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bstract

Prior research on consumers’ preference for timing of payment suggests that consumers prefer to prepay for certain kinds of purchases (e.g.,
acations) and postpay for others (e.g., washer dryers). This research extends this finding by first comparing preference for timing of payment
or products that vary by type (hedonic vs. utilitarian) and durability (nondurable vs. durable) to reveal that it is only hedonic–nondurable
roducts that elicit a preference for prepayment (study 1). The two studies that follow examine the robustness of the prepayment preference
y (1) varying the favorability of the transaction (study 2), and, (2) by eliminating the choice of payment timing from the transaction (study 3).
esults reveal that the preference for prepayment for hedonic–nondurable goods is robust when transaction characteristics are favorable but
hifts when transaction characteristics are unfavorable. Furthermore, when the choice of payment timing is not offered, consumers become
ndifferent towards when they prefer to pay for hedonic–nondurable products. The implications of these findings for marketers and retailers
re discussed.
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Introduction

In recent years, research in marketing has focused not only
n what price marketers should charge for their products or
ervices but also on how, when, where and in what form
his price should be charged. This stream of research that
eals with the psychology of pricing is gaining increasing
mportance since the use of the “right” pricing scheme is often
ritical to the success of a brand, consumers’ willingness
o purchase the brand, satisfaction with the brand and the
evelopment of brand loyalty (Gourville and Soman 2002;
onroe 1990; Winer 1988). But what constitutes the “right”

ricing scheme within a marketing mix?

A number of factors that influence consumer price per-

eptions have been examined by the extant marketing liter-
ture. For instance, unbundling price into “pennies-a-day”
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ffects the decision to purchase (Gourville 1998), providing
ncommensurate benefits alters consumers’ response to sales
romotions (Nunes and Park 2003), the presentation of price
nformation (Krishna et al. 2002), the salience of a discount
Wathieu et al. 2004) and the framing of a deal (Chen and

onroe 1998; Inman et al. 1997) influence price-perceptions.
ne issue, which still remains to be fully understood, is
ith regard to consumers’ preference for timing of payment.
nderstanding when consumers are willing to pay for prod-
cts and services and the factors that drive these preferences
s a crucial element of the pricing mix and the focus of this
esearch.

Previous research that has examined preference for pay-
ent timing suggests that consumers have an inherent pref-

rence to prepay for one-shot hedonic consumption such as
acations and to postpay for durable utilitarian consumption
uch as washer dryers (Prelec and Loewenstein 1998). This

esearch proposes a mental accounting framework to explain
he reasons for consumers’ preference for payment timing.
he model proposed is based on two main assumptions. First,

hat payment is painful and consumers are motivated to avoid

r Inc. All rights reserved.
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Fig. 1. Conc

he pain of paying, and, second, that this pain of payment is
iminished if extended over time.

In light of this extant research, we present a series of stud-
es that examine consumers’ preferences for payment timing
nd the robustness of the preference for prepayment under
ifferent conditions. In the first study, conducted in two parts
sing different products and replicating the results using a
ingle product, we compare the preference for timing of pay-
ent for products that vary along two dimensions, namely,

roduct type (hedonic vs. utilitarian) and durability (non-
urable vs. durable). Results of these studies reveal that only
edonic–nondurable purchases elicit a preference for pre-
ayment. We theorize that the preference for prepayment
s driven by the motivation to enhance the pleasure of con-
umption (approach focus) while the preference to postpay is
riven by a motivation to prevent the occurrence of negative
utcomes (avoidance focus). In the two studies that follow
e examine the robustness of this preference for prepay-
ent by (1) varying the favorability of the transaction (study

), and, (2) by eliminating the choice of payment timing
rom the transaction (study 3). The results of study 2 reveal
hat the preference for prepayment for hedonic–nondurable
oods is robust when transaction characteristics are favorable
ut shifts when transaction characteristics are unfavorable,
ue to the increase in avoidance focus elicited by unfavor-
ble transaction characteristics. Furthermore, in study 3 we
emonstrate that when the choice of payment timing is not
vailable to consumers, it becomes less salient in the transac-
ion, making consumers indifferent about when they prefer
o pay for hedonic purchases. Fig. 1 illustrates the conceptual
ramework that guides this research.

Preference for timing of payment
Marketers have traditionally assumed that consumers pre-
er to pay after the consumption of a good or service. Despite
his, consumers do prepay for a number of goods and services
nd marketers are finding prepayment a viable and profitable

d
i
i
i

framework.

trategy and are increasingly making prepayment an option
vailable to consumers (Xie and Shugan 2001). However, the
ypes of products, and the conditions under which consumers
refer prepayment (vs. postpayment) are not fully understood
nd form the focus of this research.

Prelec and Loewenstein (1998) propose a “double-entry”
odel to explain why preferences for prepayment and post-

ayment exist. These authors suggest that consumers have an
version to making a payment when the utility from consump-
ion is forgone and to avoid this “pain of payment” they prefer
o pay in advance for consumption. In these cases, prepay-

ent diminishes the sum of residual payments and increases
et enjoyment of the consumption experience itself. More-
ver, in the case of prepayment, as the temporal distance
etween payment and consumption increases, a consumer
s said to “adapt” to the payment, giving the illusion that
onsumption is free (Gourville and Soman 1998), thereby
nhancing consumption enjoyment. This tendency to accel-
rate payment in order to enhance consumption enjoyment is
ikely to be greater for purchases that are inherently enjoyable
nd associated with pleasure during or after consumption,
amely hedonic purchases.

Prelec and Loewenstein also examine the impact of time
iscounting. These authors show that while prepayment often
rovides future benefits, these benefits may not be large
nough to overcome the opposing influence of time discount-
ng. Time discounting allows consumers to depreciate the
ost of the product through usage of the product over time.
hus, time discounting fosters a preference for postpayment,
specially for goods that are used over a long period of time.
onsequently, for consumption that is one-shot, whose utility
iminishes relatively quickly after consumption, prepayment
s preferred over postpayment.

Prelec and Loewenstein conclude that consumers prefer
o prepay for a vacation (hedonic) but postpay for a washer

ryer (durable). However, there is a potential confounding
n the extant research between product type and durabil-
ty. Prelec and Loewenstein’s conclusions do not clearly
ndicate whether, a sports car which may be considered
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oth hedonic and durable, would elicit a preference for pre-
ayment (because it is hedonic) or postpayment (because
t is durable). In order to examine the robustness of con-
umers’ preference for prepayment, we first investigate this
otential confounding that remains unresolved in the extant
iterature.

The role of product type and durability in the
preference for payment timing

Prior literature suggests that preferences for payment tim-
ng vary depending on product type (hedonic vs. utilitarian)
nd durability (durable vs. nondurable). In this research we
egin by disentangling the effects that each of these dimen-
ions independently exert on the preference for timing of
ayment.

Broadly speaking, hedonic consumption is characterized
y aesthetic and sensory experience and hedonic products
re consumed for fun, pleasure and excitement while utili-
arian consumption is primarily instrumental and is charac-
erized by products designed to accomplish a functional or
ractical task (Dhar and Wertenbroch 2000; Holbrook and
irschman 1982). A considerable amount of research has
emonstrated that product type has an impact on choice (Dhar
nd Wertenbroch 2000; Okada 2005) and evaluation (Voss et
l. 2003).

Bazerman et al. (1998) examine a parallel pair of con-
tructs that map onto hedonic and utilitarian product dimen-
ions, namely “wants” and “shoulds” (see Okada 2005). This
esearch establishes that hedonic consumption is more likely
o be motivated by “wants” while utilitarian consumption is

ore motivated by “shoulds.”
Previous research suggests that one of the key character-

stics of hedonic consumption is the pleasurable anticipation
f the experience (Nowlis et al. 2004; Loewenstein 1987).
ince the thought of debt might potentially interfere with

he anticipatory feelings of pleasure, consumers’ are likely
o prefer to pay in advance (debt aversion principle, Prelec
nd Loewenstein 1998). We therefore expect that in order
o enhance the pleasure of consumption, consumers prefer
o prepay for this consumption. In contrast, utilitarian con-
umption does not typically involve the savoring of future
onsumption and consumers purchase these products only
ecause they “should” in order to accomplish a functional
oal. In this case there are no hedonic advantages to prepay-
ent and therefore consumers prefer postpayment.
Examining the effects of durability on preferences for tim-

ng of payment, the principle of time-discounting adequately
pplies. For a product whose utility is long-lasting (durable)
onsumers are likely to prefer to pay for the product over
he lifetime of the product so as to derive the greatest util-

ty. Moreover, for durable products, consumers can protect
hemselves from negative product experiences, by refusing
o pay for a defective product or remedying any problems
hrough repairs or returns. These similar benefits are not
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vailable for products that are short-lived (nondurable) and
hus postpayment may not be preferred. Moreover, making

payment for a product whose utility is forgone is unde-
irable. Thus, the less durable the product the more likely
onsumers would want to pay before consumption. Based on
his theorizing, products that differ along the durability and
roduct type dimensions are likely to differ in the preference
or prepayment. We expect that the preference for prepayment
s elicited when the motivation to enhance future consump-
ion enjoyment exists (hedonic) and when the consumption
s short-lived (nondurable). Specifically, we hypothesize,

1. Products that are both hedonic and nondurable are most
ikely to elicit a preference for prepayment compared to prod-
cts that have any other product type-durability combination.

We test this hypothesis in study 1.

Study 1

The objective of this set of studies was to compare the
reference for timing of payment for products that vary on
he product type (hedonic vs. durable) and durability (non-
urable vs. durable) dimension. The study was conducted
n two parts. First, the preference for payment timing was
ssessed using different products that vary on the product type
nd durability dimensions (study 1a). These results were then
eplicated using a single product (vacation), while manipu-
ating the consumption goal (hedonic vs. durable) and the
urability (single use vs. multiple uses) (study 1b).

tudy 1a

To identify four products representative of the combina-
ions of product type and durability, a pretest was conducted
ith 18 undergraduate participants. Each participant was

sked to indicate whether a given list of products were typical
f one-time use/experience or repeated use/experience. The
articipants were given a list of similar products and asked to
ndicate whether the products were consumed primarily for
leasure or for a functional/useful purpose. From the list of
roducts, the majority of participants considered a vacation to
he Caribbean (95 percent) and pest-control service (78 per-
ent) to be one-time use purchases while all participants con-
idered washer dryer (100 percent) and home-entertainment
ystems (100 percent) to be repeated use purchases. Similarly,
articipants categorized the vacation to the Caribbean (100
ercent) and the home-entertainment system (100 percent) to
e purchased primarily for pleasure while the washer dryer
100 percent) and pest-control service (91 percent) to be pur-

hased for their functionality. These four products were used
s stimuli in the main study.

Respondents in the main study were 64 undergraduate
tudents at a large east coast university who participated in
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his study for course credit. The study was a 2 × 2 between-
ubjects design in which the product type (hedonic vs. utili-
arian) and durability (durable vs. nondurable) were manip-
lated. Participants were randomly assigned to one of four
onditions.

Participants were asked to imagine that they had decided to
go on vacation in six months”, “purchase a washer dryer for
heir apartment in six months”, “employ a pest-control ser-
ice to fumigate their apartment in six months” or “purchase
home-entertainment system in six months.” They were then

nformed that the purchase would cost $1,200 and that they
ould pay for their purchase: (1) in six monthly payments
f $200 starting six months before the purchase (pay before
ption), or (2) in six monthly payments of $200 for six months
fter the purchase (pay after option). Participants were asked
ot to consider any interest charges.

Preference for payment timing was assessed on a seven-
oint scale (1 = prefer paying before to after, 7 = prefer paying
fter to before). Payment timing preference was also assessed
y asking participants to choose between the two payment
iming options. In order to ensure that each purchase was
qually relevant to the participant pool, respondents were
sked to rate how relevant the decision to purchase the item
as and how likely they were to face a similar decision in

heir daily life.

esults of study 1a

A 2 × 2 ANOVA with product type (hedonic vs. utilitarian)
nd durability (durable vs. nondurable) as the independent vari-
bles and preference for payment timing as the dependent variable
evealed that participants in the hedonic–nondurable condition pre-
erred prepayment (M = 3.05) significantly more than participants in
he hedonic–durable (M = 5.75), utilitarian–nondurable (M = 5.31)
nd utilitarian–durable (M = 4.30) conditions. These results revealed
significant product type × durability interaction (F(1,60) = 17.54,
< .05), consistent with Hypothesis 1. Furthermore, results of the
hoice between the two payment timing options revealed that the
ajority of respondents in the vacation condition, that is, 15 of

7 (88.23 percent) chose prepayment as the preferred timing of
ayment while only 4 of 15 (26.66 percent) in the washer dryer
ondition, 1 of 16 (5.88 percent) in the pest-control condition, and,
of 17 (11.76 percent) in the home entertainment condition chose

repayment. A chi-square analysis (χ(3) = 34.18, p < .05) revealed
hat these differences are statistically significant lending support
o Hypothesis 1. Participants reported no differences in how rele-
ant the decision to purchase the products was (F(3,59) = 1.54, ns)
nd how likely they were to face the decision in their daily life
F(3,59) = 2.63, ns).

tudy 1b1
The objective of study 1b was to replicate the results of
tudy 1a using a single product. Sixty-five participants par-
icipated in a 2 × 2 study design in which the consumption

1 We thank Reviewer 1 for this suggestion and acknowledge the guidance
f the editor, Dhruv Grewal, in the design of this study.
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oal (hedonic vs. utilitarian) and the durability (single use
s. multiple uses) were manipulated. Participants were asked
o imagine that they were planning a one-week trip to Paris.
bout half the participants were told that they were going on
acation and would see all the great sights of Paris (hedonic
ondition) while the other half were told that they were going
n a business trip and would be in their hotel room in meet-
ngs all day (utilitarian condition). In this study durability
as operationalized as multiple usage of the same product.
hus, to manipulate durability, participants were told that

hey would be making three one-week trips to Paris over
he next three years (durable condition) because it was their
avorite vacation spot (hedonic) or because they had business
o conduct (utilitarian). The participants in the nondurable
ondition were told that they had to make just one trip.

All participants were informed that the trip to Paris would
ost $1,200 and that they had a choice as to when they could
ay for their purchase: (1) in six monthly payments of $200
tarting six months before the trip (pay before option), or (2)
n six monthly payments of $200 for six months after the
rip (pay after option). Again, participants were asked not to
onsider any interest charges. Preference for payment timing
as assessed on a nine-point scale (1 = prefer paying before

o after, 9 = prefer paying after to before). Manipulation check
easures for the number of trips scheduled and the goal of

ach trip were included.

esults of study 1b

The success of the consumption goal manipulation was assessed
y asking participants to agree or disagree with the statements “The
ain goal for going to Paris is to have a fun and enjoyable vaca-

ion” and “The main goal for going to Paris is to have a productive
ork-related trip” assessed on nine-point scales. Participants in the
edonic condition agreed with the first statement significantly more
han participants in the utilitarian conditions (M = 7.57 vs. M = 2.06,
(1,62) = 391.33, p < .05) and vice versa for the second statement

M = 1.69 vs. M = 7.67, F(1,62) = 478.37, p < .05).
The success of the durability manipulation was assessed by ask-

ng participants to agree or disagree with the statements “I will be
oing to Paris for just one trip” and “I will be going to Paris for
hree consecutive trips” assessed on nine-point scales. Participants
n the nondurable condition agreed with the first statement signif-
cantly more than participants in the durable conditions (M = 6.84
s. M = 1.78, F(1,62) = 53.21, p < .05) and vice versa for the second
tatement (M = 1.94 vs. M = 7.53, F(1,62) = 66.69, p < .05).

A 2 × 2 ANOVA with consumption goal and durability as
he independent variables and preference for payment timing as
he dependent variable revealed that participants in the hedonic–
ondurable condition preferred prepayment (M = 1.43) signifi-
antly more than participants in the hedonic–durable (M = 5.11),
tilitarian–nondurable (M = 5.77) and utilitarian–durable (M = 5.26)
onditions. These results revealed significant main effects for

onsumption goal (F(1,62) = 8.43, p < .05) and for durability
F(1,62) = 3.26, p < .05) and was qualified with a significant con-
umption goal × durability interaction (F(1,62) = 18.66, p < .05).
his is consistent with Hypothesis 1 and replicates study 1a using
single product.
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iscussion

Studies 1a and 1b address the confounding between prod-
ct type and durability using different products and a single
roduct, respectively, to address an issue that was unresolved
n previous research. The results confirm that it is the com-
ination of hedonic and nondurable dimensions of a product
hat elicit the motivation to prepay. Our focus in this paper is
o assess the robustness of consumers’ preference for prepay-

ent and study 1 replicates and extends the previous findings
egarding the preference for prepayment, to indicate that pre-
ayment is most likely for purchases that are both hedonic
nd nondurable.

In the studies that follow we examine the preference
or prepayment for hedonic–nondurable products relative
o the well-established preference for postpayment for
tilitarian–durable purchases by proposing a process expla-
ation and investigating the boundary conditions for this
reference.

Drivers of payment timing preference

Since hedonic purchases are based on “wants” while utili-
arian purchases are based on “shoulds,” (Okada 2005), con-
umers make hedonic purchases with pleasurable anticipation
an approach motivation) but make utilitarian purchases with
focus on minimizing or avoiding negative outcomes (an

voidance motivation). Consistent with this notion, Chernev
2004) finds that the hedonic attributes of a product elicit an
pproach (promotion) focus while utilitarian attributes elicit
n avoidance (prevention) focus.

Regulatory focus theory (Higgins 1997, 1999) suggests
hat when people adopt a “promotion focus” they are sen-
itive to the presence or absence of positive outcomes but
hen they adopt a “prevention focus” they are sensitive to

he presence or absence of negative outcomes. Thus, a pro-
otion focus influences preferences by either maximizing or

nhancing the presence of positive outcomes or minimizing
r preventing their absence. On the other hand, a prevention
ocus influences preferences by minimizing the presence of
egative outcomes or by maximizing their absence.

In the context of preference for payment timing, we pro-
ose that the motivations underlying the consumption of
edonic and utilitarian products are different and these dif-
erences drive the preferences for timing of payment (see
ig. 1). Specifically, we suggest that hedonic purchases elicit
motivation to enhance or maintain the pleasure of con-

umption, reflected by an approach focus, while utilitarian
urchases elicit a motivation to minimize any displeasure or
ain associated with consumption, reflected by an avoidance
ocus.
Indeed, promotion-focused individuals favor approach
trategies while prevention-focused individuals favor avoid-
nce strategies (Aaker and Lee 2001). Under a promotion
r approach focus, an individual’s strategic inclination is

d
d
p
d
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o facilitate end-states they would like to achieve (Higgins
999), such as paying before consumption so as to enhance
onsumption enjoyment. In contrast, a prevention or avoid-
nce focus fosters a tendency to avoid negative end-states.
ere consumers prefer to maintain status quo and shield

hemselves from negative consequences and potential loss
y opting to pay after consumption.

In the study that follows, we examine the role of transac-
ion utility as a factor that influences consumers’ preferences
or payment timing and examine the motivations underlying
onsumers’ preference for timing of payment.

Transaction utility and the preference for payment
timing

The investigation of the role of transaction characteristics
n consumers’ preference for payment timing is important
or two main reasons. Consumers prefer prepayment pri-
arily in order to enhance consumption enjoyment (espe-

ially when the product experience is short-lived). However,
transaction that is unfavorable might potentially dimin-

sh future consumption enjoyment. Thus, to examine the
obustness of consumers’ preference for timing of payment
t is important to understand the role of the favorability of
he transaction. Moreover, earlier demonstrations of con-
umers’ preference for payment timing were obtained using
cenarios devoid of any transactional information. Partici-
ants in those studies were simply asked to choose between
aying before or after for a hedonic purchase (e.g., vaca-
ion) or a utilitarian purchase (e.g., washer dryer), without
ny other transactional details included. Thus, in examin-
ng the robustness of consumers’ preference for prepayment
e investigate the role of the favorability of the transaction

tself.
Transaction utility (henceforth TU; also referred to as

ransaction value, Grewal et al. 1998) may be defined as
he pleasure or displeasure that arises from the “difference
etween the amount paid and the ‘reference price’ for the
ood, that is, the regular price that the consumer expects to
ay” (Thaler 1999, p. 188). Thus, TU is the perceived value or
erit of the deal arising from the “psychological satisfaction

r pleasure obtained from taking advantage of the financial
erms of the price deal” (Grewal et al. 1998, p. 48).

The transaction utility of a purchase has consequences
hat influence the evaluations of that purchase depending on
hether the purchase is hedonic or utilitarian (Monroe and
rishnan 1985). Here we propose that perceived transaction
tility is likely to have a stronger influence on the preference
or timing of payment for a hedonic–nondurable product than
or a utilitarian–durable product.

A hedonic product, such as a vacation, is consumed pre-

ominantly for the pleasure that it delivers. If a vacation
eal has high TU, we expect that consumers’ anticipated
leasure with the vacation is enhanced by the favorable con-
itions of the deal. Thus, the anticipation of the pleasure
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f consumption coupled with favorable transaction charac-
eristics lead consumers to adopt an approach or promo-
ion focus and prefer prepayment (see study 1). However,
f TU is low, the decreased favorability of the transaction
hreatens to reduce the anticipated pleasure associated with
onsumption. Thus, in order to protect themselves from any
egative consequences, consumers adopt an avoidance or pre-
ention focus and are motivated to delay payment till after
onsumption.

In contrast, for utilitarian consumption, the benefits of
onsumption are functional, not hedonic, and the pleasure
vs. pain) associated with high (vs. low) TU is not likely to
nfluence consumers’ preference for timing of payment. We
ropose that utilitarian purchases promote a prevention focus
nd that consumers’ will reveal a preference for postpayment.
n sum, we propose that the preference for payment timing is
ot dependent only on the type of product and durability but
lso on the perceived TU. We therefore propose,

2. The nature of the product interacts with perceived trans-
ction utility to influence consumers’ preference for timing
f payment. Specifically,

. For hedonic purchases, consumers’ preference for prepay-
ment is stronger when the perceived transaction utility is
high than when it is low, and

. For utilitarian purchases, consumers’ preference for post-
payment remains strong regardless of the perceived degree
of transaction utility.

We examine Hypothesis 2 in the study that follows.

Study 2

The design was a 2 (level of transaction utility: high vs.
ow) × 2 (type of product: vacation vs. washer dryer). Two
aseline conditions, one for vacation and one for washer
ryer, in which no transaction characteristics were men-
ioned, were included. The choice of the two products used in
his study is the same as those used by Prelec and Loewenstein
1998).

Respondents were 215 undergraduates who participated
or course credit. They completed one of six versions of a
uestionnaire. Participants were asked to imagine that they
ere either “planning a one week vacation to the Caribbean

ix months from now” or planning to purchase a clothes
asher dryer six months from now.” They were then told

hat the purchase would cost $1,200. Participants were ran-
omly assigned to conditions that manipulated high or low
U and answered a series of questions that followed.

anipulating transaction utility
Transaction utility was manipulated by creating a favor-
ble or unfavorable price deal by comparing the consumers’
rice with the price a friend paid (see Chandrashekaran

a
c

p
h
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2004)) for a discussion on how redundant price comparisons
nfluence perceived transaction utility). In the high TU condi-
ion, participants read that “a close friend was very surprised
o hear that you were able to get the vacation/washer dryer at
1,200 and informed you that for the same vacation/washer
ryer, he had to pay 1,600.” They were told that they were
ble to obtain such a fantastic deal from the travel agent/store
anager. In the low TU condition, participants read that “a

lose friend was very surprised to hear that you got the vaca-
ion/washer dryer at $1,200 and informed you that for the
ame vacation/washer dryer, he had to pay $800.” They were
hen told that they were not able to obtain a good deal from
he travel agent/store manager.

In the baseline condition, participants in both conditions
ere told that $1,200 was a fair price for what they were
etting and fit the range of expenses they were accustomed
o for big-ticket items. In addition, they were told that a close
riend agreed that the amount to be spent was what she had
pent on similar purchases in the past.

All participants were asked to consider the information
hey read in the scenario and choose one of two payment
ptions, six monthly payments of $200 dollars each, either
ix months before or six months after the purchase. They com-
leted a set of manipulation checks and listed the thoughts
hat went through their minds while choosing the payment
lan.

esults

anipulation checks
For the TU condition, respondents were asked to evaluate on

hree seven-point semantic differential scales the purchase as a poor
eal versus good deal, poor value versus good value and poor buy for
he money versus good buy for the money. An index of TU (higher
umbers indicate higher TU) was created (Cronbach alpha = .90).
or both the vacation condition and washer dryer condition, TU
as significantly higher for the high conditions compared to the low

ondition (M = 5.69 vs. M = 3.62, F (1,80) = 79.74, p < .05 for vaca-
ion and M = 5.69 vs. M = 3.63, F (1,66) = 52.16, p < .05 for washer
ryer). In addition, the pleasure obtained from the transaction (see
rewal et al. 1998) was assessed by asking participants to report
ow happy they were with the deal on a seven-point scale (1 = not at
ll happy, 7 = extremely happy). Results revealed that for both the
acation and washer dryer condition, consumers were significantly
appier with the deal in the high TU condition compared to the
ow TU condition (M = 5.79 vs. M = 4.37, F (1,80) = 22.35, p < .05
or vacation and M = 5.85 vs. M = 3.37, F (1,66) = 69.46, p < .05 for
asher dryer).

hoice of prepayment versus postpayment by varying TU
As Table 1 shows, participants in the baseline condition (no

ransaction characteristics manipulated) reveal a preference for pre-
ayment for the hedonic (vacation) condition (χ2(1) = 3.125, p = .08)

nd a preference for postpayment in the utilitarian (washer dryer)
ondition (χ2 (1) = 6.82, p < .05).

However, when TU was manipulated, there was a significant
reference for prepayment when TU for the vacation condition was
igh (χ2(1) = 3.6, p < .05), but no difference in preference for timing
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Table 1
Preferences for prepayment and postpayment (study 2)

Condition Extent Vacation Washer dryer

Preference for
prepayment

Preference for
postpayment

Preference for
prepayment

Preference for
postpayment

Transaction utility High 26 14* 2 32*

Low 21 19 9 26*

B * *
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ment was dependent on the characteristics of the transaction,
while for the utilitarian–durable purchase the preference for
postpayment was independent of transaction characteristics.
When transaction characteristics were favorable, hedonic
aseline 23

* Significant differences between preference for prepayment and preferen

f payment when TU for vacation was low (χ2(1) = .10, ns).2 This
s consistent with Hypothesis 2a. In contrast, there was a clear pref-
rence for postpayment for washer dryer condition, for both high
nd low TU (χ2 = 25.48, df = 1, p < .05 and, χ2 = 5.12, df = 1, p < .05,
espectively). This is consistent with Hypothesis 2b. This result sup-
orts Hypothesis 2 that under unfavorable transaction conditions,
hat is, low TU, a shift in preference of timing of payment occurs
or hedonic purchases, but has no impact on the preference of timing
f payment for utilitarian purchases. The results show no shift in the
reference for postpayment for the washer dryer between the low
nd high TU conditions.

nalysis of open-ended responses
In order to demonstrate that approach versus avoidance focus

s the process that underlies consumers’ preference for timing
f payment for hedonic and utilitarian purchases under different
ransaction conditions, two independent coders coded participants’
pen-ended responses as being indicative of approach focus versus
voidance focus. An approach focus was indicated by consumers’
pen-ended responses being consistent with looking forward to con-
umption (e.g., “I am going to get my money’s worth. After coming
ack from the vacation, I’ll be relaxed and I won’t have to worry
bout paying for the vacation after because I have already done so
rior to going”) while avoidance focus was indicated by consumers’
pen-ended responses being consistent with avoiding negative con-
equences (e.g., “I would pay after in case the machine was not up to
y expectations I would return it.”) or protecting themselves from

uture failure (“If there is something wrong with it, by paying after
ou have leverage in case the washer dryer is defective or unsatis-
actory”). Overall approach focus or avoidance focus was indicated
or each respondent based on their open-ended responses. An inter-
oder reliability of .76 was first achieved and was increased to .97
fter discussion.

A repeated-measures ANOVA for the vacation condition with
ransaction utility (high vs. low) as the independent variable and
pproach focus and avoidance focus as the repeated factors revealed

significant transaction utility × focus interaction (F(1,29) = 5.89,
< .05) consistent with the notion that for hedonic purchases, partic-

pants are more likely to reveal an approach focus than an avoidance
ocus when transaction utility is high but are more likely to reveal

2 In order to confirm that this lack of difference is due to an indifference
egarding the timing of payment and not due to an indifference to the purchase
tself, a pretest was conducted that gave participants the same instructions
s study 1 but offered participants the choice of paying before, after and
o preference. The results of the pretest reveal that the inclusion of the no-
reference option did not alter the proportion of preferences for prepayment
s. postpayment.
10 6 27

ostpayment, p < .05.

n avoidance focus than an approach focus when transaction utility
s low (see Fig. 2). A similar ANOVA for the washer dryer con-
ition shows only a main effect of focus (F(1,30) = 225.0, p < .05)
onsistent with the notion that for utilitarian purchases, participants
re more likely to reveal an avoidance focus than an approach focus
egardless of transaction utility.

iscussion

This study was designed to test the robustness of con-
umers’ preference for prepayment for hedonic–nondurable
urchases. The results of this study reveal that for
edonic–nondurable purchases the preference for prepay-
Fig. 2. Study 2: Comparing thought focus across products.
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urchases elicited the anticipation of the pleasure of con-
umption that increased the preference for prepayment as
videnced by the increase in approach-related thoughts. How-
ver, this preference shifted to postpayment when unfavor-
ble transaction situations did not warrant such pleasure. On
he other hand, utilitarian purchases elicited a preference
or postpayment, regardless of transaction characteristics,
lso supported by the predominance of avoidance-related
houghts. In sum, the study reveals a boundary condition for
he preference for prepayment, namely the favorability of the
ransaction (or high transaction utility).

Next, we examine a second boundary condition, namely
he salience of timing of payment in a transaction. We sug-
est that the salience of the choice of when to pay is a
articularly important issue because sellers rarely offer con-
umers this choice in reality. We thus examine whether the
ncreased salience of payment timing, manipulated by hav-
ng consumers make a choice about when to pay, influences
onsumers’ intentions to purchase the product under different
ransaction conditions.

Offering versus not offering payment timing as an
option

In this study, we assess the importance of payment timing
y not offering participants the option of when they would
refer to pay. Instead they were given a fixed timing for pay-
ent (either prepayment or postpayment) and the impact on

urchase intent was evaluated.
In the majority of prior research about payment timing, the

mportance of payment timing and consequently the choice
egarding when to pay has been implicitly assumed to be high.
owever, simply soliciting a decision about payment timing,
ight make the issue of payment timing salient by focusing

reater attention on it (Berlyne 1974) and subsequently caus-
ng it to receive disproportionate weight in judgments and
hoices (Taylor and Thompson 1982). In the domain of pric-
ng, Wathieu et al. (2004) find evidence that price salience is
ontextual and has an impact on consumers’ price sensitivity.

Here we examine the impact of salience of payment timing
n purchase intent by not giving participants a choice about
hen to pay. We expect that by not giving participants a

hoice about when to pay, the reduced salience of the payment
iming would make participants in the hedonic consumption
ondition focus their attention primarily on the extent of their
nticipated consumption pleasure under different transaction
haracteristics.

On the other hand, respondents in the utilitarian consump-
ion condition are expected to reveal a different pattern of
heir preference for postpayment, depending on timing of
ayment. As pointed out earlier, due to the avoidance moti-

ation associated with utilitarian consumption, respondents
refer postpayment over prepayment. In addition, since they
o not experience the pleasure of anticipating consumption,
onsumption utility is inherently tied to paying after.

e
f
F

w

etailing 82 (3, 2006) 165–175

We therefore expect the following:

3a. For hedonic consumption, consumers’ purchase intent
oes not vary significantly under the two different payment
imings.

3b. For utilitarian consumption, consumers’ purchase
ntent is higher when the payment timing option is postpay-

ent than when the option is prepayment.

We examine this hypothesis in study 3.

Study 3

One hundred and fifty-five undergraduates participated in
xchange for course credit. The study involved the manipu-
ation of transaction utility (high vs. low), the type of product
vacation vs. washer dryer) and the timing of payment (pre-
ayment vs. postpayment). The scenarios used were similar
o study 2 except that timing of payment was also manipu-
ated. All participants were asked to imagine that they were
lanning either “a one week vacation to the Caribbean six
onths from now” or “to purchase a washer dryer six months

rom now.” They were told that the purchase would cost
1,200 and would accrue no interest charges. Transaction
tility (high vs. low) was manipulated as it was in study 2.

To manipulate timing of payment, participants in the vaca-
ion condition assigned to the prepayment (postpayment)
ondition were informed that they had to pay for the vacation
n six monthly payments of $200 per month for six months
efore (after) the vacation. Participants in the washer dryer
ondition assigned to the prepayment (postpayment) condi-
ion were informed that they had to pay for the washer dryer
n six monthly payments of $200 per month for six months
efore (after) possession of the washer dryer. Purchase intent
as measured using a two-item scale, which included a report
f how willing and how eager they were to go on the vaca-
ion/purchase the washer dryer. A purchase intentions index
as created using these two items (Cronbach alpha = .95).

esults

anipulation checks
The manipulation check for timing of payment had participants

ndicate when they were required to pay for the vacation/washer
ryer based on the information they had read. Seven respondents
three in the vacation condition and four in the washer dryer condi-
ion) wrongly reported when they were supposed to pay and were
eleted from the analysis.

The manipulation check for the transaction utility of the deal
as the same as that used in study 2. A TU index was cre-

ted (Cronbach alpha = .93). The results show the significant main

ffects of TU index (M = 5.11 vs. M = 3.01, F(1,98) = 75.75, p < .05)
or high versus low TU for vacation and (M = 5.34 vs. M = 2.13,
(1,86) = 126.33, p < .05) for the washer dryer.

In addition, the affective response to the conditions of purchase
as measured by asking participants to indicate how they felt on a
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Table 2
Purchase intentions for vacation and washer dryer (study 3)

Transaction utility Vacation Washer dryer

Prepay Postpay Total Prepay Postpay Total

High 5.40 5.05 5.23 d 3.45 c 5.67 c 4.59 d
Low 4.08 3.83 3.95 d 2.34 2.95 2.66 d
T 4
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otal 4.74 4.44

etters (a, b, c) indicate significant differences (p < .05) between means in th
he same column.

even-point semantic differential scale containing four pairs of emo-
ions: bad-good, terrible-fantastic, annoyed-pleased and depressed-
lated. An affect index was created by combining these four items
Cronbach alpha = .91). For both the vacation and washer dryer con-
itions, participants felt more positive in the high TU conditions than
n the low TU conditions (M = 4.82 vs. M = 3.96, F(1,100) = 6.59,
< .05 for vacation; M = 3.91 vs. M = 2.91, F(1,87) = 10.91, p < .05

or washer dryer).

urchase intent
A 2 × 2 × 2 ANOVA with type of product, payment timing, and

evel of TU as the between-subjects factors (see Table 2). As would
e expected, purchase intentions across both utilitarian and hedonic
onditions were greater when transaction utility was high versus
ow, as revealed by the main effect of level of transaction utility
F(1,186) = 49.43, p < .05). The results also revealed a main effect
f type of product (F(1,186) = 18.99, p < .05) and payment timing
F(1,186) = 6.18, p < .05). This was qualified by a significant product
ype × timing interaction (F(1,186) = 14.34, p < .05).

Examining the means, for the hedonic versus utilitarian con-
umption conditions separately we find a main effect of transaction
tility, that is, we find a greater purchase intent when TU was high
ersus low for hedonic (M = 5.23 vs. M = 3.95, F(1,101) = 17.43,
< .05) as well as utilitarian (M = 4.59 vs. M = 2.66, F(1,89) = 26.94,
< .05) consumption conditions. According to hypothesis 3a, we
xpect no difference between two payment timing options across
he two levels of TU for the vacation condition. The results support
his hypothesis (see Table 2). Comparing the purchase intentions
or hedonic purchases for prepayment versus postpayment reveals
o difference in purchase intent regardless of the level of TU
M = 4.74 vs. M = 4.44, ns). Pairwise comparisons reveal no dif-
erence between timing of payment (before vs. after) for either high
r low level of TU for the hedonic purchase.

In contrast, participants revealed a strong preference for post-
ayment in the washer dryer condition across the two levels of
U (M = 4.31 vs. M = 2.89, F(1,89) = 12.24, p < .05). It is interest-

ng to note that participants in the utilitarian consumption condi-
ion revealed even greater preference for the postpayment option
espite the fact that they enjoy high TU (M = 5.67 vs. M = 3.45,
(1,43) = 27.29, p < .05). This suggests that high TU perhaps taps the
voidance motivation even more strongly for utilitarian purchases

uch that consumers want to ensure that the favorable transaction
haracteristics remain favorable.3 Further, participants in the low
U condition revealed a higher preference toward postpayment over

3 This is consistent with the results in study 2 where participants in the
asher dryer condition exhibited a stronger preference for postpayment over
repayment in the high TU condition (32 vs. 2) than in the low TU condition
26 vs. 9).

(
s
r
p
m

a
e

.59 a 2.89 b 4.31 b 3.62 a

row. Letter (d) indicates significant differences (p < .05) between means in

repayment, although this difference was not significant (M = 2.95
s. M = 2.34, F(1,44) = 1.46, ns). This result was not predicted but it
uggests that the combination of low TU and utilitarian consumption
as so distasteful that even postpayment did not elevate purchase

ntentions.

iscussion

This study examines the robustness of the preference for
repayment when participants were not given a choice of pay-
ent timing. The results of this study clearly demonstrate that

iming of payment is of lesser concern for hedonic purchases
hen it is not made salient by choice. Specifically when par-

icipants are not given a choice between pre- and postpayment
or a hedonic purchase, they did not consider the payment
iming to be a critical factor for decision-making. In contrast,
or utilitarian purchases, participants did consider payment
iming to be an important factor for their decision. However,
espite a strong preference for postpayment in the utilitarian
ondition, in general, payment timing did not seem to matter
s much when TU was low. It appears that payment timing did
ot matter in this case because the transaction itself was too
nattractive for participants to draw attention to the payment
iming issue.

General discussion

There is increasing evidence in the theoretical and man-
gerial domains of marketing that point to the importance
f prepayment as a payment option for consumers (Prelec
nd Loewenstein 1998; Xie and Shugan 2001). This research
xtends this stream of literature by investigating the robust-
ess of the prepayment preference. This research first exam-
ned the characteristics of products that are most likely to
licit a prepayment preference. In study 1, prepayment pref-
rence was assessed using four different products that varied
n the product type (hedonic vs. utilitarian) and durability
durable vs. nondurable) dimensions, and, replicated using a
ingle product in which these dimensions were varied. The
esults of these studies revealed that the hedonic–nondurable
roducts were most likely to elicit a preference for prepay-

ent.
Having identified the product characteristics that elicit

preference for prepayment, the two studies that followed
xamined the robustness of this preference by varying the
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avorability of the transaction and by eliminating the choice
f payment timing from the transaction. To replicate Prelec
nd Loewenstein’s research (1998), this preference for pre-
ayment was compared with the preference for timing of
ayment for a utilitarian–durable purchase. Study 2 revealed
hat unfavorable transaction characteristics (low transaction
tility) resulted in the shift of preference for prepayment for
edonic purchases but had no impact on utilitarian purchases.
mportantly, it also provided insight into the process underly-
ng this preference by demonstrating that hedonic purchases
licit a high proportion of approach thoughts to avoidance
houghts that lead to a preference for prepayment. On the
ther hand, utilitarian purchases elicit a majority of avoidance
houghts that are posited to lead to a preference for post-
ayment. Importantly, this study also demonstrates a shift in
he proportion of approach to avoidance thoughts for hedo-
ic purchases when transaction utility is low. In study 3, the
ption of choice of payment was eliminated from the trans-
ction which had no impact on the purchase intent of hedonic
urchases but did confirm the strong preference consumers
ave for postpayment for utilitarian purchases.

anagerial implications, limitations, and future
esearch issues

The results of the present research suggest that consumers
refer prepayment for a hedonic product when the transac-
ion conditions for the consumption of such a product are
avorable. Notably, consumers’ preference for prepayment
or hedonic consumption does not hold when the transaction
s unfavorable. Of particular importance to the retail indus-
ry is the insight that offering the option of prepayment to
onsumers while drawing their attention to the attractiveness
f the transaction is critical for increasing the likelihood of a
repayment preference. Furthermore, based on the results of
tudy 3 (the vacation condition), simply making the prepay-
ent option available may be an effective strategy since this

ption is often not offered to consumers, due perhaps to the
onventional view that consumers will not prefer it.

It should be noted that these studies were conducted using
homogeneous student population, and thus the results may
e questioned about their generalizability. It is possible that
he preference for payment timing may be influenced by
actors such as income, age, life-stage, lifestyle, and person-
lity. While some of these factors were effectively controlled
y the use of a homogenous population, other factors may
otentially limit the generalizability of the results. Another
oteworthy factor to consider is the manipulation of trans-
ction utility. Two potential issues might be considered as a
esult of the transaction utility manipulation. First, it is pos-
ible that participants who heard that their friend had to pay
ore inferred that prices were likely to rise and hence pre-
erred to prepay for the hedonic product. Second, in study 2,
t is likely that the timing of payment (before vs. after) influ-
nced the perceived transaction utility leading to a potential
onfound.

p
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h
e
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The results of the present research point to several avenues
or future research in this area of investigation. For example,
hen the unit price for a hedonic product is high (for instance
Jaguar convertible or a home theater system), consumers

riven by financial considerations may opt for postpayment
r they might choose prepayment to assuage the guilt associ-
ted with the high price and hedonic nature of consumption
see Kivetz and Simonson 2002 for a similar notion). In such
situation, a conflict might arise between the motivation to
repay and the motivation to postpay. Our research indicates
hat prepayment and postpayment are driven by approach
nd avoidance thoughts, respectively. The question that future
esearch needs to address is: how do consumers strike a bal-
nce between these motivations so as to enhance overall well
eing associated with consumption?

The current research examines preference for timing of
ayment when consumers are offered installment plans or
streams” of payment before or after consumption (vs. lump-
um payments). The use of the installment plan option for
he studies in this research was to replicate the conditions
f Prelec and Loewenstein’s research. However, the reliance
n only the installment option is a limitation of the present
esearch. While there exists no reason to expect that con-
umers’ motivations for prepayment versus postpayment is
ikely to be influenced by whether the payment is made in
nstallments or in a lump-sum, future research needs to empir-
cally investigate the preference for timing of payment under
nstallment versus lump-sum payment schemes for hedonic
ersus utilitarian purchases.

An important managerial concern involves how marketers
an make consumers more flexible in their preference of
hen to pay. The results presented in this paper reveal that
tilitarian consumption encourages a strong preference for
ostpayment. Since it is often in the best interest of mar-
eters to have consumers pay as early as possible (e.g., the
mergence of advance selling, see Xie and Shugan 2001),
he tactics marketers can rely on to encourage consumers to
repay for utilitarian consumption is an area for future inves-
igation. One approach, based on this research, is to add a
trong hedonic dimension to a utilitarian product. We expect
hat by highlighting and promoting a strong hedonic dimen-
ion (e.g., colors of iMac computers) for a utilitarian purchase
ot only enhances or augments the functional utility derived
rom the product but increases consumers’ savoring and antic-
pation of consumption, leading them to be willing to prepay
even at a premium price) for an essentially functional pur-
hase.

Finally, with the advent and availability of new technolo-
ies to marketers, consumers increasingly have the opportu-
ity to purchase goods and services well in advance of their
onsumption. Advance selling, from a marketer’s perspec-
ive, is a phenomenon that has been growing at an accelerating

ace due to increasing feasibility and ease of implementation
cf. Xie and Shugan 2001). From a consumers’ point of view,
owever, there is little or no research in the marketing lit-
rature that addresses the notion of advance buying. Future
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esearch needs to establish advance buying as a phenomenon
f academic interest, and develop a systematic inquiry into the
rocesses that guide consumers’ decision-making in advance
uying contexts.
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