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Consumer behaviour is the study of 

individuals, groups, or organizations and all 

the activities associated with the purchase, 

use and disposal of goods and services, 

including the consumer's emotional, mental 
and behavioural responses that precede or 

follow these activities. Consumer 

behaviour emerged in the 1940s and 50s 

as a distinct sub-discipline in the marketing 

area. 
Consumer behaviour is an inter-disciplinary 

social science that blends elements 

from psychology, sociology, social 

anthropology, anthropology, ethnography, 

marketing and economics, 
especially behavioural economics. 

Meaning 
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Factors influencing consumer 

behaviour 
• Psychological factor: the human psychological plays a crucial role in designing the consumer’s preferences 

and likes or dislikes for a particular product and services. Ex. Motivation, perception, learning, attitudes 

and beliefs 

• Social factors: The human beings live in a complex social environment wherein they are 

surrounded by several people who have different buying behaviours. Since the man is a 
social animal who likes to be acceptable by all tries to imitate the behaviours that are socially 

acceptable.  Hence, the social factors influence the buying behaviour of an individual to a 
great extent. Some of the social factors are: Family, Reference Groups, Roles and status. 

• Cultural Factors: It is believed that an individual learns the set of values, perceptions, 
behaviours, and preferences at a very early stage of his childhood from the people especially, 

the family and the other key institutions which were around during his developmental stage. 
Thus, the behavioural patterns are developed from the culture where he or she is brought up. 
Several  cultural factors are: Culture, Subculture, Social Class 

• Personal Factors: There are several factors personal to the individuals that influence their 

buying decisions. Some of them are: Age Income  Occupation  Lifestyle 

• Economic Factors: The last but not the least is the economic factors which have a 
significant influence on the buying decision of an individual. These are:  Personal Income  
Family Income  Expectations  Consumer Credit  Liquid Assets of the Consumer   Savings 
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Consumer behaviour Utility Approach  

 • Utility is a term ;in economics that refers to the total satisfaction received from consuming a 

good or service. Economic theories based on rational choice usually assume that consumers 

will strive to maximize their utility. The economic utility of a good or service is important to 

understand, because it directly influences the demand. And therefore price of that good or 

service. 

• Ordinal Utility:   early economic of the Spanish scholastic tradition of the 1300s and 1400s 

described the economic value of goods as deriving directly from this property of usefulness 

and based their theories of price sand monetary exchanges. This conception of utility was not 

quantified, but a qualitative property of an economic good.. 

• Cardinal utility:  to  Bernoulli and other economists, utility is modelled as a quantifiable or 

cardinal property of the economic goods that a person consumes. To help with this 

quantitative measurement of satisfation, economists assume a unit known as a Utility to 

represent the amount of psychological satisfaction a specific good or service generates for a 

subset of people in various situation. 

•  total Utility:  it is defined as the sum of the satisfaction that a person can receive from the 

consumption of all units of a specific product or service.  

• Margnial Utility:  it is defied as the  additional unit of a good or service or the additional use 

that a person  has for an additional unit 



Indifference curve 

• an indifference curve connects points on a graph 
representing different quantities of two goods, points between 
which a consumer is indifferent. That is, any combinations of 
two products indicated by the curve will provide the consumer 
with equal levels of utility, and the consumer has 
no preference for one combination or bundle of goods over a 
different combination on the same curve. One can also refer 
to each point on the indifference curve as rendering the same 
level of utility (satisfaction) for the consumer. In other words, 
an indifference curve is the locus of various points showing 
different combinations of two goods providing equal utility to 
the consumer. Utility is then a device to 
represent preferences rather than something from which 
preferences come.[1] The main use of indifference curves is in 
the representation of potentially observable demand patterns 
for individual consumers over commodity bundles 
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Assumption of Indifference Curve 

• The indifference curve theory is based on few assumptions. These assumptions are 

 

 

• Two commodities:    It is assumed that the consumer has fixed amount of money, all of which is to be spent only 

on two goods. It is also assumed that prices of both the commodities are constant. 

• Non satiety:    Satiety means saturation. And, indifference curve theory assumes that the consumer has not 

reached the point of satiety. It implies that the consumer still has the willingness to consume more of both the 

goods. The consumer always tends to move to a higher indifference curve seeking for higher satisfaction. 

• Ordinal utility:    According to this theory, utility is a psychological phenomenon and thus it is unquantifiable. 

However, the theory assumes that a consumer can express utility in terms of rank. Consumer can rank his/her 

preferences on the basis of satisfaction yielded from each combination of goods. 

• Diminishing marginal rate of substitution:  Marginal rate of substitution may be defined as the amount of a 

commodity that a consumer is willing to trade off for another commodity, as long as the second commodity 

provides same level of utility as the first one.    And, diminishing marginal rate of substitution states that the rate by 

which a person substitutes X for Y diminishes more and more with each successive substitution of X for Y.    As 

indifference curve theory is based on the concept of diminishing marginal rate of substitution, an indifference curve 

is convex to the origin. 

• Rational consumers:     According to this theory, a consumer always behaves in a rational manner, i.e. a consumer 

always aims to maximize his total satisfaction or total utility 

 


