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From Homo Economicus to Homo Sapiens

Two Different Species?

Human Beings In- Human Beings in
Traditional Economics Behavioral Economics.




What is Behavioral Economics???

*Studies the effects of psychological, social, cognitive,
and emotional factors on the economic decisions of
individuals

PSYCHOLOGICAL,
SOCIAL AND
COGNITIVE FACTORS
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POLL QUESTION

Which of the following would be more likely to motivate you to bring a reusable bag when grocery
shopping?

A) You will get charged 5 cents for a plastic bag.
B) You will get a 5 cent credit if you bring your own bag.




Behavioral Bottlenecks

*Choice/Cognitive Overload
*Psychology of Scarcity
*Ostrich Effect

*Negative Identity Priming
*Procrastination
*Prospective Memory
*Status Quo Bias

*Present Bias

*Social Norms & Social Proof



Choice/Cognitive Overload

* When there are too many choices, people can become
overwhelmed and chose poorly or make no choice at all

* When conditions overburden a person’s cognitive resources, their
mental processes and decision making quality, satisfaction, etc.,
may decline
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Too many choices?
T
coeses BB E

24 choices of jam 6 choices of jam

attracted 609% of the shoppers attracted 409% of the shoppers
3% of shoppers bought jam mof sheppers bought jam







Psychology of Scarcity

*Resource scarcity (e.g., money, time) creates its own mindset,
changing how people look at problems and make decisions

Hidden Brain: Episode 65- Tunnel Vision



https://www.npr.org/player/embed/520136937/520885775




Ostrich Effect

*When people avoid what they think will be bad
news

Hidden Brain: You 2.0- The Ostrich Effect



https://www.npr.org/2018/08/06/636133086/you-2-0-the-ostrich-effect

Negative ldentity Priming

*When communication conveys the agency
views the customer negatively

EPIC DEADBEAT DAD







Procrastination

Procrastination

*Putting off action until a later time, sometimes
failing to do it at all




Prospective Memory

*Remembering to perform a planned action or
intention at the appropriate time

U

FRIENDLY REMINDER



Status Quo Bias

*For better or worse,
people tend to go
along with the status
guo or an implied
“recommendation”




Present Bias
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Looking For Where
| Asked For Your
Opinion

Social Norms
&
Social Proof




Social Norms & Social Proof

*People often take their behavioral cues from social
norms- the perceived behavior of others in their
community

*Social proof is descriptive, accurate information about
how peers behave in a similar situation/endorsement



SOCIAL NORMS

Social norms are the unspoken rules that govern how people interact with each other.
They can vary from culture to culture, and even from group to group within a culture.

ODEFINITION EXAMPLES

o Greeting people when you see
them.

Social norms serve as a social glue,
providing a shared understanding of
appropriate behavior and facilitating
social cohesion. They encompass a
wide range of expectations, from
basic manners and etiquette to
cultural and moral values. Social
norms are learned and reinforced
through socialization processes,
including family, education & media.

e Saying "thank you" for favors.

e Holding the door open for
others.

e Standing up when someone
else enters the room.

o Offering to help someone
carrying something heavy.

HELPFULPROFESSOR.COM




SOCIAL PROOF:

The psychological theory that people

are influenced by others' actions and
will conform to others' actions in order
to have similar results.




# Engagement ~ User-generated content
" Likes, shares, comments, etc. &/  Reviews, social media posts,

comments, etc.

Stamps g  Wisdom of the crowd

Security seals, accreditations, N Followers, downloads, user
"as seen in" banners, etc. ~ metrics, etc.
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“Hey, takin’ on a challenge is a lot like ridin’ a horse.

If you're comfortable while you're doin’ it, you're
probably doin’ it wrong.”’
led Lasso
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