
The emergent field of behavioral economics is opening 
opportunities for companies to build stronger relationships with 
their customers.

There is an attractive simplicity to the notion that consumers choose what they most prefer, 

that they are logical decision-makers with abundant time and complete insight into the factors 

determining the choices they make.

But consumer decision-making does not unfold like a game of Pac-Man: systematic digestion of 

information pellets en route to the optimal choice. Numerous factors—many completely unrelated 

WR�WKH�FRUH�LVVXH�XQGHU�FRQVLGHUDWLRQ²FDQ�H[HUW�SRZHUIXO�LQÀXHQFHV�RQ�FKRLFH�DQG�FRQVXPSWLRQ��
And while most marketing leaders recognize this complex reality, they nonetheless often work 

IURP�D�OLQHDU�DQG�VLPSOL¿HG²D�³3DF�0DQQLVK´²YLHZ�RI�WKH�FRQVXPHU�GHFLVLRQ�MRXUQH\�

7KH�ZHOO�GRFXPHQWHG�HPHUJHQFH�RI�EHKDYLRUDO�HFRQRPLFV��%(��KDV�GUDPDWLFDOO\�GHHSHQHG�DQG�
broadened our understanding of consumer decision making. Many marketers, for example, are 

IDPLOLDU�ZLWK�³QXGJHV´²�VPDOO�FKDQJHV�LQ�KRZ�RSWLRQV�DUH�SUHVHQWHG�WKDW�LQÀXHQFH�FRQVXPHUV¶�
FKRLFHV��$V�FRPSDQLHV�LQYHVW�ELOOLRQV�RI�GROODUV�LQWR�DGYDQFHG�LQVLJKWV�WHFKQRORJLHV�DQG�
FDSDELOLWLHV��ZH�EHOLHYH�WKDW�FRPSDQLHV�FDQ�EXLOG�VWURQJHU�UHODWLRQVKLSV�ZLWK�WKHLU�FXVWRPHUV�
WKURXJK�D�PRUH�WKRXJKWIXO�DSSOLFDWLRQ�RI�%(��

The bedrock of belief

$�VKRSSHU¶V�PLQG�LV�QRW�D�FOHDQ�VODWH��,QIRUPDWLRQ�DQG�H[SHULHQFH�DUH�UHIUDFWHG�WKURXJK�WKH�OHQV�RI�
EHOLHI��,QIRUPDWLRQ�WKDW¶V�LQFRQVLVWHQW�ZLWK�WKRVH�EHOLHIV�LV�OLNHO\�WR�EH�UHMHFWHG��(YHQ�H[SHULHQFH�LV�
malleable—we know that for many people the same glass of wine tastes better when poured from a 

$100 bottle than from a $10 bottle. 
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$�GHHSHU�XQGHUVWDQGLQJ�RI�KRZ�EHOLHIV�ZRUN�FDQ�KHOS�PDUNHWLQJ�OHDGHUV�RYHUFRPH�VRPH�FRPPRQ�
PDUNHWLQJ�FKDOOHQJHV��7DNH�WKH�IRRG�DQG�EHYHUDJH�PDUNHW��&RQVXPHU�EHOLHIV�WKDW�KHDOWK\�IRRG�LV�
XQSDODWDEOH�DUH�D�VLJQL¿FDQW�EDUULHU�WR�SXUFKDVLQJ�LW��,I�WKHVH�EHOLHIV�DUH�WRS�RI�PLQG�GXULQJ�
FRQVXPSWLRQ��WKH\�FDQ�DOVR�GLPLQLVK�WKH�SHUFHLYHG�VDWLVIDFWLRQ�RI�WKDW�IRRG�DQG�GLPLQLVK�FKDQFHV�
RI�D�UHSHDW�SXUFKDVH��7KH�SUREOHP�LV�QRW�WKDW�WKH�SURGXFW�LV�EDG��LW¶V�WKDW�FRQVXPHU�EHOLHIV�DUH�VR�
VWURQJ�WKDW�WKH\�RYHUULGH�SHUVRQDO�H[SHULHQFH��,Q�VXFK�VLWXDWLRQV��WKH�timing of disclosure is 

HVVHQWLDO��,Q�WKLV�KHDOWK�IRRG�FDVH��WKDW�ZRXOG�PHDQ�JHWWLQJ�SHRSOH�WR�KDYH�WKH�QHZ�H[SHULHQFH�
¿UVW��WKHQ�GHVFULEH�WKH�KHDOWK�FODLP��$QRWKHU�RSWLRQ�LV�WR�DOWHU�how information is presented. 

)ODYRU�FODLPV�RQ�WKH�IURQW�RI�D�VQDFN�IRRG�DUH�UHOHYDQW�WR�DOO�EX\HUV��,Q�VRPH�FDVHV��LW�PD\�PDNH�
VHQVH�WR�ORFDWH�KHDOWK�FODLPV�RQ�D�VLGH�SDQHO��ZKHUH�WKH\�DUH�DFFHVVLEOH�WR�KLJKO\�LQYROYHG�DQG�
GHOLEHUDWLYH�VKRSSHUV�EXW�OHVV�SURPLQHQW�WR�FRQVXPHUV�ZKR�VKRS�LQWXLWLYHO\���

7KHVH�LQVLJKWV�FDQ�DOVR�FUHDWH�QHZ�RSSRUWXQLWLHV�IRU�LQÀXHQFLQJ�FRQVXPHUV��)RU�LQVWDQFH��
FRQVXPHU�EHOLHIV�DERXW�WKH�DVVRFLDWLRQ�EHWZHHQ�SDFNDJLQJ�DQG�SURGXFW�FDQ�EH�YHU\�LQÀXHQWLDO��
*UHDW�FKRFRODWH�FRPHV�LQ�IDQF\�ER[HV��ODUJH�SDFN�VL]HV�DQG�VLPSOH�FRQWDLQHUV�VWURQJO\�VLJQDO�YDOXH��
3DFNDJLQJ�LV�MXVW�RQH�RSWLRQ��&RPPXQLFDWLQJ�LQIRUPDWLRQ�DERXW�SURGXFW�RULJLQV��PDQXIDFWXULQJ�
SURFHVVHV��DQG�VSHFL¿F�LQJUHGLHQWV�FDQ�DOVR�DOWHU�FRQVXPHU�SHUFHSWLRQV��QRW�MXVW�RI�TXDOLW\�EXW�RI�
WDVWH��)RU�UHWDLOHUV��FRQFUHWH�ÀRRULQJ��YV��WLOH��OHDGV�FRQVXPHUV�WR�SHUFHLYH�WKHLU�SURGXFWV�DUH�
better deals. For brand marketers, messaging that makes people feel guilty about a product can 

enhance product perceptions because consumers associate guilt with pleasure. 

)RU�WKHVH�UHDVRQV��%(�EDVHG�PDUNHWLQJ�VKRXOG�EHJLQ�ZLWK�LQTXLU\�LQWR�ZKHUH�EHOLHIV�RULJLQDWH�DQG�
KRZ�WKH\�JXLGH�FRQVXPHU�EHKDYLRU��$�VLPSOH�VWHS�FRPSDQLHV�FDQ�WDNH�WR�XQFRYHU�WKHVH�EHOLHIV�LV�
PDNLQJ�JUHDWHU�XVH�RI�UHODWLYHO\�VLPSOH�REVHUYDWLRQDO�UHVHDUFK�WR�XQFRYHU�JDSV�EHWZHHQ�ZKDW�
FXVWRPHUV�VD\�WKH\�EHOLHYH�DERXW�D�SURGXFW�DQG�KRZ�WKH\�DFWXDOO\�EHKDYH��7KHVH�JDSV�RIWHQ�UHYHDO�
XQVWDWHG�EHOLHIV�WKH�FRPSDQ\�QHHGV�WR�DGGUHVV��$QG�EHFDXVH�FRQVXPHUV�JHQHUDOO\�DUHQ¶W�DZDUH�RI�
KRZ�LQFLGHQWDO�FXHV�D̆HFW�WKHP��WUDGLWLRQDO�FXVWRPHU�LQWHUYLHZV�DQG�IRFXV�JURXSV�DUH�XQOLNHO\�WR�
UHYHDO�WKHVH�RSSRUWXQLWLHV�

Accounting for goals

0DUNHWHUV�VKRXOG�UHWKLQN�WKH�QRWLRQ�WKDW�FXVWRPHU�QHHGV�DUH�UHODWLYHO\�¿[HG�DQG�VWDEOH�RYHU�WLPH��
:KLOH�FRQVXPHUV�GR�KDYH�SDUWLFXODU�QHHGV��WKHLU�UHODWLYH�VWUHQJWK�DQG�LQÀXHQFH�FDQ�YDU\�
GUDPDWLFDOO\��GHSHQGLQJ�RQ�ZKDW�JRDO�D�FRQVXPHU�LV�DFWLYHO\�IRFXVHG�XSRQ��H�J��EHLQJ�D�JRRG�
SDUHQW��JHWWLQJ�LQ�VKDSH��PDNLQJ�D�JRRG�LPSUHVVLRQ��$FWLYH�JRDOV�GLUHFWO\�D̆HFW�ZKDW�LQIRUPDWLRQ�
FRQVXPHUV�SD\�DWWHQWLRQ�WR��DQG�PXFK�DGYHUWLVLQJ�LV�ZDVWHG�EHFDXVH�LW�LVQ¶W�IRFXVHG�RQ�WKH� 
right goal. 



&RQVLGHU�KRZ�D�PHGLD�FRPSDQ\�XVHG�JRDO�DOLJQPHQW�WR�LQFUHDVH�VDOHV�RI�GLJLWDO�FRQWHQW�
VXEVFULSWLRQV��9LVLWRUV�WR�WKH�FRPSDQ\¶V�ZHEVLWH�ZHUH�DOORZHG�IUHH�DFFHVV�WR�D�FHUWDLQ�DPRXQW�RI�
FRQWHQW�HDFK�PRQWK��EH\RQG�ZKLFK�D�SD\ZDOO�UHVWULFWHG�IXUWKHU�DFFHVV��,W�WXUQHG�RXW�WKDW�PDQ\�
FRQVXPHUV�KLW�WKH�SD\ZDOO�LQ�WKH�PRUQLQJ��EXW�SUHVHQWLQJ�VXEVFULSWLRQ�R̆HUV�DW�WKDW�WLPH�ZDV�
suboptimal, because most people are focused on more immediate goals like getting kids to school 

RU�JHWWLQJ�RUJDQL]HG�IRU�WKH�GD\��%\�GHOD\LQJ�VXEVFULSWLRQ�R̆HUV�WR�ODWHU�LQ�WKH�GD\��ZKHQ�
FXVWRPHUV�ZHUHQ¶W�DV�GLVWUDFWHG�E\�RWKHU�JRDOV��WKLV�FRPSDQ\�ZDV�DEOH�WR�VLJQL¿FDQWO\�LQFUHDVH�
FRQYHUVLRQ�UDWHV�

0DUNHWLQJ�EDVHG�RQ�JRDOV�FDQ�DOVR�GULYH�FKRLFH�LQ�ZD\V�WKDW�ZH�DUH�RQO\�QRZ�EHJLQQLQJ�WR�
XQGHUVWDQG���$FWLYDWLQJ�H[HUFLVH�UHODWHG�JRDOV�ZLOO�LQFUHDVH�WKH�SXUFKDVH�RI�VSRUWV�GULQNV��IRU�
H[DPSOH��HYHQ�LI�RQH�KDV�QR�LPPHGLDWH�SODQV�WR�ZRUN�RXW���,PSRUWDQWO\��DFWLYDWLQJ�JRDOV�LV�QRW�WKH�
VDPH�WKLQJ�DV�DSSHDOLQJ�WR�WKHP��DQG�KHOSV�\RX�GLVFRYHU�PRUH�RSSRUWXQLWLHV���$SSHDOLQJ�WR�JRDOV�
IRFXVHV�DWWHQWLRQ�RQ�WKH�SURGXFW�DQG�WKH�PHVVDJH���$FWLYDWLQJ�JRDOV�RSHQV�WKH�GRRU�WR�PDQ\�RWKHU�
VLWXDWLRQDO�IDFWRUV�WKDW�FDQ�FKDQJH�D�FXVWRPHU¶V�PLQGVHW��H�J���E\�ORRSLQJ�VSRUWV�UHODWHG�
EDFNJURXQG�PXVLF�RU�GLVSOD\LQJ�DQ�LQH[SHQVLYH�¿WQHVV�WUDFNHU�LQ�WKH�EHYHUDJH�DLVOH��

Consumer pressures

1HZ�UHVHDUFK�LV�FODULI\LQJ�ZKHQ��DQG�KRZ�VWURQJO\��GL̆HUHQW�ELDVHV�DUH�OLNHO\�WR�H[HUW�WKHPVHOYHV��
)RU�LQVWDQFH��SHRSOH�PDNH�FKRLFHV�GL̆HUHQWO\�ZKHQ�WKH\�KDYH�MXVW�PDGH�D�VHULHV�RI�RWKHU��HYHQ�
XQUHODWHG��FKRLFHV²D�SURGXFW�RI�VR�FDOOHG�GHFLVLRQ�IDWLJXH��&RQVXPHUV�DOVR�PDNH�YHU\�GL̆HUHQW�
decisions when under time pressure.

0DUNHWHUV�FDQ¶W�PDQDJH�FXVWRPHU�IDWLJXH�RU�WLPH�SUHVVXUH��EXW�XQGHUVWDQGLQJ�WKHLU�H̆HFWV�FDQ�
RSHQ�RSSRUWXQLWLHV�IRU�¿QGLQJ�YDOXH��7KH�PDQXIDFWXUHU�RI�DQ�LFRQLF�FRQVXPHU�SURGXFW�ZDV�
considering a substantial product redesign in light of new products introduced by low-price 

FRPSHWLWRUV��$Q�LQLWLDO�URXQG�RI�UHVHDUFK�REVHUYHG�FXVWRPHUV�DV�WKH\�³VKRSSHG´�IRU�WKLV�SURGXFW�
LQ�D�FRQWUROOHG�VHWWLQJ��7KH�UHVXOWV�ZHUH�QRW�SURPLVLQJ��HYHU\�VLQJOH�FXVWRPHU�FKRVH�D�FRPSHWLQJ�
IHDWXUH�ULFK��ORZHU�SULFHG�SURGXFW��<HW�WKLV�ZDV�SX]]OLQJ²LQ�UHDO�VWRUHV��WKH�FRPSDQ\�VWLOO�
commanded substantial market share. What accounted for the discrepancy?

7KH�DQVZHU�ZDV�VLPSOH��WLPH�FRQVWUDLQWV��,Q�UHDO�VWRUHV��VKRSSHUV�LQ�WKLV�SURGXFW�FDWHJRU\�FKRRVH�
TXLFNO\��7KH\�JHQHUDOO\�VWDUW�ZLWK�WKH�LFRQLF�SURGXFW�DQG�FRQVLGHU�RWKHUV�RQO\�LI�WKH�¿UVW�SURYHV�
XQVDWLVIDFWRU\��7KLV�LQVLJKW�UDGLFDOO\�FKDQJHG�WKH�FRPSDQ\¶V�FDWHJRU\�VWUDWHJ\��(PEHOOLVKLQJ�WKH�
LFRQLF�SURGXFWV�DV�D�ZD\�WR�DWWUDFW�PRUH�FRQVXPHU�DWWHQWLRQ�HPHUJHG�DV�D�ULVN\�RSWLRQ��JLYHQ�WKH�
SRWHQWLDO�IRU�UHGXFLQJ�LWV�³UHFRJQL]DELOLW\´�DQG�DVVRFLDWLRQV��,QVWHDG��WKH�FRPSDQ\�DGRSWHG�D�WZR�
pronged approach: defending their share of iconic products by making small internal design 
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FKDQJHV�WR�¿[�D�NQRZQ�SDLQ�SRLQW�XVHUV�HQFRXQWHU�LQ�XVH��DQG�WKHQ�UHGHVLJQLQJ�RWKHU�ORZ�FRVW�
products in their portfolio to compete against lower-priced brands.

Capturing the value

7DNLQJ�DGYDQWDJH�RI�WKH�IXOO�VFRSH�RI�%(�UHODWHG�LQWHUYHQWLRQV�UHTXLUHV�D�QXPEHU�RI�FRPPLWPHQWV��
Only by testing real products with real consumers in real-world situations can companies hope to 

XQGHUVWDQG�KRZ�WKHLU�FXVWRPHUV�EHKDYH��:KLOH�PDQ\�FRPSDQLHV�YLHZ�WKLV�NLQG�RI�
H[SHULPHQWDWLRQ�DV�SURKLELWLYHO\�H[SHQVLYH�DQG�FRPSOH[��LW¶V�RIWHQ�SRVVLEOH�WR�VFRSH�LQLWLDO�H̆RUWV�
around tractable problems that unearth important insights, establish credibility in the process, 

DQG�SDYH�WKH�ZD\�IRU�PRUH�DPELWLRXV�H̆RUWV��2QO\�ZKHQ�FRPSDQLHV�HPEUDFH�WKLV�OHYHO�RI�
FRPPLWPHQW�WR�EHKDYLRUDO�HFRQRPLFV�ZLOO�WKH\�EH�DEOH�WR�FDSWXUH�LWV�EHQH¿WV��  
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