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ABSTRACT

South African students face many challenges when completing their tertiary education, finances

being one of the most significant. This is not only due to a lack of monetary resources but also to

students’ inability to manage their available resources. Students often make financial decisions

not in their own interest due to both internal and external factors. Consequently, many students

do not finish their studies or end up in debt.

The research reported on in this article examined the correlation between three factors which

influence spending and debt according to previous research, namely Materialism, Social

Comparison and Status Consumption. These concepts refer to how much people value material

possessions and how they compare their possessions to those of others and spend on status-

conferring possessions to improve their image.

This study used convenience sampling of 630 Generation Y students registered from four

university campuses. Data collection was conducted using a self-reporting questionnaire. Data

analysis comprised 597 valid questionnaires. The results reveal that Status Consumption can be

predicted using Materialism and Social Comparison tendencies.

The net result of this situation is that students first compare themselves to their peers and

then spend money to feel better about themselves or present an improved image to their peers

instead of investing their limited resources in their education. Very often, this spending is funded

using credit. According to existing literature, this is true for students and the population at large

and is one of the main drivers of the current debt problems South Africa is experiencing.

Keywords: materialism, social comparison, status consumption, financial resources, student

finances, students.
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INTRODUCTION

Student protests, often violent and even deadly, have become an annual occurrence in South
Africa. Most of the protests are centred on the demand for free tertiary education and the
administration of the National Student Financial Aid Scheme (NSFAS) (Isilow 2021; Matebesi
2021).

Although students have many legitimate complaints, there have also been allegations that
students are not using NSFAS funds for educational purposes only and that they are even selling
university-subsidised laptops (Mlamla 2019; Van Rensburg 2020). The problem, therefore,
does not only lie in the limited resources available but also how the resources are allocated and
used. This necessitated investigating what drives students to spend and consume products they

often cannot afford.

PROBLEM STATEMENT

Economic researchers have assumed that consumers make rational decisions to maximise utility
and generate wealth (Finn 1992). This ignores that subjective considerations such as status also
play a role in consumer behaviour (Kim and Jang 2013). These considerations often lead
consumers to make prestige purchases that they cannot afford and are not in their best interest
(Ordabayeva and Chandon 2010; Chipp, Kleyn, and Manzi 2011).

Almost 25 million South Africans were credit-active in 2017, and 70 per cent of middle-
class consumers were in financial distress. This is in part because the number of credit-active
South Africans exceeds the total number of people employed by eight million (Ferreira 2017;
News24 2017). Furthermore, research by Momentum (2021) found that South African
households’ overall Financial Wellness score declined by 3.5 points, from 68.7 points in 2018
to 65.2 points in 2020.

The Covid-19 lockdown and the detrimental effects this has had on the economy have
further exacerbated the situation. The middle class were particularly hard-hit, and many relied
on credit to survive (News24 2021a). The number of people seeking help with debt has also
increased by 31 per cent from 2020 to 2021, and many people are spending half of their income
on servicing debt (News24 2021b). Many consumers became trapped in a situation where they
needed to take on new debt to repay existing loans while paying interest on all their obligations.
This leads many people to become over-indebted and leads to further consumer debt (Stoop,
2009).

Debt levels are equally high or higher among South African students, who often spend

more than the average South African while dependent on parents and NSFAS for income
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(Masilela 2020). This may, in part, be because Generation Y, of which current students form
part, is an expressive and image-conscious generation and reportedly spends more money on
clothing, 40 per cent of their income and on electronics, 20 per cent of their income (Cronje,
Jacobs, and Retief 2016).

Previous research claims that Materialism, Social Comparison and Status Consumption
are related constructs (Cronje et al. 2016; Ordabayeva and Chandon 2010), leading to higher
spending and often higher debt (Sandhu 2015; Donnelly, Ksendzova, and Howell 2013; Chipp
et al. 2011). This study combines variables from earlier studies to show how Materialism and
Social Comparison lead to Status Consumption among South African students, which may lead

to higher student debt.

CONCEPTUAL AND THEORETICAL FRAMEWORK

The conceptual framework of this study is based on previous research that found that not only
are Materialism, Social Comparison, and Status Consumption related, but Materialism and
Social Comparison may lead to increased Status Consumption and increased consumer debt.
Previous research found evidence that all three factors independently lead consumers to spend
more money, even if it causes them to become over-indebted.

Materialism is the first factor relevant to this research, defined as “the importance a
consumer attaches to worldly possessions” (Belk 1984). Materialism is mostly perceived to be
anegative trait because of the supposed connection between happiness and material possessions
(Segal and Podoshen 2013). Furthermore, previous studies have found a negative relationship
between actual well-being and Materialism (Deckop, Jurkiewicz, and Giacalone 2010;
Burroughs and Rindfleisch 2002; Kasser and Ryan 1993). This may be due to individuals who
are more materialistic making judgements based on material possessions, which in turn may
lead to lower life satisfaction (Tsang et al. 2014; Segal and Podoshen 2013). Recent studies
have found a statistically significant link between advertisements and Materialism and also a
strong positive correlation between Materialism and marketing. This may indicate that external
influences can be more important than family influence in individual Materialism (Davila,
Casabayd, and Singh 2017; Sandhu 2015).

Materialism tends to be higher in developing countries. Duh (2014) found that youth in
South Africa were more materialistic than those in developed countries. People who grow up
feeling disadvantaged or from a lower socioeconomic status often escape feelings of inadequacy
by embracing Materialism (Kim et al. 2017). Khare (2014) found that more materialistic
individuals tend to overspend more often, even if they had to borrow money.

As Materialism is such an important variable in predicting debt use, Materialism may be
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contributing to South Africans’ indebtedness (Ponchio and Aranha 2008). This is supported by
Donnelly et al. (2013), who found that more materialistic people tend not to manage their credit
well and make purchases for emotional reasons, such as believing that purchases will transform
or improve their lives.

Furthermore, instead of managing their money to maximise buying power, Materialism
motivates people to spend more, borrow, and save less. Furthermore, credit card overuse occurs
more frequently among people who view borrowing in a more favourable light. Thus, while
materialistic individuals are more concerned about finances, that does not translate into better
financial decisions (Rootman and Antoni, 2015; Hogarth 2002).

The next factor to consider is Social Comparison which is the “tendency to compare one’s
status to that of others in determining whether or not one has enough” (Norvilitis and Mao
2013). Festinger (1954) theorised that people evaluate their opinions and abilities by comparing
themselves to their peers. He called this phenomenon Social Comparison. More recent research
has revealed that people also compare behaviour, values, possessions and appearance
(Tiggemann et al. 2018).

When people compare themselves to their peers, it can be unfavourable (upward) or
favourable (downward) comparisons (Ordabayeva and Chandon 2010). Upward comparisons
occur faster and can produce feelings of envy and inferiority. This may cause consumers to buy
and display the same possessions, which positively associates Upward Social Comparisons with
materialistic aspirations (Kim et al. 2017; Chan and Prendergast 2007).

Social media provides near unlimited and instantaneous opportunities for Social
Comparison, and the number of “likes” a post receives on social media can be used measure
for comparisons. However, social media presents an unrealistic ideal for comparison because
people try to present a positively skewed image limited to what they want others to see. This
often includes images that have been edited and enhanced (Chae 2017).

When people make unfavourable or upward Social Comparisons, the outcome may lead
to dissatisfaction, even among objectively well-off people. This may lead to an aspiration trap
where consumers constantly have to make larger and more frequent purchases to satisfy their
competitive appetite for acquiring new products (Nagpaul and Pang 2017a). Research has found
that while people with low self-esteem may use upward comparisons for self-improvement,
upward comparisons are more likely to reinforce their dissatisfaction (Tiggemann et al. 2018;
Nagpaul and Pang 2017b; Fox and Vendemia 2016).

Narcissistic people are more likely to make downward or favourable comparisons while
generating self-promotional content that often misrepresents their lives to maintain their

inflated egos (Chae 2017; Fox and Vendemia 2016). Social people tend to post more often,
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while less social people post less, thus presenting a skewed view of social life (Deri, Davidai,
and Gilovich 2017). Social media users present their ideal self instead of their actual self, and
therefore social media comparisons are mostly negative and may therefore cause feelings of
envy and inadequacy (Ozimek, Bierhoff, and Hanke 2018). This also happens when people
compare their situations to determine if they are keeping up with their peers. Such Social
Comparisons may trigger competitive status-driven expenditures (Kim and Jang 2017).

Finally, Social Comparison plays a role in normalising debt. Consumers see that their
peers are also in debt, which is considered normal (Pattarin and Cosma 2012). All of this may
explain why consumers who are more inclined towards Social Comparison also tend to have
more debt and lower financial well-being (Norvilitis and Mao 2013)

Status Consumption is “the motivational process by which individuals strive to improve
their social standing through the conspicuous consumption of consumer products that confer
and symbolise status both for the individual and surrounding significant others” (Eastman,
Goldsmith, and Flynn 1999). Veblen (1899) realised that social image may drive consumption
and this led to his research into conspicuous consumption, the: “desire of everyone to excel
everyone else in the accumulation of goods [where] the end sought by accumulation is to rank
high in comparison with the rest of the community in points of pecuniary strength”.

Other authors have expanded on the original research and created their definitions. Status
Consumption, Conspicuous Consumption and “keeping up with the Joneses” have been used
interchangeably to describe the same phenomenon; social standing and image can be improved
by displays of wealth (Cronje et al. 2016; Chipp et al. 2011).

Status Consumption can be defined as the “process of gaining status or social prestige
from the acquisition and consumption of goods that the individual and significant others
perceive to be high in status” and conspicuous consumption “involves expenditures made for
purposes of inflating the ego coupled with the ostentatious display of wealth” according to
Grotts and Widner-Johnson (2013). Cronje et al. (2016) define Status Consumption as the desire
to increase social status through consumption, or consumers communicate social and economic
standing to others using prestige goods as status symbols.

While the type and nature of products consumed may differ among different cultural
groups, men engage in Status Consumption more often than women (Moav and Neeman 2012;
Chipp et al. 2011). Income and possessions determine how others see a person and how they
see themselves. Poorer households often spend money on status conferring products even
though the higher spending may have dire financial consequences. This effect becomes more
pronounced in societies where inequality is higher.

Ordabayeva and Chandon (2010, 27) explain that “consumers at the bottom of the

189



Pelser, Van Schalkwyk, Van Schalkwyk The correlation between materialism, social comparison and status consumption

distribution spend a larger proportion of their budget on status-conferring consumption to
reduce the dissatisfaction they feel with their current level of possessions due to the widening
gap between what they have and what others have”. This is also common among individuals
with low self-esteem seeking social approval by following the latest trends in fashion and
lifestyle (Nga, Yong, and Sellappan 2011).

Furthermore, the media play an important part in marketing a product as a status-
conferring product (Goldsmith, Flynn, and Kim 2010). Status and prestige influence consumer
behaviour because increasing social status is an important motivator for many consumers (Kim
and Jang 2013). Leguizamon (2016) found that middle-class consumers often indulge in status
consumption of products aimed at the wealthy to signal high status. Status-driven purchases by
both low- and high-income consumers may be motivated by the fear of failure and loss of self-
respect. This motivates consumers to maintain a lifestyle to impress their peers, even if they
have to incur debt to maintain this lifestyle (Chipp et al. 2011).

Researchers have found a significant negative relationship between cognitive age and
Status Consumption (Eastman and Iyer 2012). Younger consumers are much more likely to
indulge in status consumption. Furthermore, Generation Y has been socialised in an
increasingly materialistic society and associates self-esteem and public self-consciousness with
displays of wealth. This motivates Generation Y to consume for status and engage in frivolous
spending. This also happens among students who are not financially self-sufficient and rely on
parents, NSFAS and bursaries (Butcher, Phau, and Shimul 2017; Kim and Jang 2013).

The high propensity towards status consumption among economically deprived
consumers in emerging economies and young people may partly explain why South African
students make purchases motivated by status (Cronje et al. 2016).

Therefore, consumers more inclined towards Materialism, Social Comparison, and Status
Consumption are more inclined to buy status conferring goods and may often do so using credit
(Kim and Jang 2017; Nagpaul and Pang 2017a; Khare 2014; Ordabayeva and Chandon 2010;
Chipp et al. 2011).

METHODOLOGY
The research aimed to examine the correlation between three factors influencing spending and
debt according to previous research: Materialism, Social Comparison and Status Consumption.
These concepts refer to how much people value material possessions, compare their possessions
to those of others, and spend on status-conferring possessions to improve their image.

The methodology used in this study was quantitative and revolved around using students

as the primary sample source. This target involved Generation Y individuals aged between 18
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and 24 at the time who were registered at a Higher Education Institution in South Africa.

The study used non-probability convenience sampling, as requesting a complete sample
frame from HEIs was impossible. The study’s sample size was 597 after the cleaning process,
which involved taking out incomplete questionnaires or showing too many outliers and skewed

the data. Outliers were removed as the data was generalised to the population in question.

RESULTS
The results from the 597 viable questionnaires are shown below, commencing with an overview
of the demographic details of those who responded to the study. Table 1 shows the age, gender,

and province of those who responded to the study.

Table 1: Demographics

18-20 238

Age 21-22 264
23-24 95

Female 340

Gender Male 253
Did not say/other 4

Gauteng 252

Eastern Cape 22

Limpopo 62

KwaZulu-Natal 18

) Mpumalanga 30
Province Western-Cape 1
Northern-Cape 9

North-West 172

Free State 30
International 1

Table 1 shows that the age spread favoured ages 18-22, with the highest percentage of
respondents. The reasoning behind this might be that there tend to be more first and second-
years than third-years and postgraduates. The majority of respondents were female 340 versus
253 male respondents, which corresponds to the disparity between female and male enrolment
in HEIs (DHET 2020). Lastly, most respondents were from Gauteng, followed by North-West
Province, which could be explained by the fact that the HEIs used were based in Gauteng and
North-West Province.

Considering the demographic makeup of the study, the following could be assumed: This

study will hold the most veracity for females or males aged 18—22 who live in Gauteng or North
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West Province. The next section focuses briefly on the factor analysis conducted for the study.

Little detail was added to avoid elongating the study with unnecessary data.

Exploratory factor analysis

The exploratory factor analysis was run on SPSS using promax rotation. The study used three
factors, and a limit was put on the factors extracted. Lastly, values under 0.4 were suppressed
to ensure that only higher-quality data was used. Table 2 shows that the three factors used in
the study fit together per the study’s assumption. Moreover, factor values and commonalities

were high enough for the factors to be deemed acceptable.

Table 2: Factor analysis

1 2 3 Communality
C3M 0.614 0.465
Cc4aMm 0.602 0.458
C5M 0.805 0.637
Cc6M 0.851 0.634
C7S 0.931 0.713
C8S 0.857 0.759
C9s 0.904 0.758
C10S 0.841 0.709
C24S0C 0.813 0.641
C25S0C 0.673 0.610
C26S0OC 0.827 0.705
C27S0C 0.661 0.591
C28S0C 0.620 0.425
C29Ss0C 0.727 0.407
C30S0C 0.668 0.444
Total variance explained 59% |

Table 3 shows the results from the KMO and Bartlett’s tests. The KMO showed a value of
0.893, which is sufficient, according to Larose (2006). The Chi-Square value and degrees of
freedom were 3788.596 and 105, respectively. The factor analysis showed significance at a
0.000 level.

This study used three factors: Materialism, Status Consumption, and Social Comparison.
The items fit perfectly into their respective variables after cleaning the rotation. The cleaning
process involved taking out the low-item score and low-communality score items. The items
that were taken out were: C2M, C3M and C23SOC. Thus, it can be assumed that each variable

is valid and that the items inside them fit as per expectation.
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Table 3: KMO and Bartlett’s test

KMO 0.893
Chi-Square 3788.596
Bartlett's Test of Sphericity Degrees of freedom (df) 105
Significance (Sig) 0.000

Multicollinearity

A multicollinearity test (see Table 4) was conducted to determine the Condition Index (CI) and
VIF. The CI for the dependent Status Consumption showed a CI, VIF, and Tolerance level
within acceptable levels. CI <30; VIF ~ 10 or less (Hair et al. 2014; Gaskin 2011); Tolerance
higher than 0.1 (Orme and Combs-Orme 2009; Su, 2016). Thus, it can be concluded that the
multicollinearity test is acceptable. The next section briefly discusses the descriptive statistics

used to analyse the data.

Table 4: Multicollinearity

Condition Index VIF Tolerance
Materialism 6.376 1.281 0.781
Social Comparison 11.063 1.281 0.781

Descriptive statistics

The descriptive section of the article analysed the mean, standard deviation, and skewness of
the data. A total of 597 questionnaires were used to assess the mean, standard deviation, and
skewness. The mean for Materialism shows in Table 5 that respondents were, overall,

materialistic in nature (mean = 4.290).

Table 5: Mean, Standard deviation, and Skewness

N Mean Standard deviation Skewness
Materialism 597 4.290 0.98065 -0.487
Status Consumption 597 2.766 1.30168 0.413
Social Comparison 597 2.818 1.07656 0.493

However, for both Status Consumption and Social Comparison, low values were observed.
Thus, respondents did not see themselves as buying for status, nor did they see themselves as
comparing themselves to others.

Each skewness was within the threshold of -1 to 1 (ISU 2010; Chan 2003). Standard
deviation showed that despite there being a low mean statistic for both Status Consumption and
Social Comparison, there was a tendency for some respondents to deviate from this, showing

that there is a range of opinions on this. Status Consumption, for example, at 2.766 with a
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standard deviation of 1.302 shows that several respondents had higher inclinations towards

Status Consumption and the same for Social Comparison.

Correlation analysis

Pearson’s Correlation Analysis in Table 6 shows nomological validity as each variable
correlated favourably in the expected direction, showing two-tailed significance. Thus, it can
be assumed that with a change, positive or negative, for any of the variables, a corresponding
change would occur in its companion variable. This is highlighted by a 0.501 connection

between Social Consumption and Social Comparison.

Table 6: Correlation analysis

Materialism Status Consumption Status Comparison
Materialism 1
Status Consumption 0.435" 1
Social Comparison 0.468" 0.501" 1

*Correlation is significant at the 0.01 level (2-tailed)

Structural equation model

The structural equation model that was conceived for this study is shown next in Figure 1.

C5M

C4aM

C3M

39!

C30S0C

C29S0C

C28S0C

C27S0C

C26S0C
C25S0C

Sed6408

C24S0C

C10S
C9S
C8S
C7S

g0t

Figure 1: Proposed structural model (Mat — Materialism; SComp — Social Comparison; SCon — Social
Consumption
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After the removal of CM6, model fit was achieved. The model showed sufficient fit (see Table
7), which shows that the model has sufficient significance and can be used for statistical
generalisations.

Moreover, the model showed a sufficient correlation between the independent variables,
Materialism and Social Comparison and the dependent variable Social Consumption.
Furthermore, the model showed significance for both Social Consumption to Materialism and

Social Consumption to Social Comparison.

Table 7: Model fit statistics

SRMR GFI NFI RFI IFI TLI CFI
0.0442 0.949 0.938 0.924 0.958 0.948 0.958
Regression weights
Variables Estimate SE CR P
SCon <--- Mat 0.264 0.054 4.927 0.000
SCon <--- SComp 0.245 0.038 6.414 0.000
Standardised regression weights
Variables Estimate
SCon <--- Mat 0.328
SCon <--- SComp 0.381

RESEARCH IMPLICATIONS

Self-administered questionnaires only look at quantitative data based on, in this case, what the
respondents felt about themselves. Thus, the veracity of their view on Status Consumption and
Social Comparison might be higher or lower in practice.

However, it is telling that the mean statistic for Materialism was high as it speaks to a
global phenomenon where consumers want to consume more. This might indicate good
marketing practice, increased internet and social media reach, or a testament to increasing
prosperity. Regardless, Materialism bodes well for any organisation. Thus, with Materialism at
such high levels, it is the onus of the manager and the organisation to implement marketing
campaigns that successfully use this.

The study also showed a positive correlation between Materialism, Status Consumption,
and Social Comparison, each increasing positively in correspondence. Thus, where highly
sought-after products are advertised, appealing to materialistic tendencies, organisations could
do well in positioning their products as status symbols or showcasing their products on social
media, worn or used by others. This can trigger Social Comparison, which will be higher amid

high levels of Materialism.
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Moreover, with the advent of the “influencer”, Materialism and Social Comparison have
entered a new realm of possibility where celebrities and social influencers can be used for
marketing purposes. This is a fine line of budget spending as not all products have high sought-
after rates or materialistic appeal. However, this study shows the crucial inter-relationship
between the three variables and that Status Consumption relies on Materialism and Social

Comparison.

Limitations

This study used self-administered questionnaires, which relied entirely on the respondents’
opinions regarding their own state of mind. Thus, there could have been personal bias in
answering questions. A qualitative analysis of the information through interviews could have
shed extra light on the true motivations and opinions of the respondents. The study did not focus
on specific brands or categories of products, which means that higher levels of Materialism,
Social Comparison, and Status Consumption might have been seen in product-specific or brand-

specific categories.

CONCLUSIONS

The study aimed to highlight the importance of the relationship between Status Consumption,
Materialism, and Social Comparison. The findings showed that respondents did not find
themselves motivated by Status Consumption and Social Comparison but showed strong
Materialistic tendencies.

Moreover, the standard deviation showed a variation of opinions regarding this and that
many see themselves as consuming for status compared to their peers, family or friends. This
is further shown as important in Pearson’s Correlation Analysis, which showed a positive two-
tailed relationship between each of the variables. This relationship showed the highest in Social
Comparison and Status Consumption, which could lead one to surmise that when one is more
status-oriented, one tends to compare oneself more to others.

Moreover, a higher level of Materialism compared to Status Consumption and Social
Comparison shows that Materialism might be seen as a variable that can sometimes stand on
its own merit. That is to say, despite a global tendency towards Materialism, it is not necessarily
the case that consumers buy to compete with others in their social groups. However, this is only
assumed due to the high mean values of Materialism compared to the other variables.

Finally, the study showed a significant relationship between Materialism, Status
Consumption, and Social Comparison. Both Materialism and Social Comparison do influence

whether an individual consumes for status. Besides the apparent marketing implications, this
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research also suggests that there rests an onus on educational institutions better to equip students
with the necessary life and financial skills to make prudent financial decisions. Research has
found that financial literacy can improve financial inclusion and financial behaviour (Rootman
and Antoni 2015, 474; Hogarth 2002, 14), while people who lack financial skills often make
harmful financial decisions which may result in higher financial debt (Boon, Yee, and Ting
2011, 151; Sabri, Cook, and Gudmunson 2012, 156). Transformative pedagogy encourages
students to examine their assumptions and beliefs about material possessions and social status.
Thus, equipping students with the necessary financial skills may help counter the pressure
students feel from the media and from peers to spend money on status conferring products and

services.
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