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Introduction: The End of Your Money Worries

What if I told you that it was possible to stop worrying about money, forever?

Money is the number one cause of stress for Americans. According to the 2015 American Psychological Association (APA) study “Stress in America,” nearly three-quarters of Americans reported feeling stressed about money at least some of the time, and one in four reported experiencing extreme money stress in the past month.

All of this worry is affecting our health. Increased stress leads to unhealthy behaviors, such as excessive screen time, overeating, smoking, and drinking. With many Americans putting their healthcare needs on the back burner when financial worries loom, the money-stress-illness cycle becomes even more entrenched.

It would be bad enough if worrying about money just affected the worrier, but financial stress is also ruining marriages. A 2012 study of 4,500 married couples revealed that fighting about money is the biggest predictor of divorce—and, of course, divorce doesn’t do much to help either spouse’s bottom line.

Marriage is not the only relationship that money stress can hurt. According to a 2012 study of college students’ financial behaviors, children of parents who fight about money are reportedly more likely to struggle with credit card debt as young adults. And even if the children of money-stressed parents are not destined to fall into a debt trap, financial arguments at home can teach kids that money is a fraught and negative topic, making it more difficult for them to learn healthy financial behaviors.

All in all, just thinking about money is enough to give you an ulcer.

But—at the risk of repeating myself—suppose you could stop worrying about money, forever?

Changing Your Relationship with Money

No, I’m not offering advice on how to win the lottery, make a killing on the stock market, or befriend a doddering multimillionaire. Even if you were to follow any of those “paths” to riches, it would not end your worries about finances. You only have to look at the scores of lottery winners who have gone bankrupt to know that having pots of money is not the answer to ending financial woes.

In fact, when I talk about ending money stress, I am not even referring to that common goal of achieving “financial security”—the elusive sense that you have enough money to survive any financial catastrophe.

That’s because I believe the entire idea of financial security is an illusion. There is always a potential catastrophe that could wipe out any fortune, no matter how big.

As frightening as the impossibility of financial security is, I am here to tell you that money does not need to be a source of worry, stress, or strife. You can make your peace with money, fulfill all of your financial obligations, and feel much more contented—at any income.

Think it sounds too good to be true? It’s not.

What I will teach you to do is change your outlook on money. Instead of aiming for the ever-moving goal of financial security, where you feel that your money can handle any catastrophe, you will learn to change your attitude and recognize that you can handle whatever financial hurdles life throws at you.

Once you have changed your attitude toward money, your money stress will lessen. That’s because you will feel in control of your life, rather than believing that your money is behind the wheel.

Letting Go of Financial Stress

This book will teach you how to reframe your view of your current financial situation and adjust your attitude toward money in general.

• You will learn how to get more satisfaction out of your purchases, your work, and your life.

• You will discover the universal economic and behavioral problems that make it difficult to be rational about money.

• You will explore your own psychological money makeup, and you will learn how to work within that mental framework instead of against it.

• And you will be given a road map for creating a fulfilling financial life that is free of stress.

The book is broken into the following four parts and applying each one will help you end your financial stress:

PART ONE: Redefining Money

This portion of the book will help you to understand that money and value are not synonymous. In Chapters 1 through 3, we will discuss the nature of currency, the common mistake of discounting nonfinancial costs, and the types of illusions we all share about money.

PART TWO: Economic Reasons Why We Struggle with Money

The second portion of the book will introduce you to several principles of economic theory that can help you understand why some financial problems are so common. Chapter 4 will introduce you to the surprising consequences of living with scarcity. In Chapter 5, you will learn about the various ways our brains are wired to make us bad with money. Chapter 6 will explore how our fear of losing what we have can lead to self-sabotaging money mistakes.

PART THREE: Psychological Reasons Why You Struggle with Money

This section of the book will help you identify the personal obstacles that keep you from achieving your financial goals. Chapters 7 and 8 will help you identify the money lessons you picked up in childhood and explore some techniques for unlearning harmful beliefs and habits. Chapter 9 will help you to examine the mental hurdles in your path and establish workarounds for them.

PART FOUR: Achieving a Stress-Free Financial Life

The final four chapters of the book will help you create a road map for achieving a stress-free financial life, based upon your specific circumstances and temperament. Chapter 10 offers actionable ways for you to build financial breathing room into your budget. In Chapter 11, we will go over several budgeting methods so you can find a process that will work for you. Chapter 12 offers you ways to improve your self-regulation and self-discipline, so that financial temptations become less alluring. Finally, Chapter 13 will help you deal with resentment, one of the most tenacious negative emotions surrounding money.

Money Doesn’t Have to Be Stressful

You can feel better about money, no matter where you are financially. This book will teach you the skills you need to transform your relationship with money without making drastic changes to your income.

Let’s end your financial worries for good.

Note to the Reader

One of the biggest criticisms of books of financial advice is that they often assume a minimum level of income or upward mobility. Individuals who are stuck in a cycle of poverty can be forgiven for assuming that advice written by a privileged personal finance expert will not apply to them.

I want to make it clear to my readers that I am fully aware of the overwhelming systemic financial issues that affect many people. The sad fact is that financial disenfranchisement of various groups has been a consistent part of our economy from the beginning, and the idea that anyone can bootstrap herself out of poverty with enough grit is the inspiring picture we have painted over the truth.

In fact, truly bootstrapping oneself from poverty to wealth is exceedingly rare, because it takes a nearly inhuman level of perfect financial behavior to achieve it. For most people, real life is messy and imperfect, and financial mistakes are par for the course. All of this can be enough to make many people either give up or turn to get-rich-quick schemes when they feel ground down by the very real problems of systemic poverty.

That’s why I wrote this book. Unlike others of its kind, End Financial Stress Now will not ask for perfect behavior from you, nor does it promise you an end to all financial problems. Applying the advice in this book to your life will help ease your money worries, even if you are dealing with systemic poverty or financial distress that is not of your making.

The advice in this book cannot fix the systemic problems that continually leave many of our citizens impoverished. Those problems can only be fixed on the societal level. However, this book does offer strategies for financial stress relief to any and all readers who are willing to try them, no matter their financial situation. While we work together as a society to level the playing field, you can do the work that will help you feel more confident and peaceful about your own financial situation.

Let’s roll up our sleeves and get started.


PART ONE



Redefining Money



We rarely take the time to really think about what money is, what it means, and how we use it. This is especially troubling because many of us have faulty assumptions about money. This section examines the ways that we value and assign meaning to money, and you will learn how those valuations and meanings may lead you to make poor financial decisions.


CHAPTER ONE

What Does Money Mean to You?

WHAT YOU’LL LEARN IN THIS CHAPTER

• The rational view of money described by classical economic theory is overly idealistic, although it can still be of some use.

• When we assign emotional meanings to money, those meanings can cause us to act irrationally.

• When you identify the emotional meaning money has for you, you can better understand some of the ways that you might act against your own financial self-interest.

According to classical economic theory, human beings are rational economic agents who always make the best choices for their own self-interest. Such a rational individual—dubbed homo economicus by economists in the late nineteenth century—always has the full information necessary to make cost-benefit analyses on any particular financial matter, from determining if a car’s expensive repair is worth the money to knowing where to invest retirement funds. Homo economicus is never caught flatfooted by any financial decisions, and he is able to methodically and logically maximize the bang for his buck in every situation. He never puts off financial decisions, never spends money for emotional reasons, never holds on to depreciating assets, never invests in terrible business ideas, never pays more than what something is worth, never gives money to untrustworthy relatives or friends, never throws good money after bad, never buys a latte when he can brew his own coffee, and he never makes any mistakes.

He’s kind of a jerk, actually.

However, it’s heartening to learn that the field of behavioral economics has determined that homo economicus is more myth than reality. Behavioral economists, who study how people react to economic situations in the real world, have shown again and again through experiments and observation that human beings simply do not have the ability to separate their emotions from financial transactions. In an ideal world of classical economic theory, human beings behave with unyielding rationality; but in the real world, human beings are irrational, emotional, and easily overwhelmed.

Despite the fact that the idealized figure of homo economicus is about as realistic as the tooth fairy, there is something that we mere mortals can learn from this model. In fact, learning to be more like a rational person is one of the things you can do to help ease your financial stress.

That’s because the rational homo economicus does not feel stressed when faced with difficult financial decisions. Nor does he overreact to financial stress triggers. Instead, he weighs his options and chooses the one that will maximize his money, time, or utility. Though no human being will ever become the completely emotionless robot that classical economic theory assumes the ideal worker and consumer to be, we can work to put some space between our finances and how we feel about our finances. When we can provide even a little separation between our emotions and our financial decisions, we can be better able to both improve our financial decision-making skills and gain some much-needed financial stress relief.

To create this necessary space, we need to start with an understanding of the various things that money means, beyond just dollars and cents.

What Does Money Mean?

If I were to ask you to write a comprehensive and universal definition of money, you would probably be annoyed at me for giving you an essay question as homework—and you might feel a little flummoxed by the task. That’s because money is maddeningly difficult to quantify. Even though it is a mundane part of our everyday lives and something that affects every one of us, money is ultimately nothing more than a huge and amorphous idea that we all share.

Here is the truth: Money is valuable, but that is only because we have all agreed that it is valuable. You cannot eat money, wear money, build shelter out of money, or even spend your money outside of the places that accept it as legal tender. Its value lies solely in our social agreement about its value.

This means money takes on the philosophical, psychological, emotional, and moral meanings that we assign to it, which are hardly universal. Often it is these assigned meanings that direct our choices rather than the deep thought or the rational cost-benefit analyses that are necessary to come to the best decision. Here are several of the common meanings you may associate with money.

MONEY IS A SOURCE OF SHAME

Money is morally neutral, despite the oft-misquoted Bible verse about money’s relationship to evil. (The actual quotation from Timothy 6:10 is “The love of money is a root of all kinds of evil.”) Being without money is neither a good nor a bad thing, just as having money is neither a good nor a bad thing. It just is.

Yet, we have a tendency to moralize money, poverty, and wealth, and we therefore experience shame in relationship to money. As a society, we often vilify the impoverished (and the wealthy), as if their morality is tied to their net worth. Those without money often feel shame—and are sometimes shamed—for their situation.

This shame manifests itself in poor decisions. For instance, someone who feels ashamed of her lack of resources might avoid opportunities to better her situation, such as budgeting/finance classes at her church or financial aid seminars offered by her local community college. Her shame at not having money and needing help can keep her stuck in the same financial position.

MONEY IS RESPECT

Money merely represents the amount of goods and services its possessor can purchase, but many of us assume a thick wallet means greater respect. There is a good reason for this assumption: When you appear to be wealthy, daily interactions with strangers do tend to be more respectful.

For instance, when I was a student teacher in 2006, I dropped by a local mall after school one afternoon in order to buy a gift for my cooperating teacher. I was dressed professionally and carrying a briefcase—and every single salesperson I passed attempted to get my attention and called me “ma’am.” I was given much prompter service than I was used to in the store where I bought the gift. But other than the thirty bucks I had already set aside to spend on the specific gift I had come to buy, I had no money whatsoever to spare. In fact, since I was living on savings and a student loan and paying for the opportunity to student teach, I was in pretty dire financial straits. My professional clothing just gave me the illusion of wealth.

That kind of illusory respect can be enticing to anyone who does not feel respected elsewhere in his life. Such a person might get into debt in order to appear wealthier than he is, just to experience the sense of respect that the appearance of money offers him.

MONEY IS SECURITY

Living without enough money is a nerve-racking and crazy-making experience, wherein you feel at all times as if the rug can be pulled out from underneath your life. Individuals who see money as security believe that having more money will provide them with the sense of safety they need. For some such individuals, spending any money—even on necessary items or services—can seem foolhardy, because it is eating into their security.

While it is true that living without much money can be an insecure existence, money itself cannot provide security. That’s partially because there is no specific amount of money that can offer complete and total financial security in the face of certain problems. Although the fear underlying this belief system may have a rational motivation—the desire to avoid living from hand-to-mouth—it can be applied irrationally. Individuals who believe money is security might be afraid to spend money on higher education or to start a business, even though those expenditures could greatly improve their lives.

MONEY IS FREEDOM

Anyone who has ever hated her job or felt stuck in a terrible relationship because she couldn’t otherwise afford the rent has experienced the sense that more money buys freedom. The lifestyle available to someone who does not have to work for a living or who does not have to rely on others to get by certainly does look like freedom to anyone stuck in untenable positions. A sudden influx of cash would allow you to tell your boss, your boyfriend, or your landlord where to stuff it, and provide you with the opportunity to live the life you really want.

But even though that sounds very much like freedom, it’s actually just “options.” Money does not truly buy freedom—but the more of it you have, the more choices you have available to you. When your life feels constricted it’s perfectly rational to dream of the greater options money could give you.

Unfortunately, believing that money offers freedom can lead to any number of irrational financial behaviors, including susceptibility to get-rich-quick schemes, gambling, indebtedness, and even hoarding.

MONEY IS SUCCESS

Other than recognition, money is often the only indicator of success that we can all agree upon as a society. If a professional is making good money, we describe him as successful, even if he is miserable in his job. The money is the marker for success, and his life satisfaction does not come into the conversation.

As with many other money beliefs, believing that money equals success has some merit. According to the social agreement, our economy is nominally set up as a meritocracy, wherein the free market awards money to those who are most successful. Make the best product and/or offer the best services, and you will be rewarded with the most money.

While there is a grain of truth to this idea, it does not reflect the whole of what it means to be successful.

This belief can be problematic since it ignores the aspects of a successful life that offer no financial reward, such as strong, positive relationships. Individuals who believe that money is success may be prone to workaholism, and as a consequence may neglect their nonprofessional relationships. They may chase dollar signs without enjoying any part of the journey.

MONEY IS LOVE

Being able to financially take care of your family can be a major point of pride for many people. In many cases, that’s because money is equivalent to love. For these individuals, the surest way to show their family love is to provide for them financially—with anything from the latest toys and clothes to private school tuition to family vacations to a beautiful home to lavish gifts.

The problem with this belief is the fact that many family members would prefer to spend time with the overworked individuals whose bank balances may be full of love, but who leave an empty spot at the dinner table every night. Believing money is love also leaves such individuals feeling unlovable if they lose their jobs or are unable to provide at a certain level.

MONEY IS TIME

The old saying may be “time is money,” but if you have ever worked multiple jobs to make ends meet, then you know that the opposite is true. Though money and time are both finite resources, time is the only resource that is allocated evenly—every person receives the same twenty-four hours in each day. However, individuals with more money are able to use their time more efficiently by spending money to save time.

For instance, a 2014 study found that commuters in five major U.S. cities wait approximately forty minutes per day for public transportation—which adds up to 150 hours per year. Having enough money to afford a car would free up that time for those commuters, meaning they could spend those 150 hours per year doing something they like better than waiting for a bus or train to arrive.

Believing that money equals time is eminently reasonable. In most transactions, you will either have to spend money or spend time in order to get what you want. That is, for dinner you could pay for burgers and fries at the Golden Arches, or you could spend time (and less money) grocery shopping, cooking, and cleaning up. The problem is that many of the financially poor are also time poor, meaning they cannot easily get ahead with either currency.

Living with this financial belief can lead to shortcuts in order to try to save time. For example, a time- and money-crunched individual might buy a cheap car to reduce her public transportation wait time, only to find that her inexpensive car needs pricey repairs, costing her even more time and more money.

Figuring Out What Money Means to You

Just reading through the common beliefs that we assign to money can be an eye-opening experience because our beliefs surrounding money tend to reside outside of our awareness. Recognizing yourself in any of the previous belief systems can be incredibly helpful, but if you want to build up some real space between your beliefs about money and your reactions to money, then you will need to dig a little deeper. It starts with a fun exercise: figuring out what you would do if you suddenly received $1 million. Answer the following question quickly and without thinking too hard about it. The goal is to access your gut reaction to the idea of sudden wealth.

If I had $1 million, the first thing I would buy would be:



Answering this question can either be a fun way to daydream or a frustrating exercise in remembering what you don’t have. Either way, probing a little deeper into your immediate reaction to a sudden windfall will help you to better understand what you feel about money.

The Five Whys

Let’s dig into what your $1 million response means about your money beliefs. A great way to do this is by using a tool borrowed from the world of engineering, known as the Five Whys. This tool, which author and blogger Ramit Sethi of the site I Will Teach You to Be Rich (www.iwillteachyoutoberich.com) recommends for diagnosing personal finance problems, was originally developed by Sakichi Toyoda of the Toyota Motor Corporation in order to help diagnose the root causes of engineering problems. In the automotive world, a Five Whys technique might look like this example from Wikipedia:

• Problem: The vehicle will not start.

• Why? The battery is dead. (First why.)

• Why? The alternator is not functioning. (Second why.)

• Why? The alternator belt has broken. (Third why.)

• Why? The alternator belt was well beyond its useful service life and not replaced. (Fourth why.)

• Why? The vehicle was not maintained according to the recommended service schedule. (Fifth why, and the root cause.)

In our case, instead of trying to find the root cause of an engineering problem, we are going to try to figure out what emotional issues are at the root of our beliefs about money. In addition, we are not starting with a problem, per se, but with our preferences about money. It may also take less than the full five whys to come to the emotional root of our money preferences. Let’s look at an example:

• If I had $1 million, the first thing I would buy would be a whole new wardrobe.

• Why? I hate dressing in hand-me-downs or castoffs.

• Why? Wearing used clothes makes me feel invisible.

• Why? I had to wear castoffs when I was a kid, and no one wanted to talk to me.

In this example, it only took three whys to understand that the emotional meaning of money is acceptance and connection. This woman feels invisible and sees money as a method of being accepted, since wearing secondhand clothes as a child meant she felt like an outcast. Once she recognizes that she craves a sense of acceptance and connection, she can start doing the work necessary to provide herself with it. In addition, she will be in a better position to recognize that money will not make her feel accepted, no matter how many wardrobes it can buy her.

Now it’s your turn. Copy down your answer to the previous $1 million question, and quickly answer the Five Whys. By the time you reach your fifth why (or perhaps earlier), you’ll likely understand the emotional need that you want money to fill.

Worksheet 1-1: The Five Whys

• If I had $1 million, the first thing I would buy would be:



• Why?



• Why?



• Why?



• Why?



• Why?



Now that you have identified some of the emotional meaning you have assigned to money, you’ll be in a better position to meet those emotional needs outside of your financial decisions.

Of course, this is hardly an easy prospect. Identifying and satisfying your unmet emotional needs can be the work of a lifetime—and it is certainly beyond the scope of this book. However, simply being aware of your emotional reaction to money can be a great start toward improving your relationship with money. If you know the emotional need you are trying to fill with money, you can take the time to ask yourself if the financial choice you are about to make will actually fulfill that need. That little bit of space between your knee-jerk emotional reaction and the actual financial decision you make can be enough to help you emulate homo economicus, and reduce your financial stress.

Chapter One Takeaways

1. Classical economic theory expects all individuals to behave rationally, even though more recent studies by behavioral economists have proven that human beings cannot separate emotions from money.

2. Though money is universal, the emotional meanings we have assigned to it are not.

3. Some common meanings assigned to money include the idea that money is a source of shame, money is respect, money is security, money is freedom, money is success, money is love, and money is time.

4. Identifying the emotional meaning you have assigned to money can provide you with enough space between your emotions and your financial decisions to help you make better choices.


CHAPTER TWO

Understanding Opportunity Cost

WHAT YOU’LL LEARN IN THIS CHAPTER

• An important aspect of ending financial stress is recognizing all of the costs associated with financial transactions. Our tendency to consider only purely monetary costs in any particular transaction obscures its true cost.

• Opportunity cost is the value of whatever you give up when you make any decision.

• It is easy to ignore or incorrectly value opportunity costs.

• Free (and inexpensive) items can often end up costing us more.

• The sunk cost fallacy can cause us to waste money and time.

• Misvaluing opportunity costs can cause financial difficulties.

Every decision you make requires you to forgo whatever options you didn’t choose. This phenomenon is called opportunity cost, and ignoring it can have huge consequences on both your finances and your stress level.

In the simplest terms, an opportunity cost is the value of whatever you give up in order to do something. For instance, spending $8 on lunch means you cannot spend that $8 on anything else. The opportunity cost of that $8 burger is the value of whatever else you might have done with the money—whether that something else is buying a cup of coffee and a muffin the next morning or putting an additional $8 in your savings account.

Opportunity costs can be easy to recognize when you know exactly what you are giving up when you spend your money. If you’ve got your eye on the new iPhone but have to pay rent, you know that spending $500 on rent means giving up that newest Apple gadget.

The concept of opportunity cost becomes more complex when you have to consider nonfinancial things you might be giving up. For instance, watching television all afternoon may cost you nothing financially, but it costs you whatever else you could have done with that time.


My Real World Introduction to Opportunity Cost

One of my first jobs was working as an administrative assistant for the main office of a small chain of franchised restaurants. The owner walked by my desk one morning and noticed that I had an entire drawer full of rubber bands. The collection had already been there when I started the job, and being of a frugal nature, I continued to save the rubber bands that came in with the weekly paperwork from each of the stores in our chain. My boss remarked that he hated to think of the managers wasting money by buying new rubber bands, and could I please package them up and send them out to the dozen stores. He was so unhappy with the idea of paying money for rubber bands that it did not occur to him that it cost him more money to pay me for the chore, not to mention the price of packaging and transportation to the stores, and the time cost of having me repackage rubber bands for an hour when there was plenty of other work for me to do. It was the first time I truly understood the phrase “spending a dollar to save a nickel.”



In many cases, opportunity costs are very clear. For instance, if you have ever waffled between two similarly priced entrees on a restaurant menu, then you have considered your opportunity costs. You know that picking the chicken over the pasta means giving up the enjoyment of eating that pasta, which is precisely why it can be so difficult to decide. By picking the chicken, you are taking the risk that the pasta might have been tastier.

Every transaction is a trade-off between the benefit and the opportunity cost. It’s easy to see what the benefit and opportunity costs might be when choosing between the chicken and the pasta, but many of your regular transactions have much more opaque or abstract trade-offs.

In particular, when you get something for free, you tend to ignore all of the potential opportunity costs to the transaction. This can actually lead to “free” costing you money.

Why It May Cost You More When It’s Free

There is a point in the raunchy 2001 comedy Super Troopers when the brain trust of the group, Farva, is filling up his car with gas. He notices a sign at the gas station advertising a free hot dog with a ten-gallon fill up. Farva is disappointed when his fill up comes to just over nine gallons, so he empties nearly a gallon of gas into a trash can so he can get his free hot dog. He is so focused on the “free” hot dog that he doesn’t realize it would probably cost him less overall to just buy a hot dog on top of his nine-gallon fill up.

I remember thinking, “What an idiot!” while I giggled at the movie. Yet, I (and everyone else) tend to be just as big of an idiot when the word “free” is bandied about.

Just think about the last time you needed to buy something from Amazon. If it was a purchase under the free-shipping threshold, the retail giant helpfully informed you that just adding $X to your order qualified you for free shipping. So, in order to save yourself around $4 in shipping costs, you made an impulse purchase that ended up costing more than what you were saving. I’ve certainly done it, and I’m likely to do it again—as are you. Deep down, we’re not so different from the gas-squandering Farva because we have trouble recognizing opportunity costs when something is free.

THE WORD “FREE” CAN CHANGE YOUR BEHAVIOR

You don’t have to look far to find examples of free offers that make people act in ways they normally don’t. For example, even the most clutter-averse individual will find it difficult to turn down free items offered at conferences or banking offices. Similarly, “free gifts with purchase” can sometimes be enough of an enticement to convince an on-the-fence shopper to make a purchase. In my own life, I remember being unsure whether I really wanted or needed a new blouse—but being convinced that I really ought to buy it because a second one was free.

Dan Ariely, behavioral economist and author of the book Predictably Irrational, observed a promotion in New York City that drives home the reality of how the concept of “free” can scramble our ability to recognize opportunity costs.

A nightclub offered patrons free tattoos for attending an event, so Ariely and his team decided to interview the patrons opting for these tattoos. Fifty-two of the seventy-six people in line for the free tattoo said they would not be getting the tattoo if it were not free—which is pretty startling considering that we are talking about permanent body modification. In addition, four of the people in line for the tattoos didn’t even know what design they wanted, and an additional five did not know where they wanted their new ink.

As the tattoo example illustrates, the concept of “free” affects our behavior. Presumably, fifty-two people in line that night would be tattooless if they hadn’t been offered free tattoos.

Why on earth does the word “free” have such a strange effect on our minds? You can be relatively certain that had the nightclub been offering $1 tattoos rather than free ones, there would not have been seventy-six people in line—and certainly not individuals who didn’t even know what ink they wanted. A $1 tattoo is an incredible deal, but as compared to free it’s less of an enticement to change behavior.

According to Ariely, the issue comes down to a fear of loss. He describes this fear in Predictably Irrational:

Most transactions have an upside [benefit] and a downside [opportunity cost], but when something is free we forget the downside. Free gives us such an emotional charge that we perceive what is being offered as immensely more valuable than it really is. Why? I think it’s because humans are intrinsically afraid of loss. The real allure of free is tied to this fear. There’s no visible possibility of loss when we choose a free item (it’s free). But suppose we chose the item that’s not free. Uh-oh, now there’s a risk of having made a poor decision—the possibility of a loss.

Avoiding this fear of possible loss makes free items seem much more attractive than they really are.
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