that have not been examined, and af a time when consumers arc
surrounded by spending opportunitics, a more thorough understanding of the differences
between material and experiential purchascs across the entire consumplion expericnce is
imperative in order to help people optimize their spending decisions.

REFERENCES

Addis, M., & Holbrock, M. B. (2001). On the conceptual link between mass customisation
and cxpericntial consumption: an explosion of subjectivity, Jowrnal of Consumer
Behaviour, 1(1), S066.

Aknin, L. B., Norton, M. L, & Dunn, E. W. (2009). From wcalth to well-being? Moncy
malters, but less than people think. The Journal of FPositive Psychology, 463, 523-527.
Alba, J. W., & Williams, E. F. (2012). Plcasurc principles: a review of rescarch on hedonic

conswimption. Journal of Consumer Psychalogy, 23(1), 2-18.

Amould, E. J., Price, L., & Zinkhan, G. M. (2002). Consumers: McGraw-Hill/Irwin,

Bochm, J. K., Lyubomirsky, S., & Sheldon, K. M. (2011). A longitudinal cxperimental study
comparing the cffcctivencss of happincss-cnhancing strategics in Anglo Americans and
Asian Americans, Cognition & Emotion, 25(7), 1263-1272.

Brickman, P., & Campbcll, D. T. (1971). Hedonic relativism and planning the good saciety.
Paper presented at the Adaplation-level theory: A symposivm.

Capraricllo, P. A., & Reis, H. T. (2013). To do, to have, or to share? Valuing expericnces
over malerial posscssions depends on the involvement of others. Journal of Personality
and Social Psychology, 104(2), 199-215.

Carler, T. J., & Gilovich, T. (2010). The relative relativity of matenial and expericrtial
purchascs. Journal of Personality and Social Psychology, 98(1), 146,

Carter, T. J., & Gilovich, T. (20123 | am what [ do, not what 1 have: The differential
centrality of experiential and material purchases to the self. Jowrnal of Personafity and
Social Pxychology, 102(6), 1304,

Cari, A., & Cova, B. (2003). Revisiting Consumption Expericnce A Morc Humble but
Complete View of the Concepl. Marketing Theory, 3(2), 267-286.

Chancellor, J., & Lyubomirsky, S. (2011). Happiness and thrift: When (spending) less is
(hedonically) more. Journal of Consumer Psychology, 21(2), 131,

Dhar, R., & Wertenbroch, K. (2000), Consumer choice between hedonic and utilitarian
goods. Journa! of Marketing Research, 60-71,

Dicncr, E. (2000), The scicnce ol happiness and a proposal for a national index. American
Psychologist, 55(1), 34-43.

Dicner, E., & Biswas-Dicner, R. (2002). Will moncy increase subjective well-being? Social
Indicators Research, 57(2), 119-169.

Diencr, E., Lucas, R., & Scollon, C. (2006). Beyond the hedonic treadmill: Revising the
adaptation theory of well being. American Psychologist, 61(4), 305-314.

Columbus, Alexandra M.. Advancesin Psychology Research, Volume 98.
Hauppauge, NY, USA: Nova Science Publishers, Inc., 2013. p 81.
http://site.ebrary.com/lib/rsu/Doc?id=107693698&ppg=81

http:/site.ebrary.com/lib/rsu/docPrint.action?encrypted=e137f7a73a14039ff0a12ababadd1cc2eb5051154bf72¢ 1708d77191 25ebdB882114ad94551b7f10866145170...  21/28



4/18/2014 Advances in Psychology Research, Volume 98

68 Ryan T. Howell and Darwin A. Guevarra

Dicner, E., Ng, W, Harter, I., & Arora, R. (2010). Wealth and happincss across the world:
material prosperity predicts life evaluation, whereas psychosocial prospenty predicts
positive fecling. Journal of Personalfity and Social Psychology. 99(1), 52.

Dicner, E., & Scligman, M. E. (2004). Beyond moncy foward an economy of well-being.
Pyychological Science in the Public Interest, 5(1), 1-31.

Dunn, E. W, Gilbert, D. T., & Wilson, T. D. (201 1). If money doesn't make you happy, then
you probably arcn't spending it right. Jowrnal of Consumer Psychofogy, 202}, 115.

Elster, J., & Locwenstcin, G. (1992). Ullity from memory and anticipation. In G,
Locwenstein & J. Elster (Eds.), Choice over time (pp. 213-234): New York: Russcll Sage.

Ferruro, R., Escalas, E. E., & Bettman, J. R. (201 1), Our possessions, our selves: Domains of
sclf-worth and the posscssion-sclf link. Journal of Consumer Psychology, 21(2), 167-177.

Franco, L. 2004). A Marketers Guide o Discretionary Income. Paper presented at the
Conference Board, Consumer Rescarch Cenler.

Fredrickson, B. L. (20000). Extracting meaning from past affective expeniences: The
importance of peaks, ends, and specific emotions. Cognition & Emotion, 14(4), 577606,

Fredrickson, B. L., & Kahneman, D. {1993). Duration neglect in retrospective cvaluations of
affective episodes. Journal of Personality and Social Psychology, 65(1), 45-55.

Fromm, E. (1976). Te ficnwe and 1o be. Toronto: Bantam,

Holbrook, M. B., & Hirschman, E. C. (1982). The expeniential aspects of consumption:
consumer fantasics, feclings, and fun. Jonrna! of Consumer Research, 132-140.

Howell, R. T., & Hill, G. (2009). The mediators of experiential purchases: Determining the
impact of psychological needs satisfaction and social comparison. The Journal of Positive
Psychology, 4(6), 511-522.

Howell, R. T., & Howell, C. J. (2008). The relation of cconomic status o subjective well-
being in developing countries: A meta-analysis. Psychiological Bufletin, 134(4), 536.
Howell, R. T., Pchelin, P, & lyer, R. (2012). The prefercnce for experiences aver
posscssions: Measurement and construct validation of the Experiential Buying Tendency

Scale. The Journal of Positive Psychology, 7(1), 57-71.

Hsee, C. K. (1999). Value secking and prediction-decision inconsistency: Why don't people
take what they predict they'll like the most? Psychonomic Bulletin & Review, 6(4), 355-
561,

Hsee, C. K., & Rottenstreich, Y. (2004). Music, pandas, and muggers: On the affective
psychology of value. Jouranal of Experimental Psychology-General, 133(1), 23-29.

Hsee, C. K., Zhang, 1., Yu, F,, & Xi, Y. (2003). Lay rationalism and inconsistency between
predicted experience and decision. Journal of Behavioval Decision Making, 16(4), 257-
272,

Kahncman, D. {1994). New challenges 10 the rationality assumption. Joeurnal of Institutional
and Thearetical Economics, 150, 18-36.

Kahneman, D. (201 }). Thirking. fast and siow: Farrar, Straus and Giroux,

Kahneman, D., Dicner, E., & Schwarz, N. (2003). Weil-being: The joundations of hedonic
psychology: Russell Sage Foundation.

Kumar, A., & Gilovich, T. (2013). We'll always have Paris: Differential story ufility from
cxperiential and material purchases. Maruscript in preparation.

Locwenstein, G. (1987). Anticipation and the valuation of delayed consumption. The
Economic Journal, 97(387), 666-684.

Columbus, Alexandra M.. Advancesin Psychology Research, Volume 98.
Hauppauge, NY, USA: Nova Science Publishers, Inc., 2013. p 82.
http://site.ebrary.com/lib/rsu/Doc?id=10769369&ppg=82

hitp://site.ebrary.comvlib/rswdocPrint.action?encrypted=e137f7a73a14039ff0a12abaSadd1cc2eb5051f54bf72¢ 1708d7719125ebd862114ad94551b7110866145170...  23/28



4/18/2014 Advances in Psychology Research, Volume 98

Buying Happiness 69

Lyubomirsky, S., King, L., & Diener, E. (2005). The benefits of frequent positive affect: does
happiness lead to success? Pyychological Bullerin, 131(6), 803.

Lyubomirsky, S., Shelden, K. M., & Schkade, D. (2005). Pursuing happincss: The
archilecture of sustainable change. Review of General Psychology, 92), 111-131

Maslow, A. (1954). Motivation and Personality. New Yok, Haper & Brothers,

McCullough, M. E., Emmons, R. A, & Tsang, J.-A. (2002}, The grateful disposition: A
conceptual and empirical topography. Jowrnal of Personality and Social Psychology.
82¢1), 112127,

Millar, M., & Thomas, R. (2009). Discretionary activily and happiness: The role of
materialism, Journal of Research in Personality, 43(4), 699-702.

Nicolao, L., Irwin, J. R, & Goodman, J. K. (2009). Happiness for sale: Do expencntial
purchascs make consumers happicr than material purchases? Jowrmal of Consumer
Research, 36(2), 188-198.

Pro, U. N. D. (1998). Human Development Report 1998 Human Development Report.

Rosenzweig, E., & Gilovich, T. {2012). Buyer's remorse or missed opportunity? Differential
regrcts for matenal and experiential purchases. Jonwmnal of Persenality and Social
Psychology, 102(2),215-223.

Ryan, R. M., & Deci, E. L. (2000). Sclf-determination theory and the facilitation of intrinsic
motivation, social development, and well -being. Ame rican Psychologist, 55(1), 68-78.
Ryan, R. M., & Deci, E. L. (2001). On happiness and human potentials: A review of rescarch
on hedonic and cudaimonic well-being. Arnual review of psychofogy. 52(1), 141-166.
Tatzel, M. (2003). The art of buying: Coming to terms with moncy and materialism. Journal

of Happiness Studies, 4(4), 405-435.

Van Boven, L. (2005). Experientialism, materialism, and the pursuit of happiness. Review of
General Psychology, 9(2), 132.

Van Boven, L., & Gilovich, T. (2003). To do or 1o have? That is the question. Jeurnal of
FPersonality and Social Psychology, 85(6), 1193-1202,

Wood, A. M., Froh, 1. ], & Geraghty, A. W. {2010). Gratitude and well-being: A review and
theoretical integration. Clinical Pyychology Review, 30(7), 8909035,

Zhong,J. Y., & Mitchell, V.-W. {2010). A mechanism model of the effect of hedonic product
consumplion on well-being. Jorrna! of Consamer Psychology, 2002), 152-162.

Columbus, Alexandra M.. Advancesin Psychology Research, Volume 98.
Hauppauge, NY, USA: Nova Science Publishers, Inc., 2013. p 83.
http://site.ebrary.com/lib/rsu/Doc?id=10769369&ppg=83

http://site.ebrary.comlib/rswdocPrint.action?encrypted=e137f7a73a14039ff0a12ababadd1cc2eb5051f54bf72c1708d7719125ebd882114ad94551b7110866145170...  25/28



