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Definition of the term (1/4, 125-500 words)
“Delay discounting” describes the finding that people generally do not care as much about delayed outcomes as they do about sooner outcomes (Frederick et al., 2002; Soman et al., 2005). For example, given a choice between receiving $100 today or receiving $105 next year, most people would choose the smaller, sooner $100 reward. In effect, people subjectively discount the value of the delayed $105, hence the term “delay discounting”. Other examples include choosing to enjoy an unhealthy dessert now in spite of the negative health consequences later, or paying extra to have an online purchase arrive sooner in the mail. Delay discounting has often been studied under the related terms “temporal discounting”, “time preference”, “intertemporal choice”, “impatience, “impulsivity”, “myopia”, and “delay of gratification”. While some small amount of delay discounting is rational, excessive discounting is correlated with a host of negative outcomes for consumers, including higher credit card debt, lower wealth and retirement savings, higher BMI, more smoking, and unfavorable mortgages (Atlas et al., 2017; Bartels et al., 2023; Chabris et al., 2008; Hershfield et al., 2011; Reimers et al., 2009). 

Key Findings & Insights (2/4, 250-1000 words)
Modeling and predicting consumer choice
The core idea of delay discounting is that the subjective value of a future reward diminishes as the delay to its receipt increases. This phenomenon can be mathematically modeled, and one popular approach is the hyperbolic discounting function, where the value of a future reward is inversely related to the delay until its receipt (Ainslie, 1975). The fit of these models to simplified consumer choices is quite good, explaining 97% of the variance of choices between smaller, sooner rewards and larger, later rewards (Kirby & Marakovic, 1995). Marketers can use these models predict the effects of different delays on consumer preferences and choices. Yet, discounting is strongly influenced by contextual factors (Frederick & Loewenstein, 2008; Read et al., 2012). 

Present bias
One of the most widespread findings in delay discounting is present bias: consumers tend to overweight immediate outcomes relative to any future outcome. For example, choosing between $100 now or $105 next week, someone might choose the $100 now, but when choosing between $100 in 52 weeks or $105 in 53 weeks, the same person might choose the later $105, in spite of the fact that both choices involve the same tradeoff of time and delay. More recently, it has been found that present bias occurs whenever the delay crosses a subjective financial period, such as before vs after a move (Jang & Urminsky, 2023).  Moreover, people often tend to discount the future to a problematic extent, sometimes reaching levels of 300% annualized discounting or more (Frederick et al., 2002). These high levels of “impatient” choices can be explained by a combination of: the inherent uncertainty of the future (Epper et al., 2011), the belief that we will have more time and money slack in the future (Zauberman & Lynch, 2005), by emotional factors leading to impatience (McClure et al., 2004; Van den Bergh et al., 2008), and other factors. 

Reference effects
When consumers expect to get something sooner, and consider a delay, they are more impatient than if they expected to get it later and consider getting it sooner. For example, if the default is (more expensive) express shipping, more consumers will choose this impatient option, while if the default is slower, cheaper shipping, more consumers will choose that more patient option (rather than switch to immediate shipping). This has been called the “delay-speedup asymmetry” or the “accelerate-delay effect” (Weber et al., 2007), and is essentially a special case of default and reference effects in delay discounting (Appelt et al., 2011). The lesson for marketers is that consumer feelings about waiting depending critically on their expectations. An expected delay is fine, but an unexpected delay is upsetting. 

Magnitude effects
While people are often quite impatient for small rewards, they are relatively more far-sighted for larger rewards (Loewenstein & Thaler, 1989). For example, a consumer choosing between $5 today or $6 tomorrow might choose the immediate $5, whereas the same consumer choosing between $5,000 today or $6,000 tomorrow might wait for the future $6,000 (even though the implied discount rate is the same in the two cases). This has been called the magnitude effect, and it is one of the most reliable findings in the delay discounting literature. Marketers should take note: for “smaller” product offerings, every second counts (e.g., Google famously makes every effort to shave seconds off of search times), while for big purchases (such as a car), consumers are often more willing to wait. 

Gains vs losses
While most consumers show a strong preference for immediate gains, when it comes to losses, a different pattern emerges. While some consumers delay and procrastinate losses as much as possible, other consumers prefer to “get losses over with” and pay as soon as possible to minimize worry (Hardisty & Weber, 2020). In aggregate, average delay discount rates for gains are much higher than discount rates for losses, the so-called “sign effect” or “gain-loss asymmetry” (Thaler, 1981). In the context of Marketing: some consumers love “buy now, pay later”, while others love pre-paid vacations. It is important for marketers to appeal to both types of consumers. Also, keep in mind that when consumers consider losses, the magnitude effect and delay-speedup effect (discussed above) are reversed (Appelt et al., 2011; Hardisty et al., 2013). For example, while many people are prudent for small problems and take care of them right away (consistent with a low discount rate for small losses), people will often postpone and procrastinate on large problems (consistent with a high discount rate for large losses). For example, an environmentally conscious consumer might take out the recycling now, and put off tackling climate change until later. Marketers need to break problems down into small, manageable pieces if they want consumers to take immediate action. 

Other context effects
Consumers’ time preference are influenced by numerous other contextual factors, including preferences for improving sequences (Chapman, 1996; Frederick & Loewenstein, 2008), preferences for spread (Frederick & Loewenstein, 2008; Read et al., 2012), opportunity costs (Read et al., 2016), scarcity perceptions (Sharma et al., 2023), the description of the wait time as a date vs a period of delay (Read et al., 2005), and many other factors.  

Outlook (1/4, 125-500 words)
By combining the factors listed above, marketers can develop strong nudges, leading consumers to make more long-term decisions such as investing more for retirement (Thaler & Benartzi, 2004). Yet, in spite of the wealth of findings in this area, many important questions remain in the field. First, how can we better predict real-world intertemporal choices? 
We need new paradigms to study delay discounting in the lab and the field. Second, what explains individual differences in preferences for losses? Why do some consumers prefer immediate losses, and others prefer to delay them? Third: more broadly, how do cultural factors influence time preferences, especially outside of the delay discounting framework? Many consumers think of time in cyclical terms or other non-linear patterns of seasons and rhythms, which are not captured by typical academic models of time (Hardisty et al., 2012). Through answering these questions, researchers, businesses and policymakers can design more effective interventions and strategies, facilitating more informed consumer decisions.
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