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Abstract
Once basic needs are satisfied, the relation between income and subjective well-being is small,
and materialism leads to diminished well-being. This study attempts to determine: (a) whether
experiential purchases, as opposed to materialistic purchases, are likely to increase well-being
and (b) whether these increases are likely to be due to increased satisfaction of psychological
needs and/or decreased social comparison. Participants indicated that experiential purchases
represented money better spent, brought more happiness to themselves, and brought more
happiness to others. Path models demonstrated that experiential purchases had an indirect effect
on one’s well-being through two independent paths: (a) increased relatedness, which then led to
increased vitality, and (b) decreased social comparison. Discussion focuses on why vitality and

social comparison affect well-being.
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The mediators of experiential purchases:

Determining the impact of psychological needs satisfaction and social comparison
“Those who say money can’t buy happiness just don’t know where to shop.”

-Bo Derek

For years, people have weighed the issue of the pursuit of money versus the pursuit of
happiness. Does an increase in income lead to an increase in happiness, or are materialistic
pursuits detrimental to an overall sense of well-being? Studies examining the link between
income and happiness have identified some notable trends. While increased income has been
shown to result in greater well-being, this effect is far more pronounced at lower income levels,
where basic needs have not yet been met (Biswas-Diener & Diener, 2001). Additionally, income
earned after satisfaction of basic needs has demonstrated a significant, but weak, correlation with
increased well-being (Diener & Seligman, 2004; Howell & Howell, 2008). This curvilinear
relationship between income and well-being suggests that the materialistic desires often found in
contemporary society may not contribute to individuals’ happiness. Indeed, a great amount of
research has supported a negative relationship between materialistic desires and well-being
(Belk, 1985; Kashdan & Breen, 2007; Kasser & Ryan, 1993, 1996; Richins, 1994), suggesting
that centering material items in one’s life may be damaging to well-being.

If increased income does not lead to corresponding increases in well-being, and if
materialistic desires are associated with decreased well-being, then are the hours spent in pursuit
of monetary rewards futile, or is there a means by which discretionary income can be used to
enhance well-being? While the pursuit of money for its own sake may not lead to happiness, it
may be that how a person uses their money can have an impact on their overall level of well-

being. Van Boven and Gilovich (2003) found that spending money on experiences may lead to
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greater well-being than the purchase of material possessions. It is therefore conceivable that
money may vary in its ability to bring about happiness depending on how it is spent. The present
study explores how a person’s discretionary income is spent, as opposed to how much income a
person has. We examine the types of purchasing behaviors that may lead to greater well-being
through the satisfaction of autonomy, competence, and relatedness needs, vitality, decreased
social comparison and envy. Thus, we seek to determine if spending choices are related to well-
being, and whether the mediators of this relation involve increased satisfaction of psychological
needs and/or decreased social comparison.
Needs Satisfaction and Well-Being

Basic Needs and SWB

Previous assessments of individual well-being have focused primarily on self-evaluative
measures of mood, positive and negative affect, life satisfaction, and quality of life. Such
evaluations have come to be known as subjective well-being (SWB; Ryan & Deci, 2001; Diener,
Suh, Lucas, & Smith, 1999). The leveling off of SWB above a certain income suggests that the
benefits of increased income are most prevalent at lower income levels, when basic human needs
are difficult to satisfy (Diener & Diener, 1995; Diener & Oishi, 2000; Howell & Howell, 2008;
Howell, Howell, & Schwabe, 2006; Schyns, 2003; Veenhoven, 1991). Biswas-Diener and Diener
(2001) found a strong and significant correlation between income and well-being among
impoverished residents of Calcutta, India. The correlation remained strong after self, family, and
friendship satisfaction were controlled, suggesting that basic need satisfaction is of primary
importance to well-being at lower levels of income. This and other studies offer strong support
for basic need satisfaction as the mediator of the income-SWB relationship at the individual level

as well as the national level.
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Psychological Need Satisfaction and SWB

If a person has their basic needs fulfilled, it follows that increases in income, which might
only directly affect basic need-fulfillment, will not produce significant increases in well-being
unless the income is being used to meet higher-order psychological needs. In fact, prosperity
should allow individuals to focus their attention on satisfying high-order psychological needs
(Tatzel, 2003). However, the negative association between materialism and well-being has been
explained by demonstrating that financial aspirations, or focusing on possession of material
goods, stem primarily from extrinsic motivation, and thus lead to behaviors or goal pursuits
which diminish the satisfaction of high-order psychological needs (e.g., autonomy or
actualization; see Fromm, 1976; Kasser & Ryan, 1993). Selt-Determination Theory (SDT)
predicts that psychological well-being occurs when three psychological needs are met. Those
needs are: autonomy, competence, and relatedness (Ryan & Deci, 2000; Deci & Ryan, 1985,
1991; Ryan 1995).

Autonomy reflects a person’s need to view his or her actions as self-determined: that is,
motivated by an internal locus of causality (deCharms, 1968). A number of studies have linked
satisfaction of autonomy needs to favorable outcomes such as higher well-being and greater
intrinsic motivation (Deci, Koestner, & Ryan, 1999; Sheldon & Kasser, 1998). Competence
needs entail the sense that one has control over desired outcomes (self-efficacy), is optimistic
about such outcomes, and feels competent to deliver them (Bandura, 1977). The facility, or
competence with which a person acts in order to achieve their goals is also significantly related
to well-being. Satisfaction of competence needs has been linked to improved self-esteem, health
benefits, and psychological health (White, 1963; Carver & Scheier, 1990). Relatedness refers to

the need for human beings to belong, to feel connected, and to be understood by others, and has
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been shown to be an integral part of human motivation and crucial to the experience of both
psychological and physical well-being (Baumeister & Leary, 1995; Patrick, Knee, Canevello, &
Lonsbary, 2007; Berscheid & Reis, 1998).
Experiential Versus Material Purchases

Previous work has suggested a link between money and SWB when the money is
invested in life experiences rather than material goods. Van Boven and Gilovich (2003) found
that reflecting on a previous experiential purchase, as compared with a material purchase, led to
significantly higher evaluations of the contribution of the purchase to the participant’s current
well-being. Follow-up studies confirmed this relation longitudinally, across demographic
categories, and from a temporally distant perspective. Higher income participants were more
likely to derive happiness from experiential purchases than lower income participants, who
tended to derive more happiness from material purchases. This last finding of Van Boven and
Gilovich’s study supports our speculation that experiential purchases at higher incomes might
satisfy psychological needs, just as material purchases appear to satisfy basic physiological needs
at lower levels of income. Finally, Van Boven (2005) discusses possible mediators of the
relationship between experiential purchases and greater well-being, many of which can be
viewed in light of psychological need satisfaction. He suggests that experiences may provide a
better source of conversation (improving social interaction and increasing relatedness) and may
be less subject to social comparison than material products.

Current Study

In the current study, we extend the work of Van Boven and Gilovich (2003) to examine

why experiential purchases may lead to greater experienced well-being. As Van Boven and

Gilovich demonstrate, we predict that participants will report higher levels of well-being
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resulting from experiential purchases, as compared to material purchases. Building off Van
Boven’s (2005) speculation, we test several possible mediators (i.e., relatedness, competence,
autonomy, vitality, social comparison, and envy) of the relation between the type of purchase
and well-being. The ultimate goal of this study is to build a path model to answer the question:
“Why do experiential purchases lead to greater happiness?”
Method

Participants

A total of 154 San Francisco State University (SFSU) students were recruited from the
psychology department for participation and were compensated with extra credit. Participants
included 115 females and 39 males with a mean age of 24.33 (SD = 5.50). The sample was
ethnically diverse, with 32.5% Caucasian, 22.7% Asian American, 14.9% Hispanic, 11.0%
Multi-Racial, 3.9% African American, 0.7% South Asian/Indian Subcontinent, and 14.3%
reporting as “Other”. As would be expected of a student population, 50.3% of the sample
reported an average household income of $20,000 or less, though 17.2 % of the sample reported
a mean household income of greater than $80,000. Also, as would be expected of a sample of
full-time students and part-time adults, household income was positively associated with age. It
is possible (even likely) that some participants may have interpreted the income question as
household income (including parents’ income) and others may have interpreted it as personal
income. Regardless, this variance in income indicates a considerable range of financial security.
Procedure and Measures

Participants were informed that they would be answering questions regarding how they
use their money, and how those choices affect their overall level of well-being or happiness.

Random assignment was used to place participants in either the experiential or material
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condition, such that some participants were instructed to write about a recent experiential
purchase (N = 75) and others wrote about a recent material purchase (N = 79). Both groups were
asked to reflect on a time within the last 3-months when they had used their money to acquire an
experience or item (based on their condition — see instructions below) and were asked to write a
short paragraph describing the purchase, as well as their feelings and the environmental cues
surrounding the purchase. The only difference between the two groups was the instruction
regarding the type of purchase to write about.

Participants in the experiential condition were given a survey with the following

introduction:

There are many ways in which people can choose to utilize their money. One such way is
by acquiring a life experience — an event or series of events that you personally
encounter or live through (e.g., eating out, going to a concert, traveling, etc). When using
money in this way, a person does not acquire a physical, tangible object that remains in
their possession, but instead obtains only a memory of the experience or event. We call
this an experiential purchase. We would like you to think about a recent time when you
have used your money to pay for an experience or event — made an experiential purchase.
This purchase must meet the following conditions: (a) The money was spent with the
intention of advancing your happiness or enjoyment in life; that is you spent your money
with the intention of increasing your happiness or enjoyment in life (b) The costs were
paid in full at the time or experience was acquired, or will be paid for within a month.

Long-term investments requiring extended payments should be excluded.
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Participants were then instructed to write about a time they had used their money to acquire an
experience.
Participants in the material purchase condition were given a questionnaire with the

following introduction:

There are many ways in which people can choose to utilize their money. One such way is
by acquiring material goods or products. A material good can be defined as a tangible,
physical object that you obtain and keep in your possession for an unspecified period of
time (i.e. jewelry, clothing, stereo equipment). We call this a monetary purchase. We
would like you to think about a recent time (within the last 3 months) when you have

used your money to buy a material good — made a monetary purchase.

Participants in the material condition were given the same parameters as those in the experiential
condition (i.e., the money was spent with the intention of advancing their happiness and the costs
were paid in full or will be paid for within a month), but were instructed to reflect on and write
about a time when they had used their money to acquire a material item.

Measuring psychological need satisfaction. Next, participants answered 26 questions
designed to measure the degree to which the purchase satisfied their psychological needs. Each
item began with the phrase: “Specifically, when I reflect on this purchase...” and was anchored
between 1 (strongly disagree) and 7 (strongly agree). Three items were used to measure
autonomy (see Table 1 for descriptive statistics and internal consistency on this measure), and an
example item was: “I feel the decision to make this purchase was my own.” Five items were used

to measure competence, and an example item was: “I feel this purchase allowed me to meet one
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of my goals.” Five items were used to measure relatedness, and an example item was: “I made
new friends or strengthened existing friendships because of this purchase.” Five items were used
to measure vitality, and an example item was: “I feel this purchase made me feel more alive.”
Two additional constructs that we believed may mediate the relations between purchase type and
well-being (social comparison and envy) were also examined. Two items were used to measure
social comparison (again, see Table 1 for descriptive statistics and internal consistency), and an
example item was: “I am concerned about how others will perceive this purchase.” Two items
were used to measure envy, and an example item was: “I feel that others may be envious of this
purchase.”

Measuring purchase-related well-being. Next, participants answered four questions
designed to measure whether the purchase increased their own or others’ satisfaction or
happiness. Mirroring the format for the psychological need satisfaction items, each item began
with the phrase: “Specifically, when I reflect on this purchase...” and was anchored between 1
(strongly disagree) and 7 (strongly agree). Specifically, participants rated their happiness with
the purchase (“I am happy with the purchase [ made”), their satisfaction with the purchase (“This
money was well-spent”), if the purchase had made them happier (“The purchase has made me
happier”), and if the purchase had made others in their life happier (“The purchase has made
others happier”).

Measuring Covariates. Participants in each condition self-coded their purchases into one
of several categories. Participants then stated how much money they spent on the purchase, when
they made the purchase, who was with them, and what they were doing just prior to the purchase.

The participants finally answered demographic questions.
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Manipulation check. We suspect that people, at one time or another, make purchases with
the intention of increasing their well-being and find the purchase does not make them happier;
this would be a negative purchase decision. To ensure that our manipulation did not cause the
participants in the experiential condition to reflect only on positive purchase decisions we
counted how many participants reflected on negative or neutral purchase decisions in the two
conditions. We defined a negative purchase decision as one in which the participant responded
below the midpoint (3 or lower) on any of the following statements: “I am happy with the
purchase I made,” “I feel this money was well spent,” or “the purchase has made me happier.”
We compared the frequency of negative purchase decisions with the number neutral responses
(i.e., a 4 on at least one of the three questions) and positive purchase decisions (i.e., at least a 5
on all three purchase questions). There were 21 participants (13.6%) who reflected on a negative
purchase decision (11 negative experiential purchases and 10 negative materialistic purchases).
There were 24 (15.6%) participants who reflected on a neutral purchase decision (5 neutral
experiential purchases and 19 neutral materialistic purchases). Finally, there were 109 (70.8%)
participants who reflected on a positive purchase decision (59 positive experiential purchases and
50 positive materialistic purchases).

Results
Correlations among Measures and Predicting Well-being

By examining the correlations between the measures of well-being and the psychological
need satisfaction experienced from these purchases (again see Table 1) it was demonstrated that
relations between all three psychological needs were positively correlated with one’s own well-
being due to the purchase. However, only relatedness satisfaction was significantly correlated

with others’ well-being due to the purchase. Vitality was also strongly correlated with each well-
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being construct concerning one’s own well-being and moderately correlated with purchases that
promote others’ well-being. Social comparison was negatively correlated with all four measures
of well-being due to the purchase. However, envy was only correlated (positively) with one well-
being outcome (“the purchase has made me happier”).
Well-being Differences by Purchase Type

The major goal of this study was to determine how monetary decisions affect SWB. We
began by examining whether different purchase choices within each condition (i.e., experiential
and material) affected well-being (see Table 2). First, within both conditions, some purchase
choices were more frequent. Within the experiential condition, participants were more likely to
use their discretionary income on fees and admissions (39%), dining experiences (24%), or to
travel (17%). Within the material condition, participants were more likely to use their
discretionary income to buy clothing or jewelry (54%) or a TV, stereo, or computer (15%).
Second, even though there was no significant difference in the amount spent between the two
conditions (Mdn = $76.50 for the experiential condition, Mdn = $70.00 for the material
condition; p = .81) there were significant differences in the amount spent within each condition
(again see Table 2). Traveling was the most expensive purchase (Mdn = $400.00) within the
experiential condition and buying a TV, stereo or computer was the most expensive purchase
(Mdn = $235.00) within the material condition. Still, the amount spent within each condition was
not associated with different reports of happiness or satisfaction with the purchase or different
reports of increased happiness for the self or others due to the purchase.
Well-being Differences by Condition

Next, we examined the mean differences between the experiential and materialistic

conditions for average well-being and need satisfaction due to the purchase. To control for
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possible covariates, we examined mean differences between conditions controlling for household
income and the cost of the purchase — there was no significant difference between the two groups
on household income (t (149) = .34, p=.73) or on how much they spent on their purchase (t
(152) =.99, p = .33). Table 3 reports the adjusted means and effect sizes. When examining well-
being due to different purchase decisions, participants in the experiential condition reported
greater well-being, on average, due to their purchase than did participants in the material
condition. Specifically, participants indicated that experiential purchases represented money
better spent, F(1, 144) = 5.56, p = .020, brought more happiness to themselves F(1, 144) = 5.22,
p =.044 , and more happiness to others, F(1, 144) = 30.35, p <.001.

We also anticipated that experiential purchases would result in greater satisfaction of
psychological needs than material purchases. To test this hypothesis, we examined the adjusted
mean differences between experiential and materialistic purchases for psychological need
satisfaction, vitality, social comparison, and envy (again see Table 3 for adjusted means).
Compared to material purchases, experiential purchases led to greater satisfaction of the need for
relatedness F(1, 144) =47.22, p <.001, produced a greater sense of vitality, F(1, 144) =4.81, p
=.030, and were less subject to social comparison, F(1, 144) =11.34, p=.001.

Building Path Models to Determine how Experiential Purchases Increase Well-being

The ultimate goal of this study was to answer the question: “Why do experiential
purchases lead to greater happiness?” To answer this question, we specified several path models
(which were tested using Amos Version 17.0). We used path analysis techniques because these
procedures can determine direct and indirect (i.e., mediational) effects simultaneously with
multiple predictors and outcomes. We followed the suggested guidelines and recommendations

of Stage et al. for reporting results of path models (2004; see Stage, Carter, and Nora for a
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detailed description of when and how social scientists use path models). We determined the fit of
the path model by examining different goodness-of fit indices (see Hu and Bentler [1999] for a
good review of these indices). Specifically, we examined the: (a) chi-square statistic (Kenny
[2003] argues that the chi-square statistic is a reasonable measure of fit when the number of
cases is between 75 and 200), which demonstrates good fit when the chi-square is not significant;
(b) Normed Fit Index (NFI), which demonstrates good fit when the NFI value is above .95
(Kenny, 2003); (¢) Tucker Lewis Index (TLI) which has similar interpretations as the NFI; and
(d) the root mean square error of approximation (RMSEA) which demonstrates good fit when the
RMSEA value is below .05, although less than .08 is acceptable.

Most importantly, Stage, Carter, and Nora (2004) argue that “theoretical knowledge on
the part of the researcher is critical to the successful application of path analysis” (p. 6). To
follow this recommendation, we proposed a theoretical model (see Figure 1) based on Self-
Determination Theory — which predicts that vitality is a direct result of relatedness needs
satisfaction (Ryan & Deci, 2001, 2008) — and Van Boven’s (2005) suggestion that the “hedonic
superiority of experiential over material purchases is multiply determined” (p. 137). Van Boven
predicted that experiential purchases should cultivate stronger social interactions (e.g.,
relatedness satisfaction) while materialistic purchases should be more affected by
disadvantageous social comparisons. Thus, our theoretical model includes a single exogenous
variable (experiential purchases, which dummy codes purchase type as 1 = experiential purchase
and 0 = materialistic purchase), the three significant mediating variables from Table 3
(relatedness, vitality, and social comparison), and a single outcome (well-being due to the
purchase — which was “I feel the money was well-spent” in model 1, “the purchase has made me

happier” in model 2, and “the purchase has made others happier” in model 3).
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Developing the model. Our model specification began by testing two different simple
mediation models. The goal of these models was to determine the likelihood that relatedness was
the mediator of the experiential purchase—vitality relation (as is predicted by Self-Determination
Theory and psychological need theory) as opposed to the likelihood that vitality was the
mediator of the experiential purchase—relatedness relation. We confirmed that the best fitting
model was from experiential purchases through increased relatedness to increased vitality (Xz(l) =
.59, p = .44). When we tested a model with vitality as the mediator and relatedness as the
outcome the model did not fit the data (xz(l) =41.90, p <.001). This finding suggests that the
link between experiential purchases and vitality is mediated by increased relatedness (supporting
Self-Determination Theory).

Our next goal was to test Van Boven’s hypothesis that the effect of purchase decisions on
well-being is multiply determined — specifically, that social comparison has a direct effect on
well-being. First, we examined if social comparison significantly predicted vitality when
controlling for relatedness. When we controlled for relatedness there was no significant
association (p = .32) between social comparison and vitality. We also examined the model fit
when social comparison was predicted to only have an indirect effect (through relatedness or
vitality) on well-being — however, the best fitting model demonstrated that social comparison had
a direct effect on well-being. Based on the results of the two previous procedures, we found
support for our theoretical model (again see Figure 1), which predicted that the increased well-
being resulting from experiential purchases proceeds through two independent mechanisms: (a)
through increased relatedness, which results in increased vitality and (b) through decreased

social comparison.
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Testing the model. We report the model fit statistics and the path coefficients for each
model in Table 4.

In the first model (“I feel the money was well-spent”), the indices of model fit
demonstrated acceptable goodness-of-fit (x2(5) =8.11,p=.15; NFI = .94; TLI = .95; RMSEA =
.06). Experiential purchases represented money better spent because of increased vitality and
decreased social comparison. The path from vitality to “I feel the money was well-spent” was
positive and significant (path C; f = .33, p <.001) and the path from social comparison to “I feel
the money was well-spent” was negative and significant (path E; f =-.26, p <.001). In the
second model (“the purchase has made me happier”), the indices of model fit demonstrated
excellent goodness-of-fit (XZ(S) =6.41,p=.27; NFI =.96; TLI = .98; RMSEA = .04).
Experiential purchases again provided more happiness because of increased vitality and
decreased social comparison — though increased vitality had a much stronger effect. The path
from vitality to happiness due to the purchase was positive, strong, and significant (path C; B =
.56, p <.001) and the path from social comparison to happiness due to the purchase was
negative, smaller, and significant (path E; B =-.16, p =.014). Thus, in these two models,
experiential purchases have an indirect effect on one’s well-being because of increased
relatedness, which then leads to increased vitality, and decreased social comparison.

However, in the third model (“the purchase has made others happier”), the indices
demonstrated that the model did not fit the data (x2(5) =55.33, p <.001; NFI =.67; TLI = .37;
RMSEA = .26). The reason for the poor fit was that we could not constrain the path from
relatedness to others’ happiness to be .00 and we could not constrain the path from experiential
purchases to others’ happiness to be .00. Thus, in this model both relatedness and the purchase

type had a direct effect on others’ happiness. Also, we were able to constrain the paths from
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vitality to others’ happiness and from social comparison to others’ happiness to be .00 without
altering the fit statistics. Thus, this model is drastically different from the theoretical model.
When we changed the model to add all significant paths and delete all non-significant paths, we
finally obtained acceptable model fit (X2(5) =8.52,p=.13; NFI =.95; TLI = .96; RMSEA = .07).
In this new model, the path from relatedness to others’ happiness was positive, strong, and
significant (f = .42, p <.001) and the path from experiential purchases to others happiness was
positive and significant (f = .22, p =.005).
Evaluating the Support for a Comprehensive Path Model

Because the first two models (“I feel the money was well-spent” and “the purchase has
made me happier”) had similar model fit statistics and standardized path coefficients, we
attempted to build a final comprehensive model which included the purchase type, the three
significant mediators, and both well-being outcomes. We began with the same model that
demonstrated good fit for both outcomes (see Figure 1) and added a final path from “the
purchase has made me happier” to “I feel the money was well-spent.” In this model, we
constrained the mediators (relatedness, vitality, and social comparison) such that none had direct
effect on “I feel the money was well-spent.” The indices of model fit demonstrated acceptable
goodness-of-fit (Xz(g) =14.82, p=.10; NFI =.94; TLI = .96; RMSEA = .07) — however, the
results indicated that the path from social comparison to “I feel the money was well-spent” was
significant even when controlling for “the purchase has made me happier.” The addition of this
path substantially improved the model fit (Xz(g) =8.42,p=.39; NFI=.97; TLI = .99; RMSEA =
.02). To ensure that the order of the two well-being outcomes was important, we reversed their
order such that “I feel the money was well-spent” predicted “the purchase has made me happier”

— however, this produced a model with unacceptable model fit (Xz(g) =47.08, p<.001; NFI = .84;
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TLI=.82; RMSEA = .18). Thus, we concluded that the final comprehensive model (see Figure
2) not only fit the data very well, but also provided the best possible explanation for why
experiential purchases lead to greater well-being.

Discussion

For nearly 50 years, researchers have explored the correlation between income and SWB,
only to find that the association remains relatively weak. However, research has shown that
investing money in experiences, as opposed to material objects, may lead to increased well-being
(Van Boven, 2005). Given the curvilinear relationship between income and SWB (see Howell &
Howell, 2008), it may be that income earned after basic needs are satisfied can increase SWB
only when it satisfies high-order psychological needs. The weak income-SWB relation at higher
income levels may therefore be due to individuals using their discretionary income in ways that
do not satisfy psychological needs. Thus, the main goal of this study was do determine if: (a)
experiential purchases, as opposed to material purchases, increase well-being, and if so (b) what
model provides the best explanation for this increase.

The results from this study corroborate and extend the findings by Van Boven and
Gilovich (2003). Participants rated experiential purchases as more likely to: (a) be considered
money well-spent, (b) make them happy, and (c) make others happy. As well, participants rated
experiential purchases as more likely to: (a) increase their relatedness and vitality, and (b)
decrease their social comparison concerning their purchase. Based on these results, and
hypotheses based on Self-Determination Theory and Van Boven (2005), we proposed a
theoretical model that predicted experiential purchases would cultivate stronger social
interactions than material purchases, and should be less affected by disadvantageous social

comparisons. These models demonstrate that experiential purchases did not have a direct effect
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on considering the money was well-spent, nor on being happier because of the purchase.
Experiential purchases, however, had an indirect effect on the purchaser’s own well-being
through two independent paths: (a) increased relatedness, which then lead to increased vitality
(as predicted by Self-Determination Theory — see Ryan & Deci, 2008) and (b) decreased social
comparison (as predicted by Van Boven, 2005). When others’ happiness was the outcome,
experiential purchases had a direct effect on others” well-being and an indirect effect through
increased relatedness.

Do these results support an extension of basic need theory?

Basic need theory suggests that satisfaction of an individual’s needs will progress in a
hierarchical manner, beginning with the most basic needs such as food, clothing, and shelter, and
moving sequentially on a path toward high-order psychological needs and, eventually, to self-
actualization (Maslow, 1954). Howell and Howell (2008) suggested that fulfillment of
psychological needs, such as the autonomy, competence, and relatedness needs proposed by
Self-Determination Theory, may be satisfied by additional income if the income is allocated
properly. The current study attempts to extend basic need theory by testing the hypothesis that
psychological need satisfaction is the critical link between purchasing decisions and SWB.

The results of this study provide preliminary support for this hypothesis and suggest a
model by which discretionary income may be used to increase well-being. If individuals spend
money in ways that satisfy current physical or psychological needs (i.e., basic needs at the
poverty level or psychological needs at higher income levels), this increase in need satisfaction
should lead to an increase in overall well-being. It should be noted that we operated under the
assumption that the university students participating in this study were not struggling to fulfill

basic physiological needs, but were operating at a higher stage of psychological need fulfillment
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and, thus, provided an adequate test of our extension of basic need theory. However, it is also
possible that these results might generalize across income levels — even for individuals in
extreme poverty (see Howell & Howell, 2008 for this rationale). Thus, while we believe this
study has taken a necessary first step in testing extensions of basic need theory, it raises several
questions that must be addressed by future research.

Why do vitality and social comparison affect well-being?

Because experiences are likely to be shared with others and, thus, are likely to provide
opportunities for strengthening relational bonds, the effect of experiential purchases increasing
satisfaction of relatedness needs was not unexpected. Also, a sense of vitality (a positive state of
energy and alertness that reflects organismic integration and actualization [Ryan & Frederick,
1997]) is thought to be a direct result of autonomy, competence, and relatedness needs
satisfaction (Ryan & Deci, 2001, 2008). Thus, increased vitality should be an indicator of
increased need satisfaction. Our model supports the predictions made by Self-Determination
Theory by showing that experiential purchases first lead to increased relatedness satisfaction,
which results in increased vitality — this increase in vitality then predicts increased well-being.
However, the strong effect of vitality on self well-being (especially self-happiness) may be
explained by the age of our sample. In a meta-analysis examining personality change over the
lifespan, Roberts, Walton, and Viechtbauer (2006) found that standardized mean-level changes
for both social vitality and openness to experience were highest in the college years, and
decreased as people aged. Thus, achieving a sense of vitality from experiences may have been of
primary importance to our sample of young adults. We would expect that an older population

would help determine whether vitality holds up as an important mediator across the lifespan.
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Van Boven (2005) suggests that experiential purchases may be less subject to social
comparison than material purchases. Our consistent finding that decreased social comparison
mediated the relationship between experiential purchases and increased well-being may be due to
a number of factors. Yet, we believe the most likely explanation is the effect experiential
purchases may have on eudemonic well-being. Several researchers have noted a difference
between hedonic well-being, which stresses pleasure or positive affect and life satisfaction, and
eudemonic well-being, which refers to a self-actualizing type of happiness based on core values
and holistic concerns (Ryan & Deci, 2001). It may be that experiential purchases, or using one’s
money to buy a life experience, result in a more virtuous, self-actualizing type of eudemonic
well-being, even if sensory-oriented, shorter lived hedonic pleasures are also achieved. If so,
then these models may indicate that experiences contribute more to eudemonic well-being than
material purchases. This boost in eudemonic, or value based, well-being may be less subject to
concerns about what others think about the purchase because, possibly, the experience comes
from a “deeper” sense of purpose and fulfillment than a material object.

Finally, experiential purchases were more likely than material purchases to lead to
perceptions of increased well-being for others, both directly and via increased relatedness — not
because of increased vitality or decreased social comparison. Though it is important to bear in
mind that a purchase type (material vs. experiential) and spending target (self vs. other) are
conceptually orthogonal, experiential purchases are, presumably, more likely than material
purchases to involve other people, offering greater opportunities to form social bonds and create
a sense of communal belonging. Research also suggests that spending money on others leads to
greater happiness than spending money on oneself (Dunn, Aknin, & Norton, 2008). Material

purchases, unless purchased as a gift, are most likely to be used and enjoyed by the person who
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purchased them. Thus, we conjecture that if experiential purchases involve money being spent on
others as well as self, this may explain the increase in well-being experienced by self and others
— especially through the recollection of shared experience with others.
Limitations

It should be noted that the methods employed in this study only allowed for retrospective
accounts of the well-being attained from differing types of purchasing behaviors. While
participants were instructed to recall a relatively recent purchase (within the past 3-months), it is
conceivable that their recollections may have been affected by intuitive theories about the
expected result of a purchase (i.e., attending a concert with a friend must have strengthened the
friendship, whether it did in actuality or not). To alleviate this issue, future studies should
randomly assign participants to spend money on either a material good or an experience (with
methods similar to Dunn, Aknin, & Norton, 2008), and to test for differences in overall
psychological need satisfaction and well-being between the two groups after the purchase.
Additionally, it should be noted that the specific mediators uncovered in these analyses may not
be precisely replicated in future studies. For example, relatedness as a mediator between
experiential purchases and resulting happiness from the purchases (through vitality) may not
generalize to an older population, for reasons mentioned above. However, this study does offer
preliminary support for increased psychological need satisfaction and decreased social
comparison playing a crucial role in the attainment of greater well-being through prudent
allocation of discretionary income.

A second limitation of the study is the relative-benefit design used in this study. For
example, we find that those who reflected on an experiential purchase reported more agreement

with the question “this purchase has made me happier” (M = 5.87) than those who reflected on a
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material purchase (M = 5.32). However, the meaning of this difference in agreement is unclear.
Future studies could clarify the nature of this difference by altering the items to be in question
format (e.g., “compared to how you felt before this purchase, are you more or less happy because
of this purchase today?), and could provide a more meaningful scale (1 = am much less happy
today because of this purchase, 4 = I am neither more or less happy because of this purchase, 7 =
I am much happier today because of this purchase).

Finally, the items used to measure the theorized mediators (i.e., psychological need
satisfaction) and the absence of important constructs typically measured by models utilizing Self-
Determination Theory (i.e., intrinsic vs. extrinsic motivation) limits our understanding of why
specific purchase types may lead to altered levels of well-being. First, we suggest that the non-
significant differences between purchase types on the satisfaction of the needs for autonomy and
competence should be interpreted with some caution. It is important to emphasize that these null
effects were found using relatively few items to measure autonomy and competence and the
measures were developed specifically for the purpose of this study. These results should be
replicated before we conclude that the increased well-being due to experiential purchases is not a
function of autonomy and competence. Second, some experiences may be purchased because of
extrinsic motives (e.g., beauty spas) and some material items may be purchased because of
intrinsic motives (e.g., books) — thus, we suggest that future research include items to measure
the motivations behind the purchase. Though we believe that experiential purchases may, on
average, be purchased because of intrinsic motives (material purchases did result in higher levels
of social comparison) examining the motives behind each purchase is likely to clarify why

specific purchases are made, and why specific purchases lead to lower well-being.
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Conclusion

People continue to believe that more money and more possessions will make them happy,
even though 35 years of well-being research has shown that this is generally not the case.
Perhaps this belief has held because money is making some people happy some of the time — at
least when they spend it on life experiences. Thus, while absolute money may not be strongly
related to SWB, the small relation may be due to other factors suppressing the relation. For
example, Kahneman et al. (2006) found that wealthier individuals spent more time working and
engaging in compulsory non-work activities, and spent less of their time enjoying passive
leisure. They concluded that the “activities that higher-income individuals spend relatively more
of their time engaged in are associated with no greater happiness, on average, but with slightly
higher tension and stress” (p. 1910). Thus, time at work or time lost with others may suppress an
otherwise strong income-SWB relation. Therefore, even though several studies have focused on
the single correlation between income and SWB, more elaborate models (controlling for
spending choices and measuring the degree of psychological need satisfaction attained from
those spending choices) may demonstrate that one’s income can lead to increased well-being if
the income is used in certain ways. Regardless of what the possible suppressor may be, it is
imperative that well-being researchers attempt to determine if purchasing choices play a role in
life satisfaction and happiness before concluding that people’s intuition—that more money will

make them happier—is incorrect.
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Table 1

Descriptive Statistics, Reliability Coefficients, and Inter-correlations of Scale Scores

Mean
Construct (SD) o 1 2 3 4 5 6 7 8 9
1. I am happy with the purchase 6.10 - -
‘ PPy P (1.34)
5.70 -
2. The money was well-spent (1.61) - 73 -
3. The purchase made me happier >.62 - 74 67" -
- hepu PP (1.43) ' '
: 4.47 . -
4. The purchase made others happier (1.83) - A5 33 32 -
473 ok sk sk
5. Autonomy (1.37) .82 32 23 .36 .06 -
6. Competence 4.23 74 217 32" 317 09 43" -
. (124) - . . . . .
7. Relatedness 4.45 77 227 33" 377 54" 27" 42" -
. 127 . . . . . .
8. Vitali >3] 89 44™ 377 58" 17 52" 41" 46™ -
. ty (l14) . . . . . . .
. . 2.81 3k sk k% ok £ *
9. Social Comparison (1.44) .61 =27 -.32 -.26 -.25 .06 .03 -25 -.18 -
10. Envy 3.75 56 09 15 17" .09 357 407 18" 317 13
’ (1.46) ' ’

Note. N=154

"p<.057p<.01
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Table 2

Descriptive Statistics of Expense and Well-Being for Different Purchase Categories Controlling for and Purchase Cost

Experiential Condition

How much did I am happy with I feel this money The purchase The purchase

you spend on the the purchase I was well spent.  has made me made others
purchase?” made. happier. happier.
Test of difference within v (74)=18.13, F(4,68)=.57,p F(4,68)=.43p F(4,68)=27p F(@4,68)=18I,
condition p=.001 =.68 =.79 =.90 p=.14
Purchase Type Percent
Beauty spas 3 $57.00 7.00 7.00 6.51 2.54
A dining experience 24 $27.50 6.23 6.19 5.68 5.58
Fees and admissions 39 $61.50 6.22 5.99 5.98 5.28
Travel 17 $400.00 5.69 5.68 5.77 5.61
Other 17 $92.00 6.13 5.76 5.96 4.87
Material Condition
Test of difference within v (78)=10.86, F(4,73)=.58,p F(4,73)=.50,p F(4,73)=.40,p F(4,73)=1.77,
condition p=.028 =.67 =.74 = .81 p=.15
Purchase Type Percent
Beauty products 4 $20.00 5.55 4.87 5.21 3.57
Books and CDs 8 $21.50 6.06 5.38 4.72 4.08
Clothing and jewelry 54 $70.00 6.05 5.30 5.33 3.27
TV, Stereo, Computer 15 $235.00 6.52 6.05 5.70 4.14
Other 19 $130.00 5.55 5.43 5.43 4.42

We examined mean differences within each condition controlling for the amount of money spent on the purchase.

* We report the median amount spent on each purchase category and test for median differences within the conditions.
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Table 3
Comparisons of Groups for Well-Being and Psychological Need Satisfaction Controlling for

Household Income and Purchase Cost

Condition
Evaluation Experiential Material ngtlilzlrf;a

Well-being From Purchase

Happy with the purchase I made. 6.14 5.96 .005
Feel this money was well-spent 5.99 5.35 .037*
The purchase has made me happier 5.87 532 .035%*
The purchase made others happier. 5.24 3.71 174%*
Possible Mediators

Relatedness 5.11 3.83 247%*
Autonomy 4.64 4.86 .006
Competence 4.22 4.19 .000
Vitality 5.78 5.36 .032%*
Social Comparison 242 3.21 073%*
Envy 3.76 3.82 .000

Note. N = 154. Means adjusted for covariates at the following values: Household income =
$32,267; purchase price = $475.39. Because there was no significant difference between the two
groups on household income (t (149) = .34, p =.73) or how much they spent on their purchase (t
(152) = .99, p = .33), the values refer to the averages for household income and purchase price
across conditions, respectively.

*p<.05. **p<.0l.
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Testing Three Path Models to Predict how Purchase Decision may Affect Well-being
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Goodness of Fit Indices

Standardized Paths

Well-being Outcome % (an p NFI

Model

I feel the money was

well-spent 8.11(5) .15 .94

The purchase has

made me happier 6.41(5) .27 96

The purchase has

made others happier 5533 (5) <0l .66

R2
Path Path Variance
D B explained in
outcome
-.26* -.26* .19
-.26* -.16* .34
-.26* -.23* .07

Note. Because the models only differ in the outcome variable — Path’s A, B, and D have the same coefficients in all models. Unique
paths for each model in bold. ). The reason for the poor fit in Model 3 (others happiness) was that we could not constraint the path
from relatedness to others happiness to be .00 and we could not constrain the path from experiential purchases to others happiness to

be .00.
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Figure 1. We propose a theoretical model based on Self-Determination Theory (see Ryan &
Deci, 2001, 2008) and Van Boven’s (2005) prediction that experiential purchases should
cultivate stronger social interactions (path A) and materialistic purchases should be more
affected by disadvantageous social comparisons (path D). It is expected that increased
relatedness (path B), through increased vitality (path C), and decreased social comparison (path

E) should increase well-being.

Figure 2. The final comprehensive path model which tested why experiential purchases lead to
greater well-being. The indices of model fit demonstrated excellent goodness-of-fit (Xz(g) =8.42,

p=.39; NFI =.97; TLI=.99; RMSEA = .02). All paths in the model are signification at p <.05.
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Experiential A Relatedness B Vitality
Purchase - Satisfaction >
D C
v v
Social E R Well-being due to

Comparison Purchase




Experiential
Purchase

-.26

R>= .07

Social
Comparison

Sl

R%= 26

Relatedness
Satisfaction

-.16
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46

v

R*= 21
Vitality
.55
v R’=34
The purchase has

made me happier

.66

v

R>= 46

The money was
well-spent
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	Experiential Versus Material Purchases
	There are many ways in which people can choose to utilize their money. One such way is by acquiring a life experience — an event or series of events that you personally encounter or live through (e.g., eating out, going to a concert, traveling, etc). When using money in this way, a person does not acquire a physical, tangible object that remains in their possession, but instead obtains only a memory of the experience or event. We call this an experiential purchase. We would like you to think about a recent time when you have used your money to pay for an experience or event – made an experiential purchase. This purchase must meet the following conditions: (a) The money was spent with the intention of advancing your happiness or enjoyment in life; that is you spent your money with the intention of increasing your happiness or enjoyment in life (b) The costs were paid in full at the time or experience was acquired, or will be paid for within a month. Long-term investments requiring extended payments should be excluded.
	There are many ways in which people can choose to utilize their money. One such way is by acquiring material goods or products. A material good can be defined as a tangible, physical object that you obtain and keep in your possession for an unspecified period of time (i.e. jewelry, clothing, stereo equipment). We call this a monetary purchase. We would like you to think about a recent time (within the last 3 months) when you have used your money to buy a material good – made a monetary purchase.


