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Table 2 The Impact of Present-biased Preference and Overconfidence on Price,
Refund, Seller Profit and Consumer Surplus
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Table 3 Numeric Examples
e - frafmERR AiTARE AiTARMER B A
T RmE  AifThRE : ik
RIFERE I % BICREFHGE AR FREHE N %
Py = 4.500 p. = 5.040 p, = 3.600 p. =5.040
=0. 800 M ;= 10. 600 , =10. 600 Y =10. 600
& & p2 AT =36 p2 AIT* =19.500
AB=0.200 R*=(0,2] R* = 5.600 n/a R* =5.600
IT° = 6500 IT" = 8 840 IT* = 17400 " =8 840
pr = 4.500 p; =4.970 py = 3.830 p, =4.970
=0. 850 N , =9.700 = 9.700 S =9.700
. " " AT =28 b AIT* = 15.900
AB=0.150 R*=(0,2] R"'=4.700 n'a R = =4.700
1" = 6 500 " = 8320 7" =17180 T = 8320
py = 4.500 pi = 4. 860 p, = 4.050 p. = 4.840
=0.900 ;=] ' = 8. 800 = 8. 800 ;= 8. 800
A P P AT =19.400 E AIT* = 11.700
AB=0.100 R'=(0,2] R =3.800 n/a R+ = 3.800
11" = 6 500 7" =171760 1" = 6950 I =171760
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5 .
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M 7 B 5K A T AP T A T B AT Ak T g B Bk R .
B, S ARFIHE, FORN — L E RGBT
BARE—EYR, B ERALHET, B THERE
BRESHBEN, A SXFTRIBEESA TS
LEAMER . Blm, ] maHR =R ERIEL, &
HARREFMMEEHBENTR. EHER L,
L AT R AT A RO SE Y BOCEE K. X, JE g B
RUEFH—FHR.

EENM:

[1] XIE ] H,SHUGAN S M. Electronic tickets , smart cards , and
online prepayments : when and how to advance sell. Market-
ing Seience ,2001,20(3) :219-243.

[2] SHUGAN S M, XIE J H. Advance pricing of services and
other implications of separating purchase and consumption.
Journal of Service Research ,2000,2(3):227-239.

[3] {H, W4, R TR REN LM + " 4
i ofe 7= it {4 B T B AL BE SR AT, 2017(2) .
83-88.

DAN Bin, ZHENG Kaiwei, SHAO Bingjia. Internet-based
crowdsourcing model for advance selling of agriculture prod-
ucts. Rural Economy ,2017(2) ;83-88. (in Chinese)

(4] B, BEE =R HEREERT S L HE
it M@ ,2017(1) .72-74.

MAO Lijuan, ZHENG Qinghua. Accounting investigation for
advance selling products. Communication of Finance and
Accounting ,2017(1) :72-74. (in Chinese)

[5] w35, iz RESE5H WGP — P

Brup T 4 1. RS TTH HTER, 2015,30(4) :96-
107.
YE Fang, DU Chaoyun. The decision-making mechanism of
the crowdfunding participants ;: a two-stage theoretical model
analysis. Journal of Finance and Economics ,2015,30(4) .
96-107. (in Chinese)

(6] Jalffli, 2, 80, 5. BUE Y BT 506 8 & i
6] 5w W 5% . PEEERLSF,2017,25(6) :91-100.
ZHOU Xiongwei, LI Jun, CAl Dan, et al. Marketing time
strategy of advance selling for perishable goods. Chinese
Journal of Management Science ,2017,25(6) :91-100. (in
Chinese )

[7] VIGNA S D, MALMENDIER U. Contract design and self-
control ; theory and evidence. The Quarterly Journal of Eco-



118

B2 ( Journal of Management Science)

2019 43 H

[8]

[9]

[10]

[11]

[12]

[13]

[14]

[15]

[16]

[17]

[18]

[19]

[20]

nomics ,2004,119(2) :353-402.

JAIN S. Self-control and optimal goals : a theoretical analysis.
Marketing Science ,2009,28(6) :1027-1045.

LAIBSON D. Golden eggs and hyperbolic discounting. The
Quarterly Journal of Economics ,1997 ,112(2) ;443-478.
SVENSON 0. Are we all less risky and more skillful than our
fellow drivers?. Acta Psychologica ,1981,47(2) :143-148.
LARWOOD L, WHITTAKER W. Managerial myopia; self-
serving biases in organizational planning. Journal of Applied
Psychology , 1977 ,62(2) :194-198.

THALER R H,SHEFRIN H M. An economic theory of self-con-
trol. Journal of Political Economy ,1981 ,89(2) :392-406.
MACHADO F S, SINHA R K. Smoking cessation ; a model of
planned vs. actual behavior for time-inconsistent consumers.
Marketing Science ,2007 ,26(6) :834-850.

RN, MEE. B ERME ST HFEAE TR
iEA. PEESFEHSE,2017,36(4) :59-64.

HUANG Chuxin,SHANG Yawen. On the evolution of the youth
lifestyle in the era of mobile intemet. Journal of Chinese Youth
Social Science 2017 36(4) :59-64. (in Chinese)

SOH AR, 2 28 0 e 1R B O AT 1
ZRBEHARAM T R TREIL 53X, 2015,
35(5) :1103-1115.

GUO Peng, XIAO Baichun, LI Jun. Multi-flight unconstrain-
ing method of considering strategic costomer behavior in reve-
nue management. Systems Engineering — Theory & Prac-
tice ,2015,35(5) ;1103-1115. (in Chinese)

BlEHE, R, o B 6, OF. T HLIE XK P ORS  5E me
HLW B 9% : & Flow G TAM #ip. BHEERT
{E ,2017,61(3) ;21-28.

DUAN Feifei , ZHAI Shanshan , CHI Maomao , et al. Empirical
research of the user stickiness of mobile game : the integration
theory of Flow and TAM. Library and Information Service ,
2017,61(3) :21-28. (in Chinese)

AHEEE A, EA&E, . AR E R
NAAYSEm 2k TR Bh 20 5. BRI, 2017,30(5) :3
-16.

DIAO Yajing, HE Youshi, WANG Nianxin, et al. How the
product type influences consumer cognition about online re-
view : an eye-tracking experiment. Journal of Management
Seience ,2017,30(5) :3-16. (in Chinese)

EHW, 0 EE, R SRS RS
hE ey, BSERSSIR,2016,19(2) :74-84.

MAQ Zhaofang , LIU Wanwan , LI Hui. Joint strategy of ad-
vanee -selling and buy-back for seasonal perishable products.
Journal of Management Sciences in China ,2016,19(2) .
74-84. (in Chinese)

HILHE, VP EE . @ B 80RO 7™ & a9 B A S B
B BEFERERAEE,2016,37(11) 128~
135.

BAI Jiangtao , XU Changyan. The research on the preording-
crowdfunding scale of tech-startups products. Science of Sci-
ence and Management of S. &T. ,2016,37(11):128-135.
(in Chinese)

SWINNEY R. Selling to strategic consumers when product

value is uncertain; the value of matching supply and de-

[21]

[22]

(23]

[24]

[25]

[26]

[27]

[28]

[29]

[30]

[31]

[32]

[33]

[34]

mand . Management Science ,2011,57(10) :1737-1751.
GUO L. Service cancellation and competitive refund policy.
Marketing Science ,2009,28(5) .901-917.
JING X Q, XIE ] H. Group buying: a new mechanism for
selling through social interactions. Management Science
2011,57(8) :1354-1372.
TR A T USRS E ST SR
oL S e 0 9. PEEERS,2017,25(2) :50-56.
LI Hui, QI Ershi. Advance selling in the presence of uncer-
tainty market size. Chinese Journal of Management Sci-
ence ,2017,25(2) :50-56. (in Chinese)

SR E, RN, VO AR AT BT A 3 GE B 5L O #E
ek B R K . EEBES,2013,26(1) :48-57.
NIU Zhiyong, GAO Weihe, JIANG Ruochen. Research on
channel members' price decision and its dynamic tests based
on faimess preference. Journal of Management Science
2013,26(1) ;48-57. (in Chinese)
BUH W, il sk A e . P A BT O 0 A 3k
FErEmEE. 2557845 ,2014,31(5) 198-102.
SHAN Miyuan , YANG Pei , ZHANG Renlong. The influencing
factors of consumers’ purchase intention in the intemet ad-
vanced sale. Economic Survey ,2014,31(5):98-102. (in
Chinese )
NASIRY J, POPESCU 1. Advance =elling when consumers re-
gret. Management Science ,2012,58(6) :1160-1177.
LIM W S, TANG C S. Advance selling in the presence of
speculators and forward -looking consumers. Production and
Operations Management ,2013 ,22(3) ;571-587.
U, £, S B A IR R a2 Il 3% ke
LI R AL IR, 2017,30(5) :38-56.
WANG Jianming , WANG Congeong , WU Longchang. Mecha-
nism of green emotional appeals impacting on the green pur-
chase decision -making process. Journal of Management Sci-
ence ,2017,30(5) :38-56. (in Chinese)
BT, 328, TR, BUE AT S U T o R B
A I (] {6 4 A 2R L A ol B BT BRBEEE, 2017,31(1) 118
-123.
BAl Shizhen , JIANG Man , XU Na. The online seller’s strate-
gy based on customer time preference under advance selling
and nommal selling integration mode. Soft Science ,2017,31
(1):118-123. (in Chinese)
CACHON G P,FELDMAN P. Is advance selling desirable with
competition?. Marketing Science 2017 ,36(2) :214-231,
PRASAD A ,STECKE K E,ZHAO X Y. Advance selling by
a newsvendor retailer. Production and Operations Manage-
ment ,2011,20(1) ;129-142.
LI C H, ZHANG F Q. Advance demand information, price
discrimination , and pre-order strategies. Manufacturing &
Service Operations Management ,2012 15(1) .57-71.
CHO 8 H, TANG C 8. Advance selling in a supply chain un-
der uncertain supply and demand. Manufacturing & Service
Operations Management ,2013 ,15(2) :305-319.
FTHE, BRAR Gk A . IS IR 8 AR
B2C g b S8 B8 HE s, AR 4L T2 ,2015,33(5) :48-53.
SHAN Miyuan , OU Cuiling , ZHANG Renlong. B2C enterpri-

ses ' return policy under advance selling and normal sale inte-



552 4 J R A 5 A R o B T AR 119

gration mode. Systems Engineering ,2015,33(5) :48-53. tion : how to decrease customer opportunism by partial re-
(in Chinese) funds . Journal of Service Research ,1998,1(2) .140-155.
[35] MOORTHY S, SRINIVASAN K. Signaling quality with a mon- [39] XIE J H,GERSTNER E. Service escape : profiting from customer
ey-back guarantee : the role of transaction costs. Marketing cancellations. Marketing Science ,2007,26(1) ;18-30.
Science , 1995 ,14(4) .442-466. [40] WERTENBROCH K. Consumption self-control by rationing pur-
[36] DAVIS S, GERSTNER E, HAGERTY M. Money back guar- chase quantities of virtue and vice. Marketing Science 1998,
antees in retailing ; matching products to consumer tastes. 17(4) :317-337.
Journal of Retailing ,1995 ,71(1) .7-22. [41] JAIN S. Marketing of vice goods:a strategic analysis of the pack-
[37] FRUCHTER G E, GERSTNER E. Selling with *“ satisfaction age size decision. Marketing Science ,2011,31(1) :36-51.
guaranteed " . Journal of Service Research ,1999,1(4).313 [42] DOBSON P W, GERSTNER E. For a few cents more : why
-323. supersize unhealthy food 7. Marketing Science ,2010,29(4) .
[38] CHU W J, GERSTNER E, HESS ] D. Managing dissatisfac- 770-778.

Advance Selling Strategy for the Vice Products

ZHOU Chenxi,GUO Zhaoyang
School of Management, Xiamen University, Xiamen 361005, China

Abstract : The consumption of vice products/services is gaining immense scale in modern society. Good examples of vice goods
products in daily life include buffets, fast foods, mobile games, casinos. Compared to other types of products, vice goods often
cause immediate gratification; however, the side effect of consumption will significantly influence consumers in the future. The
consumption scenario can be reflected as consumers advance book buffets, fast foods, mobile games via mobile apps.

Based on self-control and advance selling theory, this paper investigates the impact of consumer behavioral biases during the
purchase process on the company'’s pricing strategy and the inherent mechanism. The key subjects studied are those companies
selling vice products. By constructing an economic model, this paper investigates how the two behavioral biases, consumers’
present-biased preference, and overconfidence bias, influence the company’s optimal pricing strategy, profits, and consumer
welfare. In addition, the moderating effect of the refund on the relationship between consumer behavioral biases and company’s
profits has also been examined.

Based on the model, we, first, find that consumer behavioral biases significantly affect the company's optimal advance pri-
cing strategy and refund policy. Specifically, the seller tends to promise a much higher level of refunds; and a high selling price
is not necessarily related to a high refund level. Second, consumers’ behavioral biases can either increase or decrease the compa-
ny's profits. Providing the refunds or not by the company can significantly moderate the above relationship. Third, compared to
the non-refunded situation, we reveal that providing refunds contributes to even higher profits for the company. Specifically, the
more side effects brought by vice products, the stronger the degree of overconfidence, and the higher the extra benefits the com-
pany could obtain from the refunds. Interestingly, we also find that the uncertainties consumers face while advance purchasing the
product can either increase or decrease those extra profits brought by the refunds.

We contribute to the traditional advance selling model by considering consumers’ behavior biases, which can better capture
consumer’s actual decision process for the vice products. Different from the main findings in the extant literature, our results fur-
ther uncover another important role of offering refunds; capturing value by breaking up the time-consistency behavior of consum-
ers. Our results help the managers obtain customer insights, design relevant marketing strategies and further improve profits.

Keywords : advance selling;vice products ;self-control ; refunds ; behavioral modelling
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