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In countries where Christmas is celebrated, people are under pressure in the pre-Christmas period to spend on gift giving and socializing. In two surveys we investigated the role of the meaning of Christmas and other psychological factors in predicting propensity to spend and to borrow at Christmas (UK, N = 190; Norway, N = 234). Factor analysis identified three components of the meaning of Christmas: financial concerns, indulgence, and social aspects. In both surveys: (1) experienced financial hardship predicted lower propensity to spend and greater propensity to borrow; (2) more proactive money management practices predicted lower propensity to borrow; (3) material values predicted both propensity to spend and propensity to borrow; and (4) seeing Christmas as a time for indulgence, experiencing more negative affect, or less positive affect, predicted greater propensity to spend. Additionally: (1) in the UK survey, participants who said that lately they had been feeling more negative (more angry, sad etc.) had a greater propensity to borrow; and (2) in the Norway survey, an obligation gift motivation predicted propensity to spend. The findings show that in addition to experienced financial hardship and proactive money management practices, the psychological factors of material values, affect, and gift motivation play significant roles in propensity to spend and/or borrow at this time of high pressure. We discuss implications for theory and financial interventions.
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1 Introduction

In countries where Christmas is celebrated, including the UK and Norway, people are under pressure, in the weeks and months preceding it, to spend on gift giving and socializing (e.g., Belk, 1993). This practice may be unsustainable in many ways, encouraging both overconsumption of resources and overspending of money. Christmas spending may be accomplished with existing resources, or by using credit facilities such as credit cards or personal loans. The Deloitte (2018) Christmas survey found that British people intended to spend the most out of the European countries surveyed that year, 38.6 percent more than the European average, and their reported actual spending in 2018 was 41.4 percent above the European average (Deloitte, 2019). Virke, the Federation of Norwegian Enterprise, estimated that Norwegians would use NOK 12,500 more in December 2023 than in the rest of the year because of Christmas related shopping (Virke, 2023), which represents 27 percent higher sales for retailers than in the rest of the year. According to a survey conducted by the Norwegian debt collection agency, Lindorff, in 2019, one out of three respondents say they spend more than they can afford on Christmas shopping (Intrum, 2019).

The broad aim of our research is to understand the recurrent social and emotional pressures that people experience when making financial decisions and how these pressures affect behavioral intentions at a time of high expense such as the pre-Christmas period, potentially creating or exacerbating financial hardship post-Christmas. In particular, we aim to identify key psychological predictors of propensity to spend and borrow at this time of high pressure, over and above demographic and practical financial variables.

We present the findings from two surveys conducted before Christmas, one in the UK (N = 190) and the other in Norway (N = 234). The UK pre-Christmas survey was part of a more extensive UK project that was preceded by an interview study and followed by a post-Christmas survey1. The interview study (N = 20) was designed and conducted according to an adapted mental models protocol (Morgan et al., 2002; Downs et al., 2008) with the aim of characterizing people's mental models about Christmas and related financial matters. Some of the findings are reported in McNair et al. (2015), and others of concern to this study are reported in Appendix 1. The interviews were used to construct scale items in respondents' own words for the pre-Christmas surveys presented here. The final scales assessed three aspects of what Christmas means to people (financial concerns, indulgence, and social) and two outcome variables, propensity to spend, and propensity to borrow at Christmas (see below and Appendix 1). Similar to the present study, the post-Christmas survey aimed to identify significant psychological predictors of reported spending and borrowing behavior at Christmas after controlling for demographic and practical financial variables. As McNair et al. (2016) report, the main findings were that external locus of control and spendthrift tendency were associated with reported spending, and external locus of control, emotional coping style and denial coping style were associated with reported borrowing behavior.

The results of the UK pre-Christmas survey we report here complement the results reported in McNair et al. (2016) by investigating propensity to spend and borrow, assessed before Christmas, and by investigating different psychological predictors. To achieve this substantive aim, the survey's methodological aim was to construct, and assess the psychometric properties of, new scales to measure the three aspects of the meaning of Christmas, propensity to spend, and propensity to borrow at Christmas. The Norway pre-Christmas survey was conducted to assess the external validity of the UK survey findings, in particular, by evaluating the above-mentioned scales, and to assess the robustness of the psychological predictors of propensity to spend and borrow at Christmas identified in the UK survey. In addition, the Norway survey investigated the role of another potentially important psychological predictor, gift motivation.

Figure 1 presents the theoretical framework underlying the research presented. The boxes to the left present the three sets of predictors (sociodemographic, practical financial, and psychological) of the outcome variables (propensity to spend, and propensity to borrow at Christmas) in the box to the right of the figure.
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FIGURE 1
 Sociodemographic, practical financial and psychological predictors of outcome variables propensity to spend and propensity to borrow at Christmas.



1.1 Literature review

Clearly, certain demographic variables, including age, gender, and family composition, are likely to be significant predictors of propensity to spend and borrow at Christmas (Allgood and Walstad, 2013; Davies et al., 2019) as well as practical financial variables such as economic hardship and money management practices. Economic hardship has been assessed by various indicators, including insufficient income to meet basic needs, expenditure cutbacks and failing to meet on-going financial commitments such as rent, utility bills, mortgage or consumer credit repayments (Loibl, 2017; Bourova et al., 2019). We expect the experience of economic hardship to be associated with lower propensity to spend and higher propensity to borrow, since borrowing and cutting back on expenditure are frequently observed means of coping with economic hardship (Silinskas et al., 2021). In addition, we expect people who manage their finances more proactively to have lower propensity to spend and borrow, since previous research has found such associations with respect to spending and borrowing (Garðarsdóttir and Dittmar, 2012).

However, our main research questions concern the extent to which certain psychological variables are significant predictors of propensity to spend at Christmas and propensity to borrow at Christmas, after controlling for demographic and practical financial factors. First, as mentioned, we explore the extent to which aspects of the meaning of Christmas predict these variables. Although the influence of the meaning of Christmas on propensity to spend and borrow at Christmas has not previously been investigated, we speculated that financial concerns might be negatively associated with propensity to spend and positively associated with propensity to borrow, while Christmas as a time of indulgence and socializing might be associated positively with both propensity to spend and to borrow.

We also investigate the relationship between certain other psychological variables and propensity to spend and borrow at Christmas. Ideally, consumers should manage Christmas spending in a rational way, and make spending decisions based on a budget that takes future income and expenses into account, thereby maximizing goal achievements within the set budget. However, given the high pressure to spend at Christmas, the emotional stress involved (Sherry et al., 1993; McNair et al., 2016) and the changes in consumption patterns around Christmas (Phillips et al., 2004) there is reason to expect that psychological factors may have considerable impact on spending decisions, such that people spend more than an economic model based on rational decision makers would predict. We therefore investigate the extent to which four psychological variables, that previous research has identified as being associated with spending and borrowing, predict the propensity to spend and borrow at Christmas: material values (Garðarsdóttir and Dittmar, 2012); the spendthrift-tightwad dimension (Rick et al., 2008); positive and negative affect (Watson et al., 1988); and three facets of gift motivation (Wolfinbarger and Yale, 1993).

With respect to material values (Richins and Dawson, 1992), several previous studies have looked at the value that a consumer places on the acquisition and possession of material goods in Christmas celebrations. Belk (1993) described how materialism and commercialism have steadily become more salient characteristics of Christmas celebrations so that consumption, through gift giving, social events and decoration, has become a key ingredient. Gift giving is a Christmas ritual associated with the building and strengthening of social relationships, which brings many consumers happiness (Givi et al., 2023). However, research has also shown that gift giving may have a dark side and cause anxiety (Sherry et al., 1993). For example, Wooten (2000) found that many consumers see gift giving as a form of identity presentation and worry about how their gifts will be perceived by the receivers, which in turn may lead to overspending on gifts. Otnes et al. (1993) found that some receivers are perceived as “difficult” and may cause gift givers to fear embarrassment if they fail to fulfill their expectations. This may also cause gift givers to overspend. It is likely that worries about the receivers' reactions to a gift may be stronger among materialistic consumers.

Building on the research of Garðarsdóttir and Dittmar (2012), who found material values to predict overspending and debt levels, and of Watson (2003) who found that highly materialistic people were more likely to see themselves as spenders and have positive attitudes toward borrowing, we investigate whether material values also predict the propensity to spend and borrow at Christmas. In line with these findings, we expect higher scores on material values to be associated with higher propensity to spend and higher propensity to borrow at Christmas.

The tightwad-spendthrift dimension, which was introduced by Rick et al. (2008) expresses an individual's feeling of pleasure or pain while spending and was found to heavily influence spending and credit behavior. Tightwads typically spend less than they would like in order to avoid the pain of paying. Spendthrifts, on the other hand, don't feel the same pain while paying, and typically spend more than they ideally would prefer to spend and are more likely to use credit. Although the tightwad-spendthrift dimension has not been linked to spending and borrowing at Christmas in previous research except in McNair et al. (2016), we include it here since it may be a factor that may strengthen or reduce the expected effect of materialism (Nepomuceno and Laroche, 2015). We expect tightwaddism to predict lower propensity to spend and borrow at Christmas, while spendthriftiness will have the opposite effect.

With respect to affect, previous research has shown that Christmas celebrations may be both positively and negatively associated with affective wellbeing. For example, Kasser and Sheldon (2002) and Mutz (2016) found that Christmas celebrations based on material values are negatively related to wellbeing. This is in line with the findings from the meta-analysis of Dittmar et al. (2014) that materialism is associated with lower levels of positive affect and higher levels of negative affect and anxiety. The tradition of exchanging gifts at Christmas may also affect emotions, both in a positive (e.g., Pillai and Krishnakumar, 2019) and negative (e.g., Sherry et al., 1993) way. Finally, previous research shows that Christmas celebrations, for some, may have a negative impact on physical (e.g., Keatinge and Donaldson, 2004) as well as mental health (Velamoor et al., 1999; Bergen and Hawton, 2007). Hence, there is likely to be high variation in emotions between consumers at Christmas time, and mood may influence both spending and borrowing decisions. In this study, we test whether affect is related to the propensity to spend and borrow at Christmas, although we do not propose a clear direction of the relationship. On the one hand, research has shown that a decrease in negative, or increase in positive, mood may be associated with increased spending (e.g., Murray et al., 2010; Agarwal et al., 2020). On the other hand, Kasser and Sheldon (2002) found that people who reported that spending was a relatively salient experience at Christmas, reported lower Christmas wellbeing and more negative affect. Related to this, Atalay and Meloy (2011) and Park et al. (2022) report a retail therapy effect: more negative affect, or less positive affect, are significantly related to greater intention to spend.

Turning to gift motivation, for many consumers a large part of the spending associated with Christmas celebration is related to gift exchange. Previous research has found that individuals have different motivations when they buy Christmas gifts (Wolfinbarger and Yale, 1993), and the motivation may influence their subsequent choices regarding amount spent and brand choices (Givi et al., 2023). The motive to give gifts may be to make the receiver happy or better off (altruistic motivation) or it may be a strategic use of the reciprocity norm or to present oneself in a favorable manner (egoistic motivation) (e.g., Sherry, 1983). Some studies also suggest that there is variation in the willingness to give a gift, and that many gifts are given because of obligation, driven by compliance with social norms (Goodwin et al., 1990).

Few studies have focused on the link between gift motivation and spending. Wooten (2000) found that some situations, such as the presence of other people when gifts are exchanged, may lead to higher spending on gifts. People have also been found to spend more on gifts for more affluent recipients (Reshadi and Givi, 2023) while Webley et al. (1983) found that people may spend considerably more when they give cash sums rather than in-kind gifts. No studies have yet looked at the link between gift motivation and total spending. In this study, we use the three gift motivation dimensions (obligation, enjoyment, and practicality) identified by Wolfinbarger and Yale (1993) and expect stronger motives to be positively related to propensity to spend and propensity to borrow.



1.2 Research questions and their analysis

The substantive aim of this research is to address four research questions within a hierarchical regression framework. This framework, presented in Figure 1, enables us to identify the independent contribution of each predictor, as well as the additional contribution of groups of predictors, after controlling for the effects of others. We separately analyze predictors of each outcome variable, propensity to spend and propensity to borrow at Christmas. At the first step of analysis we include only sociodemographic predictors, at the second step we add practical financial variables, and at the third step we add the psychological predictors. Since the two outcome variables may be correlated, as an additional control we address the question of whether propensity to borrow is a predictor of propensity to spend, and vice versa, at the fourth step of the analysis. We expect each of these outcome variables to be a significant predictor of the other, since borrowing facilitates spending, and spending can lead to borrowing. In summary then, each regression analysis comprises four steps which correspond to the research questions stated below.

1. Do sociodemographic factors predict propensity to spend and borrow significantly, and if so which ones?

2. Controlling for sociodemographic factors, does the addition of practical financial variables significantly increase the variance of propensity to spend and borrow accounted for, and which of these predictors are significant?

3. Controlling for sociodemographic and practical financial variables, does the addition of psychological variables significantly increase the variance of propensity to spend and borrow accounted for, and which of these predictors are significant?

4. Controlling for all other variables, does the addition of propensity to borrow significantly increase the variance in propensity to spend accounted for, and vice versa, and if so, what changes occur in the effects of the other predictors?

We should note here that hierarchical multiple regression is essentially a correlational model that identifies significant associations between predictor and outcome variables. A predictor may be an antecedent cause of variation in the outcome variable, or alternatively, the association may be caused by other variables, or even, the outcome variable may be an antecedent cause of the predictor (see Tabachnick and Fidell, 2007). Our grouping of predictors in a hierarchy, from sociodemographic, to practical financial, to psychological, serves to address the question of whether the addition of the second and third categories of predictors at the relevant steps of analysis significantly increases the proportion of variance of the outcome variables accounted for by those variables. In exploratory research such as ours, the power of hierarchical linear regression is that predictors can be identified that are significant predictors after controlling for variation in other key variables. The findings are then interpreted in terms of causal models which must be further investigated. To propose or test such models in advance of our data collection here would have been premature, since we do not have sufficient prior knowledge to identify plausible models. Nevertheless, the identification of significant associations is an important contribution of itself toward understanding propensity to spend and borrow at Christmas. The causal nature, or otherwise, of predictors is considered in the Discussion Section.




2 Material and methods


2.1 The UK survey

Participants were recruited via notices placed around Leeds in libraries (on campus and off), council buildings, and community centers in north, south, west, and east Leeds. The survey was also announced at local debt forum meetings. Eligible participants were over 18 years old and indicated that they celebrated Christmas. Both online and paper-based versions of the survey were offered. N = 190 participant completed the survey in the pre-Christmas period of 2013 (n = 154 online, n = 36 paper): mean age 40 years; 64% were female; 55% had a partner; 60% had children; 65% were degree-educated; and 58% had a monthly income >£1,000. Respondents received £10 remuneration. The main difference between the online and paper version participants was a greater proportion of higher degrees in the former subgroup (see Appendix 2).

The pre-Christmas survey questionnaire comprised the following sections: (1) items to assess propensity to spend, propensity to borrow and meaning of Christmas (see Appendix 1); (2) the sociodemographic questions listed above; (3) scale items to assess the practical financial factors of economic hardship and proactive money management practices; and (4) scales to assess the psychological factors of material values, tightwad/spendthrift and positive and negative affect.



2.2 The Norway survey

Participants, who were over 18 years old, completed an online survey in the pre-Christmas period of 2016 (N = 234). Sixty seven percent were recruited via a Facebook post in which individuals older than 18 years were asked to take part, and the rest by directly approaching train passengers and people waiting for their flights in an airport. Sample characteristics were as follows: mean age 42 years; 74% female; 53% had a partner; 36% had children; 53% were degree-educated; and 59% had a monthly net income >45,000 NOK.

The UK pre-Christmas questionnaire was adapted and translated into Norwegian. The Norwegian questionnaire comprised the same scales as the UK survey, with three differences. Economic hardship was assessed via two items, asking whether participants could afford a large expense, and whether they had financial problems. Spendthrift-tightwad was measured by two rather than four of the original items (Rick et al., 2008). In addition, we added the scale developed by Wolfinbarger and Yale (1993) which assesses three facets of gift motivation.



2.3 Scales

The scales to assess predictor and outcome variables are described below. Their descriptive statistics for the UK and Norway surveys are presented in Appendix Table A3.1 and Table A3.2. Details of the construction and evaluation of the scales for the Meaning of Christmas predictors and the two outcome variables are presented in the Results section. The first two scales described are the outcome variables.


2.3.1 Propensity to spend at Christmas

This scale comprised the seven items presented in Table 1, including “At Christmas time, people feel that the more money you spend on presents the more you care about them.” Respondents indicated on a Likert scale from 1 “strongly disagree” to 5 “strongly agree” the extent to which the statement truly reflected how they felt (Cronbach's alpha: UK = 0.81, Norway = 0.73).


TABLE 1 Factor loadings from principal components analysis of the seven-item propensity to spend scale, UK and Norway surveys.
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2.3.2 Propensity to borrow at Christmas

This scale comprised the six items presented in Table 2, including “I would consider borrowing money at Christmas so I have more money to spend on the things I want.” Respondents indicated on a Likert scale from 1 “strongly disagree” to 5 “strongly agree” the extent to which the statement truly reflected how they felt (Cronbach's alpha: UK = 0.91, Norway = 0.86).


TABLE 2 Factor loadings from the principal components analysis of the six-item propensity to borrow scale, UK and Norway surveys.

[image: Table 2]

The next two scales assess practical financial predictors.



2.3.3 Economic hardship

A 12-item scale (Lempers et al., 1989) to assess the degree of financial cutbacks one has had to make in the past 3 months. Each item represents a different area of everyday spending, with respondents indicating from 1 (“I've never done this”) to 5 (“I've very often done this”) the extent of the cutbacks they've made in that area. Items cover spending on socializing, food shopping, eating habits and healthcare (UK survey only, Cronbach's alpha = 0.87).



2.3.4 Proactive money management

A 9-item scale (Garðarsdóttir and Dittmar, 2012) to assess the tendency for people to be proactive in managing their financial lives, covering a range of basic, everyday financial management practices, and subjective perceptions of one's current financial state (Cronbach's alpha: UK = 0.92, Norway = 0.81).

Finally, the next five scales assess ten psychological predictors, including three aspects of the meaning of Christmas, positive and negative affect and three facets of gift motivation.



2.3.5 Meaning of Christmas

This was assessed via the eight statements presented in Table 3. Statements were preceded by “When I think about what Christmas means to me I think about … [for example] Giving and receiving presents.” Possible responses were on a Likert scale from 1 “Never” to 5 “Always.” Three subscales were identified:


TABLE 3 Factor loadings from principal components analysis of the meaning of Christmas items, UK and Norway surveys.
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Financial concerns, 3 items, including “How expensive Christmas is” (Cronbach's alpha: UK = 0.71, Norway = 0.48);

Indulgence, 3 items including “A time to reward myself” (Cronbach's alpha: UK = 0.70, Norway = 0.0.55);

Social aspects, 2 items, including “Spending time with family & loved ones” (Cronbach's alpha: UK = 0.60, Norway = 0.32).



2.3.6 Material values

Eight items from the material values scale (Richins and Dawson, 1992) were adapted to refer more specifically to Christmas. Items ask about the pleasure one derives from purchasing material goods, as well as the status one ascribes to such goods (Cronbach's alpha: UK = 0.75, Norway = 0.77).



2.3.7 Spendthrift-tightwad

A 4-item scale (Rick et al., 2008) to assess the extent of the psychological “pain of paying” people experience when making purchases. Scale items ask directly about how the ease or difficulty with which people find themselves spending money in consumer contexts. Higher scores indicated more “Spendthrift” tendencies (UK only, Cronbach's alpha = 0.74. In the Norway survey this was assessed with just two items).



2.3.8 Positive and negative affect scale

A 20-item scale (Watson et al., 1988) to measure current levels of positive and negative mood. Each item presents a different emotion, with respondents indicating how much they have felt that way in the past month using a 1 (“Not at all”) to 5 (“Extremely”) Likert scale. (Cronbach's alpha: positive affect UK = 0.91, Norway = 0.87; negative affect UK = 0.92, Norway = 0.89).



2.3.9 Gift motivation

A 14-item scale (Wolfinbarger and Yale, 1993) to measure the three facets enjoyment, obligation, and practicality. Each item presents a statement about motivation for giving gifts, with respondents indicating how much they agree or disagree with the statement using a 1 (“Strongly disagree”) to 7 (“Strongly agree”) Likert scale. Sample items are “It is important to me to choose a unique gift” (enjoyment motivation), “I often feel obliged to give gifts” (obligation motivation), and “I feel it is especially important to give gifts that are useful to the receiver” (practical motivation), [Norwegian survey only, Cronbach's alpha: 0.78 (enjoyment motivation), 0.79 (obligation motive), and 0.72 (practical motivation), respectively].





3 Results


3.1 Scale evaluation, UK and Norway surveys

In both surveys, items derived from the UK interview study to assess propensity to spend and borrow and the meaning of Christmas (see Appendix 1) were subjected to a correlational analysis which was followed by principal components analysis (PCA). In the next subsections the results for the UK survey are given first, followed by those for the Norwegian survey.


3.1.1 Propensity to spend at Christmas

The results of the analysis of the eight items to assess propensity to spend at Christmas were similar for both surveys. First, one item, whose inter-item correlations were all < 0.3, was excluded from further analysis. As we expected this scale to represent a unidimensional construct, analysis of the remaining seven items proceeded as PCA with direct oblimin rotation. The PCAs yielded overall Keiser-Meyer-Olkin (KMO) statistics of 0.82 and 0.72, with all individual KMOs >0.6. Bartlett's Test of Sphericity was significant at χ2 (21) = 411.37 and 283.53, p < 0.001. The analysis found two factors with Eigen values >1, cumulatively accounting for 63% and 56% of total variance. Table 1 presents factor loadings and communalities for these PCAs. Further inspection of the results indicated both components to be moderately correlated at r = 0.43 and 0.33, suggesting that oblimin rotation was adequate (Tabachnick and Fidell, 2007). Furthermore, the decision was taken to collapse the components, and a single component-based score computed on this basis. Cronbach's alphas were 0.81 and 0.73.



3.1.2 Propensity to borrow at Christmas

Again, the results were similar in both surveys. For the eight items assessing propensity to borrow at Christmas, initial analysis identified no items with all inter-item correlations < 0.3. One item yielded negative correlations with all but one of the others and was therefore reverse-coded. In the UK survey, PCA with direct oblimin rotation was applied to these eight items on the expectation that the scale would best be represented as a singular score. The PCAs found that one item yielded an individual KMO of < 0.5, rendering it unsuitable for PCA. In dropping this item, another subsequently yielded no correlations >0.3, thus also rendering it unsuitable for PCA. The PCAs report here were thus conducted on the remaining six items. Bartlett's Test of Sphericity was significant at χ2 (15) = 716.90, and 290.88, p < 0.001, and the overall KMOs were 0.80 and 0.85. Results of both surveys indicated a single factor with Eigen value >1, accounting for 69% and 62% of total variance. A component-based score was computed based on these six items. Table 2 presents factor loadings and communalities for these PCAs. Cronbach's alphas were 0.91 and 0.86.



3.1 3 Meaning of Christmas

In both surveys, initial analysis of the ten items assessing the meaning of Christmas identified two items with no inter-item correlations >0.3 in both surveys. Another two with low inter-item correlations were present in the Norway survey but retained to give comparability with the UK survey. PCA with varimax rotation2 was applied to the remaining eight items. These yielded overall KMO statistics of 0.66 and 0.61, with individual KMOs for all eight items >0.6. Bartlett's Test of Sphericity was significant at χ2 (28) = 290.88 and 274.74, p < 0.001. In the UK survey, the PCA identified three components with Eigenvalues >1 and in the Norway survey four such components were identified. For consistency across surveys the Norway PCA was rerun with three components specified. The three component analyses cumulatively accounted for 66% and 61% of total variance and yielded simple structure.

Factor loadings, and communalities are presented in Table 3. Three component-based scores were computed for each survey. The first, financial concern, comprised three items and was common to both surveys. However, as Table 3 shows, the second and third factors had some differences across surveys. The second component, indulgence, comprised three items, two of which were common to both surveys. The third component, with two items, was social aspects, which comprised one item common to both surveys, and one different. As the table shows, while UK participants associated having parties and enjoying themselves with getting what they want and rewarding themselves, Norwegians related it more to spending time with family. Norwegians, on the other hand, relate giving and receiving presents to rewarding oneself, while UK participants associated this factor more to spending time with family. These differences may be due to different traditions with respect to Christmas parties and gift exchange across the two countries. We retained the common descriptors, i.e., indulgence and social aspects, because they capture the dominant theme of the items as a whole in both surveys. Cronbach's alphas for the three component-based scores were: financial concerns, 0.71 and 0.48; indulgence, 0.70 and 0.55; and social aspects, 0.60 and 0.32 respectively.




3.2 Post-Christmas reported spending and borrowing

The pre-Christmas propensity to spend and propensity to borrow measures had significant moderate correlations with post-Christmas reported spending and borrowing by the subsample (n = 135) who completed the UK post-Christmas questionnaire: Propensity to spend with reported amount spent, r = 0.15, p < 0.05; Propensity to borrow with reported borrowed/not borrowed, r = 0.18, p < 0.05; Propensity to borrow with reported amount borrowed, r = 0.49, p < 0.005, n = 33).



3.3 Propensity to spend and borrow: correlation and regression analyses

Appendix Tables A4.1, A4.2 present the bivariate correlations between sociodemographic, practical financial and psychological variables for the UK and Norwegian surveys respectively. The tables show that in both surveys the two outcome variables for the regression analyses described below, propensity to spend at Christmas and propensity to borrow at Christmas, are significantly and quite strongly correlated (UK, r = 0.39; Norway, r = 0.41; p < 0.001). In addition, there are variables in each of the predictor categories that are significantly correlated with both outcome variables. However, there are differences in which variables correlate significantly with each outcome variable. For example, in the UK, whereas gender and number of children, but not age, are significantly correlated with propensity to borrow, only age is significantly associated with propensity to spend.

As mentioned earlier, hierarchical regression analyses for each outcome variable, propensity to spend and propensity to borrow, were conducted for each survey separately. The sociodemographic predictors were entered in the first step, followed in the second by the two practical financial factors, economic hardship and proactive money management, with the remaining psychological factors being entered in the third step. As a final control since the two outcome variables were correlated, at a fourth step propensity to borrow was added as a predictor of propensity to spend, and vice versa. Tables 4–7 present the standardized regression coefficients, proportions of variance (R2), and changes in proportion of variance (ΔR2) at each step.


TABLE 4 UK Survey: hierarchical regression models for propensity to spend: standardized regression coefficients, proportion of variance (R2), and change in proportion of variance (ΔR2) at each step.
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For the analyses of propensity to spend (Tables 4, 5) a similar, significant proportion of variance was accounted for by sociodemographic variables at the first step of the UK and Norway surveys, just over 10 percent. Propensity to spend decreased significantly with age in both surveys, while in the UK, it increased significantly with number of children. However, after practical financial and psychological variables were included in subsequent steps of analysis, these effects were rather smaller. On the other hand, a small effect of level of education was significant at the fourth step of the UK analysis.


TABLE 5 Norway survey: hierarchical regression models for propensity to spend: standardized regression coefficients, proportion of variance (R2), and change in proportion of variance (ΔR2) at each step.

[image: Table 5]

At step 2, the increase in proportion of variance predicted by the practical financial factors was not significant in either survey, although in both surveys propensity to spend decreased slightly but significantly as proactive money management increased. However, this effect was smaller and not significant by the fourth step of the Norway survey, while at the same step in the UK survey greater economic hardship was significantly associated with lower propensity to spend.

In contrast to step 2 of the analyses, the addition of the psychological variables at step 3 led to a large and significant increase in the proportion of variance accounted for, about thirty percent of variance in both surveys. Christmas as indulgence and material values had significant effects on propensity to spend in both surveys. In addition, in the UK survey, more negative affect was associated with higher propensity to spend, and in the Norway survey lower positive affect and higher obligation gift motivation were significantly associated with higher propensity to spend. However, at the fourth step of the Norway survey, the effect of the obligation gift motivation was smaller and non-significant.

Finally, at step 4 the addition of propensity to borrow at Christmas increased the proportion of variance accounted for in propensity to spend at Christmas by a significant amount in the Norway survey, but only by a small non-significant percentage in the UK survey. Nevertheless, in both surveys propensity to borrow had a significant effect. The other main change at step 4 was that the effect sizes of most other significant predictors were smaller than at step 3.

Turning to the analysis of propensity to borrow, the effects of sociodemographic factors were rather different across surveys. Table 6 shows that in step 1 of the UK survey they accounted for a small and significant proportion of variance, whereas for the Norway survey (Table 7) the proportion was yet smaller and not significant. With respect to predictors, the main difference between the two analyses was that in the UK survey age and number of children were strongly associated with it, whereas in the Norway survey they were not. In both surveys, however, gender had a significant effect, with males having greater propensity to borrow.


TABLE 6 UK survey hierarchical regression models for propensity to borrow: standardized regression coefficients, proportion of variance (R2), and change in proportion of variance (ΔR2) at each step.

[image: Table 6]


TABLE 7 Norway survey: hierarchical regression models for propensity to borrow: standardized regression coefficients, proportion of variance (R2), and change in proportion of variance (ΔR2) at each step.

[image: Table 7]

In contrast to step 1, at the second step of both analyses a moderately large proportion of variance was accounted for by the practical financial variables, with greater financial hardship and less proactive money management being quite strongly related to greater propensity to borrow.

The addition of psychological variables at step 3 increased the proportion of variance accounted for in propensity to borrow by a significant 10 percent in the UK survey, and a non-significant 8 percent in the Norway survey. In the UK survey, the significant effects of gender, number of children, economic hardship and proactive money management remained, together with two psychological variables, material values and negative affect. In the Norway survey, the two economic hardship indicators also remained significant, together with two psychological variables, material values and an obligation gift motivation.

Finally, at step 4 of the UK survey, although overall variance accounted for hardly changed, propensity to spend was a significant predictor of propensity to borrow, together with all the variables that were significant at step 3. In contrast, in the Norway survey propensity to borrow had a large effect that increased proportion of variance accounted for by a significant 9 percent. The effect sizes of other predictors were reduced, with only the two economic hardship indicators remaining significant.




4 Discussion


4.1 Theoretical implications

Our first research question asked whether sociodemographic variables predict propensity to spend and borrow at Christmas, and if so, which ones. As we saw, significant effects of age, number of children, gender, and level of education were observed, although most of these were not significant after practical financial and psychological variables were included. At the first step of the regression analysis of both surveys, higher propensity to spend and borrow were significantly associated with lower age, although the only significant effect at the third and fourth step was that in the UK survey, younger adults had a significantly higher propensity to spend, and its effect size was rather small. The changes from first to third step suggest that the association between age and propensity to spend and borrow is not due to age per se, but rather, factors that vary with age, such as financial hardship and material values. With respect to family composition, in the first step of the UK survey number of children was significantly related to both propensity to spend and propensity to borrow, and the effect was still strong and significant at the third and fourth step for propensity to borrow. The obvious explanation for this is that the more children you have, the more you must spend at Christmas, which produces greater stress on financial resources and a consequent greater tendency to borrow to fund the additional cost. In the Norway survey, respondents were asked whether they had children, rather than how many. No significant effects were observed, probably because this indicator of family composition is not sufficiently sensitive to detect any effects. As for the small effects of gender that we observed, explaining them is not so straightforward. In a review focusing on borrowing behavior, Davies et al. (2019) observed that most UK research reported that women tended to borrow more than men. It is not clear why the gender difference we found was opposite to this.

Our second research question asked whether the addition of the practical financial variables significantly increased the proportion of variance accounted for in propensity to spend and borrow at Christmas. At the second step of analysis of both surveys, there was no significant association between economic hardship and propensity to spend, but after the addition of the psychological variables the relationship was significant, with greater hardship associated with lower propensity to spend. Furthermore, economic hardship was associated with greater propensity to borrow at all steps of analysis in both surveys. Turning to proactive money management, at the second step of analysis in both surveys this was significantly associated with lower propensity to spend. This suggests that such money management practices are, at least to some extent, effective in controlling spending at this time of high pressure to spend. However, after the addition of psychological variables, this effect diminished, and in the UK survey it reversed. This implies some interaction between proactive money management and the psychological variables. With respect to propensity to borrow, in both cases, less proactive money management was significantly associated with a greater tendency to borrow, although in the Norway survey this diminished after the inclusion of psychological variables. These findings are broadly consistent with previous research on spending and borrowing (Garðarsdóttir and Dittmar, 2012; McNair et al., 2016) and are consistent with the straightforward interpretation that financial hardship and lower proactive money management are root causes of propensity to borrow. This has important policy and practical implications, that we discuss below.

Finally, our third and fourth research questions asked whether the addition of psychological variables increased the proportion of variance accounted for in propensity to spend and borrow at Christmas. As we saw, in both surveys the addition of psychological factors at the third step of analysis increased the proportion of variance accounted for significantly in both outcome variables. Also, at the fourth step of the Norway survey, the addition of propensity to borrow as a predictor of propensity to spend, and vice versa, led to further significant increases. While this was not the case in the UK survey, in both surveys propensity to spend was a significant predictor of propensity to borrow, and vice versa, and the effect sizes of other predictors were lower in most cases at the fourth step in comparison to the third. These findings suggest bidirectional causation between propensities to spend and borrow (Ahlström et al., 2020).

Apart from propensity to spend and propensity to borrow as predictors, the largest psychological effects were those for material values, which was strongly associated with propensity to spend and propensity to borrow in both surveys at step three. These associations remained at step four of the analysis, except that in the Norway survey the association between material values and propensity to borrow was not significant. This suggests an indirect causal path from material values to propensity to borrow via propensity to spend, rather than a direct causal path. Overall, the findings concerning the role of material values are broadly consistent with previous research on spending and borrowing (Watson, 2003; Garðarsdóttir and Dittmar, 2012). However, an inconsistency with respect to the findings of the UK post-Christmas survey (McNair et al., 2016) is that post-Christmas reported spending and borrowing were not significantly associated with material values. Nevertheless, in a reanalysis restricted to the participants who completed both the pre- and post-Christmas surveys (n = 132), although the correlation between material values and reported amount spent was not significant, the relationship between material values and whether participants reported borrowing to fund Christmas spending was significant (point biserial correlation = 0.24. p < 0.01). Further research would be necessary to understand why material values were strongly associated with propensity to spend but not with reported spending post-Christmas.

At steps three and four of both surveys, the extent to which people perceive Christmas as a time of indulgence was significantly associated with propensity to spend, but not with propensity to borrow. This was the only aspect of the meaning of Christmas that made an independent contribution to propensity to spend, and none of them were significant predictors of propensity to borrow. The finding is a contribution to knowledge that identifies a psychological variable that may be at play in financial behavior at Christmas. Our analysis suggests, though, that although this individual difference is a factor underlying propensity to spend at Christmas, it does not necessarily directly contribute to subsequent credit repayment difficulties, since it is not also associated with propensity to borrow. As discussed with respect to material values, however, there may be a causal path from seeing Christmas as indulgence to propensity to borrow mediated by propensity to spend.

The effects of positive and negative affect were different in the two surveys. At the third and fourth step of the UK survey, negative affect, but not positive affect, was significantly associated with both propensity to spend and propensity to borrow, whereas in same steps of the Norway survey, the only significant effect was that lower positive affect was associated with greater propensity to spend. These findings are not contradictory as they are all in the direction of previous research suggesting that more negative or less positive affect is associated with increased spending (Atalay and Meloy, 2011; Park et al., 2022), rather than with research indicating that positive mood leads to increased spending (Murray et al., 2010; Agarwal et al., 2020). Of particular practical importance is the UK finding that greater negative affect in the run up to Christmas is associated with greater propensity to borrow, which could result in post-Christmas debt concerns. However, causal interpretations should be treated with caution, since the anticipation of Christmas may cause less positive and more negative affect, which in turn may influence propensity to spend and borrow.

The relationships between three facets of gift motivation and propensity to spend and to borrow at Christmas were investigated in the Norway survey. One significant association was observed in step 3 of the regression analysis, that between an obligation gift motivation and propensity to spend. This indicates that for some consumers, a part of their Christmas spending is unwanted, and caused by perceived social expectations. Reciprocal gift giving makes people spend more than they want, and for some, more than they can afford. Helping people to find socially acceptable ways of breaking the cycle of gift-giving may be helpful advice for people in a strained financial situation. That this effect was reduced at the fourth step of the analysis may simply be a by-product of the general effect on other predictors of the addition of a new and relatively strong predictor.



4.2 Contribution to methodology

Turning to our methodological aim, this was to construct and evaluate scales to assess aspects of the meaning of Christmas, propensity to spend at Christmas, and propensity to borrow at Christmas. This was a prerequisite to addressing our substantive research questions, since such scales have not previously been developed. A positive feature of the new scales is that their items were generated from UK interviewees' own words when expressing their views on these matters. On the other hand, they have limited general utility, since they relate specifically to one context, that of Christmas. Nevertheless, they could be used in future research on issues concerning this annual event. Principal components analysis enabled us to construct scales to measure three facets of the meaning of Christmas, financial concerns, indulgence, and social aspects. In the UK survey the three measures had reasonably good item reliability. However, in the Norway survey item reliability was somewhat lower, and consequently, their effect sizes as predictors would be likely to be underestimated. An obvious explanation for the difference in reliability of the scales is that the items were based on the words and views of UK, rather than Norwegian interviewees. Turning to the scales to assess propensity to spend and borrow at Christmas, these had sound psychometric properties in both surveys. Furthermore, in the UK survey the scales were found to have low to moderate correlations with post-Christmas reports of Christmas spending and borrowing.



4.3 Implications for financial interventions and future research

As mentioned earlier, a strength of the regression analysis adopted for this research is that the statistical significance and size of the effect of any predictor on a dependent variable can be identified independently of those of the other predictors considered. Future research adopting a structural equation modeling framework could go further, by exploring the relationship between propensity to spend at Christmas and propensity to borrow at Christmas, and whether the effects of some predictors moderate or mediate those of others. Another interesting issue for future research is cross-country comparisons, in surveys adopting appropriate sampling and comparable survey content.

In addition, the present study by no means exhausts the range of psychological variables that may potentially be important. Future research could, for example, include the key variable of financial literacy, and also, specifically for contexts in which spending on gifts is salient, the important affect-related variable of gift anxiety. This would develop the present study's contribution to our understanding of the role of affect on propensity to spend and borrow at times of high pressure to spend, particularly on gifts.

The research presented here can inform interventions to support people's financial decision making at times of high pressure to spend, especially at Christmas. First, one reason Norwegians report less borrowing related to Christmas spending may be due to the tax system (Remote, 2023). In Norway, monthly tax deductions from pay are reduced to zero in June, and by half in December, with these reductions added to the other months of the year. The intention is to ensure that people have more money to spend for their summer holiday and for Christmas. As is evident from our review this is not a panacea, since some Norwegians report borrowing issues pre-Christmas despite this support. Nevertheless, the UK and other countries could adopt similar variable-time tax distribution policies as a clear and concrete measure to alleviate seasonal financial stresses.

In both surveys financial hardship was associated with propensity to borrow pre-Christmas, which for some could lead to an increase in financial hardship post-Christmas. Previous reviews of the literature have found such associations with borrowing and debt more generally and have recommended interventions to support people experiencing financial hardship (Lempers et al., 1989; Garðarsdóttir and Dittmar, 2012; Silinskas et al., 2021). Our findings suggest that these are particularly important pre-Christmas, including practical support from the tax and benefit system such as the above-mentioned. Also in both surveys, less proactive money management was associated with greater propensity to borrow pre-Christmas. This is another association that has been documented for borrowing more generally, and our results imply that interventions to support more proactive money management that have proved effective are particularly important pre-Christmas.

Turning to psychological factors, our finding that less positive affect in one survey, or more negative affect in the other, was associated with a greater propensity to spend suggests that lower mood could lead to overspending and subsequent financial problems, either increased propensity to borrow, as we observed in the UK survey, or other financial problems such as depleted savings. As we concluded from our post-Christmas survey (McNair et al., 2016), the above findings suggest that financial advice and support services should not focus narrowly on practical financial skills but more broadly on supporting the development of psychological resilience.



4.4 Concluding remarks

Finally, the findings of these surveys relate to propensities, the internal motivations to spend and borrow, which are related to, but not synonymous with, spending and borrowing behavior. This is both a strength and a weakness of the research reported. Economic psychology has been described as the science of economic mental life and behavior (Ranyard and Ferreira, 2017), with the former being worthy of study in its own right. A strength of this study, then, is that it contributes to our understanding of an important aspect of economic mental life at a time of high pressure to spend and borrow. On the other hand, however, it only partially contributes to our understanding of pre-Christmas spending and borrowing behavior, since propensities to spend and borrow are only two antecedents to such behavior. Therefore, future research should investigate the extent to which there is a propensity-behavior gap, and how propensities interact with other factors to fully explain actual pre-Christmas spending and borrowing behavior.
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Footnotes

1 A subset of participants of the pre-Christmas survey (n = 135) also completed the post-Christmas survey. The findings of the post-Christmas survey, for which additional participants were recruited (n = 162), were reported by McNair et al. (2016).

2 For completeness, PCA with direct oblimin rotation was also conducted on the scale. This analysis determined that inter-component correlations where all < 0.32. In such instances, it has been argued that varimax rotation is thus preferred as correlations >0.32 would suggest more than 10% overlap in variance between factors (Tabachnick and Fidell, 2007).
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I'want
I would consider borrowing money at Christmas in order to provide my family with 087 087 0.76 0.75
everything that they wanted
I would consider borrowing money at Christmas if I knew everyone else was borrowing too 0.85 0.84 0.71 0.70
Borrowing money is the only way I could cover the cost of Christmas 084 0.83 0.70 0.70
The most important thing about borrowing money at Christmas is having the money to spend 078 0.67 0.61 0.45
now rather than how much it costs to repay it after Christmas
Itis easier for me to borrow money to pay for Christmas than it is for me to save money in 0.72 0.62 0.52 0.38
advance for Christmas
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How expensive Christmas is 084 0.84 0.70 071
Stress and pressure 0.80 0.73 0.62 055
Spending money 073 071 0.65 071
A time to reward myself 086 0.63 072 0.40
Getting the things I want 084 0.80 0.68 0.6
Having parties and enjoying myself 0.63 0.70 0.56 0.60
Spending time with family and 0.88 0.84 074 074
loved ones

Giving and receiving presents 070 076 0.64 054
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Female —0.19*™ —0.12* —0.14* —0.12*
Degree educated 0.03 0.03 0.03 0.05
Has children 0.35%** 0.26™* 0:23*** 0.21%*
Has a partner —0.12 —0.09 —0.09 —0.07
Income —0.06 —0.01 0.10 0.00
Economic hardship 0.26*** 0.17** 0.19**
Money management —0.48"* —0.31%* —0.33**
Meaning of Christmas: 0.01 0.00
finance
Meaning of Christmas: 0.08 0.05
indulgence
Meaning of Christmas: 0.01 0.00
social
Material values 032> 0.24%**
Tightwad/spendthrift —0.07 —0.07
Positive affect —0.07 —0.07
Negative affect 0.17** 0.14*
Propensity to spend 0.16*
R? 0:15%+ 0.46™** 0:56™ Q.57
AR? 0.3 0.10%** 0.01

N=190; *p < 0.05,**p < 0.01, ***p < 0.001; Predictor categories were entered into the model

in the order indicated in the table.
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Age —0.09 0.02 —0.09 0.12
Female —0.16* —0.16* —0.10 —0.04
Degree educated —0.10 —0.01 0.01 —0.03
Has children 0.00 0.00 0.02 —0.01
Has a partner —0.04 0.05 —0.04 —0.02
Income —0.06 —0.09 —0.06 —0.05
Financial problems 0.24** 0.27** 0.31%*
Can pay large exp. —0.22** —0.21** —0.21*
Money management —0.23** —0.13 —0.10
Meaning of Christmas: 0.05 0.04
finance

Meaning of Christmas: —0.03 —0.10
indulgence

Meaning of Christmas: 0.05 0.01
social

Material values 0.22* 0.06
Tightwad/spendthrift 0.08 0.08
Positive affect —0.05 0.02
Negative affect —0.02 —0.06
Gift enjoyment —0.09 —0.11
Gift obligation 0.13* 0.07
Gift practical 0.04 0.06
Propensity to spend 0.40***
R? 0.05 0.27%* 0.35%* 0.44**
AR? 0.227%%* 0.08 0.09%**

N=1234;*p < 0.05,**p < 0.01,**p < 0.001; Predictor categories were entered into the model
in the order indicated in the table.
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At Christmas time, people feel that the more money you spend on 0.80 0.68 058 039
presents the more you care about them
I tend to be more willing to buy expensive things at Christmas because 0.80 082 074 056
it will impress other people
I try to spend as much on my family at Christmas as I think other 0.79 0.66 0.65 045
people do on their families
At Christmas time I tend to look forward to spending more money 0.89 0.89 0.78 0.79
than usual
Christmas is a time to feel good about spending money rather than to 0.81 0.88 0.63 0.79
worry about it
Seeing adverts at Christmas for things I want makes me feel like 0.53 0.56 0.44 0.36
spending more
The more money I spend at Christmas the better it makes me feel 0.42 0.62 0.53 0.64 0.50






