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Articulating a Positive Relationship to Money
Materialism and Psychological, Organizational, and Social Well-Being

Existing research convincingly demonstrates the deleterious effects of materialistic attitudes and materialistic goals on health.  For example, Burroughs and Rindfleisch’s (2002) recently summarized 19 studies of the relationship between materialism and psychological well-being.  All 19 studies, and the data collected and reported by Burroughs and Rindfleisch (2002) showed a negative relationship between materialism and well-being.  Indeed, even critics find a negative relationship between materialistic attitudes and goals and well-being (e.g., Carver and Baird 1998; Srivastava, et al. 2001; Nickerson, et al. 2003).  Further, this relationship appears to hold across multiple cultures.  For example, studies of Australian, English, German, Romanian, Russian, South Korean, and Singaporean participants confirm this relationship (Kasser, Ryan et al. 2004).  
Organizations also suffer harm from materialism.  Recent corporate scandals, including Tyco’s Dennis Kozlowski purchasing a $15,000 umbrella stand and $6,000 shower curtain, have increased cynicism regarding corporate and executive excess.  Sarbanes-Oxley (SOX) legislation has significantly increased the cost of internal control systems that are partially designed to prevent theft and embezzlement (Ramos 2004).  Under Statement of Auditing Standards No. 99, auditors have an increasing responsibility for fraud detection (Ramos, et al., 2003).  
But while existing research makes clear the individual, organizational, and social consequences of materialism, it offers few insights into the nature and consequences of functional financial attitudes and goals.  Based in self-determination theory (SDT, see Deci & Flaste, 1995, Deci & Ryan, 2002) and positive psychology (Csikszentmihalyi and Seligman 2000; Seligman 2002) our research seeks to articulate the nature of a “positive” relationship to money.
  We speculate that the development of functional financial attitudes and goals may be an inoculation against materialism.  Consistent with SDT, we assume that positive, functional financial attitudes and goals will be a means for achieving three core psychological needs (i.e., competence, autonomy, and relationships).  The four studies that we have conducted support the contention that functional financial attitudes and goals are invariably instrumental.  That is, they are a means to fulfilling the psychological nutriments of competence, autonomy, and relationships.  In contrast, financial attitudes and goals with terminal ends, i.e., those which do not fulfill core psychological needs, degrade psychological well-being.  For example, accumulating money to pay for college for one’s spouse or children to fulfill an instrumental goal of educating one’s family illustrates a functional financial goal.  In contrast, accumulating money to prove one’s worth to self or others (e.g., Tyco’s Kozlowski) illustrates materialist, dysfunctional goals.  
Hedonic Utility
The concept of an economic utility function provides a useful starting point and model for considering the relationship among money, goals, and well-being.  Economists generally assume a one or two-parameter utility function.  The first parameter is a positive, marginally decreasing, preference for money.  The second is a negative preference for (i.e., aversion to) effort.  Hence, the commonly implemented economic utility function is materialist and does not account for the possibility that acquiring or valuing money may decrease happiness.  

Original and more recent conceptualizations of economic utility contrast with the commonly implemented model described above.  For example, the work of Jeremy Bentham (1780) and the Nobel Prize winner Frank Knight, (1922, 1935) are based in hedonic, not materialistic, conceptions of utility.  Recently, the Nobel Prize winner Gary Becker, along with Luis Rayo (Rayo and Becker 2005), have formalized hedonic utility into a principal-agent model of well-being (i.e., happiness).  They posit a state of nature, s, and a set of actions or strategies, x ( X.  Combinations of x and s produce goals or outcomes, y ( R, with a conditional probability distribution: f(y ( x, s).  Agent’s decisions are guided not by the outcomes themselves, but rather by the effects of the outcomes on emotional, hedonic rewards.  These emotional rewards are modeled as a one-dimensional level of happiness, V(y).  

The problem addressed herein can be formalized as a simplification of the Rayo and Becker model.  We consider financial attitudes as one form of “agent” strategy (x).  We posit that attitudes may contribute to or detract from the setting, striving for, and achievement of goals, which we posit as outcomes (y).  Further, the setting and achievement of goals can contribute to or detract from happiness (V(y)).  Hence, the general form of the model we explore investigates the effects of financial attitudes (i.e., strategies (x) on goals (y), and, of goals on happiness (V(y)): 


x ( y ( V(y)
(1)

Summary of Empirical Research 

To date, we have completed data collection for four studies.  In the first, we investigate one possible functional financial attitude: the construct of financial self-efficacy (FSE), which we define as the belief that one can competently manage one’s finances.  Study 1 (n = 354) provides evidence that FSE is independent of materialistic attitudes and positively correlated with the likelihood of achieving non-materialistic (i.e., intrinsic) goals.  Study 2 (n = 228) uses different FSE measures to replicate the results of Study 1.  In addition, Study 2 measures the quality of participants’ financial relationships, attitudes toward financial community, financial autonomy, and psychological well-being.  Study 2 results suggest that FSE, financial relationships, financial community, and financial autonomy form a nexus of functional, positive, financial attitudes.  As predicted, this nexus of positive financial attitudes positively correlates with psychological well-being.  

Study 3 (n = 512) replicates many of the results of Study 2 and explores the relationships among personal financial knowledge, financial attitudes, and financial behavior.  Results suggest that participants with higher levels of financial knowledge: 

1. have higher levels of FSE, financial autonomy, and financial community
2. have higher levels of debt, and, more intrinsic (vs. extrinsic) motivations for carrying debt  
Study 4 (n = 176) examines the relationship among intrinsic financial goals (i.e., saving for retirement, donating money to charity, saving for an emergency fund), ethical behavior, financial stress, and financial resources (available spending money and assets).  The results indicate that: 

1) Participants with more extrinsic (intrinsic) financial goals are more likely to:

a) hold materialistic attitudes

b) be risk seeking (risk averse) 

2) Participants with more intrinsic (extrinsic) financial goals are less likely to:

a) engage in unethical behavior (e.g., theft, cheating on a test, failing to pay owed taxes, borrowing money without repaying it), 

b) gamble and have outstanding gambling debts

3) Participants with more intrinsic (extrinsic) financial goals have higher (lower) levels of psychological well-being.  

4) Participants with more financial resources: 

a) have lower levels of financial stress and higher levels of financial trust and financial autonomy

b) are more likely to engage in dysfunctional (i.e., guilt-based) spending and unethical behavior, and, gamble

Planned Data Collection
To date, all of our data collection is with student participants.  This fall we are collecting data with non-student participants who volunteer to complete a web-based survey that is available to the public.  The URL for this study, which will be available after approval by the University of Kentucky Institutional Review Board, is: http://www.surveymonkey.com/s.asp?u=297101167201.  Participants will be eligible for a $50 cash drawing.  Please participate and ask others to do so! 
Conclusion 

We argue for the importance of articulating, and empirically investigating, both the positive (i.e., affirming) and negative (i.e., deleterious) psychologies of money.  Our research is based in hedonic (not materialist) conceptions of utility and self-determination theory.  Our empirical research suggests the existence of a set of “positive” money attitudes that positively correlate psychological well-being.  Our ultimate goal in this research is to articulate, and empirically evaluate, interventions that enhance positive financial attitudes and goals, and thereby increase psychological well-being.  In addition, we seek to better understand the organizational (e.g., internal control) and social consequences of positive and negative financial attitudes and behaviors.  
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� We use the term “positive” in the traditional sense of an affirming or desirable attribute and not in the more recent, and opposite, meaning of a purely descriptive scientific approach (e.g., Milton Friedman’s conception of a “positive economics”; Watts and Zimmerman (1986) concept of positive accounting theory.  





