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The English poet Alexander Smith once remarked, “A man's 
real possession is his memory. In nothing else is he rich, in 
nothing else is he poor.”  Some emerging research on the 
relationship of consumption and happiness shows that Mr. 
Smith may have been on to something.  For centuries, we’ve 
thought that a little extra cash makes our lives easier. Studies 
over the last few decades have shown that money, up to a 
certain point, makes people happier because it lets them 
meet basic needs. However, the new research on happiness 
paints a much different picture.  Jordi Quoidbach’s report, 
Money Giveth, Money Taketh Away: The Dual Effect of 
Wealth on Happiness, which appeared in the August 2010 
issue of Psychological Science, has found that although 
wealth provides opportunities to purchase many things, it 
simultaneously impairs our ability to enjoy those things.  

The new research differs from prior studies because it 
focuses on the emotional impact of our purchases in an 
attempt to determine which provides us with the most 
happiness. For instance, researchers have discovered that 
people are happier when they spend money on experiences 
rather than on material objects, because they strengthen our 
self-esteem and social bonds.  In that sense, at least, this 
conclusion is consistent with earlier studies of happiness, 
which had determined that self-esteem and social bonds are 
important aspects of the joy we derive from life. The unique 
aspect of the later research is that it focuses specifi cally on 
the effects of the purchases we make.

Apparently, paying 
for experiences gives 
u s  l o n g e r - l a s t i n g 
happiness because, 
l a t e r  o n ,  w e  c a n 
reminisce about them. 
If you take a moment 
to think about it, this 
surprisingly simple 
observation makes 
perfect sense.  What 
do you have fonder 
memories of, the big 
screen television you 
bought ten years ago, 
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or the week you spent 
a t  the  beach wi th 
your family that same 
summer?

T h e  r e a s o n  t h a t 
purchases provide less 
joy than experiences 
has  to  do  wi th  a 
principle psychologists 
call hedonic adaptation. 
This is similar to the 
premise that time heals 
all wounds, except it 
applies to both positive and negative circumstances. Hedonic 
adaptation allows people to quickly adjust to changes, great 
or terrible, in order to maintain a stable level of happiness. 
Over time, that means the joy from a new purchase is pushed 
toward the emotional norm; therefore, we stop getting 
pleasure from it.  A professor of psychology at the University 
of California concluded a recent article on the subject with 
a fi tting analysis, “Happiness is a choice. We can choose to 
become never-satisfi ed janitors of our possessions, or we 
can use our money in ways that improve our worlds and, 
as a bonus, supply us with genuine and lasting well-being.” 

If we look back over the last few years, what have our 
purchases done for us?  Many of us have tried to keep up with 
the Joneses in pursuit of bigger homes, the latest technology, 
and a host of other possessions, while compromising our 
futures in the process. As a country, we manage titanic 

amounts of debt, which, 
as we’ve discovered, 
really hasn’t brought 
us  much happiness 
in return. That’s an 
experience we can all 
learn from, and if we 
do, there might be some 
good to come out of this 
recession after all.
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The Debt Settlement Trap
Over the last few years there has been a fair amount 
of confusion regarding debt settlement programs. 
As many of you may be aware, these programs 
make sensationalized claims as to how they can 
help you settle your debt for less than you owe; 
unfortunately, these claims are exaggerated and often 
place consumers in harm's way. Unlike non-profi t 
credit counseling services, which employ salaried 
professionals who’ve been trained and certifi ed to 
conduct counseling sessions, the front-end salespeople 
you speak with at many settlement companies are 
commission-based employees who have a fi nancial 
stake in your enrollment.  The more consumers 
salespeople sign up, the more money they make.  
It’s as simple as that. While there are exceptions, the 
potential confl ict of interest can tempt individuals to 
say whatever it takes to ensure that you sign up with 
their service – and sometimes that service could be 
completely inappropriate for your circumstances. 

Why Debt Settlement Doesn’t Work  
Credit card companies are generally unwilling to 
settle for less than what is owed unless there are 
extenuating circumstances, but if there is a good 
reason, it can be an option worth considering.  Many 
debt settlement services insist that a consumer must 
have at least $10,000 in debt before they’re eligible for 
the service.  Why? Because a debt settlement service 
is not concerned with helping. Their primary concern 
is profi tability. If you use a debt settlement service, 
you’re probably going to be set up on a monthly 
payment arrangement.  What most people don’t realize 
is that those monthly payments are not sent to their 
creditors.  The debt settlement company will keep your 
money in an escrow account until they have enough 
money to start negotiating with creditors.  Often, the 
several  payments may be retained by the company 
as fees for their service.  Therefore, the settlement 
process can take several months, even years, and 
as you can imagine, if your creditors aren't being 
paid, your credit history is going to be signifi cantly 
damaged.  

W h a t ' s  e v e n 
w o r s e  i s 
t h a t  m o s t 
peop le  don’t 
realize what’s 
h a p p e n i n g . 
When you join 
a debt settlement 
company, cease-
and-desist letters 
may be sent to 
your creditors.  
If that happens, 
your creditors 
will be unable 
to communicate 
with you. With 
n o  w a y  o f 
d e t e r m i n i n g 
your intention 

of dealing with the debt, your creditors may have 
no choice but to charge off the account after four 
to six months of non payment.  Your account could 
then be turned over to a collection agency, or to an 
attorney to begin legal proceedings. By the time this 
has happened, your original debt will probably have 
increased signifi cantly due to non-payments, fees, 
and the interest that has been compounding while the 
settlement company held onto your money.     

You’re Where You Need to Be 
Debt management agencies, on the other hand, offer 
services that can help you reclaim control of your 
fi nancial situation.  A reputable agency will perform 
a full fi nancial assessment to help diagnose the root 
cause of your diffi culty. The staff employed by debt 
management programs are accredited counselors, who 
must advise you in your best interests. When trained 
and certifi ed by a national, independent organization, 
counselors must adhere to a standardized Code of 
Ethics, and regularly receive continuing education to 
help them provide the best advice possible. Certifi ed 
credit counselors provide you with a comprehensive 

fi nancial analysis that allows them to identify the 
options that suit your specific circumstances. A 
certified counselor will work with you to create 
effective, realistic solutions that address your specifi c 
situation. 

Unlike debt settlement, debt management programs 
are supported through the active participation of 
your creditors. These plans work to make monthly 
obligations to creditors more manageable, most often 
through concessions such as a reduction in your 
current interest rate and the elimination of any late 
or over-limit fees you may be paying.  In return, you 
simply agree to close the account with your creditor 
and maintain your monthly payment.  In this scenario, 
creditors don’t experience the disruption they go 
through with a debt settlement service. Therefore, you 
are not walking away from your debt.  You are paying 
back what you owe, but doing so with terms that may 
be more manageable for your situation.

For most people, there is nothing more stressful than 
the thought of being overwhelmed by their fi nancial 
diffi culties.  The only thing more devastating is being 
misled by a service claiming to provide assistance.  
Therefore, we urge you to be cautious when 
considering debt settlement services. Thousands of 
consumers every year are victimized by the practices 
of bad debt settlement companies. They didn’t 
recognize that they were being led down a gloomy 
road to fi nancial ruin, but once they were there, they 
quickly discovered that it’s something you don’t 
recover from very easily.  As the old saying goes, if 
it sounds too good to be true, it generally is.  
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Help Cambridge accomplish its mission 
of  educat ing America .   I f  you know 
anyone who could benefit from our help, 
please have them call one of our certified 
counselors at (800) 235-1407.


