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Introduction
Imagine that you are looking for a new apartment. There is a large database offering two types of subscriptions. You can
pay $40 to receive details of ten apartments, or pay $50 for the details of twenty apartments. If you paid for the second
subscription, how would you feel about closing a deal after seeing ten apartments or fewer?
Zultan, Bar-Hillel, and Guy (2010) showed that people may be happier with a more wasteful outcome (such as searching
longer for an apartment) in order to avoid feeling wasteful (having unnecessarily paid for the more expensive subscription)
across four different domains. This conclusion was based on projected feelings in hypothetical scenarios, which can also
reflect projected regret.
The current paper goes beyond Zultan et al. (2010) in that we place participants in situations where they experience real
waste. We look at decisions as well as feelings. We control agency, allowing us to disentangle the desire to avoid waste
(discovering that you have spentmore than needed) from the desire to avoid regret (discovering that your choice resulted
in spending more than needed).

Study 1 – real experience, no regret
Participants roll a (virtual) die repeatedly. If they roll a six, they win a prize of 100 points and the game ends. Before each
roll, they perform several addition tasks so that rolling a six on a later roll is wasteful.

Two payment schemes:
Cheap plan pay 30 points for three attempts to roll a six.
Expensive plan pay 60 points for nine attempts.

Two conditions:
CONTROL Only the second option (60 for nine rolls) is offered.
AWARE Both options are presented, one is randomly chosen.

If you pay 60 and roll a six on the first three attempts, the extra 30 was wasted
only if the cheaper counterfactual was present.

Dependent variables:
DV1 Satisfaction with the outcome.
DV2 Satisfaction had you won on the third/fourth roll.

Hypotheses:
H1 The effect of winning roll (≤ 3 vs. ≥ 4) interacts with the condition.
H2 The difference in counterfactual satisfaction decreases in the AWARE condition.
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Conclusions
★ Feelings of waste reduced satisfaction with a less wasteful outcome.
★ The design rules out the alternative explanation of wishing to justify the initial choice of payment scheme.
★ The results for projected feelings are merely suggestive.

Study 2 – the role of regret
The results of Study 1 rule out regret aversion as an alternative explanation. In natural situations outside the laboratory,
consumers are able to choose the payment scheme. Does regret play a role in such circumstances? We introduce a new
condition, where participants choose the payment scheme. This, however, raises a selection problem, as participants who
choose the expensive plan may differ from those who don’t.
Two conditions:
CHOICE Participants choose a payment scheme.
PREFERENCE Participants state their preference, one payment scheme is randomly chosen.

For full comparability, we first ask participants for their preference. Next we inform them that they will be either paid
according to their preference (CHOICE) or according to a random draw regardless of their preference (PREFERENCE). We
look only at participants who both preferred and received the expensive plan, and rolled a six within the nine attempts.

Rolling a six on the first three attempts is equally wasteful in both conditions.
A need to justify the choice in order to avoid regret exists only in CHOICE.

Results
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Conclusions
★ Pure waste aversion rather than decision regret drives the effect.
★ After stating a preference, participants expect to be happier with a dominated outcome.
★ The last comparison to the CONTROL condition is significant even when correcting for potential selection bias.

Study 3 – choosing to be wasteful
The first two studies, as well as Zultan et al. (2010), show that waste aversion leads people to be more satisfied with a more
wasteful outcome. In the third study, we test in a hypothetical scenario whether waste aversion leads people to expend more
resources.
The scenario:

You live in Tel Aviv and are about to begin your studies at Ben-Gurion University this coming
October. You plan to rent an apartment in Beer Sheva [where BGU is located] for next year. In
order to find an apartment, you will have to travel by train several times to Beer Sheva until you
find the right apartment. You have two options:

a)Buy a return ticket on each day of travel. The price of the ticket is 44 NIS.
b)Buy a monthly ticket at a price of 690 NIS (Just under 16 return tickets).

After deliberation you chose the monthly ticket. On your 15th attempt, you find a furnished apart-
ment, with the number of flatmates you wanted, air conditioned and close to the university. The
rent is 100 NIS more than you expected to pay, and the bedroom is smaller than you were looking
for. The owner is there and is willing to sign a contract on the spot. If you give up the apartment,
someone else will surely take it within a day at the most. You do not have time to see more apart-
ments on that day, so if you don’t sign on this apartment you will have to continue your search
another day.
Would you sign the contract for this apartment or continue searching?

Two conditions:
Wasteful As above.
Not wasteful The price of a return ticket is 54 NIS.

In the Wasteful condition, stopping the search after 15 trips makes the monthly ticket wasteful. In the Not wasteful condition,
the monthly ticket is equivalent to just under 13 daily trips, and is therefore not wasteful. Note that the only change is to
the forgone alternative, so that both the price of the purchased ticket and the number of trips is the same in both scenarios.

Results
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Conclusions
★ Counterfactuals can affect decisions by creating a feeling of waste.
★ However, continuing the search in Study 3 is not dominated as in the other studies.

Study 4 – really choosing to be wasteful
Study 3 found willingness to extend a search in order to avoid feelings of waste even if these feelings arise as a result of
manipulating the counterfactual without affecting actual outcomes. In Study 4, we implement a similar situation to test
whether this result can be extended to real incentivized decisions.
Participants are endowed with 20 lab credits. At each step, the participant can open a box to find a prize amount (up to 20
lab credits) inside. After observing the amount, the participant chooses whether to keep it and stop searching, or forgo the
current amount and open another box (up to three boxes).
Two options:
Fixed cost Pay a fixed cost of 9 lab credits to open up to three boxes.
Pay per use Pay 5 lab credits per opened box.

Two conditions:
CONTROL Only one option is offered.
AWARE Both options are presented, one is randomly chosen.

We look at the propensity to continue after the first box. To reduce variance, the amount found in the first box is between 8
and 10 for the pay per use plan, and between 10 and 12 for the fixed cost plan.

When AWARE, taking the first box is wasteful under the fixed cost plan,
but continuing is wasteful under the pay per use plan.

Results
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Pay per use
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Conclusions
★ Under a fixed cost payment scheme, people search beyond what they would choose to do based purely on their prefer-

ences and expectations.
★ In the pay per use plan, people stop early, however the effect is weak and far from significance.

General conclusions
Fixed-cost payment schemes are widely prevalent. Previous studies have observed that such schemes may lead to people
consuming more in order to fully exploit the service (e.g., due to a sunk cost effect). Zultan et al. (2010) identified a
separate and distinct effect of waste aversion. Unlike phenomena such as sunk cost, waste aversion crucially depends on
the counterfactual alternatives.
In four studies, we manipulated counterfactual alternatives to show that waste aversion…
★ affects satisfaction following real experiences (Studies 1, 2, and 4).
★ is a distinct phenomenon from decision regret aversion (Studies 1 and 4).
★ affects not only feelings, but also decisions (Studies 3 and 4).
⇒ Under the assumption that the decisions made sans counterfactuals reflect true preferences, waste aversion leads to
suboptimal choices.
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