Part 3:
The Pain of Paying



The “pain of paying” is magnified when

our feelings about spending money

are coupled with consumption.
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To increase the
pain of paying:

— use cash

— receive notification
whenever money
is spent

— increase salience




To decrease the
pain of paying:

— use credit cards
— keep payments hidden

— prepay before
consumption




Prepayment can

focus our attention

on the enjoyment

of an experience.




What is an ideal gift?




The Pain of Paying involves:

the opportunity cost
a "hassle” component

a moral tax, with its
associated guilt

method of payment

timing of payment




We experience less pain of paying

when the form of payment is distanced

from the pure representation of money.
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20 hours

42 95 — each additional hour

or

$9.95 - 5 hours
42 95 — each additional hour
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20 hours

42 95 — each additional hour

$9.95 - 5 hours
42 95 — each additional hour
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End of 1996:
20 hours

42 95 — each additional hour
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End of 1996:
So-hewre unlimited!




marginal cost
constraint
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The pain of paying
influenced the number of

hours that people used

when they switched to

unlimited internet packages.




