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Behavioral economics is a branch of economic research that seeks to add elements of psychology to the normal traditional concepts when making decisions regarding economic factors. It studies the effects of psychological, cognitive, emotional, cultural and social factors on the economic decisions that are carried out by individuals and institutions (Cartwright, 2018). This is meant to explain further on the reasons for the economic actions that are taken by the people or institutions. Economy includes various aspects in which individuals or institutions have to make decisions on. This will influence how investors carry out their investments and also the decisions that consumers face in their day to day lives. The economic participants use behavioral economics to asses and analyze the prevailing economic conditions and thus be able to make critical decisions that will affect their business for long. Behavioral economics entails the use of psychological insights of human beings to explain the various decisions that are carried out by them. The behavior that is exhibited by them goes a long way in influencing the decisions that they make.
Behavioral economics has a lot of importance when it comes to the issue of economics in general. This is because it allows for a better understanding of the human mind and the behavior that they take in relation to economics (Thaler, 2017). Through behavioral economics, one can be able to ascertain the exact reason for an investor investing in a particular business and not another one. The choice that the investor makes is determined by the psychological behavior that he has. This can only be understood through the use of behavioral economics. Behavioral economics has become very popular with most of the people as it has enabled them to understand the non-obvious aspects of psychology and human behavior. They get to know the details that are involved in psychology and the crucial decisions that are made by various people. Consumers play a critical role when it comes to the explanation of behavioral economics. This is because they carry out various decisions in regard to the purchase and consumption of certain products. The choices or decisions that they make are different from each other and this explains the issue of behavioral economics. Their behavior in picking certain products and leaving others is influenced by their psychological mind and the behaviour that they tend to portray. Therefore, behavioral economics is critical in making one understand the behaviours of consumers in regards to the consumption of various products.
One example of behavioral economics is producers offering same products but of different quality. This is something that is meant to give consumers a choice when it comes to the quality of products that they have. The producers use psychology to convince the consumers to choose the products that will be most suitable to them. Another example of behavioral economics is an investor choosing to invest in property as opposed to manufacturing. The human mind of the investor is at play here as he analyzes the two investments and selects one. Therefore, the decision to go with the property field is informed by his mind and behavior and their interplay with economic factors.
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