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Spending is influenced by many factors. One that has received little attention is the meaning that
people give to the act of spending. Spending money might imply that someone is relatively
wealthy—since they have money to spend—or relatively poor—since spending can deplete
assets. We show that people differ in the extent to which they believe that spending implies
wealth (SIW beliefs). We develop a scale to measure these beliefs and find that people who more
strongly believe that spending implies wealth spend their own money relatively lavishly and are,
on average, more financially vulnerable. We find correlational evidence for these relationships
using objective financial-transaction data, including over 2 million transaction records from the
bank accounts of over 2,000 users of a money management app, as well as self-reported financial
well-being. We also find experimental evidence by manipulating SIW beliefs and observing
causal effects on spending intentions. These results show how underlying beliefs about the link
between spending and wealth play a role in consumption decisions, and point to beliefs about the
meaning of spending as a fruitful direction for further research.

Keywords: consumer finance, financial beliefs, financial vulnerability, financial fragility,
conspicuous consumption
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Consumers regularly spend beyond their means. American consumers have been
described as being on “an extended shopping spree: the ratio of personal outlays to disposable
income rose from below 90 percent in the early 1980s to nearly 100 percent in 2007” (Cynamon
and Fazzari 2008, 1). Since the early 2000s, aggregate household debt in the U.S. has been
higher than disposable personal income (Dynan, Mian, and Pence 2012). These problems are not
unique to the United States; like Americans, between a fifth and a half of respondents in seven
European countries reported being unable to come up with the equivalent of $2000 for an
emergency (Lusardi, Schneider, and Tufano 2011). While some of these consumers have very
low incomes, others are financially vulnerable because they spend beyond their means.
Spending is influenced by many factors. One that has so far received little attention is the
meaning that people give to the act of spending. Our research examines this meaning, focusing
specifically on beliefs about the extent to which higher spending implies that the spender has
more wealth (beliefs that Spending Implies Wealth, or “SIW beliefs”). We find that people
differ; about a third of our respondents agree that higher spending implies greater wealth, while
two-thirds are inclined to disagree. Variation in these beliefs about whether spending implies
wealth are not interchangeable with beliefs about other meanings of spending (like whether it
implies self-control or saving). We further find that SIW beliefs are not redundant with other
constructs that influence spending, like materialism, financial literacy, or self-control.
Importantly, we demonstrate downstream consequences: consumers with stronger SIW beliefs
spend more lavishly (controlling for their income) and are more financially vulnerable. Finally,
we show that interventions which change SIW beliefs impact spending intentions. Our work
demonstrates that the largely unexplored area of beliefs about the meaning of spending can
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provide additional explanatory power in understanding who spends beyond their means, and
why.

WHAT INFLUENCES SPENDING?

Research in consumer behavior and marketing has speculated about many causes of
higher spending. Some research describes the relation of resources to spending: As income
increases, so does spending (Carroll 1997; Friedman 1957), albeit at different rates on different
types of goods (Currid-Halkett 2017). Other research describes which types of people spend
more, and how spending is related to personality traits (Fenton-O’Creevy and Furnham 2019;
Weston et al. 2019), financial literacy (Fernandes, Lynch Jr, and Netemeyer 2014), sensation
seeking (Wong and Carducci 1991), and materialism (Watson 2003). Still other work identifies
situations that lead to higher spending, such as arguing that men spend more in times when there
are more men relative to women (Griskevicius et al. 2012). Some explanations for high spending
are supported by both individual differences and situational influences. One example is the
argument that high spending represents a failure to engage self-control, which has been used to
explain over-spending in general (Laibson 1997; O’Donoghue and Rabin 1999; Thaler and
Shefrin 1981), and also to predict the situations in which people, with self-control resources
depleted, are likely to spend more and save less (Baumeister 2002; Vohs and Faber 2003).
One theme that is relatively unexplored in these various approaches is the question of
what meaning the act of spending has for consumers. Money itself means different things to
different people (e.g., security versus freedom, Furnham, Wilson, and Telford 2012), so the same
may be true for the act of spending. As actions can acquire meanings that are separate from the
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outcomes those actions produce (Dayan and Berridge 2014), the act of spending is likely to have
meanings that go beyond acquisition. And, a better understanding of the meaning of spending
may provide further insight into high spending and financial vulnerability.

THE MEANING OF SPENDING

One way to uncover what spending means is to ask what people think about others who
spend. For instance, self-described “spenders” were seen as lower in self-control, and hence as
less attractive romantic partners—although more exciting—than self-described “savers” (Olson
and Rick 2017). Thus, for many people spending might mean excitement, and saving might
mean self-control. Similarly, asked to explain why some people in the United States are rich and
others poor, some adolescents made statements like: “[The rich] have a lot of money” or “They
might be poor because they waste their money on junk” (Flanagan et al. 2014). Such work
suggests that spending can be interpreted in multiple ways: it might imply wealth, and it might
also imply that one is—or is likely to become—poor because of wasting money.
As is clear from the examples above, there are many different meanings that people may
assign to spending. We focus on the belief that spending implies wealth, because this represents
a core and fundamental understanding that is likely to impact financial vulnerability. Some
people, or people in some situations, may believe that higher spending implies greater wealth,
since spending demonstrates the ability to spend. Others may believe that spending is
uninformative about wealth; that spending does not imply higher or lower wealth. Still others
might believe that higher spending implies lower wealth, since many forms of spending deplete
the spender’s assets. We conceptualize these beliefs as falling along a spectrum, ranging from
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low to high: that is, from the belief that there is a negative correlation between spending and
wealth, to no correlation, to a strong positive correlation. We refer to this as a spectrum of
spending implies wealth (SIW) beliefs.
Beliefs about whether spending implies wealth can be seen as a type of lay theory, or a
belief about how aspects of the world work. Unlike attitudes or values, lay theories need not be
evaluative—they do not necessarily indicate a behavior like spending is good or bad—they can
be simply descriptive, telling “how things work” in ways that allow observers to make sense of
ambiguous behavior and outcomes (Hong, Levy, and Chiu 2001; Plaks, Levy, and Dweck 2009).
In this way, SIW beliefs, which capture the relationship between two things (spending and
wealth), are different from most constructs previously studied in financial decision making,
which are about one thing (income, financial knowledge, self-control, etc.).
Because SIW beliefs represent a fundamental inference people draw from spending, they
may influence a person’s own financial behavior and outcomes. We expected that within their
own resource constraints, many people would spend in the way that they believe the rich spend.
Many people aspire to be rich (Nickerson et al. 2003; Richins and Dawson 1992; Schwartz
1992); indeed, in English the word “rich” is inherently positive (synonyms include plentiful,
abundant, well-off) and its opposite “poor” is inherently negative (synonyms include bad,
deficient, pitiful). People believe the wealthier are more competent (Durante, Tablante, and Fiske
2017), happier, more satisfied with their lives, and healthier than the poor (Varnum 2013),
although they see the poor as warmer (Durante et al. 2017). Adults have an implicit preference
for rich over poor (Horwitz and Dovidio 2017) and negative attitudes toward the poor compared
to the middle-class (Cozzarelli, Wilkinson, and Tagler 2001). Because most people find being
rich more appealing than being poor, they are likely to act the way that they believe the rich act,
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to the extent that their own resources allow. Accordingly, we predicted that people with strong
SIW beliefs (i.e., those who believe that the wealthy spend a lot) would, themselves, spend more
lavishly.
We are not arguing that everyone who endorses a strong SIW belief will spend “beyond
their means;” rather, we expect a strong SIW belief to lead people to spend more—more
lavishly—than they otherwise would. Downstream, those who spend more lavishly (holding their
income constant) will have less set aside in savings, may thus be more likely to struggle to meet
their financial commitments, and may become financially vulnerable in terms of inability to fund
emergency expenses. Because of the lavish spending habits that we expected to observe, we also
predicted that people with stronger SIW beliefs would be more financially vulnerable, reporting
lower levels of financial well-being and holding less in savings, compared to those who are
demographically similar but have weaker SIW beliefs.

THE PRESENT RESEARCH

We investigated these hypotheses across six studies. First, we asked whether SIW beliefs
predicted variation in actual financial transactions (study 1). We then manipulated SIW beliefs to
show a causal effect on financial behaviors (study 2). Together, these two studies show that SIW
beliefs have meaningful consequences. We then developed a scale to better measure individual
differences in SIW beliefs (studies 3-5). While developing the scale, we examined whether SIW
beliefs covaried with other beliefs about the meaning of spending, such as the extent to which it
is wasteful, as well as beliefs about the meaning of not spending, such as whether it implies a
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preference for saving. A final study (study 6) used the scale and an intervention together to
predict a meaningful spending outcome.
This work contributes to several bodies of research. First, it adds to the literature on
status signaling and status inferences. Until recently, much more was known about signal
sending—when and how conspicuous consumption is used to signal wealth and status (e.g., Han,
Nunes, and Drèze 2010; Veblen 1899)—than signal receipt. One paper that did examine signal
receipt found that consumers perceive sellers who consume conspicuously to be more competent,
probably because these sellers seem wealthier (Scott, Mende, and Bolton 2013). We build on that
work by directly measuring perceived wealth as a function of spending, showing that only some
people are inclined to see higher spending as indicative of wealth, and further finding that these
inferences predict financial vulnerability. By doing so, our research also contributes to research
on consumer financial well-being (Greenberg and Hershfield 2019; Lynch Jr 2011; Netemeyer et
al. 2018). As other recent work has begun to do (e.g., Chowdhry and Dholakia 2020) we show
that financial well-being is shaped by psychological beliefs and not merely knowledge. This
idea, and our findings, contributes to debates on policy measures that may improve consumer
well-being, as we discuss in more detail at the end of the paper.

STUDY 1: SIW BELIEFS AND OBJECTIVE FINANCIAL MEASURES

We assessed the predictive link between SIW beliefs and outcomes in a field setting with
high ecological validity, using over 2 million transaction records from the bank accounts of over
2,000 participants. This dataset was collected in collaboration with a UK-based money
management app. The service provides users with an online financial dashboard by aggregating
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all debit (outgoing) and credit (incoming) transactions across a customer’s bank accounts (e.g.,
checking accounts and credit cards). Consumers may—but are unlikely to—have other accounts
they do not aggregate through this application, because the software’s primary use is to track
finances across all accounts that one uses to spend money. Thus, we believe the data capture all
spending for most participants, apart from any cash transactions.
We measured users’ SIW beliefs in a survey and paired these responses with their
account data. To test whether people with stronger SIW beliefs spent less frugally and displayed
signs of greater financial vulnerability, we constructed measures of lavish spending (i.e.,
proportion of spending that was in relatively extravagant categories) and financial vulnerability
(i.e., lower savings and investments) from the transaction records.

Method

Participants. In June 2017, app customers received an emailed request to take part in a
research study, for the chance to win a tablet computer. In total, 2,232 people completed the
relevant survey items and consented to having their responses matched with their personal
transaction data. The available number of transaction data-linked survey responses determined
the sample size. The dataset contains over 2 million individual transaction records in total, over a
12-month study period. All customer data were anonymized before being analyzed (IRB:
13463/001).
Demographic information on users was limited. Age was collected from the date of birth
provided when registering with the service (M = 38 years, SD = 14.50, Range = 18-87). The
service does not collect data on gender; instead, gender was derived by running the first names of
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account users through a names database, which identified gender in just over half of the cases
(Male = 42.2%, Female = 12.9%, Not known = 44.9%). Annual income was a self-reported
measure taken when users signed up to the service, with nine categories ranging from less than
£10k (approximately $13,000) to greater than £80k (approximately $105,000) in £10k
increments. The modal response was £20-30k (35.3%), which corresponds with the median pretax income in the UK of £26,300 for the 2015/16 financial year (Office for National Statistics
2017). A small portion of participants did not self-report their income (206, 9.2% of total).
Procedure and measures. Constraints in the field setting meant we measured SIW beliefs
with a single item: “I think people who spend more are wealthier than people who spend less” (1
= strongly disagree, 7 = strongly agree). Responses ranged from 1 to 7 (M = 3.06, SD = 1.46).
All purchases and withdrawals made by participants across their registered bank accounts
were recorded for the year preceding the survey date. Individual transactions were automatically
labelled with one of 277 spending categories (e.g., “Petrol,” “Golf,” “Investments”); users could
also manually update the labelling of a transaction. The amount spent (in British pounds) in each
category was aggregated over the 12 months of available data for each participant. The extent to
which spending is lavish as opposed to frugal is primarily determined by the amount spent rather
than where it is spent—for instance, one can be lavish or frugal at the grocery store. However,
some categories more naturally lend themselves to lavish spending, because the prices of goods
tend to be high.
To identify these categories and construct measures of lavish spending from the
transaction data we had for each participant, we recruited a new set of British adults and had
them rate each category, using a procedure preregistered at https://aspredicted.org/yz9xg.pdf.
After removing four raters who failed an attention check, the ratings were based on 84 people
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(74% female, 26% male; Mage = 39.3 years, SD = 12.5). Each rater was presented with each of
the 277 bank-reported spending categories, in random order, and asked, “When a person spends
money on this category, does it suggest they are more frugal/thrifty or more lavish/extravagant?”
(1 = very frugal, 7 = very lavish).
Our primary indicator of lavish spending was the proportion of overall spending from a
person’s account that was in categories categorized as lavish. As preregistered, categories with
average ratings higher than 1 SD above the mean rated lavishness (M = 4.94) were considered
lavish. These categories included “Designer Clothes” (M = 6.27), “Jewelry” (M = 5.82), and
“Flights” (M = 5.39). See Web Appendix (table W2) for the categories and ratings. We
aggregated spending across the lavish categories to create a total amount of spending on lavish
goods (M = £3,508.79, SD = 4761.77). We then divided this number by the individual’s total
spending recorded by the app during the year, to create a proportion of their spending that was
lavish, which we used as our objective indicator of lavish spending. With this measure, people
spent around 8% of their total budget on lavish goods (M = .078, SD = .08, Median = .055,
Range = 0-0.977). The Web Appendix (section B) describes an alternative approach to
calculating lavish spending, based on weighting each category by its rating, which produced
converging results.
In addition to lavish spending, we were interested in financial vulnerability. Because
these data reflect transactions rather than assets, as an objective indicator of financial
vulnerability we summed the amount the user saved or invested during the year preceding the
survey by aggregating all categories that included the words savings or investments; for example,
“General Savings,” “Investment Other,” and “Pension or Investments” (M = £7,415.64, SD =
£30,630.16, Median = £2.78, Range = £0-645,974; 49.7% of respondents had zero savings or
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investments on this measure). Scores were log transformed, after adding 1 to each response, prior
to analysis. Higher values here indicated the user was less financially vulnerable (because they
had more funds available in case of emergency).
Users may have pre-existing savings and investments which they did not add to during
the year, and therefore we also included self-reported total savings and investments as an
additional measure of financial vulnerability. These were categorical measures, asked separately
for both savings and investments, with a 9-point response scale (1 = £0, 2 = £1-100, 3 = £100500, 4 = £500-£1000, 5 = £1000-£5000, 6 = £5000-£10,000, 7 = £10,000-£50,000, 8 = £50,000£100,000, 9 = £100,000+). We added together the questions about savings and about investments,
providing an ordinal score ranging between 2 and 18 (M = 8.79, SD = 4.57). This self-reported
measure of savings and investments was correlated with the objective measure calculated from
the account data r(2205) = .28, p < .001.
Finally, as a second complement to the objective indicator of financial vulnerability, we
administered a five-item financial well-being scale designed by the US Consumer Financial
Protection Bureau (Consumer Financial Protection Bureau 2017; Netemeyer et al. 2018). Sample
items include “My finances control my life” and “Because of my money situation, I feel like I
will never have the things I want in life.” We averaged scale responses (1 = strongly disagree, 7
= strongly agree) and coded the scale so that higher numbers represent greater financial
wellbeing (M = 4.37, SD = 1.22, α = .79).

Results and Discussion

Bivariate correlations between the study variables are in the Web Appendix (table W1).
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Lavish spending. We first asked whether respondents with stronger SIW beliefs spent
their money more lavishly. We employed a fractional logit model because our preregistered
measure of lavish spending was a proportion of total spending (bound between 0 and 1), and we
included age, gender, and self-reported income as control variables. All predictors were entered
simultaneously, and all regression coefficients reported here and in the later studies are
unstandardized. As summarized in table 1, people with stronger SIW beliefs spent money on
more lavish goods and services (b = .044, z(2020) = 2.45, p = .014, CI95% = .01, .08). One might
wonder whether it is appropriate to include ‘flights’ in the lavish spending category, because
flights could also represent a business expense. After removing flights we find no change in our
reported result (b = .047, z(2020) = 2.67, p = .008, CI95%= .01, .08).
To give a feeling for the size of the effect, extrapolating from the model in table 1,
respondents high in SIW beliefs (1 SD above the mean) are predicted to spend nearly 13% more
as a proportion on lavish goods than those with low SIW beliefs (1 SD below). When estimating
spending as a raw amount, this equates to spending £296 (~$400) more each year on lavish
goods and services.
----------------------------------Insert Table 1 about here
-----------------------------------Lavish spending is typically also more conspicuous. We expected that SIW beliefs
predict lavish spending, but not solely spending on conspicuous goods. Even if others are unable
to observe spending, acting in a way that is consistent with how one believes the successful act is
likely to feel more psychologically satisfying (Turner 1991). In research studies, the average
participant believes the wealthier are more competent (Durante et al. 2017) and more satisfied
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with their lives (Varnum 2013). This perceived link between wealth and success may mean that
people, in general, are inclined to emulate the way they believe the wealthy act. To give an
example, if you believe that wealthy and successful people do not bring lunch from home, eating
at your desk out of a Tupperware box may feel like something to avoid even if your office door
is shut and your consumption would be inconspicuous. We collected additional ratings and
conducted additional analyses, reported in the Web Appendix (section C), investigating the type
of lavish spending (i.e., conspicuous or inconspicuous), and finding that SIW beliefs predict
lavish spending not merely because of a confound between lavish and conspicuous spending.
Financial vulnerability. We next asked whether respondents with stronger SIW beliefs
displayed greater financial vulnerability. As summarized in table 2, participants with a stronger
SIW belief saved and invested less, on a trend level, as measured by their account data (b = -.11,
t(2020) = -1.77, p = .077, CI95% = -0.23, 0.01). Using the self-reported total savings and
investments yielded similar results (b = -.15, t(2020) = -2.26, p = .024, CI95% = -0.27, -0.02).
Converting the self-reported categories into monetary amounts, a person with strong (+1SD)
SIW beliefs would be expected to have savings £1517.85 (nearly $2000) lower than someone
with weak (-1SD) SIW beliefs, suggesting individuals with stronger SIW beliefs were more
financially vulnerable. Finally, using the measure of financial wellbeing from the CFPB as the
dependent variable, we found a consistent result: Participants with stronger SIW beliefs reported
lower financial well-being (b = -.14, t(2020) = 7.81, p < .001, CI95% = -0.11, -0.17). We plot the
estimated regression slope in figure 1 for financial wellbeing (model 4).
----------------------------------Insert Table 2 about here
-----------------------------------
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----------------------------------Insert Figure 1 about here
----------------------------------In sum, an analysis of banking transaction data suggests that subjective beliefs about how
spending implies wealth help to predict objective spending and financial vulnerability.
Consumers who viewed higher spending as more indicative of wealth spent proportionately more
of their money on lavish goods, and they also had less savings and investments, making them
more financially vulnerable. However, this study cannot establish the causal direction of the
relation between beliefs and outcomes. That is, although we hypothesized that beliefs about the
meaning of spending shape spending decisions and financial outcomes, it is possible that people
who spend lavishly, or who find themselves financially vulnerable, come to believe that the
wealthy spend a lot. To guide our further studies, it was important to know whether SIW beliefs
do in fact have a causal effect on spending decisions. If they do, they may be a useful target for
interventions; if not, then interventions targeting beliefs about spending and wealth to change
financial vulnerability would be misguided. Accordingly, we next collected causal evidence by
manipulating SIW beliefs and observing effects on the lavish spending that contributes to
financial vulnerability.

STUDY 2: MANIPULATING SIW BELIEFS

Asking whether SIW beliefs have a causal influence on financial behavior requires
manipulating these beliefs. Fortunately, such beliefs, which we conceptualize as a type of lay
theory, are not necessarily stable over time (Poon and Koehler 2008). The malleability of lay
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theories underpins interventions that try to change outcomes such as academic achievement via
changes to beliefs about the nature of intelligence (Yeager et al. 2016). Lay theories are most
often experimentally manipulated by presenting people with persuasive information, frequently
in the form of an article that makes a case consistent with one or another lay theory (Wilson and
English 2017). We followed this approach, giving participants persuasive information about how
spending and wealth are related that was consistent with either a weak or strong SIW belief. We
predicted that this manipulation would affect their intention to spend frugally versus lavishly.

Method

Participants and design. The design and analyses were preregistered at
https://aspredicted.org/wy35e.pdf. We used Prolific Academic (Prolific.ac) to recruit 1,600 UK
citizens for £1 each. There were 1,626 complete responses; per the preregistration we excluded
31 who failed an attention check, leaving 1,595 respondents (67% female, 32% male, < 1%
other) ages 18-86 (M = 36 years, SD = 12.55) with modal net annual household income of
£18.5k-£37k. Participants were randomly assigned to a weak or strong SIW belief condition.
Procedure and measures. After initial measures (see Web Appendix, section K),
participants were presented with a scanned page of a newspaper article (masthead Phoenix
Tribune, dated March 4, 2019) and were asked to read the first article on the page. They were
told, “We are interested in whether the text in the scan is legible. At the bottom of the article you
are asked three questions about it. Please do your best to answer those questions accurately.” The
article, approximately 500 words long, was either titled “Big spenders often less wealthy” (weak
SIW condition) or “Big spenders often more wealthy” (strong SIW condition) with relevant
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anecdotes and information in each (see Web Appendix, section D). Three short questions
afterward ensured participants had read the article. As a manipulation check, participants
indicated agreement (1 = strongly disagree, 7 = strongly agree) with the statement used to
measure SIW beliefs in study 1 and two similar statements.1
As a dependent measure, participants then completed the windfall task described by Kim
and colleagues (2017), which involved dividing an unexpected $20,000 between seven
categories (buy things I want or need; give to charity or church organizations; give or lend to
friends or relatives; travel; pay off debts; invest or put in savings; other). As preregistered, we
summed amounts that participants indicated they would allocate to investments, savings and
paying down debts (ranged from 0 to $20,000, M = $11,668, SD = 5189) as a measure of the
intention to spend frugally rather than lavishly.
As a second indicator, we measured relative preference between five pairs of items,
where each pair contained one more expensive item and one less expensive item. The domains of
the item pairs (an outfit, a trip, a meal, a piece of furniture, a show) drew on the categories that
had been coded as “lavish” in study 1 (e.g., designer clothing, antiques). By including several
different domains, we could explore whether a link between SIW beliefs and spending might
vary across purchases that were more experiential (trip, show) versus material (outfit, piece of
furniture). For example, one question read, “A performer that you and your friend really like is
going on tour. You are deciding whether to buy tickets to the live show or to watch the
livestream online from home, which is much less expensive. Which do you feel inclined to
choose?” (1 = definitely the live show, 6 = equally likely to choose either option, 11 = definitely

1

Items 1, 3 and 4 in table 3.
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watch at home). We coded the responses for the five items so that higher numbers represented
more frugal spending tendencies (see Web Appendix, section D for full text of all items).
We assessed demand effects using the method of McFerran and Mukhopadhyay (2013).
After responding to the dependent variables, participants were asked, “What do you think was
the purpose of the study?” and typed an answer (minimum 20 characters) in a text box. Their
answers were coded by a research assistant, and 76 participants (4.8% of the valid sample) who
guessed that the newspaper article was intended to affect their spending choices were excluded
from further analysis.

Results and Discussion

Reading the newspaper articles produced the intended effect on SIW beliefs (MStrongSIW =
3.85, SD = 1.40 vs. MWeakSIW = 2.81, SD = 1.20, t(1559) = 15.88, p < .001, d = .80). In line with
our preregistered hypothesis, participants in the strong SIW condition intended to spend less of
their windfall on the combined preregistered outcome of paying off debt, saving, and investing
(MStrongSIW = $11,225, SD = 5249 vs. MWeakSIW = $11,956, SD = 5156), t(1517) = 2.74, p = .006, d
= .14. We next tested which of the spending categories were influenced by our manipulation. As
seen in figure 2, participants with induced strong SIW beliefs reported that they would spend
more to “buy things I want or need” and “travel,” and less to “invest or put in savings.” The
amounts participants would spend to pay off debts did not significantly differ by condition,
perhaps because most participants imagined paying off all of their debts with a large windfall.
To provide some perspective on the magnitude of the effect of the SIW manipulation,
participants in the weak SIW condition intended to use 6.5% more of the windfall on debt
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reduction, savings, and investments. Given that household savings in the US and most European
countries is below 10% of disposable income (OECD 2020), such differences would have a real
impact on household wealth accumulation over time.
----------------------------------Insert Figure 2 about here
----------------------------------One might argue that buying needed items is not lavish. Wants and needs were presented
as a single category for two reasons. First, this is consistent with the use of this measure by
previous authors (Kim et al. 2017). Second and more importantly, many items are difficult to
categorize as wants versus needs. Food is needed to maintain life and health, so people may see
their grocery story spending as a “need” even though much of it is driven by preferences for
specific tastes and brands and therefore not strictly necessary to maintain life. Similarly, a new
Apple computer that enables a student to do their schoolwork may be justified as a “need” even
though the purchase price also reflects “want” elements. Our point is not that people should not
spend on “wanted” items. However, because nearly all items do not have a resale value equal to
or higher than their purchase price, spending on wants or needs is unlikely to decrease financial
vulnerability. Accordingly, we believed it was appropriate to use a single category for spending
on wants and needs.
Finally, participants in the strong SIW condition also made less frugal spending choices
across various domains. There was a significant difference between the conditions in three out of
the five scenarios (designer outfit vs charity shop, MStrongSIW = 7.89, SD = 2.87 vs. MWeakSIW =
8.26, SD = 2.75), t(1517) = 2.59, p = .010, d = .13; flight vs bus ticket, MStrongSIW = 7.34, SD =
3.38 vs. MWeakSIW = 7.68, SD = 3.32), t(1517) = 1.98, p = .048, d = .10; takeout vs restaurant,
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MStrongSIW = 4.90, SD = 3.03 vs. MWeakSIW = 5.21, SD = 3.12), t(1517) = 1.95, p = .051, d = .10;
antique vs low quality furniture, MStrongSIW = 7.27, SD = 3.01 vs. MWeakSIW = 7.26, SD = 3.01),
t(1517) = 0.03, p = .98, d = .003; live show vs watching at home, MStrongSIW = 4.89, SD = 3.51 vs.
MWeakSIW = 5.13, SD = 3.59), t(1517) = 1.29, p = .20, d = .07). Thus, effects emerged on items
that pertained to both experiences and material goods, although participants on average would be
less frugal when considering going to a restaurant or live show. Taking an average of the five
items, participants in the strong SIW condition made less frugal spending choices (MStrongSIW =
6.46, SD = 1.67 vs. MWeakSIW = 6.71, SD = 1.63), t(1517) = 2.96, p = .003, d = .15).
In sum, study 2 showed that manipulating beliefs about the extent to which spending
implies wealth has a causal effect on consumer preferences for lavish versus frugal spending.2
With this evidence that SIW beliefs can have a causal impact on financial outcomes, we next
undertook to develop a scale to better measure and understand these beliefs.

STUDY 3: ITEM PURIFICATION AND SCALE CONSTRUCTION

To further assess the downstream consequences of SIW beliefs for spending and financial
vulnerability, we wanted to develop a reliable instrument to measure these beliefs. In study 3, we
drew on our theoretical definition to generate a large set of items and then reduced these to a
parsimonious internally consistent scale of SIW beliefs. While developing the scale, we explored
whether other meanings of spending systematically covary with SIW beliefs. That is, do people
who believe that spending implies wealth also believe that spending does (or does not) imply
wastefulness, or self-control, or a preference for saving? By including items about alternative

2

See Web Appendix, section E, for a replication of this finding. See Web Appendix, section F for a study which
asks whether increased financial hardship may also change SIW beliefs.
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meanings of spending, we could ascertain empirically whether these other meanings accompany
beliefs about the link between spending and wealth.
The items we used referred to spending in vague terms (e.g. “spend a lot”) that are open
to interpretation, because we suspected that ambiguity would be important for scale items to
capture the beliefs we were interested in. Probably few people would disagree that “People who
spend hundreds of thousands of dollars annually on discretionary purchases are wealthy,” so an
item like this would not be a useful measure of variation. (Also, it would have to be revised,
based on researcher judgment, when studying participants across places and over time, and our
aim was to develop items that can be re-used by others with minimal revision.) “Wealth” is also
vague—the dollar amount where someone is considered wealthy increases with respondents’
own income. A statement where both pieces (“spending a lot” and “being wealthy”) can be
idiosyncratically interpreted is similarly useful for respondents with low and high incomes the
way that a more specific statement (“Someone who spends $1,000 a year on travel probably has
a net worth more than $200,000”) would not be. More generally, while spending is often visible,
income rarely is. Inferences about wealth based on the judgement that someone “spends a lot”
(idiosyncratically defined) seem to be much more common than inferences based on judgments
about the proportion of income someone spends or the absolute dollar amount they spend. We
were ultimately interested in these sorts of everyday inferences, and we believed that
ambiguously worded statements would best capture them.

Method
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Item generation. Using the reasoning outlined above as well as the qualitative responses
collected in a supplementary study (see Web Appendix, section G), we generated 35 items. For
example, some respondents’ reasoning in the supplementary study was based on reflection about
people they had encountered (see table W5 for an example). Based on those responses, our pool
of items included two statements about people a respondent had encountered.
We initially assessed the clarity of the items in the pool by having five research assistants
(undergraduate and graduate students) identify items that were unclear or which poorly mapped
onto our construct. After further considering criteria such as face validity and semantic
redundancy, we chose 29 items to administer to participants (see Web appendix, section H for
full list). Roughly 2/3 of the items stemmed directly from the concept of spending implying
wealth, and the remaining 1/3 were about alternative but potentially related meanings of
spending such as wastefulness (e.g., “People who spend a lot of money are wasteful”), selfcontrol (e.g., “People who spend a lot of money don't have much self-control,”), or debt (e.g.,
“Spending a lot of money usually leads to going into debt”).
Participants. We recruited participants from a nationally representative sample, so that
the potential scale items could be tested on a sample reflecting the full range of the target
population (Clark and Watson 1995). We therefore paid the panel provider Prolific to recruit a
sample of 1000 respondents stratified to match the United States population distribution of age,
sex, and ethnicity (N = 1004 completed responses, 51.3% female, 48.4% male, .3% other, ages
18-84, M = 43.9 years, SD = 15.7, modal household income = $90k to $149k) to answer the scale
items. By recruiting a large sample, our goal was to minimize measurement error and provide
results that are more generalizable to the true population structure (MacCallum et al. 1999).
Participants were presented with the 29 items in randomized order and responded to each
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on a 7-point scale (1 = strongly disagree, 7 = strongly agree). Included in the item list were two
instructed-response attention checks (Kung, Kwok, and Brown 2018; Meade and Craig 2012;
Thomas and Clifford 2017): “Please select ‘agree’ to show that you read questions carefully.” A
total of 963 (95.9%) participants passed the attention checks; the remaining 41 were removed
from further analyses.

Results and Discussion

Our goal was to reduce the number of items to ensure that only parsimonious and
internally consistent items were included in the scale (Thurstone 1947). We balanced the benefits
of improved psychometric properties with efficiency, as a measure with too many items would
be time-consuming and redundant, a measure with unrelated items would be difficult to interpret
(e.g., if the scale captured many meanings of spending that did not consistently covary), and a
measure with too few items would not provide sufficient reliability. We summarize the results
here and provide additional details on the analyses in the Web Appendix (section H).
The first step was to remove items which had low item-rest correlations (Raykov and
Marcoulides 2011), which represent the correlation between the item and the sum score of the
rest of the items excluding itself. We deleted items in stages, removing those with item-rest
values below .3, before re-calculating the item-rest correlations, repeating this until all item-rest
values were above .3. This process removed 15 items leaving 14 items remaining. The second
step was to run a principal components analysis (PCA) to assess the factor structure and
eliminate ill-fitting items. We again completed this step repeatedly after removing the item with
the lowest loading onto the most common factor. For example, the item with the lowest factor
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loading (.104) was “People who spend a lot of money probably don't have much in savings.” We
repeated the process until all component loadings were higher than .3, leaving 7 items remaining.
Re-running the PCA on the remaining 7 items revealed one component with an
eigenvalue greater than 1 (eigenvalue: 3.85). This component accounted for 55.1% of total
variance, suggesting a single factor model is adequate to represent the majority of variance in
SIW beliefs. The internal consistency of the 7-item scale was high, with a Cronbach’s α of .86,
and the level of internal consistency would not improve by removing any of the remaining items.
The seven individual items for the scale are presented in table 3. Note that the single item used in
study 1 is included in the scale (Item 4, Item-rest r = .71), suggesting that the item used in that
study taps the same underlying construct as the full scale.
Using this procedure, none of the items designed to measure alternative meanings about
spending were included in the final scale, indicating that none of these items tapped sufficiently
into the primary underlying source of variance reflecting the belief that spending implies wealth.
Thus, people who believe that spending implies wealth do not necessarily also believe that
spending does (or does not) imply wastefulness, self-control, or a preference for saving.
Similarly, people with strong or weak SIW beliefs have not necessarily consistently encountered
frugal or lavish wealthy people. In sum, other meanings of spending may also vary in
consequential ways, but they need to be investigated separately rather than as an aspect of beliefs
about spending and wealth.
----------------------------------Insert Table 3 about here
-----------------------------------
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The range of scores on the scale is illustrated in the density plot in figure 3, which
visualizes the distribution of SIW beliefs. The distribution is characterized by a unimodal
distribution (a single peak), and a slight positive skew, with its peak shifted toward the lower end
of its range (M = 3.05, SD = 1.10, Median = 3.00, Range = 1 - 6.86). A majority of people
disagreed that spending implies wealth, but a substantial minority (34% of respondents) were
above the scale midpoint of 3.5, indicating some agreement that spending implies wealth. The
variance in responses suggests that people range from believing in a negative correlation (higher
spending implies lower wealth), to an uninformative relation (higher spending tells little about
wealth), to a positive correlation (higher spending implies higher wealth).
----------------------------------Insert Figure 3 about here
----------------------------------Given the diversity in the sample, we examined whether SIW scale scores differed across
demographic groups. We ran an OLS linear regression with age, education (1 = no qualifications
to 5 = master’s degree or higher), income (1 = under $15k to 10 = over $200k) and gender as
simultaneous predictors of SIW beliefs. As older consumers have had more time to experience
the relation of spending to wealth, it is possible they hold weaker SIW beliefs. However, we
found no relationship between SIW scores and age (b = .002, t(934) = .75, p = .45, CI95%= -.003,
.01). Similarly, there was no association between education and SIW beliefs (b = .0002, t(934) =
.00, p = .99, CI95%= -.08, .08). We did find that men held stronger SIW beliefs than women on
average (b = -.19, t(976) = -2.69, p = .007, CI95% = -.33, -.05), but the difference was small. We
also observed a significant effect of income, with those with lower incomes more likely to
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endorse SIW beliefs (b = -.078, t(934) = -5.13, p < .001, CI95% = -.11, -.048). In subsequent
studies we control for income in analyses that predict financial outcomes from SIW beliefs.
Nine months after the initial study, we recruited 317 of the same study participants (Mage
= 48.7, 48.6% male) to retake the seven items in order to investigate the test-retest reliability.
The items again had a high internal consistency (Cronbach’s α of .92), and the test-retest
reliability was r = .68, p < .001, which shows a moderate degree of stability. Moderate stability
is consistent with the way we conceptualize SIW beliefs as a lay theory, which is relatively
consistent but can also change over time and across contexts. Fluctuation over contexts is
necessary to be able to manipulate lay theories, as we did in study 2 and do again in study 6.

STUDY 4: DISCRIMINANT AND NOMOLOGICAL VALIDITY

We expected some overlap but believed that SIW beliefs could be empirically
distinguished from seemingly similar constructs measured in previous research. We examined
materialism, which comprises beliefs that possessions (usually acquired by spending money)
determine success and happiness and are central to one’s life (Richins 2004). SIW beliefs and
materialism seem related but are conceptually distinct because SIW beliefs do not pertain to
whether the wealthy spending a lot is good, important, or desirable. Instead, the belief that
spending implies wealth simply describes whether the wealthy do spend a lot, which unlike
materialism is a descriptive rather than prescriptive belief. Given this difference, we expected
that SIW beliefs and materialism would be empirically distinguishable, which is an important
preliminary step in assessing incremental validity (Wang and Eastwick 2020)—that is, before
testing whether SIW beliefs help predict financial outcomes over and above materialism. At the
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same time, we also examined how SIW beliefs related to (low) self-control and to financial
literacy, which are often studied as causes of financial vulnerability and lavish spending.
Our second goal with this study was to validate the scale in a new sample of participants.
This is important because running exploratory and confirmatory analysis on the same set of
participants can bias results (Browne and Cudeck 1992; Cabrera-Nguyen 2010). We recruited
participants from the U.K. to complement the previous sample from the U.S.

Method

Participants. We used Prolific.ac to recruit 400 U.K. citizens for £.70 each. There were
403 complete responses; we excluded 23 who failed an attention check, leaving 380 respondents
(73% female, 27% male, ages 18-75, M = 36 years, SD = 11.83).
Measures. We administered the 7-item SIW belief scale. We also administered the short
(9-item) Material Values Scale (Richins 2004), which includes subscales for success, happiness,
and centrality; the Brief Self-Control Scale (Tangney, Baumeister, and Boone 2004), and a 12item test of financial literacy (Fernandes et al. 2014; we omitted one question that is specific to
the US). All measures, including those not analyzed in the manuscript, are provided on the OSF
site.

Results and Discussion

Scale validation in new sample. To further examine the psychometric properties of the
SIW measure, we conducted a confirmatory factor analysis (CFA) using maximum likelihood.
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Standardized factor loadings ranged from .71 to .82, and were all highly significant (< .001). The
7 items comprising the SIW scale had an excellent model fit (CFI = .93; SRMR = .05),
indicating the items are reliable indicators of the SIW construct (Hair et al. 2006). Cronbach’s α
was high at .914, and not improved by removing any single item. The first component from the
PCA explained 66% of the shared variance, with an eigenvalue for the first component of 4.6,
which dropped to .75 for the second one. These results in a new sample from a different country
support the unidimensional structure and internal reliability of the SIW belief scale.
Discriminant validity. To verify that SIW beliefs could be distinguished from
potentially related constructs, we first considered how correlated the measure was with these
other scales. Importantly, none of the correlations were high enough to suggest SIW lay theories
are interchangeable with the other constructs (table 4).
----------------------------------Insert Table 4 about here
----------------------------------We conducted an additional test of discriminant validity by comparing the amount of the
variance captured by the SIW construct to the variance shared with these other constructs. We
were interested primarily in the relationship with the Material Values Scale (Richins 2004), as
we considered this scale to have the greatest conceptual overlap with the SIW measure. After
running confirmatory factor analyses between the spending-implies-wealth construct and both
the combined Material Values Scale and each of its three subscales, we compared whether the
average variance extracted (AVE) for each construct—which measures the level of variance
captured by a construct versus the level due to measurement error—is greater than the squared
correlation between the two constructs (Fornell and Larcker 1981). In no case was the squared
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correlation large enough to be a concern (r2 = .01–.09) and the AVE from the latent variable for
spending implies wealth was .61, above the generally accepted cut-off of .5. These two tests
provide convergent evidence that SIW beliefs are empirically distinguishable from other related
constructs. Given this supportive evidence, we next used the SIW belief scale to predict spending
decisions.

STUDY 5: SIW BELIEFS PREDICT SPENDING DECISIONS

We used our validated scale to replicate the finding from study 1 that SIW beliefs
predicted more lavish spending, this time using the full scale instead of a single item. We also
wanted to ensure that the SIW belief scale has incremental validity—that it predicts spending
over and above material values, since there is ample evidence that materialism also shapes
spending decisions (Brown et al. 2016; Watson 2003).

Method

Participants. We used Prolific.ac to recruit 300 people in the US for £.70 each. There
were 303 complete responses; we excluded 24 who failed an attention check, leaving a sample of
279 participants (42% female, 56% male, 2% other) ages 18 to 76 (M = 35 years, SD = 12.54)
with modal net annual household income of $90k-$149k.
Procedure and measures. We administered the SIW beliefs scale (α = .91, M = 2.92,
SD = 1.22, Range = 1.00 – 6.14) and the Material Values Scale (α = .84, M = 3.99, SD = 1.09).
As indicators of spending, after the other items, participants completed the windfall task (amount
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spent to pay off debts and invest/put in savings M = $11,626.68, SD = 5,340.61), as described in
study 2. Additional measures and analyses are in Web Appendix, sections I and K.

Results and Discussion

We used linear regression analyses to predict both measures of spending from SIW
beliefs, controlling for income (excluding 3.9% of participants who preferred not to report their
income) and materialism, with all predictors entered simultaneously. SIW beliefs predicted using
less of the windfall to pay down debt and save or invest (b = -728.91, t(264) = -2.72, p = .007,
CI95% = -1255.78, -202.04). For example, a participant with low (1 SD below the mean) SIW
beliefs is predicted to put away $12,524.87, compared to one with high (1 SD above the mean)
SIW beliefs predicted to put away $10,728.49, an increase of 17% more money allocated to debt
repayment and savings/investments.
In these analyses, participants with higher incomes intended to spend more of their
income to pay down debt and save or invest, on a trend level (b = 238.65, t(264) = 1.91, p = .058,
CI95% = -7.81, 485.11), while materialism did not predict windfall spending (b = 199.47, t(264) =
0.65, p = .52, CI95% = -404.44, 803.38).
The amount allocated in the windfall task replicates the preregistered approach of study
2, which summed the amount used to pay off debt and save or invest as an indicator of frugal
spending. As in study 2, we conducted follow-up analyses to probe the spending categories, and
found that SIW beliefs significantly predicted spending in two of the categories. To visualize
this, we present the proportion participants spent on each category across the range of SIW
beliefs. We used a multivariate path analysis to predict the proportion allocated to each category

32
by SIW beliefs, and plot these results in figure 4. This showed that while the proportion spent on
most categories was consistent across the range of SIW beliefs (indicated by flat lines), investing
and saving went down and spending on wants and needs went up. Someone with the lowest SIW
beliefs (value = 1) would be expected to save and invest around 46% of their windfall, while
someone with the highest SIW beliefs (value = 7) would only save and invest 24% of the
windfall. In contrast, someone with the lowest SIW beliefs would be predicted to spend 13% of
the windfall on wants and needs, and someone with the highest SIW beliefs would be predicted
to spend 38%.
----------------------------------Insert Figure 4 about here
----------------------------------These results converge with studies 1 and 2; again, beliefs about spending implying
wealth predicted spending decisions. This time, the evidence came with our 7-item scale rather
than a single item (study 1) or a manipulation (study 2), and the predicted pattern of results was
present after controlling for materialism. The final study looked to replicate the effect of SIW
beliefs, looking at consequential spending rather than self-reported spending intentions.

STUDY 6: SIW BELIEFS PREDICTING AND AFFECTING CONSEQUENTIAL
SPENDING

In a final study, we tested the relationship between SIW beliefs and a more consequential
spending decision, where participants were asked to bid on a tablet computer they could receive
as a prize. This study both measured SIW beliefs using the scale we developed (studies 3 and 4)
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and also included a manipulation of beliefs based on materials similar to those employed in study
2. Including both a measure of beliefs and a manipulation allows us to consider the strength of
the effect of the brief intervention in comparison to the relationship we would expect based on
people’s pre-existing beliefs about whether spending implies wealth. The study also allowed us
to test an alternative manipulation compared to the one used in study 2 (and replicated in a study
described in Web Appendix, section E), with shorter, more engaging materials.

Method

Participants and design. We used Prolific.ac to recruit 600 UK participants for £0.50
each. There were 597 complete responses; we excluded 32 who failed an attention check, leaving
565 (71% female, 29% male, <1% other, ages 18-73, M = 37.20 years, SD = 12.45) with modal
net annual household income of £50k to £69k. Participants answered the SIW scale questions
and were then randomly assigned to receive information consistent with strong or weak SIW
beliefs.
Procedure and measures. The study began by asking demographic questions, and
then measuring SIW scale items mixed randomly with filler items to mask the goal of the study.
We administered the SIW items before rather than after the manipulation, as we wanted to see if
scale responses predicted our dependent variable, without responses to these items being
influenced by the manipulation.
Next, we introduced a short manipulation similar to that described in study 2.
Participants were told they would be reading news articles: “Now you will see excerpts from 3
different news articles. These articles have appeared on various online sites over the last 10
years.” At this point, participants were randomly assigned to one of two conditions. In the strong

34
SIW condition, participants saw headlines such as “How the Super Rich Spend their Money”
with excerpts that described a link between extravagant spending and wealth. In the weak SIW
condition, headlines included “Wealth is What You Save, Not What You Spend,” with excerpts
describing a negative link between spending and wealth. Participants viewed the articles and then
wrote a few sentences summarizing what the articles were about. All headlines and excerpts had
been published previously as real online articles (Web Appendix, section J).
We then administered two measures of lavish spending. Our main measure of interest
was the amount that participants were willing to bid on a new tablet computer. Participants read:
Now, we are giving one participant a chance to buy a brand new iPad (32GB storage) at a
substantial discount. This iPad sells for £349. The iPad will be sold to the participant who
gives the highest bid. When all participants have completed the survey, we will identify
the highest bidder and contact that person via Prolific messaging system. We will arrange
for the high bidder to pay us their bid, and we will send them the new-in-box iPad. For
example, if every other participant bids £0, and you bid £1, we will sell you the iPad for
£1. If you bid £199 and every other participant bids £198 or less, we will sell you the
iPad for £199. Please think about the highest amount you would be willing to pay for this
new iPad and mark your bid below. Note that you are agreeing to pay that amount to the
researchers if your bid is the highest submitted, in exchange for the iPad.
Bids for the iPad ranged from £0 to £325 (M = £39.76, SD = 59.11). As a secondary measure, we
asked participants to rate agreement with three statements adapted from a scale of frugality
described by Lastovicka and colleagues (1999), adapted to reflect current frugal attitudes rather
than existing tendencies to act in frugal ways. The statements were “If you can re-use an item
you already have, there’s no sense in buying something new;” “It is good to be careful about how
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you spend your money;” and “People should discipline themselves to get the most from their
money” (1 = strongly disagree, 7 = strongly agree). These statements were presented in a list of
six, which included two irrelevant fillers (e.g., “If someone asks you for advice, you owe them
an honest opinion”) and an attention-check probe, in order to camouflage the purpose. We
calculated a mean of agreement with these statements as an indicator of frugal attitudes (α = .68,
M = 6.13, SD = .81). Because our primary outcome was a consequential spending decision, we
did not probe for demand, as we reasoned that demand effects would not be strong enough to
affect participants’ bids for the tablet computer when using their own money.

Results and Discussion

As the distribution of iPad bids was right-skewed, and represented a count bound
between 1-348, we modelled the bids as a truncated Poisson model. We found that both
measured SIW scale scores and the manipulation both predicted higher bids. As expected, SIW
scale scores were positively correlated with higher iPad bids (b = .06, z(565) = 11.12, p < .001,
CI95% = .05, .07). In monetary terms, this means that each additional point on the SIW scale is
expected to increase the iPad bid by £2.48. Additionally, the average bids for the iPad made by
those in the strong SIW condition were 11.34% higher compared to those in the low SIW
condition (MWeakSIW = 38.25 vs MStrongSIW = 42.58), and the difference between the two conditions
was significant (b = .11, z(566) = 7.97, p < .001, CI95% = .08, .13). The effect of the manipulation
held when controlling for baseline SIW beliefs and demographics (age, gender and income) (b =
.12, z(554) = 8.81, p < .001, CI95% = .09, .15). Figure 5 shows predicted iPad bids across the SIW
scale, with the parallel lines representing the two experimental conditions.
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----------------------------------Insert Figure 5 about here
-----------------------------------Participant’s bids on the tablet computer had a high variance relative to their mean. To
account for this overdispersion and to provide an additional degree of robustness, we repeated
the analyses using a negative binomial regression model. The regression model, which included
the control variables, showed that the effects of the SIW measure and manipulation on bid
amounts remained comparable in size, but had wider confidence intervals after accounting for
the overdispersion (SIW scale scores, b = .07, z(554) = 1.84, p = .065, CI95% = -.00, .15; SIW
condition, b = .16, z(554) = 1.81, p = .070, CI95% = -.01, .33).
We had also measured a secondary outcome, self-reported agreement with the three
statements about frugal spending. As expected, people with stronger SIW beliefs reported less
frugal attitudes (b = -.06, t(565) = -2.06, p = .040, CI95% = -.12, -.002). On this measure, the
effect of the experimental manipulation was not significant, although directionally participants in
the strong SIW condition reported lower frugal attitudes (MWeakSIW = 6.18 vs MStrongSIW = 6.08,
t(563) = 1.45, p = .147, d = .12). Although this small effect may not be reliable, it suggests that
participants in the strong SIW condition did not merely bid more because they believed they
were competing with others who had just read information that would lead them to bid highly.
Results of this study provide additional evidence of the SIW scale’s predictive validity,
this time in terms of a consequential decision. Presenting evidence consistent with a strong or
weak SIW belief—even more briefly than we had done in study 2—also had an effect on this
decision, suggesting that this type of information may be a fruitful basis for interventions that
change spending.

37

GENERAL DISCUSSION

Prior research has identified many dispositional and situational factors that influence
spending, but little is known about the meaning people give to the act of spending. We
investigated this meaning in terms of the extent to which higher spending implies greater wealth.
We observed that people range from believing in a negative correlation (higher spending implies
lower wealth), to an uninformative relation (higher spending tells little about wealth), to a
positive correlation (higher spending implies higher wealth). These SIW beliefs predict spending
and financial vulnerability, in ways that are not explained by differences in income.
These findings contribute to research in consumer behavior by identifying a previously
unexplored construct that helps predict consequential financial outcomes. Research in
psychology has shown that actions can acquire meanings that are separate from the outcomes
those actions produce (Dayan and Berridge 2014), and separately, both research and lay writing
has begun to explore the difference between income and wealth (Housel 2020; Moulton et al.
n.d.). Our studies suggest that for many people, the act of spending has a meaning (higher
wealth) that is separate from the outcome the act produces (which in many cases is depleting
wealth and increasing financial vulnerability). Considering the meaning of actions gives a new
way to interpret previous, potentially puzzling, findings. For example, people higher in
materialism—who place more value on acquiring and possessing material objects—made
discretionary purchases more often than people with the same household income who were lower
in materialism (Brown et al. 2016). However, high materialists experienced more negative affect
after their purchases, even though they endorsed statements like “buying things gives me a lot of
pleasure.” The fact that people high in materialism make more discretionary purchases even

38
though they seem to feel bad afterwards suggests that perhaps the act of acquisition is itself
meaningful. Our studies showing that spending can imply wealth highlight one such meaning
that spending may have for people high in materialism (keeping in mind that SIW beliefs and
material values were only moderately correlated in study 4). More generally, there is a growing
focus in marketing on consumer financial well-being (Greenberg and Hershfield 2019; Lynch Jr
2011; Netemeyer et al. 2018), and understanding what spending means to different groups of
consumers provides a novel mechanism that can be targeted through interventions or training.
The relation of SIW beliefs to measures of spending and financial vulnerability was
generally small, in line with most effects identified in psychological research (Schäfer and
Schwarz 2019). Consumer behaviors are strongly shaped by situational goals and norms and
other individual differences, and therefore, while the influence of SIW beliefs may be small
when considering isolated tasks, the meaning of spending may contribute an important degree of
explanatory variance when considered across a wider range of consumer contexts. In other
domains (e.g., education), interventions that change lay theories such as those about the nature of
intelligence have also produced small, but arguably useful, effects (Dweck 2018). Moreover,
effects that are small in terms of explained variance can be large when considered in the original
metrics (Matz, Gladstone, and Stillwell 2017). As examples from the present research,
respondents low versus high in SIW beliefs had a difference in savings of over £1500 (roughly
$1950 at the time of the study) in study 1, and intended to transfer 6% (study 2, manipulated
beliefs) or 17% (study 5, measured beliefs) more to savings. The effect size in study 2 when
beliefs were manipulated (d = 0.14) means that roughly 18 people would need to be given the
intervention in order to help move one person (with income that would permit saving) out of
financial vulnerability (Magnusson 2020). Given the magnitude of the spending challenges
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facing the US, UK, and similar countries—where half or more of households may be unable to
fund emergency expenses without seeking high-cost credit (Lusardi et al. 2011)—even small
gains in understanding who spends beyond their means, and why, are extremely beneficial.

Potential Moderators of the Link between SIW Beliefs and Financial Outcomes

Stronger SIW beliefs predict that people spend more lavishly and are more financially
vulnerable, compared to others with similar demographic characteristics and income but weaker
SIW beliefs. There are likely factors that influence the strength of this relation. For instance,
living in a community where it is acceptable and normative to spend highly may strengthen the
relation of SIW beliefs to spending, whereas living in a community that frowns on spending, or
where there are limited opportunities to spend, may dampen this relation. And, people who spend
lavishly but have rising incomes or rising property values may not become financially vulnerable
to the same extent as those who are less fortunate.
The relation of SIW beliefs to financial outcomes that we describe are predicated on the
assumption that a person finds wealth at least modestly aspirational—we expect that people
spend the way they believe the wealthy spend because of the general appeal of being rich rather
than poor. Given this assumption, we speculated that the extent to which people value wealth and
financial success may also moderate the effect of SIW lay beliefs on lavish spending. The
spending behavior of people who care very strongly about wealth would be more affected by
their SIW beliefs, and those who do not desire to be wealthier should not be affected by such
beliefs. The Web Appendix (section K) describes tests of this moderator hypothesis in three
studies, with mixed results. Two points are worth making. First, adults have an implicit
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preference for wealth over poverty (Horwitz and Dovidio 2017). Thus, even people who report
on a scale that they do not value wealth may still be implicitly guided by their beliefs about how
the rich spend, which may account for failure to find significant moderation in many analyses.
Second, many societies are marked by negative attitudes toward the poor (Cozzarelli et al. 2001).
Even people who do not value wealth may not want to be perceived—by themselves or others—
to act as they believe poorer people act. On the operational level, it may also be useful in future
research to examine admiration for or liking of the rich as a moderator rather than the ambition
to be rich. Future research on moderators of the effects of SIW beliefs can build on these points
to shed further light on how beliefs about the meaning of money relate to financial outcomes.

Implications for Policy

Policymakers are increasingly concerned with tackling financial vulnerability, including
how people balance consumption and savings. Governments and charitable foundations already
spend large sums encouraging citizens to save money through messaging and educational
campaigns (Personal Finance Research Centre, University of Bristol and Ipsos MORI 2018), and
our results can contribute to the design of interventions and messages aimed at changing
attitudes. Our results show that spending does not imply wealth for everyone, and the materials
we used to experimentally induce weak SIW beliefs (studies 2, 6) lay a foundation for such
messages. Further inspiration can be drawn from the growing popularity of the “Financial
Independence, Retire Early” (FIRE) movement. Adherents to this community use frugality and
extreme savings to retire decades earlier than the norm. In doing so, these individuals interpret
low spending as building wealth (Kurutz 2017), with wealth representing freedom in how to
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spend time, rather than the accumulation of possessions or experiences. This interpretation
allows for minimizing spending to be a status symbol in this group.
In fact, this approach may operate on a societal scale in parts of the world, like Japan,
where the wealthy do not spend lavishly (Garon 2011). In the US and Europe, developing
messaging to address underlying beliefs about the meaning of spending could be an important
complement to existing financial-fitness training. Given that status hierarchies are one of the
most universal constants across cultures (Anderson, Hildreth, and Howland 2015; Buss et al.
2020), changing ideas about how the wealthy act may be a more fruitful intervention than trying
directly to decrease the desire for public status symbols.
However, in designing financial interventions, it is important to keep in mind that frugal
spending is not necessarily better. Participants in study 6 who submitted very low bids for the
tablet computer potentially lost a money-making opportunity; in general, consumers may regret
restrained choices and may end up less happy as a result of very frugal spending (Kivetz and
Keinan 2006). Moreover, lavish spending may, in fact, be functional for low-income or lowstatus consumers, because signaling wealth to others can improve one’s status, with beneficial
effects (Ashworth, Darke, and Schaller 2005; Lee and Shrum 2012; Nelissen and Meijers 2011).
Despite these caveats, there is a need for interventions to help many consumers spend more
frugally, particularly the many who have moderate or high incomes but also high debt and little
emergency savings (Lusardi et al. 2011). Insecurity about being able to pay bills is a source of
stress, poor mental health (Bridges and Disney 2010), and reduced life satisfaction (Ruberton,
Gladstone, and Lyubomirsky 2016), so reducing spending to facilitate bill-payment and build
emergency savings should improve mental health and life satisfaction for many consumers. Our
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work suggests that belief about spending and wealth can be changed momentarily. More work is
needed to test whether these changes can be sustained, and to identify their longitudinal impact.
A further implication for policy is the potential for structural (rather than individual)
changes to influence spending decisions. If one individual unilaterally reduces their spending
while others spend as before, they are likely to feel deprived. One way to deal with this challenge
is to reduce the incentives for everyone to spend more relative to others. This could be achieved
through the tax system; a more progressive tax structure would reduce inequality and decrease
the spending that is artificially boosted by others’ high spending (Frank and Cook 2010). For
instance, a family who decides not to buy an expensive house in a good school district may
disadvantage their individual child’s education. But if a progressive tax structure lowered
housing budgets and hence lowered the price of expensive housing, half of all students would
still attend better-than-median schools, with less money spent on housing overall. With this
policy approach, less disparity in spending would be possible, and spending would, objectively,
be less indicative of wealth. This should, in turn, reduce financial vulnerability by changing the
degree to which spending is indicative of status and wealth.

Extensions and Future Research

We measured beliefs about the link between spending, in general, and wealth. Future
research could build on this work by looking at which types of spending are more strongly linked
to higher or lower wealth, and for which types of respondents. For example, previous research in
psychology and marketing has explored the tendency to spend on visibly branded goods in order
to convey status (Han et al. 2010). Visibly branded handbags may imply higher wealth to some
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participants and lower wealth to others. High spending on education might lead to different
conclusions than high spending on branded goods, and again this could vary across the
characteristics of the perceiver. These differences are worth exploring in future research.
Two of our studies (studies 2 and 6; see also Web Appendix, section E) suggested that
SIW beliefs play a causal role in spending decisions. However, it is possible that this relation is
bidirectional. Perhaps people who have spent lavishly or find themselves financially vulnerable
rationalize their situations by believing this spending is what the wealthy do. Our Web Appendix
(section F) describes a well-powered experiment that found only weak evidence for this reversecausal relationship, but we cannot rule out that there is a small causal effect of money
management stress on SIW beliefs. We speculate that SIW beliefs may be shaped not so much
by experiences of financial hardship in and of themselves, but more so by the way those
experiences are interpreted. For instance, lay theories about intelligence appear to be based on
the way that parents and important adults discuss relevant experiences. Research suggests that
children who hear messages implying intelligence is a fixed quality (e.g., “you’re a smart girl”)
come to endorse the lay theory that intelligence is fixed and cannot really be changed
(Gunderson et al. 2013). A similar process may take place regarding money. In a supplementary
study that collected open-ended responses (Web Appendix, section G) we found that people who
believe spending implies wealth focus on the ability to spend; people who do not believe
spending implies wealth focus on the effects of spending. Thus, children who hear messages
implying spending is about ability (e.g., “we can’t afford that, we’re not rich”) may come to
believe that spending implies wealth. On the other hand, children who are helped to focus on the
effects of spending (e.g., “if you buy that candy, you won’t have any money left for the toy you
wanted”) might come to believe spending does not imply wealth. We expect that such messages,
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along with experiences like observing significant others’ spending, lead people to develop the
SIW beliefs that underpin a range of later consumption decisions. Testing this process directly
with young children and parents is worthwhile. If ability messages do affect SIW beliefs, parents
might consider trying to emphasize the effects of spending (“If we buy this, we won’t be able to
do that” or “If we don’t buy this today, we’ll have more choices next week”) as they teach their
children about money.

Conclusion

Although there are many explanations for over-spending, little has been known about
consumers’ underlying beliefs about how spending money is related to having money. The
present studies show that people who believe the wealthy spend a lot also spend more of their
own income, saving less and becoming more financially vulnerable. These findings contribute to
a deeper understanding of how underlying beliefs about the meaning of spending relate to
financial well-being.
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DATA COLLECTION INFORMATION
The second author collected and analyzed the data for study 1 (June 2017). The first author
collected and analyzed the data for study 2 (via Prolific Academic in March 2019). The first and
second authors jointly collected the data, and the second author analyzed the data, for study 3
(via Prolific Academic’s panel service in August-September 2019) and study 6 (via Prolific
Academic in February 2020). The first and second authors jointly collected and analyzed the data
for study 4 (via Prolific Academic in October 2019) and study 5 (via Prolific Academic in
November 2019). Data for all except study 1 is available at https://osf.io/ch5wm/.
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Table 1. Regression Analysis Predicting Lavish Spending from SIW Beliefs in Study 1

Predictor
SIW beliefs

Model 1
Proportion of Lavish Spending
b
z
CI95%
0.04*

2.45

0.01

0.08

Age

-0.02***

-4.35

-0.02

-.01

Male

-0.17†

-1.81

-0.35

.01

Income

0.04*

2.01

0.001

.08

The analysis is a fractional logistic regression. N = 2026. The comparison group for Male
is Female. A dummy variable representing missing gender information is omitted from the table.
b = unstandardized regression coefficients. † p < .10, * p < .05, ** p < .01, *** p < .001
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Table 2. Regression Models Predicting Financial Vulnerability from SIW Beliefs in Study 1
Model 2
Amount Saved / Invested
CI95%

Model 3
Total Savings & Investments

Model 4
Financial Well-being Scale

b

z

b

t

Predictor

b

t

CI95%

CI95%

SIW beliefs

-.11+

-1.77

-0.23

0.01

-0.15*

-2.26

-0.27

-0.02

-.14***

-7.81

-0.17

-0.11

Age

.01

1.22

-0.01

0.03

0.10***

12.15

0.08

0.12

-0.01**

2.65

-0.01

-.001

Male

.20

.70

-0.37

0.77

1.05***

3.49

0.46

1.64

-0.13

1.56

0.29

0.03

Income

.29***

4.25

0.16

0.43

.62***

9.18

0.49

0.75

.14***

7.62

.11

.18

All models are OLS regression models. N = 2026. The comparison group for Male is
Female. A dummy variable representing missing gender is omitted. b = unstandardized
regression coefficients. * p < .05, ** p < .01, *** p < .001.
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Table 3. The Spending Implies Wealth (SIW) Belief Scale

#
1

Item
Spending a lot indicates that someone is wealthy

M
2.87

SD
1.44

Item-rest
r
.74

2
3
4
5

If someone isn't spending much money, they probably don't have much to spend
Being wealthy indicates that someone will spend a lot
I think people who spend more are wealthier than people who spend less
If you see someone who doesn't spend much money, you can be pretty sure that
they are not very wealthy
Not spending money means you don't have much money to spend
People who spend less money than others probably don't have much to spend

3.26
2.97
3.43
2.62

1.53
1.46
1.58
1.33

.78
.66
.71
.76

2.84
3.36

1.49
1.54

.76
.78

Total

3.05

1.10

-

6
7
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Table 4. Discriminant Validity Checks in Study 4

Construct 1

Construct 2

SIW Scale

MV
success
MV
centrality
MV
happiness
MV overall
Financial
literacy
Self-control

SIW Scale
SIW Scale
SIW Scale
SIW Scale
SIW Scale

AVE of
construct 1

AVE of
construct 2

.61

.49

Correlation
between
constructs
0.17***

.61

.42

.61

Squared
correlation

Alpha for
construct 2

.06

.74

0.09†

.01

.67

.64

.30***

.09

.84

.61
.61

.40
.23

.24***
-.08

.06
.01

.86
.78

.61

.29

-0.12*

.02

.84

AVE refers to average variance extracted and was calculated using the results of a
two-factor CFA model applied to all items from the two respective constructs. MV = material
values. † p < .10, * p < .05, ** p < .01, *** p < .001
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FIGURE 1
BINNED SCATTERPLOT OF FINANCIAL WELLBEING AND SIW BELIEFS

Note. Each circle represents the average SIW belief score for a given level of financial
wellbeing, across 100 equally-sized bins of participants, holding age, income and gender
constant. The binned scatterplot is overlaid with an OLS regression line.
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FIGURE 2
AMOUNT ALLOCATED TO SPENDING CATEGORIES
BY EXPERIMENTAL CONDITION IN STUDY 2

Note. Categories marked with a * are p < .05 for the comparison between conditions. The
categories Pay Debts and Invest / Save were combined as an indicator of frugal spending, per
preregistration plan. Error bands are 95% confidence intervals.
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FIGURE 3
KERNEL DENSITY PLOT ILLUSTRATING THE DISTRIBUTION OF SIW SCORES
IN STUDY 3

Note. Q = Quartile: dashed lines represent the 25th (Q1), 50th (Q2, the median) and 75th (Q3)
percentiles. This means 25% of respondents have an SIW score below the Q 1 line, and a further
25% score above the Q3 line. The density plot is overlaid with a solid line representing a normal
distribution.
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FIGURE 4
PREDICTED SPENDING BY CATEGORY AS A FUNCTION OF SIW BELIEFS
IN STUDY 5

63
FIGURE 5
PREDICTED IPAD BIDS ACROSS THE SIW SCALE BY EXPERIMENTAL
CONDITION IN STUDY 6

