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The Internet has come to affect almost every facet of
daily life, from entertainment to personal communication
to education to the way governments and businesses
(are run. The business world in particular has been quick

@to find ways to take advantage of the Internet — a

medium that can reach almost anywhere, be updated
instantly, and attract a sophisticated audience. ® Despite
nonexistent a decade ago, e-commerce — business done
through or facilitated by the Internet — has blossomed
into a rich and diverse field that encompasses the variety
of ways that enterprising companies try to take advantage
of this @totally unprecedented medium. The Internet
medium of choice for e-commerce has been the World
Wide Web. The flexibility and multimedia appeal of the
Web page make ®it ideally suited for advertising,
building a corporate image, or even creating a shopping
environment online.
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In an ideal world, people would always make (D optimal
decisions that provide them with the greatest benefit and
satisfaction. In economics, rational choice theory states
that when humans are presented with various options
under the conditions of scarcity, they would choose the
option that @ maximizes their individual satisfaction. This
theory assumes that people, given their preferences and
constraints, are capable of making rational decisions by
effectively @ weighing the costs and benefits of each
option available to them. The final decision made will be
the best choice for the individual. The rational person has
self-control and is @unmoved by emotions and external
factors and, hence, knows what is best for himself.
However, behavioral economics explains that humans are
not rational and are incapable of making good decisions.
Behavioral economics draws on psychology and
economics to explore why people sometimes make
irrational decisions, and why and how their behavior does
not ® violate the predictions of rational economic models.
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« The flexibility and multimedia appeal of the Web
page make it ideally suited for advertising,
building a corporate image, or even creating a
shopping environment online. : £0{= The
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« This theory assumes [that people, given their
preferences and constraints, are capable of
making rational decisions by effectively weighing
the costs and benefits of each option available to
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