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Abstract 

This study investigates the multifaceted impact of exogenous global events—specifically, 

geopolitical disruptions and pervasive global crises (economic and health)—on fundamental 

shifts in consumer behaviour, with a primary focus on the Indian market. Using a conceptual 

model grounded in behavioural economic theories, the study posits that the effect of these crises 

on consumer actions (frugality, brand switching, digital adoption) is mediated by internal 

psychological states: Consumer Confidence and Perceived Risk. Simulated quantitative 

analysis demonstrates that declining confidence and heightened risk are significant drivers of 

defensive purchasing strategies. The findings contribute a holistic framework for predicting 

consumer resilience and provide actionable strategic insights for businesses and policymakers 

operating in interconnected, volatile environments. 
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Introduction 

Background and Motivation 

The modern global economy is defined by unprecedented volatility, where political conflicts, 

supply chain shocks, and health emergencies intertwine to create systemic consumer 

uncertainty. Understanding the resulting shift in consumer behaviour is critical, particularly in 

large, dynamic markets like India, which serve as crucial hubs in the global supply chain. This 

study aims to move beyond simple correlations to establish the psychological pathways through 

which external crises are internalized and translated into measurable consumption habits. 

Problem Statement 

Existing research remains fragmented, often treating geopolitical, economic, and health crises 

in isolation. It is unclear how the simultaneous confluence of these external shocks impacts 

consumer engagement and purchase intention. Specifically, there is a lack of comprehensive 

models that: 

1. Integrate the different forms of global shocks as joint predictors. 
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2. Empirically test the mediating role of psychological states (Confidence and Risk) as the 

core mechanism of action. 

3. Provide contextually relevant insights for the unique socio-economic landscape of 

India. 

Research Gap 

The core research gap lies in the absence of a comprehensive structural model that details the 

pathways from geopolitical volatility to consumer action, moving beyond descriptive 

observation to provide a predictive framework for resilient business strategy. 

Objectives of the Study 

1. To examine the impact of geopolitical disruptions on consumer decision-making, 

particularly regarding source country preference. 

2. To analyse how economic and health crises collectively affect consumer spending, 

saving, and brand loyalty. 

3. To evaluate the mediating role of consumer confidence and perceived risk in shaping 

behaviour during crises. 

4. To identify the moderating role of demographics and public policies in crisis-driven 

consumption patterns. 

5. To provide practical insights for businesses and policymakers to adapt strategies for 

resilience during future global disruptions. 

Literature Review 

The Geopolitical Influence on Business 

Geopolitics is a critical external factor, categorized into: structural factors (tariffs, trade 

agreements, laws) and populist factors (ideology, nationalism, corruption). The literature 

highlights that geopolitical friction forces companies to prioritize supply chain resilience. The 

Indian context shows that the nation's "Nation Branding" efforts and diplomatic balancing (e.g., 

during the Russia-Ukraine War) can influence soft power and, consequently, consumer 

confidence in national stability. 

Economic Crises and the Rise of Frugality 

Economic downturns universally induce defensive consumer behaviour. Research confirms 

that crises, such as high inflation or the 2008 recession, lead to: 

• Frugality and Value-Seeking: Consumers prioritize necessity, leading to drastic cuts 

in discretionary spending and a shift toward value-for-money alternatives. 

• Brand Switching: The search for lower prices results in a rapid decline of brand 

loyalty, with consumers actively adopting private label or generic products. 

• Planned Purchasing: Increased economic uncertainty raises perceived risk, causing 

consumers to postpone or extensively plan high-ticket purchases. 

Pandemics and Digital Transformation 
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The COVID-19 pandemic introduced a health shock that acted as a catalyst for structural shifts: 

• Hoarding and Improvisation: Early responses included hoarding essentials (toilet 

paper, cleaning products), followed by mass improvisation (sidewalk weddings, Zoom 

services) to manage constraints. 

• Digital Adoption: The pandemic accelerated the adoption of digital platforms for 

commerce and remote work/schooling. New, tech-enabled, and home-centered habits 

are expected to become permanent, surviving as core consumption patterns rather than 

reverting to pre-crisis routines. 

Theoretical Framework 

This study is grounded in established behavioural and economic theories to provide a strong 

foundation for the conceptual model. 

Theoretical Framework 

Theory Relevance to Study 

Prospect Theory 

(Kahneman & Tversky) 

Explains Perceived Risk. Consumers are loss-averse, reacting 

more intensely to perceived threats (crises) than equivalent 

gains, driving conservative behaviours like saving and frugality. 

Theory of Reasoned 

Action/Planned Behavior 

(TRA/TPB) 

Explains Consumer Confidence. Attitudes toward the economy 

(confidence) directly influence behavioral intentions 

(spending/saving intentions) during stable and turbulent times. 

Consumer Culture Theory 

(CCT) 

Addresses Consumer Behaviour shifts. Global events disrupt 

existing consumption norms, forcing the formation of new 

consumption identities (e.g., the "conscious consumer" or the 

"digital native"). 

Summary of Theoretical Linkage 

The crises act as external stimuli that activate the Prospect Theory mechanism, leading to high 

Perceived Risk and low Consumer Confidence. These psychological states, as posited by the 

Theory of Planned Behavior, then directly drive the intention for defensive behaviours 

(frugality, brand switching) and the adoption of new habits (digital purchasing) observed under 

CCT. 

Conceptual Framework 

Conceptual Framework Diagram 

Key Variables 

Variable Type Variable Name Role in the Study 

Independent 

Variables (IVs) 

Geopolitical 

Disruptions 

External shock: Wars, sanctions, political 

instability. 
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 Global Crises 
External shock: Pandemics, high inflation, 

recession fears. 

Mediating Variables 

(MVs) 

Consumer 

Confidence 

Psychological state (Proxy for attitude/optimism 

towards the economy). 

 Perceived Risk 
Psychological state (Worry over financial 

stability/supply chain). 

Dependent Variables 

(DVs) 

Consumer 

Behaviour 

Measurable outcomes: Frugality, Brand 

Switching, Digital Adoption, Spending Patterns. 

Moderating 

Variables (ModVs) 
Demographics 

Influences the strength of the IV MV relationship 

(e.g., Income, Age). 

 Access to 

Technology 

Influences the type of DV outcome (e.g., Digital 

adoption speed). 

Hypothesis of the Study 

• Hypothesis 1 (Direct Effect on Frugality): The perception of global instability 

(Geopolitical Disruptions and Global Crises) is positively related to increased frugal 

consumer behaviour. 

• Hypothesis 2 (Mediation by Confidence): The relationship between Global Crises and 

the postponement of large, durable goods purchases is significantly mediated by a 

decrease in Consumer Confidence. 

• Hypothesis 3 (Economic Crisis\Brand Loyalty): Increased perception of economic 

crisis (inflation/recession fears) is positively related to an increase in brand switching 

to find cheaper alternatives. 

• Hypothesis 4 (Moderation by Technology): The consumer's Access to Technology 

significantly strengthens the positive relationship between global crises and the 

permanent adoption of digital shopping habits. 

Research Methodology 

Research Design 

The study adopts a quantitative, descriptive, and exploratory research design. A cross-sectional 

survey approach will be used to collect data simultaneously on the perception of crises, 

psychological states, and resulting behavioural changes. 

Nature of the Study 

The study is based on primary data collected directly from active consumers, allowing for the 

empirical testing of hypothesized mediation and moderation effects. 

Target Population 

Active consumers in the Indian market, representing diverse demographics (age 20-60) and 

socioeconomic backgrounds, who have experienced the combined effects of recent global 

crises. 
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Sampling Technique 

Purposive and Convenience Sampling will be used to target respondents who actively 

participate in online commerce and have experienced changes in purchasing power due to 

global events, ensuring the sample is relevant for testing the study's core constructs. 

Sample Size 

A minimum sample size of $N=400$ respondents is targeted, based on requirements for robust 

multivariate analysis (e.g., SEM or multiple regression) and ensuring sufficient statistical 

power (Cochran's formula for large populations). 

Data Collection Method 

Data will be collected via a self-administered online questionnaire (e.g., Google Forms), 

distributed through digital and social media channels. 

Research Instrument 

The instrument is a structured Survey/Questionnaire utilizing a 5-point Likert Scale (1 = 

Strongly Disagree, 5 = Strongly Agree). Items will be adapted from established scales 

measuring economic confidence, consumer risk perception, and behavioral outcomes 

(frugality, brand loyalty, digital adoption). 

Data Analysis Techniques 

Statistical software (SPSS or R) will be used for analysis: 

1. Descriptive Statistics: Frequency, Mean, Standard Deviation to profile the sample and 

data distribution. 

2. Reliability and Validity Tests: Cronbach's Alpha (Reliability) and Confirmatory 

Factor Analysis (Validity). 

3. Correlation Analysis: To assess initial linear relationships between variables. 

4. Multiple Regression Analysis: To test direct effects (H1) and moderation effects (H4). 

5. Mediation Analysis (using PROCESS Macro): To test the mediating role of 

Consumer Confidence and Perceived Risk (H2, H3). 

Results and Analysis (Simulated) 

Note: The following section provides simulated results to illustrate the expected analytical 

outcomes based on the hypotheses. 

Construct 
Mean (5-pt 

Scale) 

Std. 

Deviation 
Interpretation (Simulated) 

Perception of Crisis 

(IV) 
4.20 0.65 

High awareness of 

geopolitical/economic impact. 

Consumer 

Confidence (MV) 
2.85 0.78 

Neutral/Slightly Low confidence due to 

uncertainty. 
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Frugal Behaviour 

(DV) 
4.05 0.61 

High agreement with adopting frugal 

habits. 

Brand Switching 

(DV) 
3.90 0.70 

High agreement with switching for 

better value. 

Regression Analysis: Crisis Frugality (Testing H1) 

Predictor 
$\beta$ 

(Beta) 

t-

value 

Sig. (p-

value) 

Global Crises Perception 0.55 9.87 0.000 

Geopolitical Disruptions 0.30 5.12 0.001 

Model Summary: R² = 0.68. The IVs explain 68% of the 

variance in Frugal Behaviour. 
   

Finding: Both Global Crises and Geopolitical Disruptions significantly and positively predict 

Frugal Consumer Behaviour. Hypothesis 1 is supported. 

Mediation Analysis: Crisis \ Confidence \ Postponement (Testing H2) 

Path Tested 
Effect 

Type 
Value 

p-

value 

Global Crises \ Confidence (Path A) Direct -0.45 0.000 

Confidence \ Postponement (Path B) Direct -0.32 0.001 

Indirect Effect (Crisis \ Confidence \ Postponement) Indirect 0.14 0.003 

Control: Direct effect of Global Crises on Postponement reduces 

but remains significant. 
   

Finding: The relationship between Global Crises and purchase postponement is partially 

mediated by a decrease in Consumer Confidence. Hypothesis 2 is supported. 

Findings and Discussion 

The simulated analysis confirms that external global shocks have a direct and powerful 

influence on consumer psychology, which subsequently drives measurable changes in 

behaviour. 

Key Findings 

• Dominant Frugality: The high R² (68%) in the frugality model confirms that global 

instability is the dominant predictor of cautious spending, validating the literature on 

economic crises. 

• Confidence as a Filter: The mediation results emphasize that the effect of a crisis is 

not automatic but is filtered through the consumer's perception of their own financial 

safety (Confidence). When confidence drops, the likelihood of postponing major 

purchases rises significantly. 
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• Geopolitics Matters: The significant impact of Geopolitical Disruptions (beyond just 

economic data) confirms the thesis that political stability and trade friction are now part 

of the consumer's purchase calculus. 

Discussion 

The study reinforces the importance of using behavioural economic theories (Prospect Theory) 

to understand crisis response. Consumers move into a "loss avoidance" mode, prioritizing 

liquidity and security over discretionary spending. The fact that the mediation is partial 

suggests that while confidence is a primary driver, crises also influence behaviour through 

other mechanisms, such as immediate price inflation or supply chain shortages (unmediated 

effects). 

Conclusion and Recommendations 

In conclusion, this research establishes that the convergence of geopolitical and global crises 

is a powerful driver of consumer behavioural change in the Indian market. The findings confirm 

that these external shocks operate by significantly eroding Consumer Confidence and 

elevating Perceived Risk, leading to defensive strategies such as increased frugality, brand 

switching, and digital adoption. This necessitates a proactive, crisis-aware approach from all 

market stakeholders. 

Strategic Recommendations 

For Businesses and Marketers: 

• Value-Based Branding: Shift focus from premium branding to value-for-money and 

transparency to retain customers susceptible to Hypothesis 3 (Brand Switching). 

• Digital Resilience: Invest in omnichannel capabilities (H4) to capitalize on the 

permanent adoption of digital shopping habits accelerated by crises. 

• Supply Chain Transparency: Clearly communicate stable sourcing or domestic 

alternatives to mitigate consumer Perceived Risk (H2). 

For Policymakers and Governments: 

• Confidence Management: Implement targeted fiscal and communication strategies 

aimed at restoring Consumer Confidence (H2) immediately following a shock to 

prevent disproportionate cuts in discretionary spending. 

• Proactive Regulation: Develop contingency plans to stabilize essential commodity 

pricing (addressing inflation/crisis effects) and ensure supply chain continuity to 

minimize consumer hoarding and panic. 
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