Could You Live Without a Credit Card?

Giving up that precious plastic may help control your spending, but there are disadvantages.


Giulia Rozzi's unhealthy relationship with credit cards started in college. Surrounded by friends with frivolous spending habits, Rozzi says she adopted the mindset of "spend now and deal with the consequences later." That approach continued after graduation, when she moved to Los Angeles to pursue comedy and acting. Her cash flow was unsteady, but that didn't stop her from using a credit card to bankroll a wealth of discretionary expenditures. A well-deserved pedicure? A fancy dress? A last-minute trip to Las Vegas with friends? All it took was one swipe of the credit card.

Rozzi is among a number of consumers who choose to live without credit cards. For many people, saying goodbye to credit cards helps them stay out of debt and take more control of their finances.


Without thousands of dollars of credit at her disposal, Rozzi no longer makes purchases with money she doesn't have. Today she pays for most items with cash and spends less. She says cash transactions make her think twice before making a purchase – significantly reducing her propensity for impulse purchases. A recent study led by Priya Raghubir, a professor of marketing at New York University, reinforced evidence from earlier studies that consumers tend to spend more money when paying with credit cards than they do when paying with cash.

Credit cards also alter a consumer's mindset when contemplating a purchase. The study published in the Journal of Consumer Research found shoppers who charge an item to their credit card focus on the benefits of the purchase, while those who pay cash focus on the cost.


Consequently, many consumers who give up credit cards begin to pay closer attention to where their money is going and develop the discipline to spend less, says Gail Cunningham, vice president of membership and public relations at the National Foundation for Credit Counseling, a network of accredited and certified credit-counseling agencies. "Credit cards distance you from your hard-earned money," Cunningham says. "We've found people who decide to live on a cash basis end up saving around 20 percent of their previous spending – and they do it without feeling deprived."


However, those who go the credit card-free route may still encounter problems, including difficulties when booking hotels and renting vehicles. Such transactions typically require at least a debit card. "People who live in a cash-only world are going to find themselves marginalized and inconvenienced," says Ben Woolsey, director of marketing and consumer research at CreditCards.com.
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