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ABSTRACT

This study investigates the purchase and consumption of a house. An
interpretive methodology was used, which resulted in multiple indepth
interviews with fourteen informants and ten wmonths of participant
observation with Appalachian Mountain Housing building two houses for
needy consumers.

Chapters two to four describe the major emergent themes from the
study. Specifically, chapter two locks at the house as a constraint on
consumption. The purchase of a house channels a large portion of the
consumers’ resources into payment of the mortgage and purchase of
complementary items, and constrains future consumption. Chapter three
examines the transformation of a house into a home, and describes four
ways by which the informants for this study made this transformation.
Chapter four provides an interpretation of the emergent themes discussed
in chapters two and three, and suggests the home is a continuously
evolving entity. The home changes both physically and symbolically to
reflect changes in the lives of the informants.

Chapters five and six connect the findings of this study to the
existing literature on consumer acquisitiveness. Specifically, chapter
five discusses materialism in the context of the purchase of a house, and
concludes that the experiences of the informants for this study are
substantially different from the existing theories of materialism. This
may be due to nonmaterialistic informants, but it may also reflect
inadequate theories of materialism. The ideological assumptions of
current theories of materialism are examined, and the study concludes an
ideological bias exists. Some of the results are then reinterpreted using
political ideology as a guide. The chapter concludes with a discussion of
the impact of children on materialistic consumption.

Chapter six expands on McCracken’s (1988a) theory of Diderot unities
and the Diderot effect to better understand the findings of this study.
McCracken’s theory i1s expanded by integrating 1) sources of the
correspondence between possessions and certain cultural categories; 2)
meaning extraction and creation; 3) the extended self; and 4) materialism.
The results of previous chapters of this study are then reinterpreted in
light of the integrated model.

The study concludes with a summary of the findings, and a discussion
of the contribution of the study, as well as limitations and future

directions for subsequent research.
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SECTION ONE

This section consists of the first chapter, and provides an overview
of the entire study. Chapter one briefly discusses the relevant
literature on home ownership, provides a methodological overview, and

briefly profiles the findings of each chapter.



CHAPTER 1: INTRODUCTION

The purchase of a house is probably the largest single expenditure
most consumers will make during their lifetimes (Hausknecht and Webb
1991). As such, it is a major contributor to consumers’ quality of life
(Davis and Fine-Davis 1981). The purchase of a house also requires that
a significant portion of income be directed to mortgage payments,
insurance, taxes, and general maintenance (Zelenak 1993), which reduces
the discretionary income of the new owner and impacts future consumption
(Byrd 1993).

Further, the house is something with which the consumer interacts
daily and, thus, it provides a context for other consumption activities
(Belk 1988). The house is consumed over an extended period of time,
lasting from a few months to several decades (Claiborne and Ozanne 1990).
As such, it can be transformed into a home and become a very meaningful
possession to its owners (Belk, Wallendorf, and Sherry 1989;
Csikszentmihalyi and Rochberg-Halton 1981).

The purchase and consumption of a house can also provide a context
in which to examine materialism (Wright 1992). Belk (1984, p. 291)
defines materialism as:

...the importance a consumer attaches to worldly possessions. At

the highest level of materialism, such possessions assume a central

place in a person’s life, and are believed to provide the greatest

sources of satisfaction and dissatisfaction (see also Belk 1985).
Here, materialism specifically refers to the need to have possessions for
their own sake and the belief that possessions are essential to happiness,
well-being, and satisfaction in life. While Belk (1984, 1985) and Richins
and Dawson (1992) allow for the possibility that large numbers of
possessions may be accumulated by people who are not materialistic, others
define materialism simply in terms of the number of possessions one
acquires {e.g., Collins and Jacobson 1990; Pollay 1986). Defined in this
way, materialism is often attacked by social critics because of its
potentially dysfunctional consequences to both the environment and to
social relationships (Bond 1992; Dorscht et al. 1992; Kilbourne 1992;
Rudmin and Richins 1992).

The study of materialism is relevant to marketing because marketing
activities such as advertising have been accused of creating rampant
materialism (Pollay 1986). Further, most studies imply directly or
indirectly that materialism is "bad" and socially undesirable (Belk 1983;
Wright 1992). If materialism is viewed as "bad," then the role marketing



plays in issues of 1life dissatisfaction, resource depletion, wealth
distribution, and harmful side-effects on the environment from business
and marketing activities becomes important (Belk 1984, 1985; Pollay 1986;
Richins and Dawson 1992; Rudmin and Richins 1982).

While the study of materialism is an important topic with growing
interest, there is no consensus on the definition of materialism. For
example, is materialism inferred from personality traits (Belk 1985)? Is
it a consumer value (Richins and Dawson 1990, 1991)? Or is it simply the
accumulation of possessions (Collins and Jacobson 1991; Pollay 1986)7?
Further, only negative outcomes such as 1life dissatisfaction and
environmental damage have been examined (Belk 1984, 1985; Cole et al.
1992; Richins and Dawson 1992; Wright and Larsen 1993). Are there
potentially positive outcomes of materialistic consumption? Could not
materialistic consumption spurred on by marketing result in increased
economic activity, more jobs, and higher standards of living (Belk 1983),
which in turn lead to life satisfaction?

The purpose of this research is to conduct an interpretive study to
better understand the domain of materialism and to propose a broader, more
encompassing definition of the phenomenon without making the a priori
assumption that materialism is "bad" and socially undesirable.

The purchase and consumption of a house can provide a context for
studying materialism. The purchase of a house can trigger the acquisition
of a large number of possessions in a relatively short period of time as
consumers fill up and take care of their homes. This study sought to
better understand materialism by interviewing and observing consumers who
purchased homes and were intengely involved in the acquisition and
consumption of complementary possessions for their homes.

This study adds to the existing consumer research on materialism by
using the purchase and consumption of a house as a context for study.
Further, it also investigates the meaning of the house and home to
consumers, and 1its relevance to various marketing and consumer
constituencies. Despite the importance of this purchase and the
centrality of the house in many consumers’ lives after purchase, very
little consumer research has been focused on the purchase of a house and
the meaning of the home. This is unfortunate, as such a purchase has an
impact on consumer decision-making, need recognition, product
complementarity, consumer lifestyles, and many other concepts important to
the study of consumer behavior and marketing.

This chapter is divided into eight sections. The first section will



review the literature examining the house or home. The second section
will provide a brief overview of the methodology used in this study. The
third through the seventh sections will preview the findings of this
study. The final section is the conclusion of this chapter.

The House in Consumer Research

Comparatively little consumer research has been conducted about the
purchase of the house. This is surprising, given that the house is the
largest purchase most consumers will ever make (Zelenak 1993). Most
studies to date focus primarily on consumer decision making (Munsinger,
Weber, and Hansen 1975; Park 1982; Silver 1988; Wilk 1986) or consumer
satisfaction with the house or house purchase process (Hausknecht and Webb
1991; Kaynak and Stevenson 1982; Onibokun 1974; Rent and Rent 1978).

One of the findings of one study (Czikszentmihalyi and Rochberg-
Halton 1981) suggested that the home could also provide an adequate
context for the study of materialism. The house is the shelter for
possessions, and many acquisitions are made in response to home ownership.

Recently, a growing number of consumer researchers have examined the
symbolic meaning of the "home." Hill and Stamey (1990) examined the
"homes" of the chronically homeless, and concluded that they had housing
values substantially different from those of the American middle class.
As such, the homeless informants required smaller spaces and did without
running water, electricity, and plumbing. In a related study, Hill (1991)
examined the meaning of home among women living in a homeless shelter. He
concluded that the meaning of and type of home they fantasized about
depended on their past housing experiences and future expectations of
housing. Belk et al. (1989) examined the housing choices of residents of
a summer trailer park and suggested that the investment of personal energy
into house and vyard decorations transformed their profane housing
arrangements into sacred homes. Claiborne and Ozanne (1990), in their
study of the construction of custom homes, viewed the home as a metaphor
for living since their informants structured their homes as they wished to
structure their lives. The past literature has found that the home is a
symbolically rich area of consumer research.

A related stream of research focuses on the meanings informants
attach to possessions that they shelter in their homes. McCracken (1989)
examined the constellation of possessions in the typical middle-class
Canadian home, and concluded that "homeyness" was a property created in
these homes by specific types of possessions. Mehta and Belk (1991)

concluded that the possessions in the homes of Indian immigrants to the



United States were indicative of the self-concepts of the inhabitants.
Belk (1992b) examined the consequences of uprooting families from their
homes and moving possessions across the country. He discovered five
levels of symbolic meanings these families attached to their possessions:
sacred, material, personal, familial, and communal. These meanings
contributed to the informants’ extended selves. Not only has the home
been found to be an important symbolic possession, but it is also the
repository for consumer possessions. As such, it also takes on meaning
associated with this function.

The current study fits into the these last three research streams.
Specifically, this study investigated materialism in the consumption of
newly purchased homes. It also investigated the meanings informants
attached to the possessions in their homes. The next section provides an
overview of the methodology used in this study.

Methodological Overview

The appendix contains the full details of the methodology used in
this study. Since the goal of this dissertation was a deep understanding
of materialism and the meaning associated with the home and the
possessions in the home, an interpretive approach and the various
associated methodologies were employed (Holbrook 1987; Hudson and Ozanne
1988; Pollay 1986). Specifically, I used indepth interviews (Briggs 1986;
McCracken 1988b; Spradley 1979%), participant observation (Belk 1991c;
Hammersley and Atkinson 1983; Hirschman 1986) and autodriving of
photographs (Belk, Wallendorf, and Sherry 1988; Heisley and Levy 1991).

The purchase of a new house often results in the acquisition of a
large number of possessions in a relatively short period of time (Wright
1992). Hence, the informants selected for this study had either recently
purchased their first house, or purchased a larger house after living in
a smaller house for a period of time. All initial interviews and most
follow-up interviews were conducted in the informants’ homes.

This study is 1longitudinal 1in nature, since informants were
interviewed and contacted multiple times over a fifteen month period (see
Table 1 for more detailed information). A total of eight house purchasing
situations were experienced by the fourteen informants in this study. 1In
six cases, both the husband and wife participated in the interview
process. One informant, Hannah, was divorced, and the wife of one
informant couple was absent during both the initial and follow-up
interview. Consistent with other interpretive studies published in the

consumer research literature, sampling stopped when redundancy was



Table 1
Characteristics of Informants

Age Marital Employment Children Est. Cost of Number of Total

Status Income House Contacts® Interview time
Arnold 40 M FT Student 1 $30-35K $50K 2 90 minutes
Angie 41 M Teacher
Bill 34 M Purchasing Agent 3 $30-40K $89K 3 2 Hours 50 min.
Betty 33 M Homemakexr
Charles 46 M2 Professor 3 $80-100K $152K 8 6 hours 15 min.
Cindy 33 M Professor
Dennis 23 M FT Student 1 $15-18K $11K 1 S0 minutes
Diane 21 M PT Fast Food
Eric 37 M Hospital Admin. 4 $50-60K $120K 3 3 howrs 30 min.
Ellen 35 M Homemaker
Frank 27 M3 Police OQfficer 0 $40-50K $58K 5 3 Hours 30 min.
Francine 28 M Beautician
Gary 33 M Computer Services 3 $50-65K $108K 4 3 hors 10 min.
Georgia 37 m* Copy Shop Worker
Hannah 28 D FT Student 1 $5-10K 325K 2 90 min.°®

PT Fast Food

PT Nursing Assistant

Government Assistance
M=Married, D=Divorced

'Includes number of interviews, follow-up phone calls, and chance meetings, but does not include the initial contact to
set up the appointment.

‘Both Charles and Cindy have been married previously.

*Frank and Francine were married to each other once before. That marriage was annulled, and they were remarried to each
other six months later.

‘Georgia’s two oldest daughters are from a previous marriage. The youngest daughter is also Gary’s daughter.

*Though the actual interview time was only 90 minutes over two interviews, I spent eight months with Hannah building her
house. During this time, I passed many hours talking with her as we built her house each Saturday morning. These encounters
are recorded in my field notes. In many ways, the deepest encounter with an informant came from my association with Hannah.



apparent (e.g., Bergadaa 1990; McCracken 1988a, 1988b; Mick and Buhl 1992;
Schouten 1991; Thompson, Locander, and Pollio 1990).
Data Collection and Analysis. Data collection consisted of indepth

interviews and participant observation. Indepth interviews proceeded in
two phases. The first phase involved indepth, unstructured interviews in
which the informants took the 1lead in discussing their home and
possessions. During the interviews, I asked to take a tour of the
informants’ homes, during which time I also photographed the informants’
homes and possessions in the home. In the second phase, I employed
follow-up interviews with these same informants to probe emerging themes
and unresolved issues that came up during analysis. I also used the
autodriving photo-elicitation technique in follow-up interviews. Here, I
showed the informants the pictures I had taken of their homes and
possessions during the first interview. I then asked the informants to
talk to me about the pictures of their homes and possessions I had taken
during the initial wvisit.

Participant observation consisted of participating in the
construction of one informant’s (Hannah) home with the Appalachian
Mountain Housing organization. Appalachian Mountain Housing is a
volunteer organization that builds low cost homes using volunteer labor
for consumers living in substandard housing. During the construction, I
took detailed notes of the building process. I also attended
organizational meetings and fund raisers, where I also took notes. In
addition, I also took photographs chronicling the building of the home.

Data for the study consisted of transcripts of recorded interviews,
transcripts of photographic autodriving sessions, researcher field notes
written after each interview and period of observation, and photographs.
The data for the study were interpretively and iteratively analyzed using
the methods of McCracken (1988b) and Spradley (1979).

Environmental Context. The interviews with these eight homeowners

and participant observation with Appalachian Mountain Housing were
conducted between March 23, 1992 and June 19, 1993. This was during a
period of economic sluggishness and falling interest rates. Hence, during
the duration of this study, many homeowners nationwide were refinancing
their mortgages to either lower their monthly housing expense or to
decrease the term of the loan (Zelenak 1993). The experiences of the
informants for this study were consistent with the national trend. The
informants all lived in a rural portion of the American southeast, where

housing expenses and household incomes were lower than in major population



centers.

Informant Data. Table 1 introduces each of the fourteen informants.

The informants ranged in age from 28 to 45, and were predominantly from
the middle class. With the exception of Dennis and Diane, all informant
couples were interviewed at least two times. Dennis and Diane declined to
participate after the initial interview. Arnold and Angie and Hannah were
interviewed twice; Bill and Betty, Gary and Georgia, and Eric and Ellen
were interviewed three times; Frank and Francine were interviewed four
times, with three follow-up phone calls to clarify points; and Charles and
Cindy were interviewed five times, with numerous follow-up calls to
clarify important points. Though Hannah was only interviewed twice, I
spent eight months working with her building her house as a volunteer with
Appalachian Mountain Housing. During this time, I passed many hours
talking with her, and recorded these conversations in my field notes when
I returned home. In many ways, the deepest encounter with an informant
came from my association with Hannah.

The data generated from this study were rich and varied. A brief
overview of the results of this research are contained in the following
sections.

The House as a Constraint on Consumer Financial Resources

The first major category of findings from this study is discussed in
chapter two and focuses on the house as a constraint on consumer financial
resources. Though perhaps the least deep of all the findings from this
study, chapter two contains some insights on consumer behavior in light of
the purchase of a house (insights from this chapter are reinterpreted in
chapter six). For all of the informants, the decision to purchase a house
required strategies to deal with a reduction in disposable income as a
large portion of resources were redirected to paying for the house, which
is discussed in chapter two.

For many, renting was less expensive than buying and, thus, the
decision to buy meant reductions in discretionary income. This drop in
discretionary income produced three effects. First, though many
informants already abided by budgets, the purchase of a house forced them
to become more budget conscious. Second, informants used strategies to
either enhance short-run cash flows by refinancing their house mortgages
at lower interest rates or by reducing the term of the loan. This either
lowered the monthly interest payment or decreased the term of the loan,
saving money in the long run. Finally, other consumption behaviors were

constrained as the available discretionary income was directed not only



toward the house mortgage, but also toward purchasing other possessions to
complement the house purchase (e.g., furniture, lawn and garden tools).
Hence, for most informants, the house purchase reordered their personal
finances, and had a direct effect on their subsequent consumption.

However, the purchase of a house impacts more than just personal
finances. For most informants, the house purchase was steeped with
symbolic meaning. The next section reviews some of the deeper meanings of
home ownership.

Deep Meaning in Home Ownership: The
Transformation of a House into a Home

Chapter three discusses four ways by which the house, a commodity
bought and sold in the market place, is transformed into a singularized
and meaningful home. They are 1) transition; 2) consumption rituals; 3)
sacralization of the home; and 4) extension of self.

The informants often purchase the house during periods of transition
between social roles. For example, many informants purchased houses as
they had their first children or expanded their family size. As such, the
house became important as a place to rear children, and took on associated
symbolic meanings transforming the house into a home.

Informants also engaged in consumption rituals to transform the
house into a home. For example, those who purchased previously owned
houses engaged in divestment rituals where they removed the symbolic
residue of previous owners by cleaning or replacing the carpeting,
painting the walls, improving the house, etc. They also laid claim to the
house through possession rituals such as singularizing the house to
reflect their tastes. In the process, they bonded with the house, and
again transformed the house into their home.

The ritual transformation of the house into a home is a
sacralization process (Belk et al. 1989). As the house was changed into
a home, it became a sacred possession. Further, the home alsoc functioned
to shelter the meaningful and sacred possessions of the informants.

Finally, through the process of consumption rituals, creation, and
sacralization, the home was incorporated into the extended selves of the
informants.

The data generated in this chapter provide some of the first direct
empirical evidence for theories of consumption rituals (McCracken 1986,
1988) and the extended self (Belk 1988), as well as extend work on the
concepts of the sacred and the profane.

The House and Home as Evolving Entities



Chapter four interprets the results of chapters two and three.
Because of the longitudinal nature of this study, I was able to watch as
the informants built, redecorated, or improved their houses. A
substantial finding was that the home is not a static entity but changes
over time. Further, the home changes both physically and symbolically
over time, as the informants themselves change.

In this chapter, I specify and elaborate on five ways by which the
house evolves: 1) fantasy; 2) transition; 3) creation; 4) possession
acquisition; and 5) variety seeking. I then interpret chapters two and
three in light of the interpretation of the home as an evolving entity.
Materialism and the Home

Chapter five relates the findings of this study to the literature on
consumer acquisitiveness and materialism. Consistent with Belk’s (1984,
1985) definition of materialism, the home is an important possession to
the informants, the informants expect to find happiness and satisfaction
from their home, and the purchase of a home also triggered the acquisition
of a large number of complementary possessions.

Though the informants did attach a high level of importance to their
homes, though they did derive satisfaction from home ownership, and did
indeed purchase a large number of possessions, current conceptualizations
(e.g., Belk 1985; Richins and Dawson 1992) were not useful in describing
the consumption experiences of these informants. This suggests one of
three things. First, the conceptualizations by Belk and Richins and
Dawson may be flawed. This is unlikely given the large body of supporting
evidence (e.g., Cole et. Al 1992; Wright and Larsen 1993). Second, social
response bias may have inhibited responses in a face to face interview.
As the methodological appendix explains, this was a factor in the
interviews, and may partially explain the results. The third suggestion
is that the informants of this study were not materialistic in the Belk
and Richins and Dawson sense. As chapter five argues, this appears to be
the most likely scenario.

Theories of materialism did not provide an adequate description of
the acquisitiveness of the informants. The next chapter describes and
extends a theory more in line with the consumption experiences of the
informants.

An Elaboration of the Diderot Effect: A
Unifying Theory of Acquisitive Consumption

Chapter six proposes a theory of acquisitive consumption that is

based on the notions of the Diderot effect (McCracken 1988a) and the
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constellation of possessions (Solomon 1993, 1988, 1983; Solomon and Assael
1987). 1In this chapter, I explain in detail these two concepts, as well
as point out their limitations. Based on the results of this study, I
then propose extending the theory to more fully explain acquisitive
consumption by integrating into the theory the two-way process of meaning
creation, the sources of correspondence between possessions and certain
cultural categories, the extended self, and materialism. The final
section of this chapter reinterprets the findings from previous chapters.
Conclusion

Traditionally, consumer research focuses on the acquisition and
purchase of a house (Munsinger, Weber, and Hansen 1975; Park 1982; Silver
1988; Wilk 1986; see Hausknecht and Webb 1991 for an exception). But to
fully understand the meaning of the home, the post-purchase consumption of
the home must also be studied (Belk et al. 1989; Claiborne and Ozanne
1991; Csikszentmihalyi and Rochberg-Halton 1981; McCracken 1989). The
consumption of the house may span decades, and it provides a context for
other types of consumption.

Consistent with past studies on the meaning of the home, this study
found that the home is indeed an important and symbolic possession.
Further, this study reveals several ways by which consumers transform
their houses into homes, and the overall place the home plays in the life
of the consumer. One major finding concerns the evolutionary nature of
the home, and how both the home and its inhabitants evolve both physically
and symbolically over time. The study concludes that current theories of
materialism do not adequately describe the acquisitive behavior of the
informants, and concludes with an integrated model explaining the
consumption experiences of the informants for this study.

11



SECTION TWO

This section, comprised of chapters two, three, and four, discusses
the major findings from the study and the associated interpretation.
Specifically, chapter two examines how the purchase of a house has a
constraining effect on future consumption, and discusses the various
strategies informants used to cope with these financial constraints.
Chapter three examines deep meaning in the home and the process by which
consumers transform a house into a home. Chapter four reinterprets the
findings of chapters two and three and proposes that the house is a
continuously evolving and changing entity. Together, these chapters

constitute the major findings from the data.
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CHAPTER 2: THE HOUSE AS A CONSTRAINT ON CONSUMPTION

Buying a home is the largest purchase most consumers will ever make
in their 1lives. Despite the wvast amount of money and a consumption
experience that may span decades, very little research exists about this
important purchase (see Claiborne and Ozanne 1990 and McCracken 1989 for
two exceptions). Engel, Blackwell, and Miniard (1993) identify three
consumer resources that are finite: time, cognitive capacity, and
finances. A depletion of any of these three resources constrains
consumption. The purchase of a house may redirect a large portion of
consumer financial resources to payment of the house mortgage and thus
constrain or influence other areas of consumption, as Engel et al. (1993)
hypothesized.

The cost of home ownership can be quite high. Zelenak (1993)
calculates that the true cost of home ownership is as much as 200 to 250%
of the monthly mortgage payment when taxes, maintenance, insurance,
repairs, and other expenses are included. And this estimate does not
include purchase of complementary products, such as lawn mowers and
furniture, that often accompany the purchase of a home. Because of the
magnitude of the house purchase, most consumers are forced to obtain a
mortgage and purchasing on credit has the net effect of limiting future
consumption as resources are directed to interest and principle payments
(Zelenak 1993). As an example of this last point, Bird (1993) reported
results of a study that compared the disposable income of blacks and
whites. Despite variances in earned income (whites earned substantially
more than blacks on average), disposable income was approximately equal.
The difference was home ownership. A much higher percentage of whites
owned homes and, hence, channeled a substantial portion of their financial
resources to support the house. Left over discretionary income for white
homeowners was thus comparable to discretionary incomes for blacks who did
not own homes.

Financial considerations and constraints were very evident in the
data for this study. Specifically, four subthemes were found: 1) the
tradeoffs between renting and buying; 2) refinancing; 3) budgeting; and 4)
constrained consumption.

Tradeoffs Between Renting and Buying

Renting and buying are the two most common ways of obtaining housing
(Zelenak 1993). Each choice has tradeoffs that must be balanced during
the decision to buy or rent. All of the informants had rented at one

point or another, and the desire to stop wasting money in rent payments
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was a large motivating factor in the decision to purchase a home.

Eric and Ellen have purchased three homes during their lives, and
are in the process of purchasing a fourth. Renting was a major
consideration in their decision to purchase three of their four homes.
Though he is now a hospital administrator, Eric originally wanted to be a
dentist, and moved to a city with a dental school at which he had been
accepted on an alternate list. He never made it to dental schcool, but his

moving experience sheds some light on the renting versus owning dilemma.

1°: Tell me about your mobile home. Why did you decide to buy a
mobile home?

M: Well, we went to [name of city in central state] after I
graduated from undergraduate school, trying to get into dental
school. I had been accepted on the alternate list and the

information we could receive indicated that I was probably a
shoe-in for full acceptance the next year. So we thought we’d
just move there a year ahead of time and we figured we were
going to be [there] five years, so we thought, well, we’ll buy
something rather than just throwing our rent down the drain,
that maybe we could get some money back on at the end of five
years.

Yeah, that’s why we did it.

Did you get your money back on it at the end of one year?

We didn’t lose any money.

We sold it for what we owed on it.

2EMHM

Even though they eventually sold the trailer for what they owed, they were
able to reduce their monthly housing expense by living in a trailer. At
the end of their stay in that city, they were able to find a buyer for the
trailer and leave unencumbered.

Eric eventually finished a degree in health care administration and,
after a two-year internship, became the administrator at a small
medical/surgical hospital. In discussing Eric and Ellen’s move to a new
town, the issue of renting again was relevant. Eric’s job as a hospital
administrator provided him with a lot of community visibility and
interaction, and he wanted to establish a "permanent appearance" in the
community by buying rather than renting. Ellen’s motivation was to save
money, as she perceived renting to be less expensive than buying, and she
also was convinced they would not stay long in the community. "My
original thought," she said, "was three years and we’'re outta here!"
Hence, she did not think purchasing a home was a smart thing to do. Eric
eventually prevailed, and they purchased their first home.

After eight years in the community and sale of their first house and

I stands for interviewer, M for male informant, and F for female
informant.
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the purchase of a second, Eric and Ellen decided to move across the
country to another state. They talked about house hunting, but were
unable to find suitable housing during a recent trip to the new state.
Thus, as a temporary strategy, they decided to rent in the new community.
Here Eric and Ellen again talk about how renting does not nearly establish
the commitment to a community that buying does, and they are very
concerned about "throwing money down the tubes." However, renting is an
appropriate short term strategy, since they haven’t yet sold their home in
the old city and haven’t been able to find a suitable home in the new
city. In this scenario, renting is an acceptable alternative, though they
are both anxious to find a house to purchase and settle down.

Interestingly enough, owning a home is not necessarily cheaper than
renting. Zelenak (1993) points out that homeowners fail to account for
other costs of homeowning, such as maintenance, repairs, closing costs,
taxes, depreciation, etc., which make owning a home more expensive than
renting. In a period of declining prices and low interest rates, Zelenak
claims that if "a person wants to buy [a house], he or she should buy it
and enjoy it, but not wunder the illusion that the investment is
necessarily a good one" (Zelenak 1993, p. 251). From strictly a cost
analysis, Zelenak claims that renting is more cost efficient than buying.
(Of course, the home is much more than merely a financial investment, as
is evidenced in the themes that are developed in later chapters.)

Zelenak's claims about renting versus buying are usually restricted
to the traditional free standing home on a lot owned by the homeowner.
Zelenak (1993) claims this savings can be realized in the purchase of
manufactured homes, the current term for "mobile home." This savings
guided Dennis and Diane’s decision to buy a trailer, since they both
believed they were paying too much money in rent.

M: Well we, I decided to pursue a graduate education in
chemistry. And for that reason I chose [this university], to
come here. And so we needed a place to live naturally. So we
first thought we’d try out the apartment scene. You know. We
wouldn’t have any, uh, ties holding us back when we would
graduate. So, okay, my lease is up. I'm out. Nothing. Then
rent got to be very expensive. We were paying $540 a month.

I: Oh gosh. How big was the apartment?
F: Two bedrooms.
M: It was a two-bedroom apartment, one bath, small. It wasn’‘t

very spacious. But that’s a relative term. Right? And so we
decided, hey, you know, that’s a $1,028 or $1,080 every month,
every two months, every six months six or seven thousand
dollars. Times four or five years and that comes out to be
$24,000 or $30,000. That’'s a lot of money we’d be putting
into housing. So we decided we’d, uh, get smart and invest
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our money. Some, some other, some other way. So we were
loocking for a way to get out of the cheaper, to get out of the
more expensive rent scene and perhaps maybe if we were to own
something, graduate, then we could sell it and then have some,
a couple thousand, you know, or have some money to move on and
get set up somewhere else.

Dennis and Diane moved into the trailer, but did not immediately see any
savings, as they were making payments on the trailer that were comparable
to their rental payments. However, in less than two years, they paid for
their trailer.

M: As a matter of fact, we made our last payment last month. We
paid it all off.

I: How long did that take? A couple of years?

M: A year and a half.

I: A year and a half. How does it feel to have that paid off?

M: It feels great.

I: What’s the situation here? Do you have a lot rental?

M: A hundred and thirty a month. Includes water and land.

I: Gosh, that’s pretty good then. Your whole living expense 1is
$130 a month.

M: It’s been reduced to $130 down from $540.

Because of their favorable rental situation, Dennis is considering
extending his education. He is currently on a $12,000 a year stipend, and
his wife works part-time in a fast food restaurant. Prior to purchasing

the trailer, he had no plans to continue his education beyond a masters

degree.

M: I'm doing a masters, I‘'d like to try to get my Ph.D. while I'm
here also with this convenient rent condition.

I: Yeah.

M: About $130 a month, I mean, that’s, that’s only, that’'s, I
don‘t know what, 13 percent, 10 percent of my paycheck.
That’s not bad.

I: No. Most people spend up to a third of their paycheck on
their housing expense, so. That, that, yeah, that’s an
enviable position to be in.

M: But we planned that. Before it was a half. Fifty percent.
Five forty and I made about $1080. Half. Imagine that. O©Oh
well.

With the extra money Dennis and Diane saved by owning their trailer, they
helped pay for tuition, as well as child-care expenses associated with
their year old son. In this instance, buying was a cheaper alternative
than renting in the long run. However, both complained the trailer did
not have enough space, but they were willing to make the most of their
situation because of financial advantages afforded by the trailer.
Renting was a strategy Gary and Georgia, Bill and Betty, Arnold and
Angie, and Frank and Francine used to be able to afford a home. Because,

as Zelenak (1993) points out, renting is cheaper than buying, renters are
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often in a position to save money for the purchase of a home. Some
informant couples lived in rental units for several months or years prior
to buying to be able to afford the down payment and closing costs, as well
as to take the time to be able to find or build a house appropriate for
their needs.

Gary and Georgia serve as a representative example of this strategy.
They spent three and a half years in a nine hundred square foot apartment
while saving money for a down payment on a house. During this time, they
had a third child and space became very cramped. Unable to find a house
suitable for their needs, they decided to purchase a lot and build. The
day the house was completed, they moved in. Renting helped Gary and
Georgia to be able to afford the type of house they wanted. The three and
a half years in a little apartment also provided them with some financial
security, and, in one sense, the home is their reward for patiently

saving.

We have, when we first moved [here...’

M

F: [We worked hard, we saved...

M: ...we worked hard, we saved, we did without a lot of things,

we didn‘t put money into extravagant things, we stayed in a

three bedroom, one bathroom apartment for three years. So

veah, we saved and worked for this. And we planned for it.

Ah, you know, a lot of people, when they move through the

area, they may even buy a house.

Uh huh.

M: We didn’t do that. Again, we didn’'t want to be financially
stretched from the beginning. So, in that aspect, yeah, I
think we deserve what we’ve been able to do. I think we’ve
used, we’ve been wise in the decisions that we’ve made.
Again, this isn’t the fanciest thing but it’s adequate for us
and we'’re not living pay check to pay check.

[

Summary. There are many issues to consider when deciding between
renting or buying a house. All informants had at one time or another
lived in a rented apartment or house before making the decision to
purchase a house. Gary and Georgia rented in order to save money for a
down payment, Dennis and Diane purchased a trailer to save money in rent
payments, and Eric and Ellen decided to rent a house in a new city for a
year until they were able to find a house to meet their needs. From a
strictly financial perspective, renting may be more cost effective than
buying. However, the decision to purchase a house often included more
than just decisions affecting cost effectiveness, as is evidenced in the

next chapter.

"The half brackets mark overlaps between utterances.
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Gaining Freedom Through Refinancing

A second theme apparent with the purchase of a home was refinancing.
For most home buyers, the mortgage payments were daunting, and several
devised plans to pay off the mortgage in less than the usual thirty years.
During the period this study was conducted, interest rates fell
substantially, making refinancing a more attractive option. Bill and
Betty were in the process of refinancing their home from a 30-year
mortgage to a 15-year mortgage before Bill got word he was laid off, at
which point they canceled their refinancing plans. Charles and Cindy and
Gary and Georgia did refinance their homes. Refinancing would allow
Charles and Cindy to do things they wanted to do and save more money.

M: There’s two things, the interest, yeah, we kind of got it at
a peak, you know, unfortunately we locked in the peak, so we
financed it at 9 percent, which is real good in times past,
but not, not great right now. One can get a thirty year loan,
for about 8 percent, but the difference doesn’t mean all that
much per month, but what we have decided to do, after talking
with some friends, Tammy and Phil, they’re doing the same
thing. What we have decided to do is to, uh take out a seven
year loan, balloon payment, uhh, at 7 1/2 interest...

I: Ohhhh.

M: ...and. ..

F: 0, 0 points.

M: Yeah, with no points, we have secured that loan, and uh, uh,
we will uh, in seven years, uh, we will pay more than is
necessary to just finance the loan, because at the end of
seven years when it comes due, and so we will, uh, probably
make, uh, make twice the payment, uh, be able to make twice
the payment on the principal...

I: Uh huh.

M: ...and in seven years we’ll be, how much [left...

F: [$15,000

M: We’ll have about $15,000 left to pay...

F: To own the house.

M: ...to owning the house clear and out right and the notion of
having the house clear, outright in seven years is very
appealing to us, ummm. ..

F: Yeah it’'s a very conservative thing to do but, but, but still
we, we, we feel that in seven years this one big payment will
be gone and then we can use our money to invest and we are
still young enough to have a number of years for saving....

M: Right.

F: ...and it’s just gonna allow a lot of flexibility.

M: Right, and it, and it keeps us, to my way of thinking it frees

me, one of the things I don’t like about most lifestyles in
the United States, people just get in to debt like crazy and
they’re not independent and they are really shackled to their
jobs, and to making more and more and more money, and most of
the people I know like that, who are like that, they make more
and more money but they are not more and more happy, and it
seems to me rather than to make more and more money to finance
more and more material things, the idea to me is to secure
what you have [laugh], you know, you don’t, you know it’s good
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for your family and all that sort of stuff. We have very
secure jobs, uh and then uh, and work on that base, work on
your quality of life, like travel, and other kinds if things,

[that we want to do.
Charles and Cindy recognized that debt was shackling (Caplovitz 1987), and
took steps to secure what they had. The falling interest rates allowed
them to refinance at a lower rate and accelerate their payments so that at
the end of seven years, they would be free of their house mortgage. It
would have been impossible for Charles and Cindy to purchase their home
without a mortgage, but they chose to save tens of thousands of dollars in
interest and free themselves from a major financial burden (Ledesma 1989).
During a follow-up interview, I learned that Gary and Georgia had
also refinanced their home. They were shocked to learn how much money
they would be able to save in interest payments by refinancing a 30-year

mortgage to a l1l5-year mortgage.

I: Tell me about re-financing your home, you mentioned that once
before.

M: We initially got a 30 year loan at 9 1/2% and that was I guess
2 years ago.

F: Uh huh.

M: Two years ago. Which at time that was a good rate. And I

guess during the recession, rates have gone down even more and
the rule of thumb is if you can ever move from a 30 to a 15
vear loan that’s always advantageous. You’ll save money on
that. And the second rule of thumb is if interest rates get
to be 2 percent or greater below what your previous rate was,
you’'re going to save money. So we recently refinanced, only
about a week ago...

I: Oh.

M: ...refinanced and got a 15 year loan at 7 1/2% and we will
save 113,000 dollars in interest payments.

I: Oh, gosh [laugh].

M: But still we’re going do what we had discussed before. We
will still take our tax refund each year and make an
additional principal payment so we'’ll probably, I mean if we
stay here, then we will probably finish paying off in about
12, maybe 13 years.

I: Oh. That’s a whole lot better than 30.

M: Oh yeah. Oh yeah. 2and then we look at 113,000 in interest

payments you’re saving, that’s a, that’s a, that’s a big
difference. And my payment increased $55.00.
Though their monthly payment increased slightly, this rise was more than
offset by the savings in interest and the shorter repayment term. This
decision was consistent with their frugal lifestyle and their budget
consciousness.
Frank and Francine are in an unusual situation that is compelling
them to pay off their home quickly.
M: We plan to have it paid off in approximately, in eight years
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we plan to have it paid off...

I: How do you plan to go about paying it off in eight years?

M: We plan on getting a fifteen, well, the way we’ve got it
arranged right now for payments is really kind of strange.
It’s through a private person. Um, we’ve got it mortgaged
through the guy that owned the house.

I: Uh huh.

M: And because of Francine’s job and because of the way the taxes
are done we can only qualify on my income. Can’t wuse

Francine’s income to qualify for the house. &And if you look
at just my income we’re living well above the means of my
income because of the boat and the truck and a few of the
other things.
Are those, are you still paying for those?
Yeah. We, so, the way the loan is arranged right now we’re
paying on it. We put, what’d we put? Five thousand down?
Uh huh.
So we put $5,000 down which brought it down to $52,500 and so
we’'re paying an interest rate to the owner of the home through
the mortgage. We went through a title company, so, I mean
it*s all, everything’s up and up. But in three and a half
years we have to come up with the balance of the money, which
means we have to go qualify for the loan on our own. And by
three and a half years we’ll have every bill that we ever had
completely paid off. So at that point we’re going to go in
and get a 15-year loan and then we’re going to pay it double
payments and we’re going to get it paid off in half the time.
So we’'re looking at the total time of our loan from the time
we bought the house in April of ’92. Is that right? In
April, we’re hoping like eight vyears to have the thing
completely paid off because we’re in the process of saving up
again for another down payment when it comes time for us to
qualify. So if we can put another $5,000 to $10,000 down
that’s going to substantially lower what we owe and then the
payments that we’re paying now is also going to lower what we
owe. So we’re hoping to take, uh, maybe get a $35,000 loan on
the place. That’s our hope. 2And then if that’s the case we
will have it paid off in a short period of time.

I: Why is it important to you to have your house paid off so
soon?

M: I don’'t like paying the interest rates. I don’t like, I like
my money to work for me not me work for my money. So we try
to do things like that where our money is going to work for
us. She’s got CDs and certain things like that and I just
don’t like the idea of paying interest rates. I would rather
I was earning the interest than somebody else. So to get it
paid off and then the fact that it’s, it would be completely
ours, clear title. There would be nobody that can every come
and take it away from you.

= H
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There is an interesting contradiction evident in this quote. On the one
hand, Frank says he does not "like paying the interest rates." On the
other hand, Frank and Francine have heavily indebted themselves with their
car, boat, house, and other things, for which they are making large
interest payments (Ledesma 1989). Combined with Francine'’s uncertain

monthly income, Frank and Francine were wunable to qualify for a
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conventional loan. Hence, the previous owner financed the house for them.
But they are now under time pressure to pay all of their other debt off
because they will need to refinance the house in three years in order to
qualify for a conventional 1loan. This pressure has given them some
financial discipline, and they now have a goal of getting the cars, boat,
and other things paid off so they can qualify for a conventional loan in
three years. Thus, in this case, going into debt for a house has provided
Frank and Francine the incentive to get out of debt. For example, they
both took a second job together: they deliver bundles of newspapers to
paper carriers to help bring in a little extra money to pay down what they
owe. The home, then, is the driving force behind their current desire to
get out of debt.

M: Um. Well, like she said that was a big goal, having a home
helped us. Uh I think it’s going to help us get out of debt.
Um, I think that we’re not going to be spending as much money
because we’ve got a commitment, you know, to the area and to
the house. Um. Our goal is to raise a family and I think
that having a home, that will help us too. And my goal is to
retire in 20 years and go fishing. [Laugh]l. And having this
home will help me be able to do that too.

Summary. During a period of falling interest rates, refinancing
becomes attractive to many mortgage holders (Zelenak 1993). For many of

the informants interviewed, it provided a way to reduce their long-term
debt burden, and, in the process, save tens or hundreds of thousands of
dollars in interest. Refinancing freed the informants financially in the
long run to do other things with their resources. Refinancing has also
forced Frank and Francine to be more budget conscious. Budgeting was also
a theme that arose frequently in the data, which the next section
describes.
Budgeting as Disciplined Consumption

Budgeting is a straight-forward way for families to manage their
finances (Zelenak 1993). Frank and Francine learned to be budget-
conscious with the acquisition of a home mortgage. Other informants,
however, learned financial budgeting prior to purchasing a house. Arnold
and Angie, Charles and Cindy, Eric and Ellen, and Gary and Georgia all
indicated they budgeted their resources. In the case of Gary and Georgia,
budget consciousness helped them get into more home than they were
planning. They adhered strictly to a budget when building their home and,
because of frugal buying, were able to add some luxury items to their
home, such as a whirlpool bath and a finished basement. They had a strict

budget from which they never deviated. During the first interview, they
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