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Applying cognitive psychology to the study of information and processes of choice has made it con-
siderably easier to understand consumer behavior. This makes it possible to manage consumers far 
more effectively than ever before. Its applications in the areas of offering, pricing and selling can 
yield important dividends as well as improving customers’ appreciation of the value on offer. Behav-
ioral economics and behavioral technology should be used to identify factors essential to designing 
a dynamic and intelligent commercial strategy, as the author explains. Author Enrico Trevisan, Ph.D., 
is a Partner with Simon-Kucher & Partners Strategy & Marketing Consultants. He can be reached at 
Enrico.Trevisan@simon-kucher.com. 

Removing Commercial Boundaries:  
Applying Behavioral Technology and Economics

T
here is ample scope for improvement in terms of the ex-
tracting of value both as regards the choice of products 
on offer and the setting of prices. Very often neither the 
types and the number of products sold nor the levels 

of discounts offered fully match the potential of the client. The 
reason for this can largely be ascribed to a poor understanding 
of the manner in which purchasing decisions are made by the 
buyer. This extends from the initial design and development of 
the product to the communication of its utility during the sales 
process. Behavioral economics offers new and interesting ideas 
for tackling this problem by supplying important insights into the 
decision-making processes of consumers. Its applications in the 
areas of offering, pricing and selling can yield important dividends 
as well as improving customers’ appreciation of the value on offer.

Behavioral Economics and  
the Architecture of Choice
Emerging at the end of the 70s from the work of Daniel Kahneman 
and Amos Tversky, behavioral economics can claim the credit for 
the evolution of microeconomic theory toward a more realistic 
and pragmatic conception of the behavior of economic agents. 
The consumer is no longer seen as a rational machine intent on 
maximizing his own utility based on a complete and stable set 
of preferences, instead becoming a ‘normal’ person who is in-
fluenced by the context, by the manner in which alternative op-
tions are presented and by the mental effort involved in choosing 
between these. A series of hypotheses derived from these key 
ideas and relating to purchasing behavior have been tested in a 
number of studies and experiments which have yielded results 
compatible with behavioral theories, proving extremely useful in 
the definition of commercial strategy.

In an experiment involving a total of 465 people, illustrated in 
Image 1-A, for example, we asked a control group to indicate 
their preference between a current account priced at €2 and a 
premium account priced at €4, with the result that 65% opted 
for the more expensive product while the remainder selected 
the product at €2. A different group was offered the same al-
ternatives, but was told that for the first year the price would be 
0, regardless of the product chosen. In this case the number of 
preferences for the basic product rose to 52% while those for 

the premium product fell to 48%. Although the two products re-
mained the same and the incentive to take the €4 product was 
greater due to the increased saving in the first year, the number 
of preferences for the less expensive product increased by 17 
percentage points. A third group was offered the same alterna-
tives once again, but with the price for the first year increased 
from 0 to €6. The justification on this occasion was no longer 
the immediate incentive but a sharp reduction of the fee charged 
from the second year on in recognition of clients’ loyalty. This time, 
paradoxically, it was the premium product which increased its 
market share, rising from 65% to 79%. Although from a rational 
point of view this shift in preferences is inexplicable because the 
choices on offer were identical in the three experiments, in the 
context of behavioral economics it is easy to account for. The 
basic idea is that the buyer at the moment of purchase does not 
always have a clear idea in mind of what he wishes to acquire. 

Assuming a certain orientation, the consumer makes generalized 
use of information immediately accessible during the decision-
making process in order to evaluate the options on offer. In the 
case described, not having a clear idea of the type of current 
account he needs, his choice is strongly influenced by the price. 
In the products offered to the first group, the consumers were 
faced with a scenario where both alternatives were offered for 
free for the first year. This price then became a reference point 
with regard to the normal prices, making the sum of €4 appear 
very high in relation to the price for the first year. This comparison 
thus led to an increase in consumers’ price sensitivity, with the 
result that the lower-priced product met with greater success 
than was the case in the control group. However, in the second 
experiment, the starting price of €6 made the €4 fee appear less 
expensive, leading to an increase in the number of preferences 
for the corresponding product. The lesson we can draw is the 
following: it is not only the product in absolute terms which de-
termines the distribution of preferences among consumers, but 
also the relationship between the list price and the reference 
price provided by the specific commercial offer.

In another experiment (see Image 1-B) we assessed another im-
portant decision-making phenomenon identified by behavioral 
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economics: loss aversion. A group of 58 people was invited to 
exchange a savings account offering a 4% return with a 6-month 
minimum deposit period for an account paying 3% with the same 
minimum commitment. Participants in the study were told that 
interest rates were falling and therefore the bank could no lon-
ger offer a 4% return but was still able to offer an attractive rate 
of 3%. The same proposal was presented to a second group 
of participants, but in this case the rate of return was increased 
from 1% to 2%, with an identical time restriction. This time the 
explanation given for the pricing levels was the opposite, i.e. that 
the bank was able to offer improved conditions due to rising re-
turns on savings deposits. Where in the first case only 48% of 
savers were willing to accept the new terms, in the second 84% 
gave a positive response. Once again, this result is completely 
anomalous in terms of economic rationality. Under identical 
conditions, the number of people who were prepared to accept 
a 2% rate of return was 36 percentage points greater than the 
number who were willing to accept 3%. This type of anomaly 
can however also be explained by reference to the principles of 
behavioral economics. 

A fundamental role at the moment of evaluating a choice is played 
not only by the intrinsic value of the option itself, but also by its 
divergence from a preceding condition. In passing from a 4% rate 
to a 3% rate, what counts is not so much the fact of obtaining a 
return of 3% as the fact of losing 1 percentage point in compari-
son to the rate offered previously. Similarly, in the second case, 
the important thing was not so much the fact of obtaining a 2% 
return as the increase of 1 percentage point in comparison to the 
original situation. Here again it was preferences of a comparative 
nature, decisively influenced by the underlying points of reference 

used to evaluate the alternatives, which played a decisive role.

In a further experiment (see Image 1-C) we examined the manner 
in which a choice between two alternatives can be influenced 
by a third alternative, even if the latter in itself does not repre-
sent an interesting option. We asked a first group of 140 people 
to choose between a basic current account priced at €1 and 
a package consisting of a current account and a credit card at 
a price of €2.50. This revealed a preference for the bundle in 
59% of cases. A second group of 152 people was offered the 
same alternatives, with the addition of a third option in the form 
of a credit card (identical to the one in the package) at the same 
price of €2.50. In this second group, the number of people inter-
ested in the package rose to 78%, an increase of 19 percentage 
points. Apart from the 1% who opted for the credit card, demon-
strating an outright rejection of the current account included in 
the package, the introduction of an alternative which was clearly 
sub-optimal — i.e. the credit card sold alone at the same price 
as the package — led to an increased attractiveness for the lat-
ter. This change in appraisal arose because the credit card sold 
separately made it very easy for the consumers in group 2 to 
appreciate the value of the package. Having labeled the pack-
age option as attractive in comparison to the credit card, many 
participants intuitively extended this aspect of the package to 
the other frame of reference, i.e. the current account offered 
singly. This did not apply however in the case of the first group, 
which found itself faced with the difficult task of assessing the 
expected utility of the two offers in relation to two different prices 
without any simple point of reference to facilitate the compari-
son between the different options. The standalone credit card 

Image 1   – A, B & C
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simplified the process of identification of the best-value product 
without fundamentally altering the options at stake. In this con-
text, the alternative which was easiest to evaluate became, for 
this very reason, the preferred choice.

Case Study – Part I:  
From Packages to Modular Offers
The experiments show that the consumer’s decision-making 
process is far removed from the classical model of economic ra-
tionality. Together with the cost / benefit ratio which the decider 
anticipates from a given product, many other factors determine 
the final choice, such as the alternatives on offer, the availability 
of a reference price and the cognitive effort involved in the as-
sessment of the various products under consideration. In this 
regard, the organization of a value proposition based on a modu-
lar format seems better suited to satisfying the decision-making 
processes of the consumer than the classical package model. 
Born of the need to make the various components of an offer fit 
within a single sales proposition, bundling enables a potential 
for cross-selling to be combined with a reduction in overall price 
level. On the basis that the willingness to spend deriving from 
certain components of the offer can be transferred to others, bun-
dling is seen as an excellent pricing model for situations where 
certain products which are much in demand are associated with 
others which are less attractive. By containing everything within 
a single offer, companies have been able to cash in on the value 
created by strong products while at the same time managing to 
raise volumes on weaker ones. This system has been particularly 
advantageous in cases where cross-selling incentivized through 
bundling has generated a systems business able to reap the re-
wards of a strong network effect. The canonic example here is 

Microsoft’s Office suite. Another combination suited to bundling 
is when products which are particularly appealing vary for differ-
ent segments of consumers. Here, without the need to develop a 
sophisticated system of segmentation and differentiation of the 
offer, bundling permits maximum extraction of value by offering a 
single solution for differing groups of customers, with at least one 
of the products satisfying their various preferences. Thus it was 
unnecessary for McDonalds to decide whether to sell burgers 
or soft drinks in order to become the biggest seller of burgers in 
the world and one of the biggest of Coca Cola.

Although it has brought such significant commercial advantages, 
bundling has also revealed a number of weaknesses. Frequently 
the tendency has been to bundle together products which are 
highly complementary to each other or which possess a very simi-
lar specific appeal. A package made up of banking transactions, 
payments and internet banking for example has meant offering 
discounts to combine services which are in any case linked by 
their very nature. An even greater problem has emerged when the 
content and the number of packages has been expanded exces-
sively to encompass 5 or even 6 elements, some differentiated 
by varying price levels and / or changing rules regarding the ap-
plication of flat rate tariffs and presented within 4 or 5 different 
types of package. This has led to product descriptions consist-
ing of tables containing 20-30 entries whose complexity causes 
problems of interpretation. This means the advantages of the 
deal are obscured by the complexity of the offer (see Image 2). 
The consumer, in order to avoid the mental effort necessary to 
process all this information, thus turns toward an element which 
is easier to understand and compare: the price. Such attention 

Image 2
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tends to generate sensitiveness and this, for prices, generally 
means a reduction in willingness to purchase and pay. An at-
tempt to promote cross-selling ends up promoting down-selling.

The rationale behind the modular approach is designed to over-
come this type of problem. First of all the whole offer is broken 
down into individual value categories which can be mixed and 
matched according to the specific needs of the client. This means 
that the complex problem of understanding a multiple offer can 
be broken down into a sequence of small specific choices. The 
mental effort involved is considerably reduced thus allowing 
greater scope for consideration of the utility of the product. In 
view of the decisive influence of the choices available and of the 
points of reference in the decision-making process, the modu-
lar system seeks to provide 3 or 4 alternatives – known as units 
of value – for each value category, so that the consumer is able 
to identify simple procedures in order to assess the alternatives 
available. The varying preferences of consumers are met by of-
fering for each value category a basic and a premium option to-
gether with 1 or 2 additional compromise options. Preferences 
need not necessarily remain fixed on a basic or a premium option 
for all types of service. Exactly as for the value categories various 
levels of discount can also be included in the modular system 
and these can likewise be differentiated on the basis of various 
criteria of merit on the part of customers.

Image 3 gives an example of a modular offer in relation to banking 
operations for retail customers. In particular, care has been taken 
to satisfy the financial needs of the varying types of customer in 
the definition of the value categories. Alternative product and 
service elements were then specified for each type, and these 
can be individually acquired or revoked thus ensuring complete 
flexibility in accordance with clients’ changing needs over time. 

A fixed monthly price was assigned to each element of value. 
This price was cheaper than the list price, but could not be fur-
ther discounted by the sales force. However, in order to maintain 
some room for maneuver in adapting the price to the peculiari-
ties of the client or of the contract certain discount levels were 
set which could be automatically applied on the basis of specific 
client profile or behavior. This replaced the ad hoc element in of-
fering discounts with a logic whereby discounts were linked to 
value created for the bank. 

Referring to Image 3 it is very clear that for all categories of value 
the client is able to choose between at least 3 alternative value 
elements. For example, 4 different options are available for charge 
cards. Through the application of these mechanisms the client 
has a number of different options which are easy to compare 
precisely because they refer to individual components of the of-
fer. This has the great advantage of minimizing the mental effort 
needed to make the comparison, so that he or she is able to fo-
cus on the effective utility obtainable from the various options. 

Even when the consumer has no clear idea of the relative utility 
which can be derived from the different options in themselves, 
the fact of having a range of value elements at least predispos-
es him to adopt a comparative approach. Although it may seem 
paradoxical, sometimes it is easier to decide if we are interested 
in a product when an alternative is on offer. This is because our 
preferences are rarely well-defined and precise. If we wish to gain 
an exact idea in absolute terms of whether a charge card has a 
value to us which is greater or less than €2 a month, by compar-
ing it with an offer of €3 for 2 credit cards we might conclude 
that the 1-card option does not represent particularly good value 
for money leading us to prefer the 2-card option. At an average 

Image 3
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price of €1.50 per card (i.e. €0.50 cheaper than the single card) 
we might consider the second option to be more interesting and, 
on that basis, decide that instead of sharing a card with our wife / 
husband, it might make more sense for each to have a card. Our 
preference will thus be directed to the second option as offering 
better value and greater utility, and not because of its value and 
utility in absolute terms.

Another important aspect of offers based on a modular principle 
is that they emphasize value for money rather than just price or 
cheapness. For each single value element the consumer is given 
access to clear information regarding the product or service and 
the price. This complete transparency in regard to costs is com-
bined with an equally clear message in terms of utility. A specific 
comparison (of single elements of value with the relevant prices) 
allows a more balanced analysis of costs and benefits than a ge-
neric comparison (of a number of services contained in a pack-
age with an associated overall cost). This avoids the risk that a 
prominence effect will be applied to the price in conjunction with 
an obliviousness effect in relation to the value, in other words 
the risk that purchasing decisions will be made taking account 
of the price alone, with slight consideration of the products and 
services corresponding to that price.

4. Case study – Part II: Behavioral  
Technology and the Selling Wizard
Hitherto we have explored the idea of modularity in terms of 
the architecture of the offer, highlighting the fact that decision-
making is strongly influenced by considerations of simplicity and 
comparability. It is fundamental that these aspects should be in-
corporated into the product description and sales pitch as well 
as the product design and specification phase. In this context a 
type of software known as a Selling Wizard has shown itself to 
be particularly useful. The importance of information has always 
been given full recognition in the theory of choice, which normally 
incorporates the costs of finding information and the value of its 
use into its models. But the manner in which the decider effec-
tively collects and uses information has been less extensively 
incorporated into classical models. 

Since the 1950s however, first with Herbert Simon’s studies of 
limited rationality and later with Tversky and Kahneman’s inves-
tigations of heuristics, a much greater body of knowledge has 
been developed in this regard. Basically, it has been revealed that 
the decider tends to (consciously) base his search for informa-
tion on the principle of satisfaction while (unconsciously) mak-
ing extensive use of cognitive short cuts whose processing will 
require a minimum of mental effort. This means that we cease to 
look for new information as soon as we have the impression that 
we have acquired a sufficiently broad view of the situation and 
we seek to apply this information essentially by making extensive 
use of what amounts to rules of thumb. 

The result is generally satisfactory in terms of costs and ben-
efits but in many contexts is subject to systematic error (bias) in 
comparison to classical economic and statistical approaches. 
Beginning from this knowledge set, the Selling Wizard has the 
task of simplifying the user’s effort in searching for information 
as much as possible, while giving him access to everything he 
needs to know in order to make an informed and rational choice. 
At the same time, the algorithms attempt to anticipate the heuris-

tics used by the consumer during the purchasing process and to 
provide the relevant information to serve as prompts. 

One of the first key aspects of the construction of the Selling 
Wizard is the design of the interface (see Image 4-A). Great care 
must be taken with the graphics and language interface as these 
are fundamental from the point of view of brand image and must 
reflect company guidelines. Attractive colors and illustrations, 
user-friendly and interactive commands, and rapid and intuitive 
navigation will all constitute key elements. Web technology now 
offers infinite scope for optimally meeting these requirements and 
the only limitations relate to creativity in marketing and communi-
cation rather than to technological or price constraints.

A well-designed Selling Wizard is not limited to effective lan-
guage and engaging graphics however, as it must also offer the 
user the relevant information at the right time, anticipating how 
this information will be interpreted and used. This means that the 
logic of navigation will play an equally important role (Image 4-B). 
One of the typical ways that the decider seeks to limit the men-
tal effort involved in finding information is to accept the first pro-
posal on offer. Faced with a series of alternatives for which the 
assessment of expected value can be quite cognitively demand-
ing, as we saw above, the buyer accepts what the seller offers 
him (Image 4-C). The so-called default option thus becomes an 
anchor which the consumer tends to stick to, so that the effec-
tive chances of attaining the preferred option are increased con-
siderably. For the consumer this strategy can constitute a good 
compromise between the effort of seeking information and the 
advantage of choice, as long as the company concerned has 
‘done its homework’. The task of the Selling Wizard in this sense 
is that of identifying the client’s area of needs and wishes by 
means of simple questions aimed at revealing profile and usage 
patterns. The concept of ‘area’ serves precisely to underline the 
idea that often these preferences are not perfectly well-defined 
in advance and so need to be refined during the process of con-
figuration of the modular offering. In this regard it is advisable to 
base oneself on the principle known as “fair premium offering” 
which involves selecting as a default option the alternative that, 
on the basis of the original characteristics of the client and the 
additional information gained during the sales dialogue, repre-
sents the best compromise between alternatives mainly focused 
on quality and those principally focused on price. The advantage 
of this approach is precisely that it avoids extreme assumptions 
concerning the client’s attitudes and expectations, nudging him 
through the default mechanism towards a choice which will in any 
case be acceptable while at the same time reserving for him the 
choice of opting for different alternatives by means of a simple 
and intuitive system of navigation.

Another cognitive short cut frequently used in the process of 
obtaining information is so-called availability. In making a judg-
ment or a choice we tend to assign additional weight to informa-
tion which springs easily to mind while undervaluing remote or 
indefinite information. A study has shown for example that will-
ingness to spend on a travel insurance policy offering $100,000 
compensation for death caused by act of terrorism was greater 
than for a policy offering the same sum in case of death resulting 
from any type of cause, including acts of terrorism. These results, 
obtained at a time when people were particularly conscious of 
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the threat of terrorism, reflect a cognitive mechanism operating 
in a context where it was much easier to imagine death caused 
by acts of terrorism than by any other type of cause. The fact that 
the probability of a loss caused by terrorism was in reality lower 
than that of losses deriving from other causes and that any such 
loss was in any case covered by the general insurance policy 
made no difference to participants’ assessments of the appeal 
of the different policies or their willingness to pay. As a result of 
this tendency to think only what is easy to think analysis of the ef-
fective utility of a product or service can become wildly mistaken. 
The Selling Wizard is also very helpful in relation to this type of 
cognitive bias. When it comes to analyzing the individual value 
elements it is essential that the system should be able to sup-
ply the consumer with an accurate syntheses of key information. 
Referring to the example of credit cards, it is important that the 
consumer should be reminded that these allow him to dispense 
with the need to carry cash (which can easily be lost or stolen), 
that they allow him to match the moment of paying out money 
with the moment of receiving his salary, and that when traveling 
abroad they avoid the need to change money thus at the same 
time saving on charges and avoiding a leftover surplus (i.e. foreign 
currency coins or banknotes which end up in the drawer and are 
often almost equivalent in value to the annual cost of the card). 
The important thing is not so much the existence of these types 
of value arguments in themselves. In fact, the vast majority of 
consumers would probably be able to identify such advantages 
after minimal reflection. The important thing is rather to make 
such information available at the appropriate moment, precisely 
in order to save that small cognitive effort that the consumer is 
not always inclined to make. The guiding principles underlying 
the conception of modular offers thus apply also in the construc-
tion of the Selling Wizard. The options must be embedded in the 
right context. Information, alternatives, references and prompts 
are all displayed in a manner which will simplify and clarify the 
purchasing process and will lead to the best decision with the 
minimum of exertion.

Implementation
The formulation of a modular offer and the development of a Sell-
ing Wizard represent the first two essential steps in moving to-
wards a commercial strategy systematically based on behavioral 
economics and technology. The third fundamental step consists 
in the effective implementation of the new approach. On the one 
hand this means encouraging the largest possible number of ex-
isting clients to adopt the new type of offer and on the other hand 
integrating the Selling Wizard in the sales process for acquiring 
new clients. To this end a detailed migration strategy must be 
developed followed by the implementation of an extensive road-
show over the selling network. 

In regard to the migration strategy, first a set of objectives must 
be defined for each client in terms of purchasable value elements. 
Secondly, a plan for migration must be formulated to organize 
and prioritize the process. Lastly, set of key performance indica-
tors must be determined to monitor the ongoing process. This 
phase is particularly important because it makes it possible to 
formulate precise estimates of impact for different categories of 
clients thus supplying clear targets to the sales network as well 
as benchmarks for keeping check on the progress of the opera-
tion. Any possible discrepancies between these could be set 
to trigger timely and targeted marketing campaigns of stimulus 

and / or realignment. Given the high numbers of clients typically 
involved in the process of migration and the many possible com-
binations of products (value units) which could, at least in theory, 
be involved, it is generally advisable to prepare a simulation model 
with the aim of organizing the various possible logical patterns of 
migration within a set of algorithms which can simulate the im-
pact on earnings for each. While it is not possible to anticipate 
exactly which clients will purchase which value elements, a two-
step approach has displayed particularly promising results. The 
first step is to assume that each client will perform a thorough 
analysis of his ownership and usage of the various services and 
will simply ‘convert’ these into the context of the modular offer. 
The second step is to refine this process to take account of the 
behavioral mechanisms at work in the process of choice. Applied 
to the example described above, this means that a client currently 
in possession of a single charge card might decide to acquire 
2 simply on the basis of the ease of comparison of the alterna-
tive offers and the benefit which emerges from this comparison.

As for any commercial innovation, the adoption of a modular ra-
tionale and of a Selling Wizard requires a strong commitment on 
the part of the sales network. In the absence of a true program 
of change management to explain and implement the logic and 
the advantages of the new approach, the chances of success 
will be drastically curtailed. At the end of the day, the first true 
clients of the modular approach must be its own sellers. This 
makes it advisable to introduce a concept of training, with the 
aim of conveying all the know-how relating to the logic behind 
the building of the product and the working of the Tool. Even 
more essential however is to generate commitment. A series of 
start-up meetings with the sales force, together with a program 
of follow-up milestones can best satisfy this requirement. This 
agenda should proceed branch by branch, presenting the new 
idea and answering questions and addressing concerns of the 
sales force, overcoming skepticism together with any practical 
difficulties. In a nutshell: to involve, convince, motivate and of-
fer support.

Conclusions
Applying cognitive psychology to the study of information and pro-
cesses of choice has made it considerably easier to understand 
consumer behavior. This makes it possible to manage consumers 
far more effectively than ever before. Behavioral economics and 
behavioral technology should be used to identify factors essen-
tial to designing a dynamic and intelligent commercial strategy. 
The modular approach used in setting up an offer, and the sell-
ing wizard when configuring the selling dialog, are concrete and 
very promising applications in this field.

Applying cognitive psychology to the 
study of information and processes 
of choice has made it considerably 
easier to understand consumer 
behavior.


