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RESUMEN

Este trabajo explora el papel del estatus socioeconémico en las decisiones de ahorro/consumo.
Realizamos un experimento, a través de una encuesta, en el que pedimos a los participantes que
asignen una hipotética bonificacion laboral inesperada en efectivo en tres categorias: ahorro,
gastos en necesidades y gastos en lujos. El experimento consta de tres tratamientos en los que
los participantes se exponen aleatoriamente a un ejercicio de imprimacion disefiado para
recordar el estatus social de compafieros cercanos, el estatus social de personas famosas, y el
estatus en categorias de tarjetas de crédito. Encontramos que el estatus social de los compafieros
cercanos aumenta la asignacion al consumo de lujo -significativo al nivel del 5%. Ademas,
mostramos que hay caracteristicas especificas que influyen en el efecto del estatus social. Los
participantes de mayor edad y los individuos que viven en ciudades distintas a Quito o
Guayaquil son los que mas responden a nuestros tratamientos. Del mismo modo, los individuos
con mas conocimientos financieros responden mas fuertemente al estatus de sus comparieros
que los participantes con menos conocimientos financieros. También encontramos que los
individuos que tienen un alto uso de las redes sociales no responden a nuestros tratamientos de
estatus social (quizas ya estan saturados de estatus en sus plataformas online), mientras que los
individuos con bajo uso de las redes sociales si aumentan su asignacién al consumo de lujo en
respuesta a la imprimacion de estatus. Ademas, los individuos con bajo autoestima responden
fuertemente tanto al estatus de los comparieros como al de los famosos, mientras que los
individuos con alto autoestima no responden a estas influencias. Cuando observamos las
asignaciones al ahorro y a los gastos en necesidades, encontramos que los efectos encontrados

en los gastos de lujo se financian principalmente con una reduccion del ahorro.

Palabras clave: Sefializacion de estatus, efectos de imprimacion, consumo, heterogeneidad del

comportamiento de ahorro, heterogeneidad demografica.



ABSTRACT

This paper explores the role of socio-economic status on savings/consumption decisions. We
run a survey experiment where we ask participants to allocate a hypothetical unexpected labor
cash bonus into three categories: savings, expenditures on necessities, and expenditures on
luxuries. The experiment has two main treatments where participants are randomly expose to a
priming exercise designed to bring to mind either the social status of close peers, or the social
status of famous people, and status on credit card category. We find that the social status of
close peers increases the allocation to luxury consumption —significant at the 5% level.
Additionally, we show that specific characteristics influence on the effect of social status. Older
participants, and individuals living on cities other than Quito or Guayaquil respond the strongest
to our treatments. In the same way, individuals with more financial literacy respond stronger to
the status of their peers than participants with less financial knowledge. We also find that
individuals who have a high usage of social networks do not respond to our social status
treatments (perhaps they are already saturated of status on their online platforms), whereas
individuals with low usage of social networks do increase their allocation to luxury
consumption in response to priming of status. Also, individuals with low self-steam respond
strongly to both the status of peers and of famous, while individuals with high self-steam do
not respond to these influences. When we look at the allocations to savings and to expenditures
in necessities, we find that the effects found on luxury expenditures are mainly financed by a

reduction in savings.

Key words: Status signaling, priming effects, consumption, savings behavioral heterogeneity,

demographic heterogeneity.
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INTRODUCTION

The study of status preferences and signaling through consumption decisions has been
of interest for more than a century. Thorstein Veblen (1899), in his Theory of the Leisure Class,
argued that wealthy people use consumption as a mechanism to show or advertise wealth
through acquiring luxury goods and services to obtain a greater social status. Some decades
later, and in accordance with the prior, James Duesenberry stated, with his relative income
hypothesis (1949), that consumer choices depend not only on prices and own income, but also
on the consumption and income of others. Almost a century after Veblen contribution, Frank
(1985) coined the term of “Positional Goods”, referring to those things whose value depends
on how they are compared to things own by reference groups. This concept implies relative
consumption of others can negatively affect consumption utility as an externality. This
literature was later contributed with a diverse analysis regarding the relationship between
positional concerns and consumption, debt, and bankruptcy (see Frank, Levine, & Dijk,
Expenditure Cascades, 2014; Bertrand & Morse, 2016; Agarwal, Mikhed, & Scholnick, 2016),
with labor (see Card, Mas, Moretti, & Saez, 2012; Neumark & Postlewaite, 1998) and with
subjective well-being (see Clark & Oswald, 1996; Luttmer, 2005; Kahneman & Deaton, 2010).
In this paper we contribute to the analysis of positional concerns and status on preferences for
the consumption of luxury, consumption of necessities, and for savings. While most of the
literature on social status and positional concerns considers upper middle income and high-
income households, we consider an experimental approach, with a sample of lower-middle and
low-income households, through an online survey about consumption decisions, in particular
luxury consumption, and savings.

The experiment was conducted through a partnership with a financial institution that

focuses on microfinance in Ecuador. This commercial bank targets mainly middle and low-
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income segments and offers diverse productive credits, such as unsecured loans, credit cards
and collateral loans, and other financial services. By nature, the credit card is an aspirational
financial product since they usually have different status categories with benefits each one.
Therefore, it was conducted with specific clients of this product, considering a possible
association between status signaling and consumption using this financial tool. The survey was
conducted with more than 80,000 registered e-mails from credit card customers, which yielded
about 1,000 effective surveys. First, we expose our participants to two type of social status
priming treatments. One of them, inducing them to think on the income of peers that belong to
an economic class above them, and the other one, inducing participants to think on the
outstanding income of celebrities (both as a proxy of status of reference groups). In a third
treatment, we offer status symbols on a credit card, in addition to the functional attributes
offered to all participants to incentivize consumption with credit card. Subsequently, we asked
questions about credit card debt and consumptions preferences through hypothetic scenarios.
We designed this approach with the hypothesis that exposure to social status, of peer or
celebrities, as well as status on financial products, will push individuals to consume more
luxuries. Additionally, we also wanted to examine how status influence is related to specific
characteristics. For this, we hypothesized that status signaling through consumption of luxuries
may increase with present bias, and decrease with risk aversion, financial literacy, self-
confidence, and happiness (see Bursztyn, Ferman, Fiorin, Kanz, & Rao, 2017; Meier &
Sprenger, 2010; Luttmer, 2005; Makudza, Mugarisanwa, & Siziba, 2020). In the same way, we
also stated the hypothesis that status of financial products are important for costumers beyond
functional attributes.

On our baseline analysis, we found that luxury consumption is increased when
participants are induced to think on peer’s status. We also found that exposing individuals to

images capturing the status of famous people increased their desired consumption of luxury but
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only for certain profiles of people; individuals who reported low usage of social networks —
those with high usage of social may already be saturated by images of opulence—, unhappy
individuals, and individuals with low self-confidence. These findings also hold with
consumption as a proportion of per capita income. Our work also shows us that this
consumption increase on luxuries is mainly funded with a decrease on savings. Finally, our
experiment showed that credit card status has not a significant influence on participants'
consumption and savings preferences.

The remainder of the paper is organized as follows: Next, literature review. Then,
Methodology describes the survey experiment and summarizes demographic characteristics of

our sample. Results presents de main findings. Conclusions for final remarks.
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LITERATURE REVIEW

After the theoretical framework developed based mostly on Veblen (1899),
Duesenberry (1945), and Frank (1985), a large literature on status and the influence it has on
people because, consequently, have been approached through different contexts. On one hand,
the relationship between status with consumption, savings and debt preferences was studied. A
survey developed by Frank (2005) about house size preferences shows that most people prefer
a home larger than everyone else’s, over a bigger house, that is a smaller house than their
neighbors. This also has important implications for explaining the low savings rate on
households of economic classes when the wealthy have had an increase on their income.
Similarly, Frank, Levine, & Dijk (2014) explains the aforementioned positional concerns
effects as “expenditure cascades”, which are defined as the increase in consumption of a less
wealthy population, triggered by an increase in consumption of wealthier individuals above on
the income distribution. Bertrand & Morse (2016), supporting the concept of “cascades” on
consumption, expose evidence of how the increase of income and consumption of wealthy
households has a positive effect on the consumption of households on the low quintile or decile
of the income distribution. These authors named this pattern “trickle-down consumption”. In
the same way, positional concerns effects are revealed on literature about lotteries. Agarwal,
Mikhed, & Scholnick (2016) show evidence that lottery prizes have a positive effect on the
consumption of the lottery winner’s neighbors. Analyzing Canadian households’ nationwide
data, they found this positive effect of lotteries as evidence of relative low-income households’
preference to match consumption levels of households that have a rising income due to the
lottery price. Comparably, in accordance with the concept of conspicuous consumption as status
signaling reached with visible consumption, Heffetz (2011) elaborates on the visibility of

consumer spending. This study defines a visibility metric for 47 consumption categories, and
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finds that durable goods such as houses, cars and jewelry are more visible than services such as
insurance. Subsequently, they find the correlation of visibility with the elasticity of 29
consumption categories and find that the visibility measure helps predict up to one-third of the
heterogeneity of income elasticities, and these results are found in the top three quintiles of the
income distribution. Subsequently, Heffetz (2012) investigates what is the relationship between
people's demographic characteristics with the perceived visibility of other people's spending.
The author finds that, for some consumption categories, sociodemographic variables such as
gender and race can be predictors of people's perceived visibility. He also found that Black race
is a strong predictor of an increase on visible consumption categories and, with a less significant
result, being a woman predicts a decrease on more visible consumption categories. Related to
these findings, Bursztyn, Ferman, Fiorin, Kanz, & Rao (2017) ran a field experiment that
expose participants to financial products offers which includes status attributes on them. They
found that participants are willing to consume and accept more credit card debt when these
financial products have attributes that signal higher status. Setting the basis for some of our
hypotheses mentioned earlier, the authors found that status signaling through credit card is
negative related to high self-esteem, and high income.

Furthermore, these positional concerns about status have been related also to the labor
market context. Card, Mas, Moretti, & Saez (2012) show evidence on pay and job satisfaction.
They found on a study executed on university workers that public information about salaries
have a negative effect on pay and job satisfaction on workers that receive a pay lower than the
median of the income distribution of their colleagues with similar job characteristics within the
university. Similarly, Neumark & Postlewaite (1998) developed a model in which they
introduced relative income concerns into women’s utility functions and found that employment
decisions are positively related to relatives’, specifically sisters’, employment decisions. On

this manner, Clark & Oswald (1996) tested the hypothesis that utility of workers depends on
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income relative to a reference group. Using British workers data, they found that this
comparison income is negatively correlated with job satisfaction.

According to this relationship on the status influence on happiness and subjective well-
being, defined as the “Easterlin paradox”, Easterlin (1974) found that growth of real national
income has not direct relationship with a higher national level of reported happiness.
Complementarily, Luttmer (2005) studied how these relative positions diminish well-being.
Through an analysis of panel data, the author found that higher earnings of neighbors are
associated with lower levels of self-reported happiness. Continuing with this consideration of
income as a status signal, Kahneman & Deaton (2010) found, through a survey results analysis,
that emotional well-being is positively related with income, but there is no progress beyond a
threshold annual income of approximately $75,000. These authors conclude that high income
might buy life satisfactions but not happiness. Consistently, Winkelmann (2012) combining
information from various sources of individual satisfaction and socio-demographic
characteristics, stated that income and life satisfaction are not related to density of luxury goods
such as expensive cars.

Next, it is relevant to deepen in evidence obtained through laboratory or survey
experiments. Regarding a broad description on preferences of status, Heffetz & Frank (2008)
provide a broad summary of laboratory experiments concerning their classification of three
main elements on status: positionality, desirability, and no-interchangeability. On the first one,
they referred on happiness literature (see Ferrer-i-Carbonell, 2005; Clark, Frijters, & Shields,
2008; Zink, et al., 2008; Solnick & Hemenway, 1998) and on social preferences, (see Charness
& Rabin, 2002; Fehr & Schmidt, 2006). On the second element, the authors emphasized on
experimental evidence on status (see Glaeser, Laibson, & Soutter, 2000), status effects (see
Ball, Eckel, & Zame, 2001; Eckel & Wilson, 2008; Kurmu & Vesterlund, 2008). For the third

element, as well as aforementioned evidence from Heffetz (2011) and Heffetz (2012), in this
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study the authors referred on evidence on visibility (see Rege & Telle, 2004; Ariely, Bracha, &
Meier, 2007; Frey & Neckermann, 2008; Haley & Fessler, 2005). Along with this literature, we
considered relevant to highlight other experimental evidence on the subject. For example,
Nelissen & Meijers (2011) conducted an experimental approach to explain the consequences
of conspicuous consumption in social interactions. By exposing participants to images of
people with different statuses, varying the status signal through the brand of clothing they wear,
it is found that participants treat more favorably individuals who wear luxurious clothing, and
they believe them to have higher status, higher income level and to be more trustworthy. These
results indicate that people generally perceive that a higher status demonstrated through
spending is beneficial to individuals. In a complementary way, clingingsmith & sheremeta
(2015) conduct an experiment using exclusive food goods with chocolate truffles in which the
visibility among participants of the decision of how many to consume is varied. Additionally,
they consider what is the impact of social rank in the group, defined through the score on a
cognitive test taken at the time of the experiment. The authors find that when the information
of the consumption decision, as well as the rank obtained, is public, the demand for truffles is
higher, especially in men. This shows that visibility, specifically in luxury goods, is relevant
and affects people's consumption decisions. Finally, the study contrasts the results with an
experience well-being metric, validating the pleasure of having consumed such a good through
a small survey after the experiment. They find that, unlike men, women had a large positive
impact on experiential well-being due to their visible consumption.

Lastly, it was relevant for the scope of this study to evaluate the evidence related to
analyzing the influence of status by having most of our sample in a middle to low-income
segment. Akay, Martinsson, & Medhin (2012) seek to understand how much relative income
influences the poor and conduct a study in rural Ethiopia. The authors make a comparison

between the effect of absolute income and relative income through household surveys and
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analyzed how they relate to a measure of subjective life satisfaction. They find that there is no
relationship between relative income and subjective well-being in their sample. Roth (2014)
run a field experiment on Indonesia to evaluate peer effects and conspicuous consumption of
poor households. With a cash transfer program, the author found that expenditure of visible
goods rises of untreated households on sub-districts that participated on the program.
Additionally, he found that these peer effects are larger for households with lower levels of
social activities. Contrastingly, also contributing to this literature on low-income households,
Moav & Neeman (2012) developed a theoretical model that shows that if human capital is
observable and correlated with income, a signaling equilibrium is reached in which poor
individuals spend a large fraction of their income in status goods.

It is hard to find robust causal evidence of the effects of positional concerns on savings,
consumption decisions (specially luxury consumption). In this paper, we want to contribute to
this literature with evidence from a survey experiment of the effects of social status on luxury
consumption, particularly among household of medium to low income. In Ecuador, where the
experiment is run, it is common to see families willing to dedicate a considerable part of their
income on unnecessary car accessories or expensive home sound systems, while having
deprioritizing educations, food, or insurances. With our results, we want to extend the
knowledge of how positional concerns can affect consumption and savings preferences with
the usage of simple priming effects that, with a scope of the traditional consumer problem,

should not influence consumers decisions.
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METHODOLOGY

Partnership and sample

We conducted de experiment in partnership with a popular microfinance institution
from Ecuador. The bank has about half a million clients and offers diverse financial products
mainly with the objective of exercising financial inclusion to the segments of the population
most excluded by the financial system. The sample we worked with was filtered out of the
bank’s 200,000 credit card customers nationwide. For the banks internal policies and logistic,
the database was filtered searching for a customer profile that would have a good relationship
with the bank, and that would have a bigger probability of answering the online survey. In
particular, we chose shared customers (who have more credit cards) and unique customers (only
credit card is with the bank), were not late with their payments, who did not have financial
blockages with the bank, who did not have a refinance solicitation, who had a consumption
using their bank’s credit card greater than 0, who had at least one registered e-mail, and that
have a minimum credit score with the bank. After applying the filters, the study population is

reduced to 83,542 customers nationwide.

Survey structure

Personality trait questions.

All survey participants will be instructed to answer 6 general personality questions
through Likert scales from 1 to 5, and 3 multiple answer questions to measure financial literacy
(see Appendix 2 for the exact questions on the survey). First, we ask a subjective well-being
question aimed to measure experience utility. The aim is to understand how much mood can
influence the decision to allocate additional income between luxuries, basic needs, and savings.
Secondly, the participant is asked to rate her self-esteem through three different measures. We

asked directly for an evaluation for self-esteem, confidence on general personal decisions and
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confidence on home expenses decisions. Bursztyn, Ferman, Fiorin, Kanz, & Rao (2017) find
that people with higher self-esteem tend to demand fewer status goods or services; we want to
validate whether this relationship holds among middle to our low-income households’ sample.
We also included a question about risk aversion in different aspects of the participant’s life,
such as economic, health, sports, and driving, among others. Next, we set a group of questions
to raise a metric of participants’ present bias. Similar to Meier & Sprenger (2010), in which
they find that people who have a greater present bias tend to take on more debt, we wanted to
understand how this specific characteristic can affect debt and consumption preferences. For
this metric, we decided to rely on Goda, Levy, Manchester, Sojourner, & Tasoff (2018), in
which they define a "present-future ladder" and a "future-present ladder™ question, in order to
be able to calculate what the measure of Beta and Delta of each participant is. Finally,
considering the exponential growth of the use of social networks and the severe impact it can
have on how people compare themselves with others, we defined that it would be extremely
important to understand the level of use that people give to social networks. For this, we
included a question, under the same scale as the previous questions, to measure the level of

social network use in hours per day.

Knowledge additional questions

Subsequently, we measured the level of financial literacy of the participants. Based on
Banuri & Nguyen (2020), there is evidence that people who have a lower level of financial
literacy tend to get more indebted, so it is considered a variable of interest for this study. In
addition, considering that the level of education of almost 70% of the population segment we
are focusing on is secondary or less, it is considered that the level of financial literacy can have
an important influence on household consumption and savings decisions. For this, we rely on

the metric of Banuri & Nguyen (2020), which uses five general questions about compound
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interest, time value of money, and other basic concepts to define a financial literacy metric.
From these group of questions, we chose the three questions that generated the most variation
in the pilots and the metric is constructed with the sum of all correct answers (more information

on the pilots in Survey validation section).

Household economic questions

Complementing socio-demographic characteristics provided from the banks database,
we decided to ask information about household size as well as consumption and savings levels.
On the first question, we asked directly how many people live with our participant in the same
household. Next, we asked the participant to state monthly consumption and savings level,
which is information that be helpful for analyzing income distribution, as detailed on the next

section.

Experimental design
For the treatment assignation, the experiment has a 2 x 3 design as follows:

Table 1. Sample distribution in control and treatment groups

Social status influence

Control T1: Peer status | T2: Celebrities status Total

Status on | control N = 13,923 N = 13,924 N = 13,924 N = 41,771
financial
products | T3: Credit |\ _ 13453 | N\ =13924 N = 13,924 N = 41,771
influence | card status

Total N = 27.846 N = 27.848 N = 27,848 N = 83542

For our treatment implementation, we induced status influence on our participants
through priming effects. From Benjamin, Choi, Strickland, & A.J (2010), we can state that
inducing participants to a prime, in this case focused on a status category, causes behavior to
move closer to a norm associated to the prime category. This reveals the marginal behavioral

effect of inducing people to think on a specific status category.
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In the first treatment (T1), we wanted to measure the influence status that belongs to a
close representative social circle of each participant. For this purpose, treated participant were
asked: “Do you have any acquaintance who approximately earns more than twice your monthly
salary?”, following with the question: “Approximately what do you think this person's monthly
salary is? (Please enter only numbers)”. This is done under the consideration that having at
least double their income would induce participants to think on people that has a higher socio-
economic status. Additionally, the participant is asked what she believes this person’s monthly
income is for two reasons. The first is to validate if participants keep in mind the income of a
person who earns more than they do, and we do this by comparing the value of the income they
believe this known person who has a higher income earns, with the sum of their monthly
consumption and savings as an indicator of the participant’s monthly income. Secondly, if the
participant registers an income for the other person higher than theirs, regardless of whether it
is more than double their monthly income or not, it is considered that the person had to think
of people who earn more than twice as much in order to answer the question, and this already
generates the priming effect we are searching for.

In the second treatment (T2), we seek to perform a similar priming effect on the
participants, but with another type of social influence. In this case, we want to understand how
people can be influenced by famous multimillionaires from different industries, so this priming
seeks to get participants to think about the status of these celebrities. In this question, three
randomly chosen images of ten celebrities who are publicly known to have exorbitant amounts
of money are displayed. This group includes soccer players, movie stars, musicians, politicians,
and businesspeople (see Appendix 2 for reference images used). The participant is asked: “Of
the following celebrities, who do you think has the highest salary?”. Regardless of whether the

participant answers the question correctly or not, she had to think or imagine the level of wealth
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of each of the three celebrities and, therefore, consider the economic status that the celebrity
projects, thus generating the desired priming effect.

Finally, as the third main treatment (T3), we wish to measure the impact and influence
of status characteristics on financial products. For this, considering that all participants are
credit cardholder customers of the bank, we rely on the study conducted by Bursztyn, Ferman,
Fiorin, Kanz, & Rao (2017), so a modification is made to the base question about participant's
predisposition to spend more with their current credit card. We asked: “Would you be willing
to spend more monthly if you had the option to renew your current [CREDIT CARD NAME]
Credit Card for a BLACK Credit Card [CREDIT CARD NAME], which only a few exclusive
customers could access, if you received additional benefits such as discounts at your favorite
stores and the option to shop internationally?”. As it is shown, the only difference with the
control group is that not only are these participants are offered some functional attributes, like
international shopping and discounts at their favorite establishments, but also status
characteristics through a Black Category label on credit card, specifying that only a few
exclusive customers can have access to. This approach is considered to isolate the effect of
basic functional attributes of a credit card (international purchases and discounts at
establishments), from the symbolic status attributes (exclusivity and Black Category). For the
last two base groups, a combination of two of the three base treatments was assigned. The fourth

group receives T1 x T3 combination and, the fifth group, receives T2 x T3 combination.

Hypothetical scenarios (experiment basis)

First, after treatment questions, we asked our participants about their willingness to
spend more with their credit card. The question was: “Would you be willing to spend more
monthly with your current NAME CREDIT CARD if you received additional benefits on your

card such as discounts at your favorite stores and the option to shop internationally?”. This
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approach helped us understand how debt and credit card use preferences may chance with the
influence of our treatments.

Then, for the main analysis for this study and after treatment questions, we presented
our participants to a hypothetical scenario question which will help us understand consumption
and savings preferences. The scenario was: “Let us assume you work for a company and your
boss gives you a surprise bonus of $650 for your good work during the year. How would you
distribute this additional money between basic necessities, luxuries, and savings? Enter how
much the value would be for each. Remember that you have $650 available, and anything you
do not spend should go into savings.” This context is assumed to reveal how would participants
distribute an additional income between these three options and give us information about how
their preferences of status goods, represented on luxuries, change when they are exposed to

social status priming.

Additional questions

For the last part of the survey, we decided to contrast all the findings that we might got
with the previous questions and ask directly to the participants how important status is for them,
and how influential it is on their financial decisions. With this information, we want to
understand if people show inconsistency on their preferences for status than what think their

preferences are. See Appendix 3 for a survey question set diagram.

Pre-survey data balance check

With pre-survey data, we ran a balance check of observable variables that were available
to the bank to make sure that we have five treatment groups that were comparable with our
control group (see results on Table 2). The variables considered were gender, age, credit card
limit, whether they have one or more financial products with financial institutions other than

the bank, whether they receive a salary or are self-employed, marital status and their credit
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score with the bank. Table 2 shows the comparison of these variables for the five treatment
groups against the control group, and corresponding t-tests (p-values > 0.5). We found no

statistically significant differences in observable variables’ means among the groups.

Survey validation

Prior to sending the e-mail to the financial institution's clients, we ran three pilots of the
survey to validate that the design of the treatments is generating the appropriate effect and,
contrastingly, that the wording, length, difficulty, and order of the questions are adequate so
that we can obtain the greatest number of effective responses. The first two pilots were
conducted with employees belonging to the bank or the bank’s business group, while the third
was conducted with clients belonging to the target population. For more details on the design

and samples of the pilots, see Appendix 1.

Survey incentives

The three aforementioned pilots considered an instruction requesting the participants'
support with filling out the survey without offering anything in return. The instructions
indicated that it would be a brief survey and that the objective is to improve the products and
services offered by the bank to its clients. However, due to the average response rate of less
than 1% of the emails sent in the pilots, we analyzed the use of incentives to achieve a higher
level of response. For this purpose, we collaborated with a partner company of the financial
institution to offer gift cards with a credit of $20 for purchases in supermarkets through a lottery.

For the last version of the survey, participants were instructed that by filling out the survey
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. Group 1: | Group 2: i Group 3: ) Group 4: ) Group 5: i Group 6: )
Variables Control T P-value T P-value T3 P-value T1+T3 P-value T2+ T3 P-value
N 13,923 13,924 - 13,924 - 13,923 - 13,924 - 13,924 -
Age 41.81 41.71 0.18 41.76 0.52 41.62 0.42 41.76 0.70 41.74 0.33
Men proportion 50.71% | 51.51% 0.49 51.08% 0.70 51.19% 0.18 50.47% 0.71 50.13% 0.63
Credit card limit $2,458.21 | $2,426.22 0.24 $2,438.35 0.47 $2,418.75 0.15 $ 2,443.09 0.58 $2,451.11 0.80
Srare‘:t.curftomer 0.28 0.34 0.61 0.35 0.47
proportio 56.37% | 55.73% 55.81% 56.07% 55.82% 56.80%
Formal dependent workers
proportion 69.98% | 70.23% 0.64 70.13% 0.78 70.44% 0.39 70.36% 0.49 70.13% 0.78
Married prop. 42.87%|  43.21% 43.12% 41.92% 43.07% 43.06%
Divorced prop. 6.96% 6.58% 6.72% 6.29% 6.48% 6.64%
Marital | ..
status | >ndle prop. 47.45%| 4817%| 028 47.86%| 00 49.20%| 006 47.98%| 094 4785%| 074
Free union prop. 1.97% 0.93% 0.91% 1.28% 0.95% 1.10%
Widow(er) prop. 1.45% 1.11% 1.39% 1.31% 1.52% 1.36%
Credit score 1 23.59% |  24.23% 24.42% 24.15% 24.17% 23.39%
.. | Credit score 2 0 0 0 0 0 0
g:crsgt 21.57% 19.85%| (14 20.80%| oo 21.20%| | gg 2045% | g 2052%| e
Credit score 3 17.65%|  17.82% 17.48% 17.90% 17.70% 18.03%
Credit score 4 37.19%|  38.10% 37.30% 36.75% 37.68% 38.06%
Notes: 1. P-value is calculated of the difference between each of the five treatment groups with the control group.
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completely, they could participate for one of the 20 cards offered by the partner company. It
was considered that this would be a sufficiently strong incentive considering that the gift card
credit corresponds to approximately 3 percent of the average monthly salary of the clients
assigned to the study, which is not negligible. For many customers in this segment, it can
represent a significant part of the food expenditure in the following days. The final survey was
sent to the remaining 74,542 clients (total population minus sample for third pilot).

To ensure that each treatment can have the appropriate effect, the order of the questions
in the survey was structured as follows. First, customers answer the nine basic personality and
knowledge questions. This is followed by the experiment questions, which include the specific
characteristics of the household as each of the treatment questions to which the participant was
assigned, and the hypothetical scenario questions. At last, participants answer the two more
direct questions, in which we ask how important and influential social status they think they are
on their life’s self-perspective. All treatment questions are answered immediately before
answering the main base question, which refers to the hypothetical scenarios that helps us to
understand the distribution of this additional income between luxury consumption, basic needs
consumption and savings, as well as debt and credit card use preferences.

Pre-survey online submission

Before implementing our survey experiment, we upload a submission of our hypotheses,

methodology, and expected results in AsPredicted online platform to pre-register our study.

Details of this submission can be found on https://aspredicted.org/xd8ax.pdf.



https://aspredicted.org/xd8ax.pdf

29

RESULTS

Final sample description
We collected a total of 966 effective surveys. After deleting missing information and
outliers, we obtain a total of 895 observations! (see Table 3).

Table 3. Effective surveys distribution sample

Social status influence
Clients final sample Control T1: Peer T2: Celebrities Total
status status

S@wson | congrol | N=176 | N =133 N = 144 N = 453
financial :
products | T3: Credit | _ 59 | =108 N = 155 N = 442
influence | card status

Total N =335 N =261 N =299 N =895

! For level education, 6 observations were deleted because we did not have this information for these
participants. Based on household size question, 13 observations with more than 10 integrant were eliminated, and
we added 1 to each response to represent the participant on the household. With respect to income, the survey
collected average consumption and savings, and the sum of these was defined as an approximation of monthly
income (1 observation was deleted because of missing values). In the same way, as standard on literature, 25
outliers with a declared household income equal to 0 or within the 5th percentile of Ecuador household income
distribution (less than $140 per month) we deleted. Similarly, 3 participants with a declared household income
greater than $10,000 were deleted, considering that, for this population segment, an income of that magnitude is
uncommon. The 99th percentile of Ecuador household income is $3,943, so an income greater than $10,000 was
considered abnormal for this investigation purpose (see robustness checks on Robustness Analysis section).
Additionally, for the participants that were assigned for peer’s status treatment, 18 observations were the
participant register a peer’s income smaller that their own income were deleted, as evidence that the priming did

not accomplish the wanted effect.
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Balance check

Doing the same analysis as pre-survey data, on Table 4 we show the balance check done
with our obtained observations. We can see that groups with treated participants are correctly
balanced in almost all variables. Only for participants of the second group, which received the
celebrities’ status priming treatment, are not totally balanced according to the distribution of
credit scoring of the bank. Nevertheless, as it was only a control variable, we do not consider
this relevant taking into account that more important variables such as monthly earnings per

capita, age, debt and gender are statistically balanced.

Demographic characteristics
Using the bank’s data base, we were able to consider relevant important demographic
variables for our sample. These variables are level of education, marital status, credit score with

the bank and city (for a summary of all socio-demographic variables, see in Table 5A).

Behavioral characteristics

For these variables, we aggregated each measure as dummy variables equal to 1 for level
4 and 5 or, in some cases, only level 5 in order to get closer to the median (see Appendix 4 for
details). Table 5B shows a detail of the distributions of each variable, in addition to Beta and

Delta estimates for present bias? (for calculations for present bias, see Appendix 5).

2 We are aware of the noisy averages for Beta and Delta measures. As they are only control variables, we prioritize
the usage of all observations in de baseline model, and we consider measures between 0 and 1 as robustness check
on Robustness Analysis section. Additionally, 5 observations were deleted because of present and future cutoff

values equal to 0.
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. Group 1: | Group 2: Group 3: Group 4: Group 5: Group 6:
Variabl P-val P-val P-val P-val P-val
ariables Control T1 value T2 value T3 value T1+7T3 value T2+ T3 value

N 176 133 - 144 - 159 - 128 - 155 i

Monthly per capita income $164.12 $157.39 0.69 $171.71 0.69 $166.09 0.91 $172.89 0.72 $184.81 0.33

Age 36.74 37.08 0.77 35.06 0.13 36.37 0.74 36.30 0.70 36.27 0.67

Men proportion 47.73% | 51.88% 0.47 45.14% 0.65 52.20% 0.41 50.78% 0.60 52.90% 0.35

Credit card limit $1,700.06 | $2,15344 | 007 | $1,770.25 | 075 | $1,71426 | 094 | $1,749.13 | 083 | $1,90569 | 0.33

Shared customer proportion | 50.00% | 53.38% 0.56 48.61% 0.81 52.83% 0.61 54.69% 0.42 60.00% 0.07

Efg&?’tigipe”de”t WOTKers | 39 2506 | 28.57% 0.61 28.47% 0.59 29.56% 