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While prior studies indicate that electronic (versus cash) money are likely to increase consumer spending, we propose and demonstrate

that paradoxically, they can also increase consumer savings in interest-earning plans. This interesting outcome is driven by the "cash

attraction" effect, and is moderated by the vividness of the monetary instrument.
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EXTENDED ABSTRACT 
Consumer researchers are mobilizing to provide solutions for fi-

nancial insecurity, as evidenced by recent publications (e.g., the JCR 
curations on Financial Insecurity and Deprivation -Fischer 2012). 
The consumer welfare literature (Amar et al. 2011; Peñaloza and 
Barnhart 2011) emphasizes that a key step for our modern society 
is handling the debt problem and helping consumers to save money. 
The financial crises have exposed the far-reaching negative conse-
quences of empty savings accounts for individual consumers and for 
the sustainability of our inter-connected systems. Changing attitudes 
toward savings, and helping consumers balance their budgets is no 
easy feat. Analysts suggest that the earlier in the consumer’s life the 
problem can be addressed, the better the odds to form healthy habits 
for years to come. Therefore, we direct our research to factors that 
can help consumers - individuals of all ages and young consumers 
in particular - to increase their savings. The investigation relies on 
data collected in households from Kenya and South Africa, as well 
as responses from young Canadian students who are living on a tight 
budget. Toward enhancing the savings outlook for consumers, our 
studies are focused on the previously unexplored potential of the ac-
tual form of savings - cash versus electronic money.

When people put money aside, they typically give the amount 
to a financial institution or person now and obtain more money with 
interest in the future . The money set aside entails a sacrifice, as part-
ing with money in hand for savings purposes means not having it 
available for current consumption . We propose that an important 
factor influencing the decision to save is the money format, and ex-
pect that individuals will have a harder time relinquishing cash ver-
sus electronic money in order to save. This perspective is anchored 
in the psychological view that cash has a very special relationship 
with human behavior, and its power might be under-appreciated in 
financial policy guidelines. 

Having cash is a nearly universally desired state, as the crispy 
bills and shiny coins have an instant grab. From early childhood in-
dividuals are conditioned to aspire to (and enjoy) holding precious 
cash. The ownership of money is viscerally experienced with cash –
perceived as real, palpable money- rather than an electronic financial 
instrument merely displaying a sequence of numbers. We dub the 
intrinsic fascination with cash “the cash attraction” effect, and point 
to conceptual evidence to support it. Coleman (1992) and Youn et al. 
(1999) indicate a thick layer of meaning associated with money that 
is transcending its economical exchange value. Doyle (1992) states 
that at a psychological level, cash is often seen as a talisman. Having 
money at hand induces a sense of security generated by the talisman, 
and the physical pleasure of touching, seeing and feeling a treasured 
possession. While electronic money may preserve the sense of secu-
rity, it has a less vibrant visceral, emotional connection to their own-
ers (Khan et al. 2015; Hansen et al. 2013). Therefore, we propose 
that consumers would be less willing to give up cash (as compared to 
electronic money) for savings purposes.

Interestingly, our research is the flip side of studies showing that 
consumers tend to spend more with electronic money versus cash 
(Feinberg 1986; Soman 2001; Thomas et al. 2011). The spending re-
search would suggest that consumers are inclined to save more when 
using cash versus electronic options. However, we are demonstrating 
the reverse outcome for interest-earning savings. Furthermore, we 

show that the vividness of the monetary instrument moderates the 
hypothesized effects. 

Study 1 entailed an actual decision to keep the money now or 
save with interest (i.e. get more money in a week’s time), following 
a between-subjects experiment involving 294 students from a Cana-
dian university. Participants in the high-vividness conditions were 
able to see, touch and experience the ownership of $10 in the form 
of either cash or prepaid Visa gift card. In the low-vividness condi-
tions, participants merely read about the $10 they owned, without 
physically experiencing the money at hand. As predicted, the results 
revealed a significant main effect of money format, such that the like-
lihood to save was higher in the electronic versus cash situation. This 
overall effect was primarily driven by the high-vividness conditions: 
the means contrasts indicated that whereas the difference between 
electronic and cash savings was significant when participants were 
able to hold the actual card/cash in their hands, the effect was miti-
gated under low-vividness conditions when they only read about the 
savings form.

Study two was conducted through individual field visits in Ke-
nyan and South African households living close to or below the pov-
erty line. Fieldwork considerations allowed testing the money format 
factor, but prevented the administering of vividness conditions with-
in-country, such that the Kenyan sample received the high-vividness 
treatments and the South African sample received the low-vividness 
treatments. In Study 2a Kenyan participants were randomly assigned 
to either the cash or electronic (M-Pesa) condition. The study not 
only mirrored the cash attraction effect from Study 1, but demon-
strated that it is not necessary for consumers to actually hold/touch 
the money: the sight of the cash/electronic instrument is sufficiently 
vivid to trigger behavioral reactions relevant to savings. Specifically, 
when participants were shown the money, a significantly lower num-
ber of respondents decided to save it for future gains in the cash 
versus electronic group. 

In Study 2b South-African participants were randomly assigned 
to either the cash or electronic (voucher) condition. In line with the 
“low-vividness” situation, the savings decision was presented with-
out physically exposing participants to the monetary instrument. The 
cash (vs. electronic) group revealed a slightly lower tendency to re-
linquish the money for savings purposes, but the difference between 
groups was not statistically significant. This replicates the results 
from Study1 in the low vividness conditions, and suggests that the 
salience of the instrument must be concrete (either visual or palpa-
ble) for the cash attraction effect to occur.
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