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Executive Summary
Behavioral Economics is an interdisciplinary 
field that merges insights from behavioral 
science and economics. The field gained 
momentum with the seminal research by 
Daniel Kahneman and Amos Tversky on the 
impact of cognitive biases and heuristics 
on decision-making (Kahneman & Tversky; 
1972, 1979, 1982). Reportedly, these early 
ideas were found to be applicable to deci-
sions concerning healthcare (Stolk-Vos et 
al., 2022), insurance (Barseghyan et al. 2013), 
saving-consumption (Koszegi & Rabin, 2009), 
finance and diverse other economic settings 
(Barberis, 2013).

In contrast to the traditional economic model 
that posits decisions as guided solely by 
rationality, Behavioral Economics focuses on 
the impact of psychological, emotional, and 
social factors on economic decision-making 

(Thaler, 2016). In the context of an increasingly 
digitalized daily life, the infusion of Behavioral 
Economics principles becomes crucial in 
designing interfaces that transcend surface-
level functionality and deeply resonate with 
users.

Acknowledging the complexity of human 
decision-making within the framework of 
Behavioral Economics leads to an approach 
in creating user interfaces that not only meet 
user expectations but also align with users’ 
cognitive and emotional responses. This 
holistic perspective ensures that the design 
and development of interfaces are not 
just about functionality but about creating 
meaningful and resonant user experiences.
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Delving into decision making: 
Theoretical Foundations
Theories of behavioral economics offer frameworks for 
comprehending how individuals process information, assess 
risks and gains, and factor in social dynamics in their decision-
making. Rooted in both psychological and economic research, 
these theoretical perspectives provide valuable insights into 
the intricate facets of human decision-making, forming a 
foundation for enhancing user experiences in various contexts.

The Dual-Process Theory (Kahneman, 
2011) posits a cognitive dichotomy mani-
festing in two cognitive pathways: System 
1, characterized by rapid, automatic, and 
intuitive processes akin to instinctual reac-
tions, contrasts with System 2, embodying 
slower, deliberate, and analytical thinking. 
Understanding these cognitive systems 
provides a predictive framework for discern-
ing individual decision-making approaches 
across diverse contexts. Within digital inter-
faces, this theory is employed in persuasive 
design strategies. Rapid, intuitive process 
of System 1 aligns with the concept of digi-
tal nudging—leveraging cognitive biases 
and heuristics to influence users subtly 
(Mejia, 2021). Incorporating timely remind-
ers, default settings, strategically taps into 
System 1 thinking, steering users towards 
desired actions without impeding their free-
dom of choice. Meanwhile, System 2, thinking 
becomes prominent when users actively 
seek more information or engagement. This 
could include scenarios where users care-
fully compare product specifications, read 
detailed articles, or engage in a step-by-
step decision-making process, representing 
slower and analytical thinking. For example, 
when scrolling through social media feed, 
we quickly like or share posts based on our 

immediate emotional response which is 
characteristic of System 1 thinking, whereas; 
if we find a link to fill out any form on social 
media, we carefully read each question, 
consider our answers, and double-check for 
accuracy which is characteristic of System 
2 thinking.

The Theory of Equity, Reciprocity, and 
Competition, (Bolton & Ockenfels, 2000) 
delves into how individuals consider notions 
of fairness, equity, and competition when 
making choices. This theory underscores that 
individuals not only assess personal bene-
fits but also reflect on what is perceived as 
fair or reciprocal within a social context. For 
example, in Amazon, users have the advan-
tage of comparing similar products which 
allows users to assess the fairness and value 
of a product relative to others. Social proof, 
a related phenomenon, involves individu-
als relying on others’ actions to guide their 
decisions in uncertain situations, mimick-
ing choices under the assumption that they 
represent the correct course of action. An 
example of this is when users are more likely 
to engage with a post on social media if it 
has a high number of likes and shares, as 
they perceive it to be valuable or relevant 
based on others’ positive reactions.
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Prospect Theory, (Kahneman & Tversky, 1979) 
posits that individuals are more averse to 
potential losses than inclined to seek equiv-
alent gains. This theory provides insights 
into how people evaluate and choose 
between different options, considering 
the emotional and psychological factors 
involved. Application of this theory requires 
adept value framing, wherein designers 
strategically present choices to empha-
size the certainty of gains and minimize the 
perception of perceived losses. By fram-
ing options in a way that directs attention 
towards well-thought gains, designers can 
mitigate the mere apprehension of potential 
losses. For example, when prompting users 
to link their bank account with an applica-
tion, instead of saying “Grant access to your 
bank account”, can be framed as “Gain 
personalized financial insights” to empha-
size the benefits of linking their account 
and reduce the perceived threat to security. 
Endowment effect further contributes to this 
understanding by emphasizing that indi-
viduals tend to place higher value on what 
they already possess. This principle can be 

leveraged by setting reference points for 
users, such as progress bars indicating how 
far they’ve come in a process. By showcasing 
users’ progress, designers establish a sense 
of ownership, as individuals become more 
averse to potential losses in terms of the 
progress they have already made.

Rational Choice Theory (Smith, 1887) asserts 
that individuals employ logical assessments 
to make decisions in pursuit of their personal 
objectives. These decisions are oriented 
towards maximizing self-interest, leading 
to outcomes that align with individual goals. 
It highlights the significance of presenting 
information in a clear and concise manner, 
facilitating informed decision-making. 
Interfaces should enable users to system-
atically evaluate choices. Streamlining 
user journeys, reducing cognitive load, and 
highlighting key features are in harmony 
with the rational decision-making process. 
Clear calls-to-action further improve user 
experiences by assisting users in efficiently 
achieving their objectives.
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Gamifying Behavioral 
Economics
Gamification strategies based on these 
theories can significantly enhance user 
engagement (Auf et al., 2021). The dual 
approach to System 1 and 2 thinking can be 
viewed in the context of a fintech applica-
tion. Immediate feedback and rewards for 
completing financial tasks or making sound 
investment decisions could cater to the intu-
itive, automatic system, fostering enjoyable 
financial management. Simultaneously, 
reflective elements like progress tracking and 
financial goal setting could engage users in 
deliberate, thoughtful processes of financial 
planning and decision-making.

Designers can also leverage users’ inclination 
towards fairness and reciprocity by incentiv-
izing desired financial behaviors with rewards, 

discounts, or cashback offers. Incorporating 
social proof, such as showcasing successful 
investment strategies or demonstrating how 
other users have saved money through the 
platform, could subtly influence newcomers 
to adopt similar financial habits.

In the context of prospect theory, the fintech 
application can employ reward systems 
tied to achieving financial milestones, such 
as unlocking badges or reaching savings 
goals. This could transform the financial 
management journey into a series of positive 
achievements, reinforcing prudent financial 
habits and instilling a sense of accomplish-
ment in users.
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Navigating User Choices: 
Key Concepts
At a pragmatic level, specific concepts in behavioral 
economics offer tangible insights to enhance the user 
experience (UX). These concepts, centred around the 
presentation of choices, subtle associations, and cognitive 
processes, guide designers in shaping user interactions.

Choice Architecture is centred on the 
manner in which choices are presented, 
recognizing the profound impact that 
the framing of options can have on deci-
sion-making processes. This concept is 
rooted in the understanding that the presen-
tation of choices, whether through menu 
layout, product display order, or choice word-
ing, plays a crucial role in directing attention, 
emphasizing specific features, and triggering 
cognitive processes. The acknowledgment 
of these factors underscores the signifi-
cance of careful consideration in designing 
how options are framed to effectively guide 
decision-making.

Attribute Priming subtly triggers specific 
associations in individuals’ minds to cata-
lyze decision-making. This technique aims 
to guide consumers in perceiving a product 
in a particular light, thereby impacting their 
decision-making process.

Anchoring describes the human tendency to 
heavily rely on the first piece of information 
encountered when making decisions. It influ-
ences subsequent choices, demonstrating 
the importance of initial impressions in the 
decision-making process.

Cognitive Dissonance (Festinger, 1957) refers 
to the discomfort experienced when individu-
als hold conflicting beliefs or attitudes to their 
behavior. It highlights the human tendency 
to seek consistency in thoughts and actions 
to alleviate this discomfort.

Let’s reimagine these concepts within the 
framework of a fintech application design. 
Employing choice architecture would 
involve strategically placing features like 

“Top Investment Picks” or “Financial Experts’ 
Recommendations” to influence users’ deci-
sion-making regarding their investments or 
financial choices. Attribute priming would 
be implemented through visuals of financial 
success and positive language, associat-
ing financial management with positive 
outcomes and emotions.

Anchoring could be utilized by presenting 
financial products or investment options, 
featuring a well-performing but balanced 
investment portfolio initially to establish 
a positive anchor. This can shape users’ 
perceptions for subsequent comparisons 
and encourage them to consider similar, 
well-structured options.

To address cognitive dissonance (discomfort 
that arises from conflict between atti-
tude and behavior), positive reinforcement 
messages like “Secure your financial future” 
and “Unlock wealth-building opportunities” 
are integrated throughout the application. 
These messages aid users in reconciling 
their belief in the value of financial planning 
and investment with their actions, reduc-
ing discomfort, and encouraging continued 
exploration of the application’s offerings.
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Applying Behavioral 
Economics Insights
The theoretical underpinnings of behavioral 
economics have broader implications for 
various facets of user experience (UX) design. 
Firstly, in the optimization of user onboard-
ing, three key concepts—soft incentives, 
personalization, and cues—assume impor-
tance. Soft incentives, offering future rewards 
linked to emotional or community values, 
effectively enhance engagement. The focus 
on personalization, facilitated by machine 
learning, tailors the onboarding experience 
to individual preferences, cultivating a more 
pertinent and engaging user journey. Cues, 
instrumental in priming, guarantee a seam-
less onboarding process, fostering positive 
mental associations (Batterbee, 2022) as 
exemplified by headspace which strategi-
cally primes users by presenting meditation 
as a positive and beneficial activity rather 
than a chore or obligation. By doing so, they 
induce a mental association of meditation 
with positive attributes like well-being and 
relaxation.

Secondly, these theories and concepts help 
in ensuring long-term user engagement 
according to the BJ Fogg Model (Fogg, 2019), 
a framework centring on Motivation, Ability, 
and Prompt for behavior change in prod-
uct design. Motivation is cultivated through 
strategies like social proof, Ability is induced 
through defaults and attribute priming, 
and strategic prompts, such as nudges, 
reminders, and anchoring, effectively drive 
sustained behavioral change for long-term 
engagement. Behavioral economics also 
extends its application in the domain of 
usability testing. The systematic compar-
ison of design variations acknowledges 
nuanced user preferences shaped by behav-
ioral economics. It empowers designers to 
understand user perceptions and responses, 
validating hypotheses and iteratively refining 
user interfaces in harmony with behavioral 
patterns. 



Exploring Crossroads: Behavioral Economics and User Experience    Viamagus    8

Evolving Experiences: 
Recent Trends
The intersection of behavioral economics and UX design 
continues to evolve, offering innovative trends that enhance 
user experiences. Some of these trends include:

1.Behavioral Maps: These are essential tools 
in UX design, offering a detailed understand-
ing of user journeys and decision-making. 
They go beyond surface-level interactions, 
capturing the psychological nuances influ-
encing users. The primary goal is to provide 
designers with a comprehensive view of user 
behaviors, diverging from linear progres-
sions in conventional journey maps. Crucially, 
Behavioral Maps align seamlessly with 
behavioral economics principles, recogniz-
ing the impact of psychological and social 
factors on economic decisions.

2.CREATE and DECIDE Framework: Analysing 
the CREATE framework (Cue, Reaction, 
Evaluation, Ability Timing, Experience) reveals 
potential behavioral obstacles within each 
micro-behavior that can impede users’ 
conscious decision-making processes. For 
instance, insufficient attentional capture may 
lead to users overlooking critical features, 
resistance to reframing could hinder the 
adoption of new perspectives, and a lack 
of engagement may result from uninter-
esting content. Users may hesitate to take 
the desired action due to activation barriers, 
and factors like monotony or unclear value 

may contribute to low endurance in interac-
tions (Wendel, 2020). Additionally, ambiguity 
in defining the target behavior may lead 
to misinterpretations by users. To tackle 
these challenges, designers can system-
atically apply the DECIDE framework (Guo, 
2008). Starting with defining the problem, 
audience, and desired outcome, design-
ers explore contextual factors influencing 
each micro-behavior and reimagine user 
actions. Crafted interventions, spanning 
visual redesigns to content refinements, are 
systematically implemented and tested. 
Assessing multiple interventions gauges their 
impact on user behavior, guiding subsequent 
iterations based on evaluation results.

3.Personality testing and behavioral 
economics: Designers strategically harness 
insights gleaned from comprehensive 
personality assessments to curate user expe-
riences. Recognizing the impact of individual 
variations in cognitive and emotional traits 
on decision-making processes, this trend 
underscores the significance of personal-
ization in UX design. 
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Challenges & Dilemmas in 
Influencing User Behavior
While behavioral economics offers 
powerful tools for shaping user behavior, 
designers must be mindful of the broader 
ethical implications and potential unin-
tended consequences of their design choices 
(Mejia, 2021). Challenges in applying behav-
ioral economics in UX design encompass the 
potential for unintended consequences and 
the risk of manipulative practices compro-
mising user autonomy (Benner et al., 2022). 
Given that nudges in behavioral econom-
ics leverage irrational decision-making 
processes, product designers face the deli-
cate task of influencing user behavior while 
avoiding the exploitative tactics. This raises 

ethical concerns about compromising user 
autonomy and agency by exploiting deci-
sion-making errors (Thaler, 2016). These 
challenges also intersect with the pervasive 
influence of short content media on user 
behavior. Short messages and content, due 
to their concise and attention-grabbing 
nature, impact neurotransmitter receptors, 
especially dopamine release, contributing 
to habit formation through the habit loop 
(Zhang et al., 2023). Concerns arise when 
UX writers and designers exploit these habit 
loops to manipulate behavior (Portmann, 
2022).

Ethical Design: Sailing 
Through Challenges
The “Ethics by Design” approach (Epley 
& Tannenbaum, 2017) integrates ethical 
considerations into every phase of the design 
process. It recognizes that human behavior 
is influenced by attention, construal (inter-
pretation of situations), and motivation, and 
suggests designing policies, programs, and 
decision environments that align with these 
psychological processes (World Economic 
Forum, 2020). It focuses on capturing user 
attention responsibly, aligning design 
choices with user motivations, and framing 
information to encourage user’s autono-
mous decision- making, thereby promoting 
intrinsic motivations for ethical conduct.

With regard to the short content, UX designers 
can employ strategies to dismantle the habit 
loop. (Portmann, 2022). Designers can advo-
cate the substitution of obsolete routines with 
more healthful alternatives, effectively inter-
rupting the habitual sequence. Incorporating 

consciousness-through elements, such 
as visuals or animations in applications, 
serves to encourage more considered deci-
sion-making, perturbing the habitual course 
by disrupting routine and reward dynamics 
(Natesh, 2023).

By anchoring product development in a 
human-centred approach to design, a 
formidable defence emerges against the 
potential for manipulation inherent in the 
application of behavioral economics. This 
approach goes beyond just functionality, 
considering users’ emotions and satisfaction. 
Strategic design thinking guides decisions, 
ensuring they positively impact users’ lives. 
Ultimately, a balanced approach, rooted in 
human-centred design and strategic think-
ing, creates ethical products that effectively 
balance effectiveness with respect for users’ 
well-being.
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