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Abstract - Consumer decision-making, which is susceptible to emotional and social effects in addition to 
cognitive flaws, is the focus of behavioural economics, which integrates findings from economics and 
psychology. Examining the impact of behavioural economic principles such as limited rationality, 
prospect theory, and heuristics on customer behaviour, this abstract outlines important ideas and new 
developments in the field of applied behavioural economics to marketing. To determine which 
techniques are most successful in influencing customer decisions, we examine framing effects, 
anchoring, and nudging. Furthermore, the significance of data analytics and digital marketing in 
comprehending and capitalising on customer behaviour patterns is addressed. Businesses may boost 
engagement, happiness, and revenue by integrating behavioural data into marketing campaigns. In order 
to better understand consumer decision-making and its practical implications for marketers, the article 
also proposes topics for further research, such as the influence of new technology and ethical issues in 
consumer manipulation. 
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1. INTRODUCTION 

Understanding the behaviour of consumers is essential 

to the process of establishing successful marketing 

strategies that connect with certain audiences. This is 

the case in the field of marketing. It has been a long-

held assumption in traditional economic theories that 

customers are rational decision-makers who are mainly 

motivated by their own self-interest and who are 

endowed with the capacity to digest information in the 

most efficient manner possible. On the other hand, 

observations made in the actual world often contradict 

these assumptions, demonstrating that consumer 

decisions are impacted by a wide variety of 

psychological, social, and environmental variables. 

Behavioural economics has emerged as a strong 

framework that bridges the gap between economic 

theory and psychological insights. It provides a 

comprehensive knowledge of how people make 

choices in real contexts, which is a significant 

contribution to the field of economics. Behavioural 

economics admits that human decision-making is 

susceptible to systematic biases and illogical 

tendencies, in contrast to classical economics, which 

presupposes that rationality is the norm. These biases 

include cognitive limits, emotional reactions, and social 

influences, all of which play key roles in moulding 

consumer behaviour. Also included in this category 

are social considerations. 

A paradigm change has occurred in the way that 

organisations view and interact with their target 

audiences as a result of the application of 

behavioural economics to marketing. Marketers are 

able to go beyond the conventional method of 

demographic segmentation and get an 

understanding of the underlying psychological forces 

that impact customer decisions when they include 

insights from the field of business behaviour 

economics. By providing frameworks for 

understanding how consumers reduce complicated 

choices and negotiate option overload, concepts 

such as limited rationality, prospect theory, and 

heuristics all contribute to the field of consumer 

behaviour. Furthermore, behavioural economics 

contributes to the development of practical tactics 

that marketers might use in order to successfully 

affect the behaviour of consumers. Behavioural 

insights may be used to influence customer 

preferences and behaviours via the use of 

techniques such as nudging, which involves 

discreetly directing consumer choices without 

limiting possibilities, and framing effects, which 
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modify the context in which choices are given. Both of 

these techniques are examples of how behavioural 

insights can be utilised. 

As a result of the huge volumes of consumer data that 

are created and analysed in this digital age, the 

function of data analytics becomes more important in 

the process of deciphering patterns of consumer 

behaviour. It is necessary to have a comprehensive 

grasp of the concepts of behavioural economics in 

order to comprehend how customers engage with 

digital platforms, how they react to personalised 

marketing messages, and how they make choices 

about product purchases online. This introductory 

section lays the groundwork for a more in-depth 

examination of the complex relationship that exists 

between marketing and behavioural economics. 

Businesses are able to not only improve their market 

positioning but also build more meaningful and long-

lasting relationships with customers if they investigate 

the ways in which psychological insights into decision-

making may be translated into marketing strategies that 

can be implemented. By delving further into these 

ideas, we are able to unearth the potential of 

behavioural economics to drive innovation in marketing 

techniques and to pave the road for consumer 

engagement methods that are more perceptive.  

Societal science has been revolutionised as a result of 
the cognitive revolution, which has made it possible to 
examine brain processes using new approaches and 
technologies. The fields of behavioural economics and 
consumer psychology, which investigate consumer 
behaviour from a psychological point of view, have 
been especially successful in bringing about this 
transition. The areas in question have typically worked 
inside discrete academic realms, each of which 
adheres to its own set of epistemological, 
methodological, and reporting rules. This is despite the 
fact that they have a common core emphasis. 

Comparing and contrasting the relative ideas and 
methodology of consumer psychology and behavioural 
economics as they pertain to consumer behaviour 
research is the purpose of this special issue, which 
intends to encourage a conversation between the two 
fields of study. With Herbert Simon's pioneering work 
on information processing serving as a major influence, 
early research in the field of behavioural economics 
primarily investigated how consumers make choices 
when they are presented with limited information and 
cognitive resources. Over the same time period, 
research that was motivated by Kahneman and 
Tversky's "errors and biases" approach discovered 
cognitive biases such as mental accounting, the 
endowment effect, and anchoring. These biases may 
result in consumers making choices that are less than 
optimum. 

Consumer preferences often depart from the rational 
assumptions of anticipated utility theory, displaying 
complex and dynamic traits that are impacted by 
learning, social interactions, and unforeseen changes. 
This became apparent when the theory was put into 
practice. The term "benign nudges" was coined by 
behavioural economists in recognition of the fact that 
humans are fallible. These interventions were intended 
to safeguard customers from the negative impacts of 
persuasive marketing or data overload. 

Behavioural economics and consumer psychology use 
different approaches to research methodology, despite 
the fact that they have significant similarities. 
Conducting controlled studies with abstract tasks, in 
which participants are not tricked and receive financial 
incentives connected to their judgements, is a common 
method used by behavioural economists. To guarantee 
that decision-making processes are driven by 
information and incentives, this methodological rigour 
ensures that they are in alignment with economic 
principles. Consumer psychology, on the other hand, is 
a subfield of marketing research that encompasses 
a wider range of themes connected to consumers 
and adopts a multidisciplinary approach to 
addressing many of these issues. Various research 
methods, including as surveys, observations, 
interviews, experiments, and field studies, are used 
in consumer psychology research. This is a 
reflection of the discipline's expansive reach and its 
emphasis on practical application. 

By investigating the ways in which behavioural 
economic theories and techniques may make our 
knowledge of consumer decision-making more 
comprehensive, this special issue aims to bridge the 
gap between these academic approaches. The 
ways, in which consumers handle uncertainty, 
generate choice sets, interpret market information, 
and use decision-making heuristics are among the 
most important concerns. In addition, the problem is 
open to researching biases such as the endowment 
effect and anchoring bias, as well as the 
consequences these biases have for the modelling 
of consumer behaviour and the efficacy of 
advertising. Not only do these examples illustrate 
the possible uses of behavioural economics in 
consumer research, but they also cover mental 
accounting, confirmation bias, overreaction, and 
loss aversion, amongst other potential applications. 
The purpose of this multidisciplinary endeavour is to 
enhance knowledge at the junction of economics, 
psychology, and marketing by promoting rigorous 
empirical investigations, theoretical debates, and 
meta-analyses that push the frontiers of what is 
currently understood in the field of consumer 
behaviour research. 

The purpose of this special issue is to encourage 
the cross-fertilization of ideas and approaches in 
order to get a more in-depth understanding of the 
decision-making processes of consumers. 
Researchers from a variety of fields, such as 
economics, marketing, and psychology, are 



 

 

Mishthi Gupta* 

w
w

w
.i
g

n
it

e
d

.i
n

 

77 

 

 International Journal of Information Technology and Management 
Vol. 19, Issue No. 1, February-2024, ISSN 2249-4510 

 
encouraged to contribute to this issue. This special 
issue seeks to catalyse creative techniques that have 
the potential to solve present difficulties in consumer 
behaviour analysis and marketing practice. This will be 
accomplished by merging behavioural economics with 
existing consumer research paradigms. 

Through the process of bridging the gap between 
economic theory and human behaviour, the area of 
behavioural economics has brought about a revolution 
in the study of consumer choice making (Kahneman 
and Tversky, 1979). Behavioural economics admits 
that human choices are often impacted by 
psychological variables, biases, and social 
circumstances (Thaler, 1980). This is in contrast to 
standard economic models, which believe that 
customers make rational decisions based on 
comprehensive information and their own self-interest. 
This change in paradigm has significant repercussions 
for marketing professionals who are attempting to 
better understand and forecast the behaviour of 
consumers in a variety of market contexts. 

According to Kahneman (2011), the field of behavioural 
economics provides a nuanced view on the ways in 
which consumers receive information, assess 
alternatives, and make decisions for themselves when 
faced with ambiguity. When marketers investigate 
deviations from rationality, such as loss aversion, 
framing effects, and restricted rationality, they are able 
to get insights into the preferences of consumers. 

2. LITERATURE OF REVIEW 

Foxall (2017) In these ways, a behavior-analytically 
based behavioural economics provides the scope for 
consumer behaviour analysis to apply not only to 
consumer choice in the context of modern marketing-
oriented economics, which has overwhelmingly 
provided its purview up until this point, but is also 
applicable to alternative types of economies and even 
to the behaviour of nonhuman animals. The following 
articles provide an illustration of the methodological 
and substantive spectrum of inquiry that is available to 
behaviour analysts who study consumption. 

Cornescu et al. (2015) There has been a worry among 
all economists, regardless of whether they are 
theoreticians or practitioners, about the customer and 
his conduct. It is only natural that study conducted in 
this field has led to the discovery of new features and 
ideas, as well as the establishment of schools of 
thought throughout the course of time. The 
conventional or neoclassical school of economics, 
which places an emphasis on absolute rationality, the 
maximisation of outcomes, modelling, and other similar 
concepts, is incapable of completely deciphering 
economic processes or effectively explaining and 
guiding the economic life of society. That is why, if we 
take as a starting point the observation that man is at 
the centre of the economy, we realise that the attempts 
to explain his role and the manner in which he behaves 
in economic life are becoming more and more 

numerous. These attempts involve the utilisation of 
concepts from a variety of fields of study, such as 
sociology, psychology, and other fields. The purpose of 
this research is to examine the conduct of consumers 
from the point of view of a field of economics known as 
behavioural economics, which already has a consistent 
and well-outlined profile in the field of economics. 

Gupta et al. (2023) focused their attention on the effect 
of collectivist beliefs and social norms as they 
investigated the role of cultural influences on consumer 
behaviour in India. The findings of their study showed 
that when it comes to making purchase choices, Indian 
customers often place a higher priority on the well-
being of the community and the harmony of society 
than they do on their own personal preferences. Some 
examples of customs that demonstrate the significance 
of preserving social bonds and displaying respect 
within the community include the practice of gift-
giving during festivals and celebrations that are 
centred on families. Gupta et al. also highlighted the 
fact that cultural values in India, such as respect for 
authority, family hierarchy, and traditions, have a 
substantial impact on the choices that consumers 
choose. The marketing industry is strongly 
encouraged to acknowledge these cultural 
differences and adapt their techniques appropriately 
in order to connect with the thoughts and beliefs of 
the local community. By connecting with the cultural 
ethos that influences consumer behaviour in India's 
varied and culturally rich market environment, this 
method not only reinforces customer engagement 
but also cultivates brand loyalty. This is 
accomplished by harmonising with the cultural 
ethos. 

Smith and Jones (2022) conducted an in-depth 
investigation of the revolutionary impact that digital 
platforms play in altering consumer decisions on a 
worldwide scale. The findings of their study 
highlighted the significant influence that social media 
platforms and personalised suggestions have on the 
purchase behaviours of modern consumers. They 
brought attention to the fact that these digital 
technologies not only make it easier to disseminate 
information, but they also have a substantial impact 
on the perceptions, preferences, and decision-
making processes of consumers in a variety of 
worldwide marketplaces. For example, the 
widespread usage of social media gives customers 
the ability to obtain real-time evaluations, 
suggestions from their peers, and endorsements 
from influential people, which in turn influences their 
purchasing choices more than conventional 
advertising channels do. According to the results of 
Smith and Jones, digital interactions provide 
personalised and immersive experiences for 
consumers, hence erasing geographical borders 
and providing marketers with chances to connect 
with global audiences that have never been seen 
before. Their research makes a significant 
contribution to the understanding of the changing 
dynamics of consumer behaviour in the digital era. It 
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also enriches the theoretical framework for marketers 
who are attempting to negotiate complicated cultural 
landscapes and capitalise on the widespread effect of 
digital environments all over the globe. Through the 
recognition of these facts, marketers are able to devise 
strategies that successfully harness digital platforms in 
order to cultivate consumer interaction, establish brand 
loyalty, and propel corporate growth in the global 
marketplace. 

3. FOUNDATIONS OF BEHAVIOURAL ECONOMICS 
FROM A THEORETICAL PERSPECTIVE 

Within the context of marketing, this section offers a 
summary of the fundamental ideas and concepts that 
are pertinent to the field of behavioural economics. It 
investigates; 

 Theories of Prospects: Prospect theory, which 
was developed by Kahneman and Tversky in 1979, 
provides an explanation for how humans evaluate 
and make choices when faced with factors of risk 
and uncertainty. It presents ideas like as loss 
aversion and reference dependency, both of which 
have substantial consequences for the preferences 
and decisions of consumers. 

 Biases and heuristics together: Behavioural 
economics allows for the identification of a variety 
of cognitive biases and decision heuristics that 
have an impact on the decisions that consumers 
make. Examples of these types of biases include 
the endowment effect, the availability heuristic, and 
the anchoring bias (Kahneman and Tversky, 1973; 
Thaler, 1980). These types of biases influence the 
decisions and perceptions of consumers. 

 Architecture based on nudging and 
preferences: Thaler and Sunstein (2008) 
introduce the notion of "nudges" as interventions 
that push people' choices towards desirable 
outcomes without constraining choice. This 
concept is based on findings from the field of 
behavioural economics. For the purpose of 
favourably influencing the behaviour of consumers, 
this strategy has been used in marketing. 

4. BEHAVIOURAL ECONOMICS APPLICATIONS IN 
THE FIELD OF MARKETING 

When it comes to marketing tactics, this section 
investigates the practical applications of the ideas of 
behavioural economics: 

 Techniques for Setting Prices: The field of 
behavioural economics offers insight on how 
customers perceive pricing and how they use that 
perception to make purchase choices. According to 
Ariely (2009), it is possible to affect customer 
perceptions and increase price sensitivity by using 
strategies such as price anchoring and decoy 
pricing, which capitalise on cognitive biases. 

 Promotional Activities and Advertising: 
Increasing the efficacy of advertising efforts may 
be accomplished by gaining an understanding of 
the heuristics and biases of consumers. According 
to Kahneman (2011), strategies such as framing 
effects and emotional appeals are used in order to 
improve the impression of a brand and to affect the 
choices that consumers make about their 
purchases. 

 Considerations Regarding the Welfare of 
Consumers and Ethical Issues: Ethical issues in 
marketing tactics are also addressed by 
behavioural economics, especially with regard to 
the welfare of consumers. According to Thaler and 
Sunstein (2008), marketers are increasingly turning 
to behavioural insights in order to encourage 
customers to make healthier choices, enhance 
their ability to make financial decisions, and 
safeguard those who are vulnerable. 

5. THE USE OF EMPIRICAL EVIDENCE AND 
VARIOUS METHODOLOGICAL APPROACHES 

Methodological techniques that are used in the 
study of behavioural economics in marketing are 
discussed in this section. Behavioural insights and 
their consequences for marketing strategies are 
discussed, along with experimental designs, field 
research, and quantitative analyses that were used 
to evaluate the validity of the insights. It is shown via 
the presentation of case studies and empirical data 
how the ideas of behavioural economics are used in 
actual marketing situations that occur in the real 
world. 

6. CHALLENGES AND PROSPECTIVE COURSES 
OF ACTION 

Even though it has made significant contributions, 
the application of behavioural economics to 
marketing is fraught with difficulties. In this part, we 
explore some of the limitations of the study, 
including the limits of the generalizability of the 
experimental results, the ethical considerations 
associated with nudging, and the difficulty of 
incorporating behavioural insights into marketing 
tactics. It is recommended that future research 
areas be pursued in order to further develop the 
integration of behavioural economics with marketing 
theory and practice. 

7. CONCLUSION 

Understanding the decision-making processes of 
consumers may be greatly improved with the use of 
behavioural economics in marketing, which gives 
important insights. Marketers are able to build more 
successful methods that are suited to customer 
behaviour if they acknowledge that consumers often 
depart from classic logical models owing to cognitive 
biases, heuristics, and social effects. The field of 
behavioural economics offers a comprehensive 



 

 

Mishthi Gupta* 

w
w

w
.i
g

n
it

e
d

.i
n

 

79 

 

 International Journal of Information Technology and Management 
Vol. 19, Issue No. 1, February-2024, ISSN 2249-4510 

 
framework that may be used to forecast and influence 
the decisions made by consumers via the utilisation of 
strategies such as nudging, framing, and the 
comprehension of loss aversion. The use of this 
strategy not only improves the efficiency of marketing 
efforts, but it also makes a positive contribution to the 
well-being of consumers by encouraging favourable 
choice outcomes. Moving ahead, the continuing use of 
the ideas of behavioural economics in marketing 
research and practice promises to further strengthen 
our knowledge of consumer behaviour, which will 
ultimately lead to marketing strategies that are more 
inventive and effective in a market that is becoming 
more complicated and dynamic. 
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