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Ethics
Contributed Session

Chair: Daniel Boger, Bielefeld University, Universitystrafde 25, Bielefeld,
33615, Germany

1 - Consumer Perceptions of CSR Activities:
A Cross-National Comparison
Woo Jin Choi, Associate Professor, University of Seoul, Seoul,
Korea, Republic of, Ho-Jung Yoon, Jiyun Kang

While a considerable amount of research has been done in the corporate social
responsibilities (CRS) literature, not many are known regarding how consumers
define CSR and what type of activities are perceived as appropriate CSR activities
of firms. Further, despite of the fact that consumers’ cultural backgrounds might
influence their prioritizing of various types of CSR-related activities of firms, how
consumers’ perceptions of CSR activities vary in the country level has not been
yet actively researched. To fill this gap in the literature, in this research we
investigate how consumers in Korea vs. the United States perceive CSR activities.
Specifically, following Carroll (1979)’s model, we categorize firms” CSR activities
into four types: philanthropic, ethical, legal, and economic responsibilities and
compare how Korean and U.S. consumers perceive these four activities
differently. Previous studies demonstrate that US executives place greatest
importance on economic concern, followed by legal, ethical, and lastly
philanthropic concerns (Aupperle 1984). Pinkston and Carroll (1996), using the
U.S. samples, show that the order of the four types is the same, but the gap
between economic and legal responsibilities is decreased and the importance of
ethical responsibilities is increased. A later study by Sheth and Babiak (2009)
show that executives in the U.S. sports industry put the greatest emphasis on
philanthropic and ethical activities. As shown, many previous works have been
done in the United States. Therefore, we believe that our findings will contribute
to the CSR literature by advancing how consumers’ cultural difference make
them perceive the importance of the four types of CSR activities differently.

2 - Diversity Management: The Mediating Role of Trust
Monica Grosso, Professor of Marketing, Emlyon Business School,
Ecully, France, Sandro Castaldo

The paper investigates the impact of a diversity-based company strategy on brand
reputation, trust and loyalty. The aim of the research is to measure consumers’
perceptions of the level of brand inclusion and their commitment to D&T,
considering all forms of diversity. We adopt an holistic approach for investigating
many types of diversities (disability, age, ethnicity, gender, sexual orientation and
religion) integrated with a branding perspective, is at the heart of the research to
pursue the following objectives: 1) understanding the perception of the final
market regarding the brands” D&T actions; 2) measuring the impact of consumers’
perceptions of inclusion on reputation, trust, brand loyalty, and Net Promoter
Score. To comply with these objectives, we followed a two steps research process:
i. Desk Analysis: Mapping of all companies and brands that have implemented
D&T initiatives or activities aimed in the Italian market, classifying them on the
base of the previous seven forms of diversity recognized in the literature. At this
stage, we detected 112 different initiatives. ii. Survey: Construction of a
questionnaire, using mainly scales already tested in literature, and measurement
of consumers’ perceptions about the level of brand inclusion, through a CAWI
(Computer-aided web survey) on a representative sample of the Italian
population composed by 1,068 respondents. Our results show that brands that
have a continuous relationship with their customers can feed a rich and
multifaceted experience in which the D&I can play a decisive role in the growth
of trust, loyalty and NPS.
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3 - Designing a Successful CSR Communication Strategy to
Consumers - Three Steps All Managers Should Take
Sofia Lopez-Rodriguez, Visiting Professor, University of the
Balearic Islands, Palma, Spain

Despite many firms finding that there is an ever stronger business case for
attention to CSR, consumer reactions to company social and environmental
initiatives often differ markedly from company expectations. To help explain this
divergence between the expected business case and the market reality, this article
draws on existing empirical research to isolate key patterns in consumer
(mis)perceptions and preferences regarding corporate responsibility—at the
product as well as the company level. It proposes that if a business case is to be
advanced for CSR, managers should give close attention to these diverse
contingencies and avoid a ‘one-size-fits-all” approach in CSR communications. It
presents a conceptual framework to design a successful CSR communication
strategy where various company context and consumer characteristics are
analysed. This framework advances three sequential questions managers should
ask as they apply specifically to their organization—whether, what and how? The
goal is to help companies decide their CSR communication strategy in such a way
these communications are more in tune with consumer concerns as citizens, as
well as with their specific expectations of the products they purchase and the
companies they buy from.

4 - The Financial Impact of Digitally Articulated Consumer Boycotts
Daniel Boger, Bielefeld University, Bielefeld, Germany,
Jan Klostermann, Manuel Batram, Reinhold Decker

In recent years, there has been an enormous growth in digitally articulated
consumer boycotts (DCBs), especially on Twitter. The most prominent way for
consumers to articulate their participation in such DCBs is by using #boycott or
#boycott’brand’ in their tweets. In contrast to traditional consumer boycotts,
which are often initiated by the political left and reasoned through causes like
labor disputes or environmental issues, DCBs are more and more initiated by the
political right. Regardless of the individual political background of a boycott, a
common motivation for participating is to financially harm the boycotted
company. Against this background, this research project investigates how and
under which conditions DCBs impact the boycotted companies’ financial value. In
order to do so, we identified all publicly traded companies that have experienced
major boycotts on twitter in the last ten years. Building on a database of more
than 500k tweets, we detected 151 DCBs, which have primarily occurred within
the last three years. Using an event study approach, we show a negative short-
term financial impact of DCBs. By analyzing the influence of moderators (e.g.,
volume of tweets, topic of the boycott) regarding this impact, we derive strategic
implications on how to deal with this increasing challenge for business and in
particular marketing practice.

H TAO2

Aula 02

Retailing 1
Contributed Session

Chair: Yunqing Ma, Monash Business School, 103/803 Dandenong
Road, Melbourne, 3145, Australia

1 - Selling Smokes or Smoking Sales: Investigating the
Consequences of Ending Tobacco Sales
Ali Goli, University of Chicago, Chicago, IL, United States,
Pradeep Chintagunta

Measuring the cross-category spillover effects of product offerings by a retail firm
on the outcomes for that firm and for others in the industry is a challenging task
given the difficulty in accounting for environmental factors concomitant with the
action. In this paper, we study the voluntary decision by a national drugstore
chain to drop the tobacco category from its stores in 2014. By leveraging the
quasi-experimental nature of the exit “intervention” on revenue outcomes for
other drugstore chains, we measure the spillover effect of selling tobacco on the
revenue generated by non-tobacco products. We show, using Nielsen RMS data,
that for each 1% increase of cigarettes sales in non-EC stores that are located near
an “exiting” EC store relative to those non-EC drugstores that are not, the
revenue generated by non-tobacco products grows by 0.04%. Next, using Nielsen
Homescan panel data, we attempt to understand the underlying mechanism for
this spillover using household purchase behavior. We find that the transfer of
non-tobacco revenue to other retailers is mainly explained by reductions in the
frequency of trips made by smokers to exiting stores rather than changes in the
basket size. In particular, the frequency of trips to the exiting stores that included
some tobacco product was negatively affected, suggesting that tobacco was one of
the main drivers of store patronage for those trips. For non-smokers, we find that
they react to EC’s action by increasing the frequency of trips to the exiting chain.
However, the gains from attracting new non-smokers to the store does not seem
to outweigh losses. To test the generalizability of these results, we analyze the
impact of a set of tobacco bans imposed by municipalities in Massachusetts and
find similar cross-category loss patterns. Our results show that prohibiting tobacco
sales in pharmacies can have cross-category spillover etfects and may lead to
distortions in competition between retail chains by changing the nature of store
visit behavior by consumers.

2 - How Does Customization of Assortments Affect Sales?
Pei-Yu (Amy) Chien, University of New South Wales, Sydney,
Australia, Jack Cadeaux, Hueimei Liang

Retailers implement micro-marketing product strategies by customizing
assortments within categories. For 235 stores of an Asia convenience retailer, we
observe, for each store, indexes for both expected and actual customization of
assortment of SKUs that weights 25 categories within each store by each
category’s store-specific assortment proportion. A new customization measure
using absolute differences between these indexes captures the degree to which
each store implements this strategy. We then investigate: 1) how the degree of
assortment customization of a store affects its sales, and 2) under what market
and category conditions will the degree of customization have the strongest effect
on sales. Findings reveal that a store’s degree of customization has a significant
and positive effect on its sales. Furthermore, such an effect is more strongly
positive in the contexts of stores with high sales volatility and stores in areas with
high population density. To examine the effect of the degree of customization on
the sales of each category-store combination, we then adapt the measure by
weighting each SKU by its revenue proportion across all stores. We apply this
measure to the top six categories. Results reveal that, within food categories at the
store level, the effect of the degree of customization on category sales is significant
and positive. However, this result does not extend to drinks categories. Sales
volatility at the category-store level and population density at the store-level
moderate this effect within some categories.

3 - Managing Brands under Competitive Set Variation:
An Assortment Centric Approach
Piyush Kumar, Associate Professor of Marketing, University of
Georgia, Athens, GA, United States, Mayukh Dass

Given an upsurge in retailers” emphasis on the efficiency of their product
portfolios, brand managers face increasing variation in the composition of the
brand assortments they compete against across the various points of sale. The
increased variability in assortment composition raises new questions regarding
the definition of a competitor, the brand’s susceptibility to the point-of-sale
marketing activity of rivals, and the effectiveness of the brand’s own marketing
mix instruments. It is important for brand marketers to answer these questions in
order to decide upon how much variation to build into their own marketing plans
and what marketing mix elements to deploy to reduce their brand’s vulnerability.
In this paper, we propose that the marketing planning process can be made
efficient by conceptualizing competition as a unified assortment and
understanding the patterns in a brand’s susceptibility to alternative assortment
configurations and the marketing mix activities of the brand and its rival
assortments. We suggest that alternative assortment configurations to which a
brand exhibits similar levels of susceptibility can be systematically grouped
together, within which there may be relatively little need for variation in the
intensity of the brand’ marketing activity. We use a mixture-type model on store-
level transactions data to discover these assortment-centric vulnerability clusters
and show that they vary substantially across brands. We also find substantial
variation in the rivals’ marketing mix elements to which different brands within
the same category are vulnerable. We also find that the marketing mix elements
that a brand needs to deploy to defend itself may be different from the rivals’
marketing mix elements that raise its vulnerability. Our results provide guidance
for marketers regarding how to use information on brand vulnerability to
systematically adjust their marketing efforts across alternative assortment
configurations.

4 - Supermarket Price Wars: Competitive Reactions,
Their Determinants and Outcomes
Yunging Ma, Monash University, Melbourne, Australia

The heavy promotional environment is “an intractable problem” in the US
supermarkets industry. To succeed in this never-ending sequence of competitive
promotional actions and reactions, it is vital for retail managers to know the
implications of their competitors” actions and their own reactions, and understand
whether or not their reactions are justified and how to improve the effectiveness
of their reactions. However, there is a conspicuous absence of literature studying
competitive reactions in the context of inter- store competition. Therefore, the
authors conduct a systematic investigation of inter-store competitive reactions to
price promotional attacks for 20 categories from 109 store pairs across the US,
using 4 years of weekly data from IRI. The authors find that the predominant
(65%) form of inter-store competitive response is retaliation—defenders price
promoting the same category as the attacker. This is in stark contrast with brand
level competition where ‘no reaction’ is the predominant reaction form. In
addition, retaliations are short-lived and tend to be immediately implemented.
Further, competitive proximity (i.e. assortment & price format similarity),
category growth and size accentuate competitive reaction, whereas private label
share and category breadth (number of brands) mitigate it. Competitive reaction
elasticities are also moderated by market-environment characteristics. Finally, the
authors find that supermarket competitive reactions are generally justified from a
sales maximization perspective; retaliation, the most prevalent strategy,
significantly mitigates the competitive impact. In summary, this research provides
generalizable insights to guide managerial decision making in the competitive
supermarket industry.
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Misguided, Mistaken, and Misanthropic: Causes and
Consequences of Consumers’ Maladaptive Reactions
Special Session

Chair: Gizem Ceylan, University of Southern California,
Los Angeles, CA, 90089-0808, United States

1 - Victims, Perpetrators, or Both? The Vicious Cycle of Feeling
Disrespected and Adopting Dark, Cynical Beliefs about
Human Nature

Kathleen Vohs, University of Minnesota, St. Paul, MN,
United States, Olga Stavrova, Daniel Ehlebracht

Cynicism is the tendency to expect that others will engage in deception and
exploitation, based on notions that people are morally bankrupt and behave
treacherously in order to maximize self-interest. We tested how cynicism emerges
and what maintains it. Given that cynicism'’s defining features revolve around
beliefs about others, we looked for its roots in the interpersonal domain. Drawing
on social exchange literatures, we focused on disrespect and proposed that being
the target of disrespect gives rise to hostile affect. Hostility strengthens beliefs
about people’s nefarious nature (thus inciting cynical views), which predisposes
people to further disrespect by others. The end result is a vicious cycle: cynicism
and disrespect fuel one another. Two large-scale longitudinal studies, spanning 4
and 9 years, showed that feeling disrespected and holding cynical views mutually
give rise to each other in an escalating pattern (Studies 1 and 2). Both effects
were mediated by hostile affect (Study 1). An experiment showed that to the
extent that people endorsed cynical beliefs, others were inclined to treat them
disrespectfully (Study 3). Study 4’s weeklong daily-diary study showed that
cynical individuals” experiences of disrespect resulted in an increased propensity
to treat others disrespectfully, which in turn increased the likelihood of being
treated disrespectfully by others. These results illustrate how experiencing
disrespect gives rise to cynicism and how cynicism elicits disrespectful reactions in
others, in turn reinforcing the cynicism that caused these negative reactions in
the first place.

2 - Do Product Risks Matter when Perfection is Possible?
Perfectionist Consumers, their Risk Perceptions and Choice
Gizem Ceylan, University of Southern California, Marshal School
of Business, 3670 Trousdale Parkway, Los Angeles, CA, 90089-
0808, United States, Ceren Kolsarici, Debbie MacInnis

Consumers are becoming more perfectionistic in their expectations from
themselves and products they use. Practitioners market products and services as a
means by which consumers can achieve perfect outcomes, such as having the
perfect body or fastest cooker. However, achieving perfection can sometimes
entail risk. We ask whether desires for perfectionism influence the extent to
which consumers are willing to engage in purchase decisions that entail risk. We
do so by introducing and examining a novel construct - perfectionism - in
consumers’ decision contexts. Specifically, we examine how the two different
types of perfectionism - adaptive (those with high standards and high self-worth)
and maladaptive (those with high standards and low self-worth) - influence how
positively consumers respond to marketing offerings with high risk. In one field
study (with women on cosmetic surgery) and one experimental design (with
students on a memory pill), we tested and found that maladaptive perfectionists
(compared to adaptive perfectionists and non-perfectionists) were more willing to
engage in cosmetic surgery (study 1) and purchasing the pill (study 2) when risks
were perceived to be high compared to compared to adaptive perfectionists and
non-perfectionists. We also found that no difference in risk perception appeared
among three groups. In line with this finding, the mechanism underlying this
effect is that maladaptive perfectionists seem to perceive the level of risk level
(i.e., high) associated with the outcomes as a signal of the level of the reward that
one will get. Unlike other groups, these consumers pursue rather than be deterred
by risky products.

3 - The Unexpected Effect of Outrage on Online Engagement
Janet Schwartz, Duke University, Dudrham, NC, United States,
Caniel Mochon

People typically seek information that aligns with their political ideology and
avoid information that does not. We show an important boundary condition to
this effect where this pattern of engagement reverses. Across the first three field
experiments (n = 584,998) we reliably found that Facebook users were
approximately four times more likely to engage with Facebook posts advocating
ideology-inconsistent political causes than ideology-consistent ones. For example,
American users identified as politically liberal were significantly more likely to
engage with a Facebook post that supported President Trump than one that
opposed him. Likewise, American users identified as politically conservative were

more likely to engage with a post that opposed President Trump than one that
supported him. This interaction was significant (p < .001) across three field
studies that also included politically charged topics like gun control and
Obamacare. Moreover, this pattern of results cannot be explained by the novelty
of seeing counter-ideological information (Study 4, n = 49,363) and is amplified
by counter-ideological posts that specifically threaten in-group associations (Study
5,1 =200,588). As such, our results from both the field and follow-up lab studies
combine to suggest that such stark increases in social media engagement is driven
by the outrage generated by ideology-inconsistent content. We discuss the
practical and policy implications of these findings for today’s social media political
marketing.

4 - Consuming Regardless of Quality: Consumers Overestimate the
Impact of Quality Differences on the Amount Consumed
Tom Meyvis, New York University, New York, NY, 10012,
United States, Heeyoung Moon

To what extent can consumers accurately predict how differences in the quality of
a product affect their consumption amount? Across several studies of food and
entertainment consumption, we find that, although people predict that they will
consume more items when those are of a higher quality level, their actual
consumption amount is generally insensitive to the quality level. We propose that
consumers overestimate the mindfulness of their consumption decisions, resulting
in an overestimation of the influence of consumption norms, and an
underestimation of the influence of (non-discerning) visceral factors such as
hunger and boredom.

5 - Putting the “Self” Back into Self-Control: Superordinate Goal
Violation and Anticipated Regret Characterize
Self-Control Failures
Joachim Vosgerau, Bocconi, Tepper School of Business, Milan,
15213-3890, Italy, Irene Scopelliti, Young Eun Huh

Self-control is a prominent topic in consumer research, where it is often
conceptualized as the abstinence from hedonic consumption. We examine
whether this conceptualization accurately captures consumers’ experiences of
self-control conflicts and self-control failures in light of seminal self-control
theories in economics and psychology. In four scenario-based experiments and
one experiment involving real choices, we show that consumers” experience of
self-control failures is represented by choices in violation of long-term goals
accompanied by anticipated regret, rather than by the choice of hedonic over
utilitarian consumption. These results have important methodological,
theoretical, and practical implications. Methodologically, they highlight the need
of experimental paradigms with higher construct validity. Theoretically, they help
elucidate how self-control is distinct from impatience and self-regulation.
Practically, they provide a rich set of hypotheses that allow for deducing
interventions on the individual and public policy level to help consumers exert
self-control.
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Natural, Field and Online Experiments
Special Session

Chair: Andres I. Musalem, Ing. Ind. Universita de Chile,
Santiago, 8370456, Chile

1 - Online Advertising and Lead Generation: Recruiting for the Detroit
Police Department
Michael Braun, Southern Methodist University, Dallas, TX, 75206,
United States, Eric Schwartz, Hye Jin Yoon

We describe a collaborative project with the Detroit Police Department (DPD) that
employs social media advertising to improve outcomes in the police recruiting
process. The study involves an experiment that assesses lift generated by a
purpose-built Facebook ad campaign, with various steps in the recruiting process
as outcomes of interest. Our ability to limit all DPD Facebook advertising to this
campaign provides us a clean baseline against which performance can be
measured, thus giving this experiment sufficient statistical power. We also
demonstrate how using different performance metrics like clicks and conversions
(in this case, a successfully recruited police academy candidate) can lead to
different assessments of the effectiveness of ad creatives.
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2 - Push and Pull: Using Mobile Platforms for Consumer Research
Peter Zubcsek, Tel Aviv University, Alan D. Cooke, Cammy Crolic

One of the most basic differences among technological tools available for
conducting behavioral research concerns the direction of the interaction: “Push”
interactions allow the researcher to send stimuli, scale questions, and other
materials to the research participant, whereas “pull” interactions enable the
researcher to measure the participant’s behavior in a wide variety of settings. In
this paper, we argue that mobile technology, most notably smartphones, enables
the development of tools that allow push and pull interactions to be integrated in
a fashion that creates new research opportunities. On the one hand, as
participants engage in mobile research in more naturalistic and less obtrusive
settings than provided by physical labs, mobile behavioral research promises
greater external validity than lab experiments. However, mobile research reduces
the experimenter’s control compared to physical lab settings, introducing
additional complexities to the research design. To assess this trade-off, we
recruited smartphone users from a large online panel, and, holding fixed the
channel of response, we conducted a randomized experiment comparing the
impact of providing mobile notifications to the more typical email notifications.
We did this using a new tool that we have been developing, called mLab
(http://mlabresearch.com/). Our results highlight some notable benefits and
potential limitations of conducting behavioral research using mobile research
platforms. In my talk, I will detail our methodology, review our results, and
provide an overview of the implications for marketing researchers.

3 - Incentivized Reviews: Evidence from a Natural Experiment
Sungsik Park, University of South Carolina, Columbia, SC,
United States, Woochoel Shin, Jinhong Xie

In online marketplaces, sellers often provide consumers with financial incentives
to facilitate generation of user reviews. Despite its popularity, little is known
about the consequence of such a practice. In this paper, we identify the impact of
incentivized reviews using Amazon'’s policy change as a natural experiment. In
particular, Amazon has announced ban on incentivized reviews in October 2016
and since then, has been removing extant incentivized reviews product by
product. By exploiting the variation in the presence/absence of incentivized
reviews, we measure the impact of incentivized reviews on the product sales as
well as consumers’ post-purchase evaluation. Our analysis shows that
incentivized reviews lift product sales but significantly drop both the average
ratings of organic reviews and the consumer sentiment measures, suggesting that
incentivized reviews may hurt consumers by misleading them into suboptimal
choices. Further analyses suggest that this is because incentivized reviews are not
only more positive but also perceived to be more helpful by other consumers,
compared to organic reviews. We discuss managerial and policy implications of
these findings.

4 - Earthquakes and Brand Loyalty: Beyond the Short-term Effects
of Stockouts
Andres I. Musalem, U. of Chile, Complex Engineering Systems
Inst, Santiago, 8370456, Chile, Carlos Noton, Cristian Figueroa

We exploit a natural experiment that exogenously removed the top leading
brands from the retail stores for several weeks to study whether prolonged
stockouts can erode market shares persistently. Using a panel data of consumer
purchases before and after the product shortage, we observe that the top brands
only partially recovered their pre-stockout market shares. Controlling for prices,
state dependence and product availability in a choice model with heterogeneous
preferences, we find that the less popular brands increase their valuations among
those consumers more exposed to stockouts. We interpret our estimates as
evidence that changes in the consideration set forced consumers to become
increasingly aware of competing products, changing their purchase behavior
persistently.
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Crowdfunding Platforms
Special Session

Chair: Jian Ni, Johns Hopkins University, Baltimore, MD, 21202,
United States

Co-Chair: Yan Xu, Hong Kong

1 - Peer Effects in Adoption and Usage of Crowdfunding Platforms:
Evidence from United States Public School Teachers
Baek Jung Kim, New York University, Tisch Hall, New York, NY,
10012, United States, Masakazu Ishihara, Vishal Singh

Public education system in the U.S. displays remarkable inequities in resources, a
fact exacerbated by the budget cuts after the Great Recession in 2008.
Consequently, schoolteachers have had to find alternative resources to fulfill
student needs and have increasingly turned to online crowdfunding. This paper
examines the adoption and repeated use of Donorschoose.org (the largest
crowdsourcing platform in this domain) by U.S. public school teachers. Our focus
is on understanding and quantifying the presence and nature of peer effects on
short-term adoption and repeated use behavior. Database captures information on

400,000 teachers from 90,000 public schools from 2003 to 2014. We supplement
this data with an extra information capturing attributes of schools as well as the
government funding in the school districts. We find strong positive peer effects on
adoption decisions indicating the information role played by an experienced
colleague. However, peer effects on repeated use are found to be negative,
highlighting the common-core nature of this context as teachers compete for
limited local donors. We quantify “the overall effect of peer” in adoption and
repeated use by estimating a dynamic structural model of the teachers” adoption
and repeated use, where teachers’ first-time adoption costs depend on past peer
adoption and repeated use decisions are influenced by peer’s usage and own and
peer success/failure rates in previous solicitation attempts. Model allows us to
quantify the economic significance of peer effects in terms of both adoption and
repeated use and welfare (e.g., how much money raised due to peer effect).

2 - Do Similarity Patterns Among Past Crowdfunding Projects Help
Design Winning Projects?
Yanhao Wei, University of Southern California, Los Angeles, CA,
United States, Jihoon Hong, Gerry Tellis

Under the concept of combinatorial creativity, a new idea is a reconfiguration of
existing knowledge, and creativity is a balance between novel and conventional
combinations of previous ideas. Following this line of thoughts, our study
analyzes how the previous similar projects of a new project in crowdfunding
affect the funding outcome of new project. We scraped Kickstarter projects posted
in the U.S from 2009 to 2016 and apply machine learning techniques (Word2Vec
and Words Mover’s Distance) to measure the similarity between posted projects.
We construct a similarity network to indicate whether any two projects are
similar. We then examine how a project’s funding result is affected by its position
in the similarity network. Key findings of the research are as follows. First, the
number of previous similar projects has an inverted U-shaped effect on the
success and the raised funds of the focal project, implying that being too novel or
too familiar hurts a project’s success. Second, the success rate of previous similar
projects substantially helps predict the success of the focal project. Third, it
benefits a project to keep a balance between atypical and conventional
combinations of previous projects; being too atypical or too conventional hurts a
project. Fourth, it is optimal to set the funding goal slightly over how much were
raised for previous similar projects on average. We use these key findings to make
recommendations to project creators to help increase their funding odds. Overall,
our study demonstrates how to apply machine learning and network analysis
together to uncover important insights on innovations.

3 - Dynamic Resource Allocation on Multi-Category
Two-sided Platforms
Qiaowei Shen, Peking University, Guanghua School of
Management, Beijing, 100871, China, Hui Li, Yakov Bart

Platform businesses are typically resource-intensive and must scale up their
business quickly in the early stage to compete successfully against fast-emerging
rivals. We study a critical question faced by such firms in the novel context of
multi-category two-sided platforms: how to optimally make investment decisions
across two sides, multiple categories, and different time periods to achieve fast
and sustainable growth. We first develop a two-category two-period theoretical
model and propose an optimal resource allocation strategy that accounts for
heterogeneous within-category direct and indirect network effects and cross-
category interdependence. The proposed strategy shares the spirit of the
“reinforcing” rule for multi-product non-platforms firms and the “compensatory”
rule for single-product platform firms, yet it does not amount to a simple
combination of the two rules. In particular, platforms should allocate more
resources toward the stronger growth driver when considering within-category
allocation, and allocate fewer resources toward the stronger growth driver when
considering across-category and intertemporal allocations. Such nuanced
investment policy stems from the fundamental difference between cross-side and
cross-category interdependences. We use data from the daily deals industry to
empirically identify the network effects, propose alternative allocation strategies
stemming from our theoretical findings, and use simulations to show how these
strategies outperform the allocation heuristics commonly observed in current
practice.

4 - Asymmetric Information and Entrepreneurial Disincentives in
Crowdfunding Markets
Yan Xu, Hong Kong Polytechnic University, Hong Kong, Jian Ni

Technology has enabled consumers and firms interact in a way marketers had
only dreamed of in pre-Internet age. Crowdfunding not only provides a unique
channel for entrepreneurs to raise funds, but also enables consumers and firms
interact even before new product launch. Product developers nowadays can
gauge the potential demand before putting efforts into product launch through
reward-based crowdfunding. However, the information asymmetry in this market
may generate disincentives among the entrepreneurs and lead to frauds.
Understanding the causes of these frauds and their impacts on fundraisers and
platforms is important for effective management of idea generation and
realization. Specifically, we investigate to what extent the fraud decisions are
influenced by the pre-launch demand responses and how they vary across
different types of entrepreneurs. We assembled a rich dataset of historical
campaign information from 2009 to 2017 on Kickstarter.com with product launch
information collected from the major final product markets. Our empirical
strategy exploits detailed pre-launch sales data, information on fundraisers’
managerial capitals in both game design and the crowdfunding market, as well as



INFORMS MARKETING SCIENCE - 2019 TAO7

the fact that digital game category has a stable set of common product attributes.
We quantify entrepreneurial moral hazard by estimating an integrated model of
pre-selling demand and entrepreneur’s product launch decision. We find
divergent outcomes for fundraisers with different managerial capitals. Further, we
show supporting evidence of entrepreneurial moral hazard induced by pre-launch
demand signals. Finally, we provide recommendations on platform’s regulation
policies to guide entrepreneurs to bring more creative ideas to the market.

H TAO6
Aula 06

Analytics, Pricing, and Policy in the New
Retail Landscape

Special Session

Chair: Tomomichi Amano, Columbia University, New York, NY, 10025,
United States

Co-Chair: Kristina Brecko, Stanford University, Rochester, NY, 14627,
United States

1 - The Added Value of Data Analytics for Online Retailers
Ron Berman, The Wharton School, University of Pennsylvania,
Philadelphia, PA, 19104-6340, United States, Ayelet Israeli

Does the adoption of data analytics impact firm performance, and if so, how? We
exploit the staggered adoption of a retail analytics and benchmarking platform by
more than 1,500 e-commerce websites with over $100k in annual revenue to
identify these effects. Initial analysis using late adopters as a control for early
adopters finds an average weekly increase of 3-4% in revenues post adoption
(approx. $300 per week on average). Further analysis shows that the number of
transactions and overall revenues also increase, mostly attributed to repeat
buyers. In contrast, we do not find a significant increase in basket size or
discounting. This evidence suggests that the adoption of the data-analytics
platform adds value to firms, either by enabling the acquisition of better
customers or by allowing the firm to better manage its existing customers,
exhibited by increased revenue among repeat buyers.

2 - How Does Neighborhood Development Affect
Shopping Behavior?
Tomomichi Amano, Harvard Business School, Boston, MA, 10025,
United States, Kristina Brecko

Policy-makers have become increasingly interested in improving neighborhood
walkability and accessibility. In this project, we study how policy intervention
influences the local competitive environment. First, we aim to evaluate the extent
to which such initiatives influence changing consumer shopping behavior. In
particular, does improved walkability and accessibility compel people to shop
more locally? Since different neighborhoods have access to different amenities,
does such a change in shopping patterns lead to a change in consumers’” share of
wallet for different product categories or store formats? Secondly, we seek to
understand whether an increase in the accessibility of a neighborhood leads to a
change in the competitive landscape in that neighborhood. In particular, do
changes in walkability and accessibility change the set of stores against which a
particular seller is competing and, thus, affect prices? Quantifying these two
forces will allow us to determine the net welfare effect on consumers with respect
to options available and prices paid.

3 - Estimating Price Elasticity when Product Assortment Changes
Qi Yu, The Wharton School, University of Pennsylvania,
Ron Berman, Eric T. Bradlow

Many retailers increase the size of their product assortment to generate
incremental demand as well as revenue. Recently, some marketing research
begins to challenge this conventional belief and investigates how the level of
demand is affected by assortment. We posit that assortment expansion has an
additional effect on demand - it can lead to consumers’ differential response to
price changes. To investigate the conditions under which assortment expansion
leads to more or less elastic demand, we build an analytical model where demand
is endogenously determined by product assortments in a utility maximization
framework. We show that when the consumer is budget constrained, the mere
presence of complement products can lead to changes in price elasticity, even
when those products are not purchased simultaneously. To validate the
predictions, we then develop a flexible empirical demand model, which allows us
to separately identify the effect due to product assortment from that due to
confounders. We apply our empirical model to a novel dataset from an online
apparel retailer where we can exploit variations in the size of product assortment
over time. Empirical results find support for the theoretical predictions.

4 - Convenience, Information, and the Demand for E-commerce
Yufeng Huang, University of Rochester, 500 Joseph C. Wilson
Blvd., Carol Simon Hall, Room 3-343, Rochester, NY, 14627,
United States, Bart J. Bronnenberg

This paper estimates the impact of e-commerce on consumer demand across retail
chains and evaluates consumer welfare gains from online-shopping technology,
using 12 years of individual shopping records across chains in the Dutch apparel
industry and granular measures of household and chain locations. Relevant in the
context of evaluating the benefits of E-commerce, we find that consumers (1)
dislike the inconvenience of travel to spatially dispersed stores, and (2) face
information frictions which generate inertia in chain-choice. We estimate a
discrete choice model to flexibly characterize substitution between chains and
their online/offline channels and find e-commerce alleviates the inconvenience of
travel and intensifies competition between chains. We find large and
heterogeneous welfare gains from e-commerce.
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Chair: Pranav Jindal, UNC Chapel Hill, Chapel Hill, NC, 27517-3490,
United States

1 - How does Bargaining Impact the Willingness-To-Pay?
Preyas Desai, Duke University, Fuqua School of Business, Durham,
NC, 27708, United States, Pranav Jindal

Price negotiations are typically viewed as a means to price discriminate among
consumers based on their willingness-to-pay (WTP) and the effort expended in
negotiating (bargaining ability/costs). The extant literature assumes that WTP is
innate to the consumer and is thus, independent of the purchase process
(negotiate versus pay fixed prices). In this paper, we explore whether negotiation
impacts consumer’s WTP for a product, and the possible underlying mechanism
for any differences in WTP as compared to paying fixed prices. In the first lab
experiment, we find preliminary evidence that bargaining is emotionally
challenging for subjects and the perceived difficulty in bargaining increases with
the number of rounds of negotiations. At the same time, subjects believe that the
product is more expensive if the seller takes more time to make counter-offers
and are willing to negotiate more for smaller savings. Together these provide
preliminary evidence that the time taken by a seller to negotiate might signal
product quality which could influence WTP. We explore this in more detail in
subsequent experiments.

2 - Implications of Dynamic Pricing: Experimental Evidence
Przemyslaw Jeziorski, University of California-Berkeley, Berkeley,
CA, 94720, United States

This paper studies the implications of dynamic pricing in a competitive industry of
short-term rentals. The evidence is obtained using a two-step large-scale field
experiment. In the first stage prices of short-term rentals are randomized. This
variation is used to obtain unbiased estimates of demand elasticities. In the second
stage, we use a structural model to obtain theoretically optimal dynamic pricing,
and subsequently test its optimality in the field. We conduct experiment with
three arms: business as usual, optimal static pricing, and finally optimal dynamic
pricing.

3 - The Role of Advertised Reference Prices in Consumer Search
Pranav Jindal, UNC Chapel Hill, McColl 4517, CB 3490,
Chapel Hill, NC, 27517-3490, United States, Anocha Aribarg

Consumers routinely search online and in-stores to get lower prices for the
product they want to purchase. At the same time, retailers often post two prices
on the price tag of a product - a regular price or an advertised reference price
(ARP) and a sale price which the consumer pays if they choose to purchase.
Previous research (see for example, Della Bitta and McGinnis 1981, Bearden and
Teel 1984, Urbany and Weilbaker 1988) has shown that the presence of these
ARPs increases a consumer’s likelihood of purchase and lowers her likelihood of
search primarily by giving her additional transaction utility (Huang 2018). In this
paper, we study a different mechanism through which ARPs influence consumers
decision to search and its potential implications for market structure. Specifically,
we focus on the role of ARPs in influencing price beliefs and explore whether
price beliefs mediate the direct effect (through transaction utility) of ARPs on a
consumer’s decision to search. We design an incentive aligned online study where
consumers update their price beliefs based on random search outcomes, and
additionally, expose consumers to ARPs in a randomly chosen subset of search
tasks. Preliminary results show that consumers update price beliefs in response to
ARPs. Importantly, we find that price beliefs mediate the role of ARPs on search
decision such that ARPs influence search decision primarily due to their impact
on price beliefs as opposed to providing transaction utility to the consumer, as has
been posited in the literature. We explore the implications of ignoring this
mechanism on search outcomes and market structure.
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1 - The Effect of Weather on Users’ Online Behavior
Bernd Skiera, Goethe University Frankfurt, Theodor-Adorno-Platz
4, Frankfurt am Main, 60323, Germany, Klaus Miller,
Steffen Foersch

We investigate how weather impacts two dimensions of user’s behavior, namely
user’s activity (measured by the number of ad impressions delivered) and user’s
response (measured by the average click-through rate) across different devices
(i.e. smartphone, tablet and desktop computer). We base our empirical study on
several data sets, including high quality weather data, and a large advertising data
set provided by a major European premium publisher network. The latter
contains information about 8BN ad impressions (delivered on 160 premium
websites by 270 advertisers) and 3.6M clicks. We argue that when the weather is
good, users get more physically active and will consequently spend less time
online. In line with this argument, we find that good weather substantially
decreases users’ overall online activity, namely by 32% on average. We
furthermore argue that the weather impacts via which device users go online.
More precisely, we argue the share of usage of smartphones and tablets increase if
the weather is good because it encourages users to go outside. In line with this
argument, we find a shift of desktop to smartphone usage during good weather.
Yet, we do not observe an increase in the usage of tablets during good weather
conditions. Also, we argue that the weather impacts users’ response to ad
impressions (i.e. click-through rate) because good weather positively impacts
mood, which in return biases users’ evaluations in the direction of their mood. In
line with this argument, we find a substantial increase of click-through rates, on
average 9%, in case of good weather. That effect is strongly positive for users on
mobile devices, but negative for users on a desktop device. As good weather
decreases users’ activity and mostly increases their response, we do not find a
significant effect of the weather on the total number of clicks.

2 - Utilizing Geographical Location Data to Better Understand Online
Customer Journeys
Rene Laub, Goethe University Frankfurt, Frankfurt am Main,
Germany, Evert de Haan

Throughout the customer journey customers go through a path from problem
recognition, information search to purchase. During this journey, customers
engage with companies and information providers via various off- and online
touchpoints to gather information. Models on information search suggest two
types of search behavior; pre-purchase search and ongoing search. While pre-
purchase search relates to gathering information for a planned purchase in the
near future, ongoing search is not related to a directly planned purchase and is
e.g. motivated by creating long-term product knowledge or for recreation
purposes. For advertisers it is crucial to identify users with a direct purchase
intention, since targeting these users with advertising has a higher likelihood to
stimulate actual purchases. In the online world, targeting is currently done based
on a user’s historic browsing behavior: based on the websites a user has visited, a
user-profile is created containing the user’s characteristics and interests. Relying
only on this information suffers a major drawback: a broad range of online
browsing behavior can occur in both types of search behavior. A reason for this is,
that browsing through websites comes with relatively low search costs and is
therefore also conducted by customers having on average lower expected benefits
of search (users with ongoing search behavior). We address this problem by
integrating information about behavior that comes with higher search costs, in
particular, physical visits to focal locations like stores or shopping areas. We
combine online browsing behavior of a user with individual GPS-data and
investigate if this can help better understand the future browsing behavior and
responsiveness to banner advertising. We analyze behavior of more than 60,000
users observed over two years. We show that adding a user’s visited locations to
the online journey enables predictions of future browsing behavior and
responsiveness to banner advertising. This can improve profiling of users for
targeting and can result in higher advertising effectiveness.

3 - How Allowable Advertising Counters the Detrimental Effects of
Ad Blocking Behavior
Maik Eisenbeiss, University of Bremen, Bremen, Germany,
Nico Wiegand

Internet users increasingly use ad blocking tools to prevent their browsing
experience from being interrupted by online advertisements. From a marketing
perspective, however, the use of ad blockers reduces available inventory and
limits the reach of online advertising efforts. In response, publishers have
implemented several strategies to cope with the detrimental effects of ad blocking
behavior. A relatively recent approach is “allowable advertising”, which builds on
the assumption that users of ad blocking tools do not reject online advertisements
per se, but are annoyed by the massive amount of ads on the internet. Allowable
advertising lets these users actively decide whether a limited number of
advertisements may be displayed while retaining the underlying protection by ad
blocking software. In this project, the authors use a combination of field and lab

experiments to investigate the effectiveness as well as the underlying mechanisms
of allowable advertising among consumers who have adopted ad blocking
software. Initial results of three field tests indicate that users of ad blocking tools
respond positively to allowable ads with click-through rates significantly
exceeding those of users in a non-ad blocking context. Advertisers should feel
encouraged not to refrain from online advertising altogether when ad blocking is
active. Rather, they can use allowable ads to cut through the increasing online
clutter and raise advertising effectiveness.

4 - From Darknets to Light: Understanding the Consequences of Law
Enforcement Busts on lllegal Darknet Marketplaces
Prasad Vana, Assistant Professor of Marketing, Tuck School of
Business at Dartmouth, Hanover, NH, United States

A large majority of ecommerce currently happens on the “Surface Web”, which
consists of all the websites that can be accessed through search engines. However,
there has recently been a rapid growth in the “Dark Web”, consisting of websites
which cannot be indexed by search engines. Marketplaces similar to the Surface
Web marketplaces such as eBay have also evolved on the Dark Web and are
commonly known as “Darknet” marketplaces. They offer a high degree of
anonymity and security to its users and have attracted sellers and buyers of illegal
products such as drugs, weapons, and identities. In this research, we focus on a
bust operation by the FBI and Europol that shut down Silk Road 2.0, one of the
biggest Darknet markets in 2014. Using the bust as an exogenous shock, we
investigate the causal effect of the bust on Evolution, a large Darknet market not
subjected to the bust. We find that the bust had positive economic consequences
for the buyers, sellers, and the administrators of Evolution. Specifically, the prices
reduced, variety of products increased, and the quantity sold per vendor increased
following the bust. Our results demonstrate that there could be surprising and
unintended consequences to such busts and recommend law enforcement
agencies consider them into their enforcement strategies.
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Chair: Ruoxin Zhou, Peking University, No. 5, Yiheyuan Road, Haidian,
Beijing, 100871, China
1 - Sharing Economy: Marketing and Economic Implications for
Legacy Firms
Andreas Kraft, University of Texas-Austin, Austin, TX,
United States, Raghunath S. Rao, Xing Gao

Sharing Economy platforms like Uber and Airbnb are disrupting the markets
traditionally served by long-established legacy firms. This paper builds an
analytical model that attempts to understand the marketing implications of
competition between established legacy firms and P2P platforms. Our model
studies the market outcomes in a setting wherein a P2P platform that brings
together disaggregate asset owners and competes for consumers alongside a
legacy firm. Additionally, we analyze the impact of potential regulations and show
that policies like the ban of surge pricing can result in a “lose-lose” scenario in
which the legacy firm’s profits, as well as the P2P platforms profits, could
decrease. We further show, quite counterintuitively, that when the periods of
high demand become more frequent, a ban of surge pricing is not always in the
interest of the consumer. Furthermore, we find that long-term price regulation of
the legacy firm can weaken the price competition and thus serve as a “win-win”
scenario for both the legacy firm and the P2P platform. Our results provide
several important guidance for policymakers and legacy firms competing with P2P
platforms.

2 - Internet Celebrities & Electronic Word-of-Mouth: How do Internet
Celebrities Influence Purchase Intention?
Lancy Mac, Assistant Professor in Marketing, The University of
Macau, Macao, Yixin Zhang

Social media sites have created opportunities for people to create, communicate
and share information regarding products and services. As an extension of
traditional marketing instruments, social media helps to achieve greater reach in a
shorter time while creating engagement and intimacy. Internet celebrities,
utilizing social media platforms and electronic word-of-mouth (eWOM)
communication, have become effective mediums in influencing people’s
consumer behavior. In this study, we attempted to figure out the impact of
internet celebrity eWOM regarding how it affects purchase intention. For this
purpose, our model was built on information adoption model, theory of reasoned
action, and related components in celebrity endorsement. Specifically, six factors,
perceived trustworthiness, perceived expertise, needs of information, internet
celebrity attachment, desire to emulate, and attitude towards internet celebrity
eWOM, were tested against purchase intention. The results of this study found
that perceived trustworthiness does not influence attitude towards internet
celebrity eWOM but is a major factor that determines purchase intention directly
and positively. Perceived expertise, needs of information, and internet celebrity
attachment, have discovered positive effects on both attitudes towards internet
celebrity eWOM and purchase intention. And we also found a positive
relationship between attitude and purchase intention. However, in this study, no
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effect was found between desire to emulate and attitude, as well as to purchase
intention. The results of this study aimed to further advance the understanding of
eWOM and internet celebrities marketing. Practical implications and further
research directions were discussed at the end of the study.

3 - Leaderboard Effect: Who, When, and How?
Ruoxin Zhou, Peking University, Beijing, China, Xing Li, Fei Ren

In the research field of online learning, it is critical to keep users motivated and
retain users. As a fundamental advantage that distinguishes online learning from
traditional learning, the role of mechanism design is underexplored. In this
research, using foreign language words-memorizing data from a leading online
learning website, we examine the effect of leaderboard. We use a structural model
to determine how to display the leaderboard to maximize its motivational role.
Besides, we use a hierarchical Bayesian model to estimate individual-specific
parameters. Our results suggest that, overall, users will experience a sluggish
period during the middle of their online learning progress (i.e., “stuck in the
middle”), while the leaderboard effect maximizes when users lack internal
motivation. With the empirical results, we have the following advice to optimize
the leaderboard: (1) online learning websites can shut down the leaderboard for
users who are negatively influenced by the leaderboard. (2) Online learning
websites can emphasize or hide the leaderboard at some specific periods because
leaderboard effects vary during the online learning progress. (3) Online learning
websites can optimize the display of leaderboard because displaying the TOP10 to
all users is not suitable. This paper shed light on the mechanism design of online
learning websites, and it may also provide guidance for other websites that
display leaderboard.
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Chair: Jason Bell, University of Oxford, Oxford, United Kingdom

1 - Forecasting the Impact of Product-Harm Events on Firm Value by
Leveraging Negative Word of Mouth
Hamid Shirdastian, PhD Candidate in Marketing, Concordia
University, Montreal, QC, Canada, Bolin Li, Laroche Michel

Product-harm events are always a nightmare for all stakeholders. Analysts believe
that defective items not only may provide risks to the general population but can
likewise cause critical monetary and reputational harm to the firms. Since
ignoring a problem does not lead to having it go away, more research is needed to
shed new light on the way crisis and risk communication should take place once
necessary. Prior study has suggested the complexities of consumer word of mouth
effects and how to accurately forecast the impacts of product-harm events on firm
value as important subjects. This study extracts the sentiment of consumer
complaints in the context of product defection and examines if including
consumer sentiment in time series models can improve forecasting performance.
Authors make an empirical comparison between two multivariate time series
forecasting methods: VAR (vector autoregressive model) and deep learning LSTM
(long short-term memory model). A unique dataset, containing five-year data of
all automobile nameplates in three major manufacturers along with official
complaints filed on NHTSA and their associated product recall in the U.S. are
analyzed. The results suggest LSTM outperforms VAR predictability of firm value
and on average obtains 40% reduction in error rates when compared with error
rates of VAR. It is also noticed that both LSTM and VAR perform better forecasting
after adding consumer sentiment in time series modeling, while LSTM makes
greater progress in predictive error reduction. Implications for communication
theory and practice are discussed.

2 - What is a Good Explanation in the Context of Artificial
Intelligence? A Human’s Guide to Understanding and using
Machine Learning Output

Tong (Joy) Lu, Assistant Professor of Marketing, Carnegie Mellon
University, Pittsburgh, PA, United States, Dokyun Lee,
Tae Wan Kim, David Danks

Machine learning algorithms provide predictions to expert users, such as an
underwriter (‘approve loan’) or recommendations to everyday consumers (‘You
may like X’) alike. These Al systems rarely provide rationale or explanation for
predictions or recommendations made, which could lead to a significant loss of
trust and use intentions by the end-users. The critical need for explanations and
justifications by AI systems has led to calls for algorithmic transparency, including
the EU General Data Protection Regulation (GDPR) that requires many
companies to provide a meaningful explanation to involved parties (e.g., users,
customers, or employees). However, these calls presuppose that we know what
constitutes a meaningful or good explanation. On the contrary, there has been
surprisingly little research on this question in the context of AI systems. Thus, in

this study, we 1) develop a framework grounded in philosophy, psychology, and
interpretable machine learning to investigate and define characteristics of good
explanation (e.g., mode of explanation) in various settings (e.g., explainee
motivation, magnitude and valence of harm/reward) and 2) measure the impact
on perception of understanding, usage intention, and trust via a series of lab
experiments. The results serve as concrete guide for managers on how to present
algorithmic prediction rationales to end-users to foster trust and use. Insights also
provide elements of explanation and transparency to be considered by AI
researchers in developing transparent or explainable machine learning algorithms
or Al engineers in implementing such systems.

3 - “Artificial” Intelligence with “Real” Stereotypic Bias:
An Examination of Female Consumer Stereotypes Learned
by Algorithm
Shelly Rathee, PhD Candidate, University of Utah, SLC, UT,
United States, Arul Mishra, Himanshu Mishra

User generated reviews are considered the voice of customers and a valuable
source of information to firms. Insights mined from textual reviews play an
indispensable role in several business activities ranging from product
recommendation, targeted advertising, promotions, segmentation, etc.For
instance, algorithms mine information from reviews to create customized
recommendations for customers, thereby shaping countless preferences from the
choice of a product, vacation to a job. But no prior work has questioned whether
reviews might hold stereotypic gender bias that algorithms learn and propagate in
business activities. In this research, authors apply a recent word embedding
algorithm, GloVe, on more than 11 million reviews from Amazon and Yelp that
have been moderated for offensive content. They find that even moderated
reviews contain gender bias. Along with demonstrating the presence of gender
bias, they examine whether the bias is caused because of a negative bias against
females or a positive bias for males. Authors then conduct a study to examine the
influence of gender bias on a business activity - product recommendations - and
examine the impact on consumer choice, especially choices made by female
consumers. Last, they discuss the policy implications for female consumers
especially when they are unaware of the bias, and the ethical implications for
firms.
4 - Predicting Customer Behavior with LSTM Neural Networks
Mainak Sarkar, PhD Student, ESSEC Business School, Cergy,
France, Arnaud De Bruyn

In predictive modeling, data analysts develop features (or indicators) to
summarize past customer behavior, and use these features (e.g., recency,
frequency, average amount) as predictors to forecast future behaviors. A shortfall
of this approach is that two customers might have identical features, yet display
widely different behavioral patterns. Additional and increasingly complex features
(e.g., seasonality indicators, interpurchase delays, variances) can be developed to
capture these patterns, but at the expense of model simplicity and stability. In
complex business environments, feature engineering quickly becomes more an
art than a science. In this paper, we investigate whether LSTM (long-term short-
term memory) neural networks, commonly used in language processing and
speech analysis, can be used to naturally capture past behavior with high
granularity, yet without relying on complex features, to predict customer
behavior. We develop an LSTM model in a fundraising context, and demonstrate
the advantages (and potential shortfalls) of this approach compared to more
traditional predictive models.

5 - Is Creativity Purely Random? Humans vs. Machines for Idea
Screening in Crowdsourcing Contests
Jason Bell, University of Oxford, Oxford, United Kingdom,
Christian Pescher, Gerard J. Tellis

Crowdsourcing contests generate a large number of ideas. To find the best ideas,
the current state of the art is to let experts screen them. However, this process is
inefficient, both in terms of hours paid and because of expert fatigue. It would
save money to replace human evaluators by machines. Whether this is possible
depends on if creativity is purely random or contains patterns. We substantially
improve current state-of-the art measures and apply them to 9 crowdsourcing
contests conducted for large corporations. While our approach cannot predict the
contests” winners, it can screen out bad ideas without sacrificing many high-
quality ideas. This limits the cognitive burden of the human evaluators. Thereby,
we make the following contributions: a) we show efficacy in data from real
contests rather than lab-experiments, b) our method works out-of-sample,
whereas previous research considered in-sample ¢) we show that reference texts
from Wikipedia and Google Patents contain more predictive information than
reference text from Google Search, d) we show that reference text from other
ideas submitted to the same contest contains the most predictive information, e)
we show that contest-specific variables predict more accurately than domain-
specific variables.
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1 - Customer Acquisition via Daily Deal Promotions and a
Comparison with Alternative Acquisition Methods
Jie Zhang, R.H. Smith School of Business, University of Maryland,
College Park, MD, 20742-1815, United States, Jaime Romero,
Ralf Van der Lans, Mark Hess

Daily deal promotions (such as Groupon coupons) are different from
conventional price discounts and coupons in several fundamental ways. Due to
the high (percentage) face values and costs to merchants, their effectiveness as a
sales promotion tool has been cast with serious doubts. In recent years, some
firms have instead opted to use daily deals as a customer acquisition tool and to
aim at longer-term payoffs of running such promotions. In this study, we conduct
an empirical investigation on the effectiveness of this strategy and compare the
values of customers acquired via a daily deal campaign to those acquired via other
means, such as online search, referrals, and drive-by. We also examine the impact
of such strategy on the existing customers and quantify the net impact of running
daily deal acquisition promotions on the entire firm. Our analyses are carried out
by utilizing detailed customer transaction data provided by a firm that ran daily
deal acquisition promotions. We find that, although daily deal promotions have
attracted new customers for the firm and brought in an additional source of
revenue, customers acquired via this channel tend to spend less and churn away
from the firm at a higher rate. Overall, their customer values are substantially
lower than those acquired via several alternative methods. Nonetheless, we did
not find negative impact of daily deal acquisition promotions on existing
customers who were not eligible for the promotions. We discuss the implications
for customer relationship management and assessment of promotion
effectiveness.

2 - Effectiveness of Customer Complaints Recovery: Optimizing
Retention and Long-term Profitability
Stanislav Stakhovych, Monash Business School, Melbourne,
Australia, Ali Tamaddoni

With service recovery as a ‘life changing’ touch point to turn a complaining
customer to a loyal one, academics and practitioners are constantly searching for
best recovery strategies. While there is strong evidence of the effectiveness of
matching the type of recovery with the nature of the failure, no study has
attempted to provide advice in situations where the matching of resources is not
possible on both sides of the failure/recovery exchange. Additionally, the
interactions of failure/recovery types and their effects on long-term profitability
have not been studied sufficiently, mostly due to the lack of appropriate empirical
data. In this study, utilizing resource exchange theory, we develop a joint
probabilistic model of customer purchases, recovery actions after service failure
and customer churn to investigate the effects of different recovery responses
depending on the type of failure. Applying our model to data from a major online
retailer, we found evidence to support that ‘resource matching’ is the most
effective recovery response in terms of improving the retention and long-term
profitability of customers. Also, monetary compensations proved to be the most
effective strategy in cases where resource matching is not possible.

3 - The Impact of Product-Harm Crises on Customer Acquisition and
Retention: The Role of Marketing Instruments
Kateryna Gavrysh, University of Mannheim, Mannheim,
Germany, Thomas Schreiner, Florian Stahl

The last two decades have witnessed a dramatic increase in the number of
product-harm crises. Consequently, the differential impact of such scandals on the
market shares of brands and companies is of great interest to academics and
particularly to practitioners. In this paper, we study how product recalls affect
customer acquisition and customer retention - two key components of customer
lifetime value (CLV) - in the U.S. automotive industry. We use NHTSA data on
about 13,000 recalls of automobiles during 2000-2008 and actual purchase and
brand switching data on more than 700 car models of 39 major brands. Further,
this research addresses the role of marketing instruments (pricing, advertising
expenditures, distribution intensity, and product quality) in shaping the effects of
product-harm crises. We estimate a multinomial logit market-share-attraction
model while correcting for potential endogeneity. We find that customer
acquisition is hit far less hard by performance failures than customer retention.
However, prospects appear to be more price sensitive in the context of a product-
harm crisis than existing customers. Moreover, in line with the expectancy
violation effect, prospects may react more negatively to recalls of products
associated with a higher quality. Finally, the authors identify marketing
instruments to mitigate the effects of product-harm crises, e.g., the results show
that advertising is effective to attenuate the negative consequences of a product
recall on customer acquisition/retention.

4 - Accommodating Non-Poisson Purchase Behavior in
Customer-base Analysis
Makoto Abe, The University of Tokyo, Tokyo, Japan

One advantage of a Pareto/NBD model —- the benchmark for customer-base
analysis —- is that it requires minimal purchasing data from customers, namely
recency and frequency. The tradeoff is the model posits strong assumptions on
consumer behavior. Of those, the most restricting assumption is the Poisson
purchase, which imposes a memoryless purchase process, implying that purchase
occurs independent of the previous interpurchase time. The assumption is
appropriate when purchases involve a wide variety of categories, such as
purchases at a department store or an online shopping mall, since transactions
tend to occur randomly. However, when transactions occur cyclically, for
example, by focusing on a narrower product category, this assumption may not be
satisfied. While one can try fitting different interpurchase distributions, such as
Weibull and gamma, their estimation is often unstable especially for shape related
parameters. Furthermore, the results vary by the function form chosen. This
research proposes a general purchase model that can accommodate either
memoryless or cyclic pattern, which is then applied to customer-base analysis.
The model (1) provides customer-specific measures for transaction intensity and
cyclicity, (2) permits more accurate estimation of individual probabilities of being
active, (3) results in a more reliable estimate for customer-base. The drawback is
the data requirement in that one needs to collect complete purchase history that
records individual transactions.

5 - Reward for Engagement: How Engagement-based Reward
Program Promote Sales in the Mobile Internet Era
Banggang Wu, Wuhan University, Wuhan, China, Yubo Chen,
Prasad Naik

With the development of mobile internet and information technology, customers
are increasingly engaged with firms via mobile devices. More and more firms start
to switch from traditional purchase-based reward program to engagement-based
reward program to manage customer relationship. In this study, we investigate
the sales impact of engaged-based reward program and explore its heterogeneous
effects on different customers. Based on the data from JD.com, the largest online
direct selling retailer in China, we find that rewards for customers’ engagement
can significantly increase customer purchase, while rewards for customers’
purchase fail to achieve that. What’s more, our empirical results show that
rewards for customers” engagement have greater effects on mobile customers
than PC customers. This paper enriches marketing theories about customers’
engagement and reward program, and provides important managerial
implications.etime value. In this study, we quantity the sales impact of reward
policy based on customers’ engagement and explore the heterogeneous impacts
between customers. Based on the data from JD.com, the largest online direct
selling retailer in China, we find that rewards for customers” engagement
behavior can significant increase customers purchase behavior, while rewards for
customers’ purchase behavior could not impact customers” purchase behavior.
What's more, the empirical results show that rewards for customers’ engagement
behavior have greater effect on mobile customers and customers in lower Internet
development cities than non-customers or customers in higher Internet
development cities. This paper enriches marketing theories about customers’
engagement and reward program, and also provides important managerial
implications.

H TA12

Aula 12
Innovation 1
Contributed Session

Chair: Rowena Crabbe, Virginia Tech, Marketing
Dept., Virginia Tech, Blacksburg, VA, 24060, United States

1 - Information, Creativity and Participation in Innovation Contests
Haosheng Fan, Hong Kong University of Science and Technology,
Hong Kong, Song Lin

Innovation contest is an important tool for a firm to generate new ideas and
products. In an innovation contest, a population of contestants compete for a
fixed amount of prize and the contestant providing the best solution is awarded
the prize. Participation and creativity are two important factors that determine
the final outcome a firm can obtain out of a contest. In this paper, two types of
information are examined: interim feedback and submissions from others. We
collect data from a leading freelancing platforms where a firm seeks logo designs
from independent designers. In a contest, a firm provides feedback in the form of
star ratings to interim submissions from designers and all ratings are public to
everyone. A designer also observes what others have submitted before to the firm
and what approaches are used in their submissions. In order to determine the
approaches in each design, we apply machine learning methods to extract
features from each logo image and a designer’s creativity is measured by the
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features in his submissions. Observing others” submissions opens the room for a
designer to be a copycat and an intuitive prediction would be that designers are
less creative and the approaches used in submissions tend to converge over time.
However, we find the opposite prediction and designers try more unique
approaches when competing submission is a public information. Observing
competing submissions expands the choice set of design features which a designer
may consider and encourages the designer to try new approaches. We also find
public submission soften the competition and a designer is more likely to stay in a
contest when competitors performance well. Feedback decreases creativity but
increases participation. When a designer receives feedback from the firm, he is
more likely to submit a new design and use the same approach as his previous
submissions rather than exploring a new approach.

2 - Impact of R&D Investment on Firm Value: The Role of
Customer Awareness
Kyowon Seo, Seoul National University, Seoul, Korea, Republic of,
Junhee Seok, Kim Byungdo

In a rapidly changing world, companies that neglect R&D (Research and
Development) become difficult to guarantee their sustainability. Generally, R&D
investment is well known for a way to improve the core competitiveness of a
firm. Especially from the customer’s point of view, R&D investment would be one
of the key factors that determine the overall image of the firm. From this
perspective, this paper implemented longitudinal data analysis with Korea stock
market data to figure out not only the relationship between R&D investment and
firm value but also the role of customer awareness in the relationship between
R&D investment and firm value. The longitudinal data analysis showed the
following three results. First, R&D investment has a significant and positive
impact on firm value, which has been proved by a number of other researches.
Second, the effect of R&D investment on firm value depends on the level of
consumer awareness. In other words, R&D investment and firm value are more
positively related for firms with high customer awareness. Third, the impact of
R&D investment on firm value depends on how R&D investment is categorized
within the accounting system. If R&D investment is categorized as cost in the
accounting system, it provides a bigger positive effect on firm value with high
customer awareness, however, in the case of R&D investment treated as an
intangible asset, there is no significant evidence that customer awareness helps
R&D investment to amplify the firm value. These pieces of evidence provide
practical implications for corporate decision makers by figuring out the
relationship between R&D investment and firm value, and a way to amplify the
effect of R&D investment.

3 - Do Switching Costs Deter Product Innovation? The Case of the
French Mobile Telecommunications Market
Yutec Sun, KU Leuven, Leuven, Belgium

This paper explores empirical basis for the role of customer switching costs on
product innovation in the mobile telecommunications market. The conventional
view considers switching costs as deterring innovation by enabling the firm to
protect its market power without investing in innovation. However, it has been
neglected in the literature that switching costs may also spur innovation by
increasing prospective profits through enhanced ability to appropriate rents from
innovation. To analyze the two opposite intuitions, we build a dynamic model of
network investment and product-market competition in order to characterize the
equilibrium incentives for innovation under various switching costs and market
structures. We find that an inverted U-shape relationship holds in general
between switching costs and innovation incentives. Furthermore, we also find
that the loss of captive customers leads to reduced incentive for innovation
investment.

4 - Does Having a Marketing Founder Increase a Start-up’s
Likelihood of Obtaining Funding? An Analysis of the Preferences
of 450 Entrepreneurs and Investors

Ofer Mintz, University of Technology Sydney, Sydney, Australia,
Peter J. Lenk, Yitong Wang

In this work, we focus on the following: does the composition of founder
functional backgrounds in start-up firms matter in terms of start-up firms’
likelihood of obtaining funding or investments? In other words, are some
backgrounds, such as marketing, valued and preferred over others, and is
diversity valued and preferred in terms of combinations of backgrounds? In
addition, to examine if there is a misalignment between those who found start-up
firms and those who evaluate such firms, we investigate whether differences exist
between investor and entrepreneur preferences for founder functional
backgrounds. To answer these research questions, we propose a conceptual
framework and conduct a conjoint analysis on 224 investors and 226
entrepreneurs who made a combined 8,100 investment choice decisions based on
combinations of founder functional backgrounds and controls for the start-up
firm’s industry, stage of development, and focus on customers and competitors.
Our analysis finds that marketing is the most preferred founder background
overall. In addition, we find that having a founder with a marketing background
is particularly important to experienced investors relative to less experienced
entrepreneurs. Further, we find a founding team comprising of marketing and
finance is the most preferred combination of backgrounds, but having multiple
founders with a marketing or any other background is detrimental. Hence,
diversity in founding team backgrounds is preferred.

5 - Navigating Technology Disruption: How Micro-level Factors
Shape Organizational Impact
Rowena Crabbe, Virginia Tech, Blacksburg, VA, United States

The “pass” business model (e.g. ClassPass, MoviePass, MealPal - formerly
MealPass), is a technology enabled platform that brings together consumers and
service providers, serving as an intermediary between the two parties. The
platform mediates transactions, offering consumers monthly access to a set
number of goods, while promising service providers additional exposure and
incremental revenue from excess inventory. We have little understanding how
the introduction of a “pass” platform impacts existing businesses. In this study, we
examine how the introduction and presence of one such platform, ClassPass,
affects small businesses and consumer behavior. We conducted an interrupted
time series regression analysis using a unique panel data set comprised of
individual purchase and attendance data within two small fitness businesses over
five years (n =15,496). We find that each businesses’ revenue declined with the
introduction of ClassPass, despite the increased volume. Additionally, changes to
the platform’s business model significantly impacted revenue. We find three
individual level behaviors contributed to the organization’s decline in revenue
with the introduction of ClassPass: 1) the organization’s most profitable
consumers spent less, evidenced by a decline in unlimited membership purchases;
2) consumers sought variety and value, and, 3) the introduction of the platform
disrupted the existing community within the organization, evidenced by class
composition. While the value of the “pass” platform is evident for consumers,
these findings question the value for small businesses, complicating conventional
wisdom that small businesses must engage with technology platforms to remain
relevant. These findings extend literature on technology platform disruptors by
focusing on the micro level impact at the organizational and individual consumer
level.

H TA13
Aula 14

Branding 1
Contributed Session

Chair: Maria Ana Vitorino, University of Minnesota, 3-150 Carlson
School of Managemenet, 321 19th Avenue South, Minneapolis, MN,
55455, United States

1 - Evaluation of Brand Association at Two Different Points in Time
Masao Ueda, Waseda University, Tokyo, Japan

Diffusion of social media makes it difficult for a consumer to keep a good brand
image for a long time. Hence, a brand manager conducts a consumer survey every
year to understand what brand association he/she has. When a brand manager
compares the survey result of this year with last year, he/she should interpret it
carefully. Consumer survey can not always be conducted on same condition. A
respondent who answered on the questionnaire last year may not answer this
year and every item in last year’s questionnaire is not always available in this
year. Therefore, some ingenuity is required for the analysis method, or some
modification is required for the analysis result of the survey data. In order to
propose such the analysis method, a survey on brand image was conducted
during almost the same period in 2017 and 2018. These consumer surveys
collected reaction and reaction time data on brand associations regarding a certain
Japanese car manufacture. The obtained data was analyzed by a hierarchical
Bayesian model referring to the idea of equating in the Item Response Theory. As
a result, a brand association on a new product in 2018 could be evaluated by
using the method proposed in this research.
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2 - Brand Positioning in the Era of Brands with a Purpose
Tulin Erdem, Professor of Business and Professor of Marketing,
New York University, New York, NY, United States, Cagdas Sirin,
Vishal Singh, Qianyun (Poppy) Zhang

A large academic literature on corporate social responsibility (CSR) shows
potential benefits for firms from commitment to socially conscious causes. Such
pro-social endeavors have been shown to foster higher customer loyalty, and
impact long-term profitability. At the same time, there is ample evidence that
many good-faith CSR initiatives fail to generate positive consumer response.
Despite its importance, there is limited academic work examining how CSR
commitments by firms is impacted by congruence between its brand positioning
and the value judgements of its customer base across various CSR domains. This
is especially surprising given current consumer (especially the millennial
consumer) preferences for brands that take a strong stance for social issues. The
objective of this article is to fill this gap by providing a large scale empirical
investigation that incorporates dimensions of brand equity, the nature of CSR
initiatives, brand involvement with social causes, and demographic, ideological,
and psychological characteristics of the customer base. Using a representative
sample of customer attitudes for over 100 brands spanning ten product categories
in the US and major European countries, we show that consumer response to
CSR initiatives depends critically on the consumers’ personal value judgement on
the cause and the perceived congruence between the social cause and the brand’s
positioning in the marketplace. We also explored brands’ performance in financial
markets and evaluated how brands involvement in social causes impacted those
metrics. We find some evidence that brands involved in social causes could close
the awareness gap between older, mature brands and young brands. In an era of
brand activism and increasingly polarized societies, our results provide important
guidelines for brand managers in understanding the mechanisms underlying the
synergies between causes to increase the welfare of different stakeholders and
brand perceptions.

3 - A Model of Brand Health in the Age of Big Data and Fast-Paced
Marketing Actions
Tolga M. Akcura, Professor of Marketing, Ozyegin University,
Istanbul, Turkey

Consumer behavior is under the influence of increasingly fast-paced markets.
Peer influence, fast developing trends, social media (Instagram pictures/ stories,
facebook likes, tweeted moments, shared videos) are some of the emerging yet
proven technologies that influence consumer behavior. Brand managers admit
that the traditional approaches and brand health metrics are not suitable for the
fast-paced, technology-driven market places. Conducting annual brand audits are
increasingly seen as obsolete. Timely prescriptive actions carry utmost
importance. Defining new brand metrics that can guide branding and marketing
decisions is a priority for most marketers, but, still, there are limited options. This
research proposes a new approach to capture and model a brand’s health. A novel
set of metrics are obtained from social media over multiple years. Brand health is
filtered from sales using Kalman Filtering that allows for structural breaks, while
separating the expansionary and contractionary periods using Gibbs sampling.
The findings show how the brand health can be identified and tracked with
meaningful managerial insights that can be used for day-to-day brand
management and creative campaign decisions.

4 - Decomposing Firm Value
Maria Ana Vitorino, INSEAD, Fontainebleau, France,
Frederico Belo, Vito Gala, Juliana Salomao

What are the economic determinants of the firm’s market value? We answer this
question through the lens of a generalized neoclassical model of investment with
physical capital, quasi-fixed labor, and two types of intangible capital, knowledge
capital and brand capital. We estimate the structural model using firm-level data
on U.S. publicly traded firms and use the parameter values to infer the
contribution of each input for explaining firm’s market value in the last four
decades. The model performs well in explaining both cross-sectional and time-
series variation in firms’ market values across all firms, with a time series R2 of
80% and a cross sectional R2 of 99%. We find that the relative importance of
each input for firm value varies across industries. On average, physical capital
accounts for 22.7% to 56.7% of firm’s market value, installed labor force accounts
for 18.2% to 40.1%, knowledge capital accounts for 0.9% to 33 %, and brand
capital accounts for 3.5% to 24%. These values also vary over time: the
importance of physical capital for firm value has decreased in the last decades,
while the importance of knowledge capital has increased, especially in high tech
industries. Overall, our value decomposition provides direct empirical evidence
supporting models with multiple capital inputs as main sources of firm value.
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Aula 156
Advertising 1
Contributed Session

Chair: Manuel Berkmann, University of Cologne

1 - Effects of Taxation of Advertising in Platform Markets:
Comparing Business Models and Ad Preferences
C. Matthew Shi, Assistant Professor, The Chinese University of
Hong Kong, Shatin, N.T., Hong Kong

In this paper, we use a game-theoretic framework to analyze and compare the
effects of taxation of advertising under alternative business models and distinct
assumptions about consumers’ ad preference. We offer a set of novel insights that
speak to a wild range of real-world tax policies that have sparked heated debates
around the globe. In particular, we show that taxation can increase platforms’
subscription profit and even raise total profits under competition. Taxation can
benefit advertisers under pure ad-finance or if consumers are ad-seeking. In
contrast to mixed-finance, taxation always increases consumer welfare under
pure ad-finance.

2 - Asymmetry Spillover Effect of Advertising on Competitor Brand:
The Case of Functional Tea
Mitsuru Kaneko, Assistant Professor, Kyoto Women'’s University,
Kyoto, Japan

Prior research has revealed that advertising positively increases sales or choice
probability of an advertised brand. In addition, some studies have found a positive
spillover effect of advertising on competitor brand. However, little is known about
the spillover effect in the commoditized fast-moving consumer goods industry. To
explore this effect, we investigate the impact of advertising on choice probability
of a competitor brand in the functional tea category. Using single-source data
combining purchase history with TV-view data, we analyze the spillover effects of
advertising of functional tea. The results of binary logistic regression with control
function show the asymmetry effects of spillover on a competitor brand. The
advertising of the follower brand positively affects choice probability of the leader
brand. However, the advertising of the leader brand does not affect choice
probability of the follower brand. We infer the reason for the asymmetry effects as
follows. The product package of the two brands is similar: the color of the bottles
is brown. In addition, the nutritional benefit of the two products is almost the
same as both of them inhibit the absorption of fat. Therefore, consumers cannot
distinguish between the two brands. Thus, the advertising of the follower brand
can prompt consumers to choose the advertised product, but they may
unintentionally choose the more familiar (lead) brand on the shelf. The
contribution of this research is that we found an asymmetry spillover effect of
advertising. This finding extends the research on the spillover effect to that on the
order of market entry.

3 - Can Informative Advertising be Persuasive as Well?
Filippo Dall’Olio, McGill University, Montreal, QC, Canada,
Demetrios Vakratsas

The literature on the interaction between advertising and price has produced
seemingly conflicting results: some studies find that advertising decreases price
sensitivity (i.e. persuasive or “market-power” perspective) while other studies
find the opposite effect (i.e. informative perspective). In this paper, the authors
show that these conflicting results can be explained by differences in Advertising
Creative Strategy (ACS). ACS refers to a framework for evaluating advertising
content based on two components: the advertisement’s form, i.e. what message
the ad is conveying to consumers, and the advertisement’s function, i.e. how the
message is conveyed to consumers. The authors develop a Bayesian Dynamic
Linear Model linking sales, advertising spending, ACS, and price for 18 brands
across 9 CPG product categories and model the effect of advertising spending on
price sensitivity as a function of ACS components. Results show that advertising
does not need to be either informative or persuasive but can have both etfects
based on its ACS form and function. More specifically, with respect to an ad’s
function, cognitive cues are associated with an increase in price sensitivity, while
affective and experiential cues do not show significant effects. Conversely, with
respect to the ad’s form, executional elements and the use of creative advertising
templates are associated with lower price sensitivity. Ultimately, these results
show that the ACS framework provides a direct measure of an ad’s
informative/persuasive effects as opposed to indirect measures based on price
sensitivity.
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4 - The Role of Storytelling Through Positioning in International
Advertising Effectiveness
Burcu Sezen, Assistant Professor, Universidad de los Andes,
Bogota, Colombia, Andres Alberto Barrios Fajardo

The role of content in advertising is more important than ever for advertising
professionals, given the recent ability of consumers to dismiss much of television
advertising (Keller, 2007). One of these strategies relates to brand positioning
including Global Consumer Culture Positioning (GCCP) and Foreign Consumer
Culture Positioning (FCCP) through the theoretical lens of consumer culture
theory and semiotics. GCCP draws from a “mythic community” whereas FCCP
connects the offering strongly to one culture or country. The second of these
strategies relates to the advertising storytelling content or “narrative advertising”
that brings consumer involvement and satisfaction with the message. However,
an analysis including the integration of these two literature streams has not been
realized. The present study integrates these two distinct literatures by examining
the issue of advertising effectiveness of FCCP versus GCCP, given the level of
narrative transformation that each affords. The analysis involves data from a
particular company that has used both kinds of positioning appeals at vearious
periods in its history. The company operates in the coffee industry in Colombia
and has followed an internationalization strategy since the 1960’s. Time series
regression is carried out using data of advertising expenditure, brand awareness
and sales of the company. The analysis is carried out including moderation of
whether the advertising carries a FCCP or GCCP appeal. The findings indicate that
FCCP is more effective than GCCP in increasing sales controlling for brand
awareness.

5 - Zapping in TV Advertising
Manuel Berkmann, University of Cologne, Cologne, Germany,
Maren Becker, S. Sriram, Werner J. Reinartz

Video advertising is one of the most important advertising formats. Advertisers
especially value its strength as a multi-sensual medium that is ideal for
storytelling. At the same time, advertisers and broadcasters alike are worried
about ever increasing advertising avoidance behavior (i.e. zapping). It is therefore
crucial for brand managers and broadcasters to understand which factors
influence consumers’ zapping behavior. Consequently, this study investigates the
role of advertising design factors on consumers’ zapping behavior and the
suitability of those design factors for different brands and customer types. Towards
this end, the authors draw on an extensive dataset of second-by-second TV
viewing data of more than 5,000 households. The dataset covers 78 ad breaks
including 571 unique ads and 308 brands. The authors further enrich the dataset
with information on various ad design factors (e.g., creativity, information
density, and complexity), brand and category characteristics as well as attitudinal
and demographic data for the individuals/households (e.g. attitude towards
advertising, general brand focus). The authors aim to generate specific insights
into when does what kind of advertising work for which brand and customer
type. Initial results show that - in addition to established context factors such as
position within the ad break and spot length - ad content and
individual/household characteristics indeed influence zapping behavior. This
study thus generates actionable insights for both advertisers and broadcasters.

M TA15

Aula 16
Channels 1
Contributed Session

Chair: Ludovica Principato, Roma Tre University - Dept. of Business
Administration, Rome, Italy

1 - Is It the End of the World? The Effect of Offline Store Closing on
Consumer Purchasing Behavior in Omni-Channel Environment
Yue Qian, Tsinghua University, Beijing, China, Yacheng Sun,
Yilong Liang

The closing of offline stores is a worldwide phenomenon. Whether to close part of
the business may be one of the toughest decisions for the manager. In this paper,
the authors investigate how closing of brick-and-mortar store affects individual
customers’ purchasing behavior under the omni-channel setting. Offline stores
have been shown to own specific capabilities and thus complement other non-
store channels. However, the theory framework about such channel relationship
has only been tested in the occasions where new offline stores open. The authors
use individual level data from a grocery chain covering a period of two offline
stores closing to examine the previous framework of channel relationship. The
results show that closings of offline stores do not significantly affect individual
customers’ purchases with the retailer. The closings of offline stores instead shift
the customers’ purchases to other non-store channels. This finding supports the
awareness argument about the main capabilities of offline channel and shows
that such capability is quite persistent.
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2 - Consumer Purchase and Return Behavior in an
Omnichannel Setting
Gonca Soysal, University of Arkansas, Fayetteville, AR,
United States, Jialie Chen, Alejandro Zentner

Product returns are costly for manufacturers and retailers and the general belief
among practitioners is that return rates are increasing rapidly as result of the
growth of online retailing. In this study, we examine consumer return and
purchase decisions in an omni-channel retail environment. In the context of
omni-channel retailing, there exists several open questions including
understanding differences in return rates for purchases made through the online
versus offline channels, and the impact of returns on subsequent purchase
behavior. To address these open questions, we use detailed consumer transaction
data from a major US omni-channel retailer and construct an empirical model of
consumer’s purchase, channel choice, and return decisions. On the consumer side
we investigate how product returns impact channel choice and purchase behavior
over time. On the retailer side we investigate, based on our demand estimates, the
profit implications of potential changes in the retailer’s return policy (e.g.,
allowing online returns in physical stores, changing the costs associated with
online returns) and in the retailer’s channel structure (e.g., opening or closing
physical stores).

3 - Understanding Sustainability Efforts along the Luxury Value Chain
Ludovica Principato, Post-doc Researcher, Roma Tre University,
Rome, Italy, Carlo Alberto Pratesi, Giovanni Mattia, Alessio Di Leo

A number of recent trends such as consumer attention on the social and
environmental impacts of brands, changing of social norms, and investor
expectations, have led to an increased focus on luxury sustainability. Current
studies mainly focus on consumer perspective or case studies. However, a
systematic comparison of sustainability effort along the value chain of luxury
firms is still under-investigated by both scientific and management perspective.
The main research objective of the present work is aimed at filling this gap. From
a methodological point of view, all the 40’s published sustainability reports
derived from the top 100 luxury brands by turnover, released on 2018 by Deloitte
were evaluated, according to a triple research approach: (i) following the
literature review, set a suitable taxonomy of variables, in order to assess the
impact of sustainability actions; (ii) design a pattern of firm clusters through the
above variables, thus allowing a better comprehension of their sustainable
initiatives; (iii) proceed to the content and mixed method analysis of sustainability
reports, with the aim of discovering the pattern of recurring topics. The emerging
findings provide a framework of the state of the art of sustainability actions in
luxury industry, and allow to deepen the knowledge and understanding of luxury
firm’s commitment to sustainability as a part of their market value proposal.

M TA16
Aula 17

Consumer Behavior 1
Behavioral Track

Chair: Huaxue Cui, Yangpu, Shanghai, 200433, China

1 - Brand Incongruences Predicting Word of Mouth:
The Moderating Role of Holistic-Analytic Thinking Style
David Santos, IE University, Madrid, Spain, Eda Sayin,
Blanca Requero, Alessandra Serpa

Consumers encounter products that contain incongruent characteristics every
day. In this research, we explore how consumers’ different thinking styles
(holistic vs. analytic) might affect their perceptions and behaviours for such
products. Specifically, we predict that consumers with analytic thinking style
would recommend congruent products more when compared to incongruent
products to others. However, this effect will be attenuated for consumers with
holistic thinking style. In Study 1, participants after fulfilling the Analysis-Holism
Scale, were randomly assigned to rate either congruent or incongruent products.
As the dependent variable, participants” word of mouth for the products was
collected. Study 2 experimentally manipulated styles of thinking (analytic vs.
holistic) by using a global-local task. Then, participants were randomly assigned to
report how likely they were to recommend these products to others. Our research
shows that having an analytic (vs. holistic) thinking style affects the way people
perceive incongruent products, which consequently influence their behaviours.
We argue that these effects occurs because holistic thinkers are more able to
tolerate incongruences when compared to analytic thinkers. This knowledge can
serve marketers to know how to tailor products for different audiences and
cultures.
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2 - Picasso, Monet, and Louis Vuitton: Appreciation of Arts Dampens
Desire for Luxury Goods
Yajin Wang, University of Maryland Robert H. Smith School of
Business, College Park, MD, United States, Alison Xu, Ying Zhang

Although the high-end fashion market has witnessed increasing collaborations
between arts and luxury brands, this research demonstrates a negative impact of
viewing art on motivation to consume luxury goods. Six studies demonstrated
this negative effect in the field, established causality in lab experiments, and also
tested boundary conditions. Specifically, Study 1 (a field study) showed that
viewing an art exhibition decreased consumers’ likelihood of choosing to receive
information about a luxury (vs. regular) shopping mall. Study 2 (a field study)
showed that consumers were less likely to choose to receive promotional
materials from luxury brands (vs. non-luxury) brands after (vs. before) being
exposed to an artistic shopping environment. Study 3 and 4 tested causality by
exposing participants to art (vs. non-art) visuals and using behavior measures to
assess its impact on motivation to consume luxury goods. The last two studies
tested two boundary conditions. We found that manipulating either a pragmatic
goal of viewing art (i.e., assessing the market value of art works, Study 5) or an
analytical goal of viewing art (i.e., examining details of art works, Study 6)
interfered with the art appreciation process and attenuated the negative effect.

3 - The Millennial Luxury Mindset: Signalling Personal Values
(not Status) by Consuming Luxury
Vanessa Patrick, Bauer Professor of Marketing, UH, Houston, TX,
United State

Luxury brands, whether conspicuously (Han et al. 2010) or inconspicuously
(Berger and Ward 2010) consumed, are “good” signals of status, social standing,
and help consumer fit in their social group (Wilcox et al. 2009). However,
research on Millennial consumers argues that “the Millennial mindset is self-
directed” (Deloitte, 2017), implying that Millennial consumers are more likely to
buy luxury as a way of self-expression rather that showing off status. Relative to
older generations, Millennials appear to care more about values like
environmental concerns, sustainable production, etc. This raises the question: Is
what is desirable, and desired, by the new Millennial luxury consumer changing?
And what do Millennial consumers care about? The current research seeks to
explain why luxury consumers (Millennial versus not) are drawn to luxury
brands. We expect that while other cohorts use luxury to signal status, luxury
brands still serve a social-adjustive function for millenials, but not as a signal of
wealth and status, but as a signals of the values that Millennials share with their
cohort. Four experiments (lab and Mturk) using different stimuli,
products/services, and manipulations, support out theorizing. We find that
Millennial luxury consumers purchase luxury for social-adjustive reasons, but to
signal personally meaningful values to their social group, more than just status.
While they still want prestige and exclusivity from luxury, they also want the
luxury brands they interact with to be concerned with environmental
sustainability and social issues, more so then the older cohorts. We conclude by
discussing the implications for luxury brand managers.

4 - Confused by the Data - Interaction Effects between Online Social
Information Sources on Product Choice
Leonard Rackowitz, University of Hamburg, Hamburg, Germany,
Michel Clement

To guide consumers in their decision making process, websites of different kinds
integrate different sources of social information, like online customer reviews,
rankings, trend information (e.g., trend curves), and personalized
recommendations. Prior research in marketing has mainly focused on
understanding how these sources of social information separately impact
consumers’ decision making process. However, often these sources of social
information are presented to consumers simultaneously. Thus, this work explores
interaction effects between these sources of social information on product choice.
Only little previous research exists and prior results are mixed which may be due
to the fact that, primarily, secondary market data is used. This is challenging since
social information may be endogenous and sales data may be affected by
unobserved marketing activities. Using a conjoint choice experiment and applying
a hierarchical Bayes estimation on a German population representative sample of
2,123 participants, we are able to account for differences in individual preference.
We find that all tested sources of social information directly affect choice. WoM
valence positively interacts with WoM volume, trend information, and system
recommendations but does not interact with the sales rank. This means that a
poorly rated product gains less compared to a highly rated one when receiving
more reviews, when its trend increases, or when it is recommended. When rated
three stars, consumers prefer one additional star over more reviews. From a
management point of view, this research is important since consumers regularly
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make trade-off decisions in choice sets of products presented with several sources
of social information simultaneously.

5 - Terror Management Theory and Social Identity: A Moderating Role
of Product Character
Huaxue Cui, Shanghai University of Finance and Economics,
Shanghai, China, Li Wang, Xiaodong Jiang

Uncertain cataclysm is an unavoidable part on earth, causing great material
damage and serious deaths. When people are exposed to news about these
disasters, even though they haven’t experienced it, people’s mind and behavior
will be affected. Correspondingly, the purpose of this study is to exam when and
how consumers’ choice for products and brands will be affected in the context of
the unfortunate cataclysm. Under the effect of Wenchuan (a county of China)
Earthquake, which happened in 2008, people who lived in the affected area by
the disaster had significant behavior changes. We have found that those preferred
vehicles of foreign brands and larger types (eg, SUVs), compared with people who
lived in other areas. Also, affected people chose some special color of the vehicles
to release their anxiety. The predictive power of TMT could be considerably
improved by examining the consequences of Mortality Salience. Perhaps, when
worldview defense and striving for self-esteem conflict, the outcome is less
predictable. Consider a situation in which the home country product is inferior to
a foreign product. It is not clear whether MS would make consumers prefer the
home product (driven by defense of worldview) or the superior foreign product
(driven by self-esteem). In this study, we find that people use different categories
to classify themselves in valued identity-seeking behavior, which leads to different
choices under MS. Those who want to seek social identity in utility-based product
functions are motivated to enhance self-esteem. Defense motivation helps people
to choose hedonic product characters under MS.
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Aula 18
Emotion |
Behavioral Track

Chair: Songting Dong, University of New South Wales, School of
Marketing, UNSW Business School, Sydney, NSW, 2052, Australia

1 - Moral Accounting: How Consumer Spend Money Tainted by Guilt
Hyun Young Park, Assistant Professor, CEIBS (China Europe
International Business School), Shanghai, China, Tom Meyvist

Given the prevalence of bounded morality and possibly tainted financial gains,
the current research sets out to examine how feeling guilty about money changes
consumer spending. Extending the research on mental and emotional accounting
to the moral domain, we propose that consumers also engage in “moral
accounting”: consumers spend money differently depending on the moral nature
of the emotion (i.e., guilt) associated with the money. In thirteen experiments, we
show that tainting money with moral guilt resulting from a moral violation
increases pro-social spending, whereas tainting money with self-control guilt
elicited from a personal self-control failure increases self-improvement spending.
Moreover, this effect of moral guilt (but not of self-control guilt) is magnified by
consumers’ self-importance of moral identity—confirming the moral nature of
guilt as the driving factor underlying the differential guilt effects. We further find
that moral guilt can be bound to money, leading to a pre-occupation with the
tainted money. As a result, consumers who own morally tainted money focus on
cleansing the money by spending some of it pro-socially, rather than engaging in
other pro-social activities that could more effectively reinforce their moral
identity (i.e., volunteering time). In contrast, consumers who feel moral guilt for
reasons unrelated to money engage in time volunteering more than monetary
donations. These results suggest that associating moral guilt with money—and
thus focusing on that money instead of its moral implications for the self—can act
as a proactive self-protection (vs. reactive self-repair) strategy against a threat to
one’s moral self-view.

2 - A Non-recursive Model of Guilt and Ethical Consumption
Sadrac Cenophat, PhD Business Administration, Justus Liebig
Universitdt Giessen, Giessen, Germany

Ethical consumption has attracted the attention of a number of scholars over the
last decades. Prior research has shown that emotions, such as guilt activated by an
episode of consumption, have the potential to regulate subsequent ethical
consumptions through perceived consumer effectiveness (i.e., consumers’ beliefs
that their actions have an impact on important issues as large as the
environment). Although prior studies have undoubtedly contributed to our
understanding of this phenomenon, they seem to ignore the assumptions that
ethical consumption is driven by consumers consideration of ethical behaviors as
important self-standards, and that consumers with ethical consumption habits
may be more likely to experience guilt after they fall short of their self-standards.
Therefore, this paper reviews the major theoretical arguments linking guilt with
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ethical consumption. Using simultaneous equations model, this study
demonstrates that previous empirical studies have produced incomplete findings
that imply a unidirectional link between these two concepts. The current research
develops and tests a non-recursive model showing that ethical consumption
influences the likelihood of experiencing guilt which then influences ethical
consumption through perceived consumer effectiveness. In introducing this
feedback loop, the current work extends the wealth of research that provides an
understanding of ethical consumers.

3 - Consequences of Food Waste: When Guilt Makes You
Compensate for Wasting Food
Ada Maria Barone, Luiss University, Rome, Italy,
Matteo De Angelis

Literature on food waste suggests that consumers feel guilty when witnessing
food waste, but less is known about the circumstances in which this occurs and
how this negative emotion may affect their subsequent behavior. In two studies,
we show that guilt mediates the effect of internally versus externally attributed
food waste behaviors on intention to reduce food waste. Specifically, individuals
feeling directly responsible for the food waste feel guiltier and, in turn,
compensate for the harm caused by their behavior by showing higher intentions
to reduce food waste in the future (Study 1). We provide further evidence for the
compensatory effect of guilt on subsequent behavior by showing that when
consumers are given the opportunity to compensate in other ways guilt no longer
has an effect on intention to reduce food waste (Study 2). This work contributes
to research in food waste by investigating the circumstances that trigger guilt in
consumers and by focusing on the positive consequences of such behaviors.
Furthermore, it suggests the relevance of emotions in communications strategies
aimed at reducing food waste and thus provides useful directions for both
companies and policy makers aiming to nudge consumers toward more beneficial
behaviors. For instance, the use of guilt appeals in awareness campaigns should
be associated with messages underlying the direct contribution of consumers’
behaviors in generating food waste. Finally, this work opens up avenues for
further research about the role of positive and negative emotions in relation to
food waste behaviors.

4 - Will They Go for My Jugular? The Psychological Safety Provided
by Clothing the Neck
Maria Galli, ESADE, Barcelona, Spain, Amy N. Dalton

Clothing is studied in consumer psychology primarily for its symbolic importance
for identity. Here, we study clothing as a form of psychological protection.
Specifically, we examine the effects of clothing a particularly vulnerable body part
- the neck. We propose that physically covering the neck provides psychological
security in anxiety-provoking situations, thereby facilitating coping. Experiment 1
entailed an interview. Interviewees who wore a light scarf around their neck
exhibited facial expressions, body movements, and language patterns indicative of
reduced anxiety and improved cognitive functioning. Interviewees’ self-reported
anxiety and self-assessed performance, however, were unaffected. In experiment
2, laboratory participants subliminally viewed images of dangerous animals, then
gambled for real financial rewards. Participants whose necks were covered (vs.
exposed) took greater financial risk. In sum, covering the neck facilitates coping
with diverse environmental stressors. This effect can occur automatically and can
carryover from the immediate stressor to atfect risk-taking in an unrelated
situation.

5 - The Roles of Emotions Across Categories
Songting Dong, Senior Lecturer in Marketing, University of New
South Wales, Sydney, NSW, Australia, John H. Roberts,
Elaine Saunders

Emotions have been shown to be important influencers in consumer evaluation
processes. While some evidence suggests that these effects may be more
pronounced in hedonic relative to utilitarian categories, there is little systematic
evidence to establish the characteristics of categories in which emotions play a
greater role, and which emotions are more prevalent and influential in which
categories. In this paper, we take advantage of a database crossing 16 categories to
classify those categories across a number of dimensions and to see which of those
dimensions are associated with high levels and relative impact of cognitions,
positive and negative emotions. Results suggest that the level, weight and impact
of emotions play different roles in different consumer evaluation decisions, and
category features including hedonic feature, utilitarian feature, ease, and
individual-focus (i.e., me vs. others) have various effects on these roles. For
example, there is only a minor or moderate level of correlation between the levels
of different emotions and the weight (or impact) of those emotions. The increase
of the hedonic level of a category will increase the level of positive emotions, but
not necessarily increase their importance weight. Across the categories we have,
we calculated the relative impact of emotions compared to cognitions. A ratio of
total emotion impact / total cognition impact varies greatly from 0.4 to 1.6, with
an average of 0.94. We call for managers’ attention to the importance of emotions
in consumer evaluation processes, and to the various roles that emotions play,
including how they may be different as a function of category features.
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Prosocial Behavior
Behavioral Track

Chair: Dikla Perez, Bar Ilan University-Ramat Gan, Ramat Gan, Israel

1 - Differential Framing Effects from Valence and Time-Differentiated
Message Request on Donation Behaviour
Nursafwah Tugiman, PhD Candidate, University of New South
Wales, UNSW Sydney, Australia, Gary Gregory, Rahul Govind

The research investigates whether differential framing effects in an environmental
charity’s campaign influences varying consumer response. Past literature that has
evaluated different types of message framing effects has found little to no
conclusive findings on when or for whom, what type of messaging is most
appropriate in achieving compliance. We investigate two framing domains: (i)
message valence and (ii) time-differentiated message request which only have
been studied in a stand-alone fashion in the past. Message valence in this research
refers to supportive versus combative valence. Time-differentiated message
request refers to high versus low immediacy donation request message in a
charity’s campaign. Furthermore, to depict real-world practice of environmental
charity’s campaign, our research utilizes sentiment analysis to understand the
existing framing strategies utilized by a global charity. We then incorporate it into
the development of our stimulus. A series of experiments are performed to
understand the casual effects of framing domains in predicting the effectiveness of
an environmental charity’s campaign. Finally, acknowledging the unique
challenge that a charity in affording sizeable promotional campaign budgets, the
work in this study intends to assist charity organisations toward enhancing the
effectiveness of their present and future campaigns by adapting their messaging
strategy with the aim of increasing donations.

2 - In Praise of Pleasure: Free Hedonic Consumption Fosters
Prosocial Behavior
Daniela Cristian, Assistant Professor, Cass Business School,
London, United Kingdom, Bob Fennis, Luk Warlop

In Praise of Pleasure: Free Hedonic Consumption Fosters Prosocial Behavior
Pleasure constantly inhabits our minds. In spite of its universal appeal, hedonic
consumption has been often stigmatized as maladaptive. A common intuition has
been that besides immediate enjoyment, hedonics elicit guilt or regret. Hence,
pursuing pleasure has been considered generally suboptimal. We contend that
this prevalent negative view does not convey a complete picture and that under
particular conditions, deliberately engaging in hedonic consumption is highly
beneficial. To this end, we investigate whether hedonic experiences foster
prosocial behavior. Prior research has suggested competing antecedents of
prosociality such as positive mood and guilt-induced helping. However, hedonic
experiences do not unequivocally trigger positive affect of guilt, but concurrent
positive and negative responses. Thus, we extend the existing work by
documenting a qualitatively different relationship between hedonic experiences
and prosociality. The results of four laboratory experiments show that freely
experiencing hedonic consumption promotes spontaneous non-monetary helping
(Study 1), hypothetical charitable donations (Studies 2 and 3), and real monetary
donations (Study 4). The effect is mediated by disinhibition induced by hedonic
consumption (Study 4). Besides providing actionable insights for marketers that
offer hedonic products and experiences, the current work is informative for
charity organizations as well.

3 - Ticket Purchasers to Donors: Understanding Co-evolution of
Multiactivity Engagement with the Firm
Gwen Ahn, University of Michigan, Ann Arbor, M1, United States,
Eric Schwartz, Fred M Feinberg

We study how ticket-purchasing behavior and contribution behavior interactively
evolve in the context of non-profit performing arts organizations (e.g. Carnegie
Hall, Lincoln Center, or smaller locally-affiliated musical societies). Since
contributions often exceed 50% of total revenue, understanding how paid
activities and donations are interrelated can help such organizations promote and
nurture continued engagement (e.g., attendance, subscription, and
contributions). While purchasing and contribution behaviors have been
extensively studied individually, little is known about their interrelationship or
mutual influence, either statically or dynamically. Leveraging extant longitudinal
transaction databases can improve financial forecasts and guide both pricing and
promotional strategies of arts organizations. Using data on user-level transactions
and contributions, as well as textual information on all performances over seven
years, we build a model of ticket purchase and contribution behavior that
captures their correlated time courses for both incidence and amount. More
generally, the setting allows us to study how multiple consumer activities interact
with one another and co-evolve. While the current focus is on non-profit
performing art organizations, the framework is appropriate for other settings with
multiple contingent actions, such as reading and subscription on a freemium-
based news source.
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4 - “Please Rate Your Experience”: The Effect of Calls to Action on
Website User Conversion
Dikla Perez, Bar Ilan University, Ramat Gan, Israel,
Gal Oestreicher-Singer, Lior Zalmanson

This study focuses on a possible strategy to address the conversion challenge, by
exploring whether when a website interacts with its users and ask them to give
feedback, will it have a carryover effect in its conversion rate, from free to fee?
Experiment 1 examined the effect of an initiated call to action on consumers’
willingness to donate money to a website. 162 participants were randomly
assigned to treatment or control conditions and could view movies freely on an
online website. Participants in the treatment condition were exposed to a prompt
with a request to rate their experience with the website. Then, all participants
were asked to make a donation to support the website. A t-test analysis of users
actual donations showed that participant’s donation in the control condition (M =
10.69, SD = 19.63) was higher compared with participant’s donation in the
treatment condition (M = 18.09, SD = 29.40, t(160) = 1.752; p = .082).
Experiment 2 study the effect of exposure to a call to action on conversion in a
field setting. 91,050 users who joined Webservice.com platform, were assigned to
the experiment and were randomly assigned to a treatment or a control group.
Members of the treatment group were each presented with a call to rate their
experience with Webservice.com. Participants were tracked for 90 days after the
recruitment period and their conversion rates were collected 30, 60, and 90 days
following the end of this period. As expected, in each of the three time periods,
the treatment group had a higher conversion rate than the control group did.
Specifically, 30 days after the end of the recruitment period, the conversion rate
for the control group was 11.07%, whereas the conversion rate for the treatment
group was 11.54%. A binary probit regression in which the independent variable
was the experiment conditions and the dependent was the conversion rate,
showed that conversion rate was significantly and positively affected by treatment
( =0.15, wald = p < 0.05). Analyzing data 60 days and 90 days after the end of
the recruitment period showed similar results.
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Pricing |
Contributed Session

Chair: R. Venkatesh, University of Pittsburgh, Pittsburgh, PA, 15260,
United States

1 - Pricing Add-on Services in the Presence of Consumers’ Regret
Aruna D. Tatavarthy, Assistant Professor,
Indian Institute of Management Ahmedabad, Gujarat, India,
Sreelata Jonnalagedda, Deepika Jain

Consumers typically recover value from under used services either by reducing
their payment for the service or by increasing usage. Firms use add-on products
such as upgrades/complementary products to provide consumers the opportunity
to recover value and arrest churn-rate. We hypothesize that a firm’s ability to
reduce churn using add-on services depends on how consumers’ recover value, as
well as the price structure of the base product/service. Specifically, we look at a
firm’s strategy for pricing upgrades and cross-sell services under a flat-fee or pay-
per-use price structure of the base product under two value recovery mechanisms
(payment reduction and usage increase).

2 - Discount Bundling via Dense Product Embeddings
Madhav Kumar, MIT, Cambridge, MA, United States, Dean Eckles,
Sinan Aral

Bundling, the practice of jointly selling two or more products at a discount, is a
widely used strategy in the industry and a well-examined concept in academia.
Historically, the focus has been on theoretical studies in the context of
monopolistic firms and pre-assumed product relationships, e.g., complementarity
in usage. We provide a new machine-learning driven methodology for designing
bundles in a large-scale cross-category retail setting. We leverage historical co-
purchase and co-search patterns of products from clickstream data to generate
dense continuous representations of products called embeddings. We put minimal
structure on these embeddings and generate heuristics for complementarity and
substitutability among products. We generate multiple bundles for each focal
product and test their performance using a set of online field experiments with a
retailer. Preliminary results show that consumers prefer bundles with
complementary products as well as ‘variety” bundles that consist of imperfect
substitutes.
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3 - Zero-pricing in Bundle Offers: Does it Reinforce or Weaken
Anti-competitive Effects?
Youngwook Koo, KAIST Business School, Seoul, Korea, Republic
of, Minki Kim, Minsoo Park

Economists and antitrust practitioners have long raised regulatory concerns
regarding abuses of market power through the bundling of products in the
telecommunications and broadcasting industry. Anti-competitive issues may
further arise if market-dominant operators frame bundle discounts as the “free”
offer of a product (i.e., zero-price marketing)—a topic that remains relatively
underexplored in the literature. Given the consumer behavior literature regarding
a free offer in the bundle context, however, it still remains ambiguous whether
market dominant operators’ zero-pricing in bundle offers can reinforce or weaken
the anti-competitive effect. Hence, we build a theoretical model of product
bundling with different levels of market competition and empirically test whether
consumers prefer zero-priced bundles over similarly priced groupings of products
(i.e., reinforce the market power of a dominant player) or not with a conjoint
experiment. In consistent with strategic foreclosure theory, we found that a
mobile network operator which has a dominant power in mobile telecom service
sector can significantly raise its share in the pay-TV market by exploiting zero-
price marketing. We also found that consumers who are vulnerable to a dominant
firm’s zero-price marketing appear to have relatively lower levels of education
and income. On top of anti-competitive effects, bundles often have hidden costs
incurred by multi-year contractual arrangements and thereby potential lock-in
effects. Therefore, consumers’ vulnerability to such “free” offers may call
attention to regulatory measures against zero-pricing marketing for bundles.

4 - Demand Shaping through Bundling and Product Configuration:
A Dynamic Multiproduct Inventory-Pricing Model
Jing-Sheng Jeannette Song, Professor, Duke University, Durham,
NC, United States, Zhengliang Xue

We present a dynamic, multi-item model to analyze the optimal joint inventory,
pricing, and bundling decisions for a firm over a finite horizon. We develop a
novel demand model that transfers the discrete bundling decision and the
corresponding pricing decision into a market share decision. We show that the
optimal policy is dictated by a no-order set. For items in this set, we do not place
replenishment orders, because these items are overstocked. The rest of the policy
parameters — the order-up-to-levels for the items that we do order, the bundling
and pricing decisions, and the bundle assembly quantity — all depend on the
overstock levels. Exploring the optimal policy features, we devise a branching
algorithm that significantly simplifies the computation of the optimal policy. We
also characterize how the optimal bundling decision depends on item
complementarity, cost structure, inventory status, demand uncertainty, and
supply responsiveness.

5 - Product Bundling through the Use of Choice Boards:
Profit and Welfare Implications
R. Venkatesh, Professor of Marketing, University of Pittsburgh,
Pittsburgh, PA, United States, Ashutosh Prasad, Vijay Mahajan

Bundling is a strategy in which a seller enlarges its product line by pricing
different combinations of products. However, the number of product
combinations and pricing problem can become unmanageable for both the seller
and consumers. The current study is motivated by situations in which the seller
either restricts the number of bundles or empowers consumers by providing a
choice board. As examples, the Los Angeles Philharmonic and Atlanta’s CityPASS
offer bundles in which the seller allows (or limits) the customer’s picks to one
option from each set of events or attractions. To study these strategies, we
consider a seller with a 4-product portfolio, selling in two categories to consumers
with heterogeneous product preferences. The study examines the optimal product
mix, pricing and profits for the seller as well as welfare implications. Illustrative
results: While customer-driven bundling mirrors the traditional role of the bundle
as an effective price discrimination device, this alternative also yields higher
welfare than seller-driven bundling under a broad range of product market
conditions. Further, the optimal choice board options are often counter-intuitive;
e.g., a bundle of substitutes can yield higher welfare than a pair of independently
valued products. The study’s implications, research limitations and future research
directions are presented.
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Contributed Session

Chair: Rakesh K. Niraj, Case Western Reserve University,
Cleveland, OH

1 - Impact of GMO Information Disclosure on Consumers’ Choice
Youngju Kim, Neoma business school, Reims, France, SunAh Kim,
Jia Li

Given consumers’ increasing interest in knowing the ingredients of the food they
consume, designing effective information disclosure programs remain important.
In the past decade, consumer groups in the United States have persistently
advocated towards having the GMO (Genetically Modified Organism) labeling
changed, from voluntary to mandatory disclosure. In 2016, President Obama
signed the Denying Americans the Right to Know (DARK) Act to mandate the
GMO labeling in the U.S. The United States Department of Agriculture (USDA) is
currently discussing an implementation plan. The macro trend of consumers’
increasing interest in knowing information about the food they consume, and the
corresponding policy change to GMO information disclosure, could affect
consumers’ behavior (e.g. GMO attribute and price sensitivity) and finally affect
the companies’ profitability. We examine the labeling system change’s impact on
consumers’ choice and whether the GMO message mode (e.g. positive, neutral or
negative) and GMO message format (e.g. logo, text and QR code) could moderate
the main effects. To quantify the impacts of GMO information disclosure in
financial terms, we will use two metrics: (1) choice share shift and (2) share-
equalizing price modification. To answer these research questions, we combine
framing research from the field of psychology with standard economic theories.
We collect data from multiple sources, conjoint experiments using online panels,
and a lab experiment to examine the different GMO information disclosure
policies on consumers’ choice. Finally, we provide insights into the food
producers and policymakers to see how macro environment’s changes (e.g. GMO
information disclosure policy) affect consumers’ decision making. Based on our
findings, we conduct a counterfactual analysis of how companies should change
their marketing decisions, such as changing pricing strategies, to sustain their
market shares in a new environment.

2 - Learning in Chronic Disease Medication Demand - the Case
of Hypertension
Wenxi Li, University of Chicago, Chicago, IL, United States,
Pradeep Chintagunta, Naiging Gu, Minki Kim

Chronic diseases and conditions are becoming more prevalent health problems
and currently account for a large proportion of medical spending. Once
diagnosed, chronic patients typically need continuous long-term or lifetime
treatment. At the same time, their health conditions continue to deteriorate.
Thus, the “match value” between a drug and a patient may possibly change
during the patient’s medical history. In this study we address the previously
undocumented change in match value by utilizing a panel dataset over 12 years
in which we keep track of newly diagnosed hypertensive patients” health
conditions and their relevant prescription records. Using the physician-patient
pair as the unit of analysis, we find that the general trend in the data is consistent
with the quick learning of a patient’s initial match value; state-dependence in
prescribing behavior (which could also reflect risk-aversion); and subsequent
adjustments to the treatment regimen due to patient condition deterioration. We
then estimate a discrete choice model with learning and state dependence to
explore the evolution in the prescriptions received by a patient over time.
Further, we explore possible mechanisms of this re-learning pattern and discuss
managerial and public policy implications of our findings.

3 - Factors Affecting Long Term Brand Growth
Giang Tue Trinh, Senior Research Associate, Ehrenberg-Bass
Institute, University of South Australia, Adelaide, Australia,
Peter N. Golder

The purpose of this study is to examine what factors affect long term brand
growth in consumer-packaged goods categories. We use actual brand purchasing
data from a sample of approximately 12400 households in the UK over a five-
year period from 2010 to 2014, with a total of 188 brands in 10 product
categories. We model the effects of change in penetration and loyalty on change
in market share in the five-year period. We find that both change in penetration
and loyalty have significant effects on long term brand growth. However, the
effect of change in penetration is twice the effect of change in loyalty. We also
model the effects of marketing variables, including new products, brand
promotion intensity, and brand price on changes in market share. We find that
new products have a positive effect on long term brand growth, while brand
promotion intensity has a negative effect and brand price has no effect on long
term brand growth. Finally, we find that the results are similar across national
brands and private labels.
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4 - Using Large Scale Customer Feedback: Combining Quantitative
and Verbatim in Surveys to Improve Healthcare Operations
Rakesh K Niraj, Case Western Reserve University, Cleveland, OH,
United States, Andrew Gallan, Awanindra Singh

Healthcare organizations routinely administer Hospital Consumer Assessment of
Healthcare Providers and Systems (HCAHPS) surveys, mandated by the Centers
for Medicare and Medicaid Services (CMS), to understand patients’ perspectives
of care in overnight hospital stays. Healthcare organizations also often add
additional items and solicit open-ended responses to collect supplementary
information that provides deeper insights and avenues for operational
improvements. In this study, we look at two years” of HCAHPS surveys from a
large healthcare organization (11 total hospitals). Out of around fifty thousand
total respondents, about 29,300 patients provide close to 86,700 open-ended text
responses about various aspects of their experience while at the hospital. This
large volume of text data provides rich and potentially actionable information.
However, processing this vast amount of text requires machine learning
methodology to conduct both topic modeling and sentiment analysis. We apply
newly emerging techniques in this field to identify topics not already covered by
the questionnaire. While the questionnaire is organized by domains (admissions,
physicians, nurses, room, food, tests and procedures, discharge, etc.), we find
patients often go beyond these domains and provide comments on topics such as
competence, compassion, and efficiency. Next, we conduct sentiment analysis
using an ensemble of various machine learning classification algorithms like
support vector machines, Random Forest, Boosting and Bagging for these new
topics and run models predicting satisfaction or likelihood to recommend based
on a combination of quantitative and textual information. Insights for health care
providers are found, suggesting that such analyses may be useful for other
organizations dealing with large scale, ongoing consumer surveys.
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Meet the Editors |
Special Panel Session

Chair: Harald Van Heerde, University of New South Wales, UNSW
Business School, School of Marketing, Sydney, 2052, Australia
1 - Marketing Science Journal
K. Sudhir, Yale University, School of Management, New Haven,
CT, 06520-8200, United States
2 - Journal of Marketing
Harald Van Heerde, University of New South Wales, UNSW
Business School, School of Marketing, Sydney, 2052, Australia
3 - Journal of Marketing Research
Rajdeep Grewal, University of North Carolina, Kenan-Flagler
Business School, 300 Kenan Center Drive, Chapel Hill, NC, 27599,
United States
4 - Management Science
Dmitri Kuksov, University of Texas, Dallas, TX, United States
5 - Quantitative Marketing and Economics
Wesley Hartmann, Stanford University, Stanford, CA,
United States
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Customer Experience in Digital Environments
Special Session

Chair: Daniela Schmitt, University of Mannheim, Mannheim,
68161, Germany

1 - Investigating Cross-site Relationship Dynamics on the Path
to Purchase
P.K. Kannan, Smith School of Business, University of Maryland at
College Park, College Park, MD, United States, Hyungsoo Lim,
Chul Kim

Consumers’ online decision journey involves many touches as they as they search
for, consider, and evaluate competitive offers before they make a purchase. In this
journey, they may visit many websites which be viewed as competitor websites
which may reduce the chances of the consumers visiting and/or converting at a
focal firm’s website or increase those probabilities if those websites are
complementary. In this study, we propose a general framework to model online
customers’ website visits and conversions considering the cross-site relationship
dynamics. The proposed model integrates the point process model for website
visits and the multinomial choice model for conversions given website visits. We
develop a dynamically- and mutually- exciting marked point process model
which extends the extant research in this area. Empirically, we apply the
proposed model to individual-level online clickstream data for hotel booking. We
investigate the relationship between hotel chains and online travel agencies
(OTAs) and how the relationship changes over time along the path to purchase.
Overlooking the dynamic relationship between hotel chains and OTAs may bias
managerial metrics and lead to suboptimal managerial decisions such as
mispricing the commission fee. We find strong evidence of the cross-relationship
among the hotel chains and OTAs, and our model predicts website visits and
conversion better than existing models. We find that ignoring the dynamic
mutually-exciting effect leads to biased estimates of carryover and spillover effects
between the websites. We highlight the implications for firm actions along the
path to purchase to maximize impact for a focal firm.

2 - Customer Transferal: Lifetime Value and Satiation in Markets for
Frequently Moving Hedonic Experiences
Barak Libai, Interdisciplinary Center (IDC), Arison School of
Business, IDC, Herzliya, 46150, Israel, Michael Haenlein,
Eitan Muller

Frequently Moving Hedonic Experiences (FMHE) are a large market that includes
products such as video and mobile games, TV shows and online experiences.
FMHE markets suffer from a widespread problem of satiation, where users enjoy
the experience less with time. This results in temporal declining usage and
reduced customer profitability. Behavioral research has suggested ways to affect
an individual’s perception in order to mitigate the effect of satiation. Here we
highlight an alternative solution which is becoming notable in digital markets
such as mobile games: Instead of changing the customers, exchanging them.
Using what is labeled in the industry as “cross-promotion” activities, customers
are de-facto encouraged to churn the current brand towards an alternative
destination. For internal cross-promotion, the destination will be to another
product in the brand portfolio, where the customer is not satiated yet. In the case
of external cross-promotion, firms are being helped by a platform that mediates
among different brands. A focal customer will be cross-promoted to move to a
product of another firm, in exchange for a “fresh” customer that will be sent
instead by the platform. These emerging cross promotion practices raise
fundamental questions about the management of customer as assets and the
utility of retaining customers in contemporary fast-moving markets. Using
customer lifetime value analysis, we examine the rationale for these approaches
and explore when, for whom, and how, it is profitable to transfer the brand’s
customers elsewhere.

3 - The Role of Social Media in the Monetization of News Content
Michaela Draganska, Lebow College of Business, 3141 Chestnut
Street, Philadelphia, PA, 19104-6340, United States,

Daniela Schmitt

Customers’ interactions with digital content offerings across different media
platforms pose a new set of challenges for marketers aiming to convert users into
paying customers. Especially the rise of social media over the last decade has
tremendously influenced the way people consume news and entertainment. In a
way, social media has taken over the function of a news provider for many.
Additionally, advertising revenues have been continuously declining, so
publishers face the issue of finding alternative ways to generate revenues, mainly
through direct payments in the form of subscriptions. Our research aims to shed
light on how social media facilitates - and interacts with - this monetization of
news content. We have a very detailed data set combining social media posts with
click-stream data on user behavior on the news website, including paid
transactions. The rich data enable us to explore the influence of social media on
subscriptions and to point to the type of posts that are effective in driving traffic
and conversion. In addition, we investigate the usage behavior of subscribers
acquired through the social media channel to determine their value to the
company in the longer term.
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4 - Optimizing the Composition of Paid Content in a Freemium Model
Daniela Schmitt, University of Mannheim, L5, 2, Mannheim,
68161, Germany, Raghuram Iyengar, Florian Stahl

Many companies try to sell subscriptions for their digital products using a
freemium revenue model. Such a business model typically implies offering a low-
end version of the product for free and a high-end version for a fee. For instance,
a news publisher may offer some content for free to all customers while placing
other content behind a paywall. Little is known about how the characteristics of
the content determine whether it would be free or paid. Using data from an
online news publisher that employs a freemium model, we quantify the impact of
the quality and quantity of paid content on the demand for subscriptions. Using
the findings from our empirical analysis, we develop a framework for setting a
freemium strategy (i.e., the ratio of free versus paid content) optimal for revenue
maximization.

B TB04

Aula 04

Game Theory in Marketing
Special Session

Chair: Jeffrey Shulman, University of Washington, Seattle, WA,
98195-3226, United States

1 - Information Asymmetry and Relevance of Sponsored Listings in
Online Marketplaces
Kinshuk Jerath, Columbia University, New York, NY, 10027,
United States, Vibhanshu Abhishek, Siddharth Sharma

We study advertising on e-commerce marketplaces like Amazon and Alibaba by
third-party sellers who have some private information about their product. Using
a simple game theory model, we determine that, when this information
asymmetry is high, sponsored ads may be of higher relevance than organic
listings. We test sharp hypotheses obtained from the model using data from
Flipkart, the dominant e-commerce marketplace in India, and find strong support
for the theory.

2 - Spot Pricing in Cloud Computing: Diversification of Spot
Resources under Supply Uncertainty
Jeffrey Shulman, University of Washington, Foster School of
Business, Seattle, WA, 98195-3226, United States, Amir Fazli

Cloud computing providers often sell their excess resources on a spot market with
a discount. These spot resources could be interrupted and become unavailable at
any point in time. Furthermore, spot prices are not fixed and could fluctuate as
supply and demand for computing resources shift. In order to alleviate the effects
of interruptions for spot users, cloud providers offer the option to diversity cloud
resources when using spot pricing. This option allows spot users to use resources
from a variety of different server types, instead of only using from one pool of
servers. Diversifying cloud resources across multiple pools can thus reduce the
number of a user’s terminated resources, in case of an interruption in one pool.
Therefore, it is commonly believed that implementing a diversified cloud strategy
is justified primarily when interruptions are highly likely. However, by modeling
the dynamic spot pricing decisions of the cloud provider, we show that the
opposite may be true. Specifically, we find the effect of interruption likelihood on
diversification depends on the value difference between users in the spot market.
When the value difference between the two users is low, diversification occurs for
high interruption likelihood. However, when the value difference is moderately
high, the reverse occurs and low interruption likelihood results in diversification.
The counterintuitive latter result exists because an interruption can increase the
price of the remaining pools when diversification is chosen, thus incentivizing
users to diversify only when interruptions are less likely. Our findings provide
clear implications for spot users in their choice of diversification under supply
uncertainty.

3 - Market Competition and Quality Erosion
Jiwoong Shin, Yale School of Mangement, 165 Whitney Avenue,
Room 5520, New Haven, CT, 06520, United States

We investigate the relationship between market competition and the average
level of product quality. Greater competition will generally increase the average
quality of the market. However, when consumers have limited capabilities to
process information, as the number of alternative products in the market
increases, the correlation between the number of competitors in the market and
the quality may decrease. Thus, increased competition can, paradoxically, have an
adverse effect on quality. Moreover, we show that the reduced correlation
between the number of alternative products and quality can decrease the firm’s
incentives to invest in quality, which further weakens consumers’ incentive to
search for the highest quality alternative. At the limit, we revert to Diamond’s
paradox where the average quality in the market asymptotically approaches the
lowest possible quality level to survive in the market and therefore, consumers
have no incentive to search.
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4 - Bargaining Between Collaborators of a Stochastic Project

Z. Eddie Ning, Cheung Kong Graduate School of Business,

Beijing, China
Firms increasingly rely on collaboration for development and marketing of
products. The expected surplus from collaborating can change stochastically over
time due to evolving market conditions or the arrival of new information. For
collaboration to happen, both firms have to agree to collaborate as well as agree
on how the profit is to be split. In such cases, at what point do firms form the
alliance and how do they agree on the profit split? To answer these questions, I
study a model of bilateral bargaining with a surplus that follows a Brownian
motion. One firm can make repeated-offers to the other, and they switch roles
after some time to allow for counteroffers. The frequency of counteroffers
determines relative bargaining power, and the model captures different
bargaining procedures by varying this frequency. The paper finds that, when
there is no outside option, firms collaborate after efficient delay. If there is a
relevant outside option, the outcome is inefficient due to a hold-up problem faced
by the weaker party. Firms form the alliance too early, taking the outside options
too early, and the ex-ante probability of alliance becomes sub-optimal. Increasing
the frequency of counteroffers improves social efficiency by balancing bargaining
power and reducing the severity of hold-up. Furthermore, bargaining with more
frequent counteroffers can lead to Pareto improvements; the proposer benefits,
too, because the increased efficiency outweighs losses in bargaining power. The
paper makes a step in understanding the effect of bargaining procedures on
collaborative outcome, and shows how collaborators should (not) bargain.

H TBO06

Aula 06

Digitization 1: Networks and Peer Influence
Special Session

Chair: Pinar Yildirim, University of Pennsylvania, Philadelphia, PA,
19104, United States

Co-Chair: Georgios Zervas, Boston University School of Management,
Brookline, MA, 02445-7610, United States

1 - Visibility in Peer Influence
Bryan K. Bollinger, Duke Fuqua School of Business, Durham, NC,
27708, United States, Kenneth Gillingham, Justin Kirkpatrick,
Steven Sexton

Despite the fact that the mechanism behind peer effects in durable good adoption
affects the efficacy of interventions that might leverage these social interactions,
there is little empirical evidence in support of the possible mechanisms through
which peer effects can occur. In this paper, we show the importance of the
visibility of solar panel adoption in driving peer effects, exploiting the exogenous
visibility of solar panels which are orientated to maximize their generation
capacity. We use neural networks to identify the exact solar panel locations,
LiDAR data in order to create a surface map of the house and nearby structures
that might impede the visibility of the panels, and we assess how many
unimpeded views of the solar array are possible from points along all nearby
roads. We find that highly visible solar arrays within 500 meters of a potential
adopter lead to up to twice the peer effect as non-visible panels. Using Google
Sunroof irradiance data, we further show that peers who adopt who derive less
value from their installations are more influential in leading the focal household
to adopt, if the focal household is Democratic; presumably, these peers adopted
solar for non-economic reasons and the Democratic focal household is more
receptive to this type of information. A large scale survey of solar adopters as part
of the Solarize CT campaign confirms that visibility plays a role in adoption
decisions; we find that visible adoptions within 500 meters lead more solar
adopters to report that the visibility of peer adoption was important in their
decision.

2 - Evaluating Stochastic Seeding Strategies in Networks
Dean Eckles, MIT, Cambridge, MA, 02139, United States,
Alex Chin, Johan Ugander

When trying to maximize the adoption of a behavior in a population connected
by a social network, it is common to strategize about where in the network to
seed the behavior, often with an element of randomness. Selecting seeds
uniformly at random is a basic but compelling strategy in that it distributes seeds
broadly throughout the network. A more sophisticated stochastic strategy, one-
hop targeting, is to select random network neighbors of random individuals; this
exploits a version of the friendship paradox, whereby the friend of a random
individual is expected to have more friends than a random individual, with the
hope that seeding a behavior at more connected individuals leads to more
adoption. Many seeding strategies have been proposed, but empirical evaluations
have demanded large field experiments designed specifically for this purpose and
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have yielded relatively imprecise comparisons of strategies. Here we show how
stochastic seeding strategies can be evaluated more efficiently in such
experiments, how they can be evaluated “off-policy” using existing data arising
from experiments designed for other purposes, and how to design more efficient
experiments. In particular, we consider contrasts between stochastic seeding
strategies and analyze nonparametric estimators adapted from policy evaluation
and importance sampling. We use simulations on real networks to show that the
proposed estimators and designs can dramatically increase precision while
yielding valid inference. We then apply our proposed estimators to two field
experiments, one that assigned households to an intensive marketing
intervention and one that assigned students to an anti-bullying intervention.

3 - Advertising and Search Engine Usage: Do Consumers Prefer
Less Advertising?
Navdeep S. Sahni, Stanford University, Stanford, CA, 94305,
United States, Charles Zhang

We conduct a direct test of whether consumers are averse to, or prefer search
advertising, using a large-scale field experiment spanning 3.3 million US users.
The experiment randomizes users into seeing more, or less advertising, and shows
that users are not averse to search advertising. Overall, higher level of advertising
causes between 4% to 17% increase in search engine revenue, in our estimate.
The number of pages browsed on the search engine are higher, by 2.4%, among
users who see higher level of advertising, relative to the control group. This
increase is higher among marginal users - those who, in the past, typed a
competing search engine’s name in the search query and navigated away from
the focal search engine. The increase in usage caused by advertising is higher
when (1) the search query has historically low organic click-rates, and (2) the
organic search results from the query are concentrated on one website. Our
findings suggest that the search engine does not face a trade-off between
advertising revenue and search engine usage. Further patterns in our data are
consistent with an equilibrium in which advertising conveys relevant “local”
information, which is unknown to the search engine.

H TBO7

Aula 07

Hybrid and Dynamic Choice Models
Special Session

Chair: Pranav Jindal, UNC Chapel Hill, Chapel Hill, NC, 27517-3490,
United States

Co-Chair: Masakazu Ishihara, New York University, New York, NY,
10012, United States

1 - Product Launches with New Attributes: A Hybrid Conjoint-
Consumer Panel Technique for Estimating Demand
Mitchell Lovett, PhD, University of Rochester, Rochester, NY,
United States, Paul Ellickson, Bhoomija Ranjan

We propose and empirically evaluate a new hybrid estimation approach that
integrates choice-based conjoint with repeated purchase data for a dense
consumer panel, and show that it increases the accuracy of conjoint predictions
for actual purchases observed months later. Our key innovation lies in combining
conjoint data with a long and detailed panel of actual choices for a random
sample of the target population. By linking the actual purchase and conjoint data,
we can estimate preferences for attributes not yet present in the marketplace,
while also addressing many of the key limitations of conjoint analysis, including
sample selection and contextual differences. Counterfactual product and pricing
exercises then illustrate its managerial relevance.

2 - Deep Learning Demand: Integrating Economic Theory with
Artificial Intelligence
Kanishka Misra, PhD, UC San Diego Rady School of Management,
San Diego, CA, United States

Deep learning algorithms provide flexible statistical tools that can uncover
complex patterns for a variety of raw data generating process. A critique of such
algorithms in Marketing is the lack of underlying theory. In this paper, we
propose a novel combination of economic theory with machine learning. We
consider the context of static discrete choice models with panel data. Firms have
access to a large dataset of individual consumer purchases decisions (e.g. which
UPC was purchased), detailed consumer specitic characteristics (e.g.,
demographics), and environment specific characteristics (e.g., price). Our new
approach adds choice theory assumptions to deep learning algorithms. In
particular, we impose the weak axiom of revealed preference. Our simulations
show that imposing economic theory can improve predictions from state of the
art machine learning algorithms. We find the magnitude of the improvement
depends on the size of the dataset and the complexity of the underlying data
generating process. We apply our model to a field panel dataset and show that our
model does improve on predictions from computer science models.
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3 - Social Consumption, Learning, and Product Completeness in TV
Drama Live and Time-Shifted Viewing: Implications for Drama
Producers and Advertisers

Masakazu Ishihara, New York University, New York, NY, 10012,
United States, Baek Jung Kim, Hiroshi Kumakura

Despite its important implications for TV program producers and advertisers, little
has been investigated regarding consumers’ choice on live versus time-shifted
viewing (i.e., viewing with DVR). In this paper, using unique individual-level data
on TV serial drama viewing behavior in Japan, we investigate the roles of
potential behavioral factors such as social consumption, own/social learning, and
product completeness in influencing consumers’ decisions on live versus time-
shifted viewing over the course of drama episodes. We develop a dynamic
structural model of serial TV drama viewing behavior that incorporates the
behavioral factors, and apply it to 52 serial dramas broadcast in Japan between
2017 and 2018. We find that social consumption, own learning, and product
completeness play a crucial role in influencing viewing decisions. As a validity
check, we also apply the proposed model to 9 language educational programs and
find different roles of the behavioral factors. Using the structural parameter
estimates, we examine how the availability of time-shifted viewing influences
overall live viewing of a drama. Live viewing is important for TV program
producers and advertisers because it is closely related to TV advertising
impressions. Disabling the time-shifted viewing option has a positive temporal
effect on live viewing. However, the overall effect on live viewing can be positive
or negative because no time-shifted viewing means that those who missed an
episode cannot catch up and might choose not to watch the future episodes at all.
Our results provide managerial implications for TV drama producers and
advertisers.

H TB08
Aula 08

Digital Marketing 2
Contributed Session

Chair: Fabio Caldieraro, FGV - EBABE, Rio de Janeiro, R. Jornalista
Orlando Dantas, 30, Rio de Janeiro, 22231-010, Brazil

1 - Join the Conversation: Understanding and Leveraging the Effect
of Internet-meme
Xueni LI, Assistant Professor, Hong Kong Baptist University,
Hong Kong, China, Lu Wang, Lei Su

Internet meme (pronounced as “meem”) refers to a piece of information that
quickly spreads through the internet and brings a craze of sharing and imitation
among a large scale of netizens. The word meme, named analogous to gene, was
first introduced by Richard Dawkins (1989). Dawkins posits that while genes are
one kind of replicator that spreads from body to body, memes are another type of
replicator that propagates from mind to mind. Examples of a meme could be an
idea, a phrase, a picture, or a short video. A meme must catch extent attention to
replicate itself and spread wide to stay “alive”, and internet is a place that
visualizes this spreading process in which people (and also a company) can take a
participative role (in diffusing a meme). Thus internet memes are ideal content
vehicles for marketers to disseminate their advertisements, products, and brands.
Numerous companies are conducting internet-meme marketing in practice. For
instance, Haier is very famous for diffusing and discussing internet memes with
online consumers in various of social network platforms such as Sina Weibo,
Twitter, and Facebook (businessfornight.com, 2016), and Gucci posted a series of
pictures combining its new products with internet memes in its official Instagram
account (Thompsonmar, 2017). We notice that internet-meme marketing
campaigns are prevalent and have attracted considerable companies’ and media’s
interest, but surprisingly, there is no empirical marketing research investigating
this phenomenon. This research aims at understanding consumer’s perceptions
and reactions toward internet-meme marketing campaigns and investigating the
corresponding ways that marketers could leverage these effects. Specifically, we
propose that leveraging internet memes would enhance consumer-brand
closeness (compared to no-meme is leveraged). When a brand is joining the
conversations of consumers, they would feel having more connections with the
brand, and thus feel closer with it. We further propose four moderators to enrich
our understanding of internet-meme marketing.
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2 - Where and Why Do You Search Online? Empirical Analysis on
Online Search Intent
Hikaru Yamamoto, Keio University Graduate School of Business
Administration, Yokohama, Japan, Masao Kakihara

In the early days of the internet, the main media for online search behavior was
search engine. However, as number of social media and e-commerce sites
increases, the sites intended for transaction or social interactions has become
information sources. The choice of information source and search device depends
on the contents and the context of search behavior, such as the product category,
the stage of consumer purchase decision making, and the search intent. In this
paper, we focus on the search intent of consumer and aim to understand the key
drivers for the online search frequency. The past literature in information
retrieval indicates three types of search intent, i.e.; informational, navigational,
and transactional intent. While this framework captures goal-oriented search
behavior, it fails to capture hedonic or consummatory search behavior on the
internet. To understand the context of online search behavior, we collected the
data on search intent and the search behavior of 1600 samples in 20 product
categories on four means for search behavior; i.e. search engine on PC, search
engine on mobile phone, search using social media, and search using e-commerce
sites. To capture the heterogeneity of product category, we conducted multilevel
analysis, more specifically random intercept/random coefficient model. The
results of the empirical analysis illustrate the importance of the consummatory
intent in the online search behavior. The result also suggests product category
heterogeneity in the consumer online search behavior.

3 - How Conversions in Freemium Businesses Impact User Activity
Simon Stolz, Doctoral Student, WHU - Otto Beisheim School of
Management, Vallendar, Germany, Christian Schlereth,
Christina Hofmann-Stolting

In online freemium businesses often user activity is more important than profit.
Many freemium businesses, like Dropbox, Spotify, and LinkedIn, strongly
emphasize the “Daily Active Users” (DAU) metric in their respective earnings
reports. In our study we investigate whether a conversion has an impact on user
activity of freemium products and what the temporal dynamics on usage intensity
across different usage attributes are in freemium models with fixed duration
plans. To control for self-selection effects we apply a novel variation of propensity
score matching and difference-in-difference analysis. To obtain an estimate for the
causal effect of conversion, we use data of a large-scale pricing experiment in
combination with longitudinal panel data. Considering a time span of 3 months
(minimum subscription duration) of post-conversion behaviour, we find that the
effect on login frequency is strong and immediate (diminishing from 146% to
18%). On the other hand, the increase in contacts is less pronounced and
sustained (diminishing from 36% to 19%). Our findings replicate prior findings of
a positive effect of conversion on user activity, suggesting that paying freemium
users are worth more than the money they pay. Moreover, our findings suggest
that offers on short-term plans can be used to stimulate login activity (and the
associated DAU), while conversions generally support sustained platform growth
(such as user networking).

4 - Online Game Design, User Engagement, and Purchase Behaviors
Eunho Park, California State University Long Beach, Long Beach,
CA, United States

By leveraging a unique online game dataset, the author examines effects of goal-
related game design on users’ engagement and purchasing behavior in a gaming
community. The author models user behaviors as a function of distance to a goal
and control variables. The author finds that users have significant differences in
their behaviors before and after achieving a goal.

5 - Exploring Willingness to Share in Peer-to-peer Access-based
Markets: The Effect of Roles Performed and Sharing Intensities
Fabio Caldieraro, Associate Professor of Marketing, FGV - EBABE,
Rio de Janeiro, Brazil, Otavio F. Teixeira

Despite the long-standing practice of sharing things, the Internet and the recent
emergence of peer-to-peer sharing platforms, not only changed access-based
market dynamics, but also amplified its adoption. This research argues that people
carry on feelings of gains and losses when they are sharing possessions, as is
commonly observed in buying or selling situations. Additionally, this study
identifies that the roles people assume as providers or consumers, and the
intensity of sharing greatly influence individual’s propensity to share a property.
We demonstrate that participants different perspectives can diminish the
likelihood people will reach sharing agreements, thus reducing the potential size
of the market in a sharing economy. We further demonstrate that this difficulty
cannot be solved simply by shifting value from one side of the transaction to the
other side. Instead, solutions to this problem require channeled strategies, such as
improving the perception of control over the objects being shared. The results
provide insights for sharing-economy managers interested in improving the
volume of transactions in their platforms.
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Digital Marketing 14
Contributed Session

Chair: C.M. Sashi, Florida Atlantic University, Boca Raton, FL, 33431,
United States

1 - Cancellation Policy as a Signal of Trust and Quality in the Sharing
Economy: The Case of Airbnb
Irit Nitzan, Tel Aviv University, Tel Aviv, Israel, Lior Zalmanson,
Davide Proserpio

We study the effect of cancellation policy settings on listing demand in the
context of Airbnb, a popular home-sharing platform. We employ a difference in
differences strategy to show that, contrary to previous findings in the traditional
accommodation industry, listings with a strict cancellation policy have, on
average, four percentage points higher demand than listings with a more lenient
policy. We complement these findings with a survey of real Airbnb users aimed at
understanding the mechanisms behind our results. We find that Airbnb guests
perceive listings with a strict cancellation policy to be of higher quality and their
host to be more trustworthy. These results suggest that the cancellation policy of a
listing can act as a signal of quality and, in turn, can increase the listing demand.
Overall, our findings suggest that sharing economy platforms like Airbnb do not
only offer a new business model and value proposition, but they also have the
potential to affect consumer behavior and their decision-making process in ways
that are different from more traditional settings.

2 - The Power of “We”: The Impact of Language Style on User
Involvement on an Online Knowledge Sharing Platform
Tingting Fan, Assistant Professor, The Chinese University of Hong
Kong, Hong Kong, Leilei Gao

Online knowledge sharing (e.g., Quora) has become a trending way for people to
seek knowledge from each other on internet. Compared with traditional
knowledge sharing organizations (e.g., schools, institutions), online knowledge
sharing provides an open platform which allows knowledge to be shared and
diffused in a bigger scale with a lower cost. Millions of people have contributed a
huge amount of knowledge to those platforms in merely a few years and many
online knowledge sharing platforms have been valued billions of US dollars.
Despite the dramatic growth of online knowledge platforms, they are all facing an
urging challenge: how to increase the users’ involvement on online knowledge
platforms? Our research taps into this challenge by studying shared knowledge on
Zhihu.com, one of the largest online knowledge sharing platforms in China. By
collecting a panel of 132,000 users’ shared knowledge (approximately 2 million
answers on 1 million questions) since the first day of their registration, we
investigate (1) what kind of shared knowledge users are most involved with?
Specifically, what kind of shared knowledge attracted more “likes” and
comments? (2) how does the language styles differ between most “liked” and
least “liked” shared knowledge? and (3) how can the online sharing knowledge
platform increase user involvement by matching users based on their language
styles? Using a panel data model with individual user fixed effects, we found that
compared with the least “liked” shared knowledge, the most “liked” shared
knowledge used a significant higher percentage of the “we” word. Similarly, those
shared knowledge with more “we” word attracted more comments from other
users. More interestingly, we found that other users’ comments on those most
“liked” shared knowledge used a great amount of the “I” word but very few the
“we” word. The different language styles we found can help online sharing
knowledge platform increase user involvement by matching users based on their
language styles.

3 - Scalable Creative Content Evaluation
Pavel Kireyev, INSEAD, Fontainebleau, France,
Artem Timoshenko

Marketers increasingly rely on multiple channels to connect with consumers. An
increasing number of channels and target segments results in a growing demand
for content. We use data from a crowdsourcing platform that organizes contests to
generate creative content. The platform curates a large set of textual ideas and
delivers the most promising ones to the advertiser. This curation requires
significant effort from human reviewers who read and rate each idea. We develop
an approach to reduce the number of reviewers necessary to maintain or improve
the quality of the final set of curated ideas. Our model approximates reviewer
behavior and combines the actual and predicted scores to rank the ideas. We then
investigate the optimal assignment of the reviewers to ideas to achieve the best
final selection.

4 - Online Marketplace and Viral Marketing Competition
Zou Gan, Shanghai University of Finance and Economics,
Shanghai, China, Zou Jian, Liu Lin, Jiang Xiaodong

Recently, firms attempt to attract potential consumers by encouraging consumers
to show their consumption behavior on social media. Is this approach effective
and beneficial to firms when faced with competition? In this paper, we will
explore sellers” competition in choosing products’ prices and consumers’ reward
of sharing product information, as well as the optimal fee charged by a strategic
marketplace that hosts these sellers. Our results show that, when competition
becomes less intensified, firms will invest more in rewarding consumers to share

19

product information. Under some situation, a firm might choose very large
reward that might yield negative net revenue per product in order to gain
additional profit after the product information is shared. Our results also show
how market parameters affect the optimal fee charged by a profit-maximizing
marketplace.

5 - The Influence of Franchise Network Size on Advocacy in Social
Media Networks
C.M. Sashi, Professor, Florida Atlantic University, Boca Raton, FL,
United States, Gina Brynildsen

This study investigates how the size of a franchise network influences positive
word of mouth communication (WOM) in social media networks. Franchisor
efforts to communicate with customers using social media platforms can benefit
members of the franchise network by stimulating customer-to-customer
interaction, WOM communication, and co-creation in social networks. We
empirically investigate hypotheses linking franchise network size to advocacy via
customer behaviors reflecting attitude to the company (loyalty) and attitude to
the message (liking). Structural equation models are estimated with data from the
Twitter social media network for franchise companies in the top 200 quick service
restaurants in the United States.

H TB10
Aula 10

Machine learning 2
Contributed Session

Chair: Jong Yeob Kim, NYU Stern School of Business, New York, NY,
10003, United States

1 - Nonlinear Hierarchical Bayesian Models Using
Gaussian Processes
Alan Montgomery, Carnegie Mellon University, Pittsburgh, PA,
United States, Xiaoting Sun

An advantage of many Machine Learning (ML) techniques is the adaptivity of the
models employed. One of the most successful modeling approaches to the analysis
of marketing data has been the linear hierarchical Bayesian (LHB) model (Rossi
and Allenby 2003). However, a limitation of the LHB model is linearity of the
hierarchy. The practical reason for the linearity assumption is the conjugacy of the
multivariate model coupled with simplicity of parametric models. There have
been attempts to think both about non-conjugacy in the hierarchy (Ansari and
Mela 2003) as well as non-parametric approaches (Dew and Ansari 2018). In this
research we show how nonlinearity can be introduced in both levels of the
hierarchy using Gaussian Process (GP) models (Rasmussen and Williams 2006),
which have proven to be very popular in ML. Our contention is that it is
important to understand nonlinearity in the first-stage as well as the second-stage
of the model. For example, the first-stage of LHB typically capture response
models to marketing covariates (e.g., consumer response to price and promotional
sensitivity), but there is no reason to expect that these responses are linear.
Additionally, the second-stage of LHB attempts to explain the variability in these
responses using available demographics (e.g., what consumer characteristics are
present that might help us understand the measured price and promotional
sensitivities). Again there is no reason to expect that these relationships are linear
(e.g., will age always result in reduced price sensitivity?). In our work we show
implementations that support nonlinearity in both the first and second stages,
while preserving the desirable properties of hierarchical models.

2 - Deep Learning Attribute Sentiment from Text and Accounting for
Attribute Self-Selection
Ishita S. Chakraborty, PhD Student, Yale School of Management,
New Haven, CT, United States, Minkyung Kim, K Sudhir

This paper addresses two novel and significant challenges in using online text
reviews to understand which attributes drive customer satisfaction. First, we
introduce the problem of inferring attribute level sentiment from online review
text to the marketing literature and develop a deep learning model to address it.
While extant bag of words based topic models are fairly good at attribute
discovery, associating attributes to specific sentiments requires exploiting the
spatial and sequential structure of language. We test spatial (CNN) and sequential
(RNN, LSTM) deep learning models and find that the hybrid CNN-LSTM that
exploits both sequential and spatial structure of language provides the best
performance in accuracy, training speed and training data size requirements. To
evaluate the source of model’s superior performance, we assess performance on
“easy” and different types of “hard” classification problems (contrastive
conjunctions (but, yet), subtle negations, sarcasm and scattered sentiments (long
sentences) identified in the NLP literature. We find that CNN-LSTM does best on
both “simple” and all “hard” tasks except for “scattered sentiment” where the
pure sequential, LSTM model does best. Second, in estimating the relationship
between attribute sentiment scores (from the deep learning model) and overall
ratings, we address the problem of attribute self-selection (i.e., a reviewer’s
conscious choice of attributes to write about). We illustrate our method
empirically using online restaurant reviews on Yelp.com. We find that accounting
for attribute self-selection helps to uncover the true distribution of attribute-level
sentiment and the extent to which they affect overall customer satisfaction.
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3 - Dory: A Temporal Neural Word Embedding for the Study of Brand
Association Evolution from User-Generated-Content
Oliver Borchers, University of Mannheim, Mannheim, Germany,
Daniel M Ringel, Sabine Kuester

Consumers’ brand associations are essential to the development of effective
marketing strategies. Understanding consumers’ brand associations enables firms
to determine their brand’s positioning and informs new product development and
marketing mix design. A rich and abundant source for consumers’ brand
associations is user-generated-content (UGC). To process these big and
unstructured data, researchers turned to neural word embeddings such as the
popular word2vec model. While word2vec was shown to create new insights for
marketing, it suffers from a major shortcoming: Its inability to consider temporal
information. Word2vec does not model changes in language over time. Yet, UGC
commonly spans several years during which changing market conditions and
evolving product lifecycles lead to changes in consumers’ brand associations.
These changes are captured in the UGC consumers generate. Ignoring changes in
brand associations can mislead decision makers about their marketing mix design.
We overcome this shortcoming of extant neural word embeddings with a new
model named Dory that mimics human memory-systems. In contrast to
word2vec, Dory is not only able to learn brand associations, but can also forget
them when they lose their prevalence, and remember them when they re-
emerge. We show by simulation and in an empirical application to over 52
million Amazon.com product reviews that Dory outperforms extant models. Dory
reveals patterns in the evolution of consumers’ brand associations. For instance,
while Pepsi’s association “pepsistuff” rapidly emerged and disappeared, the
association of “greediness” to the brand “Electronic Arts” flared-up and receded
again multiple times over the course of several years.

4 - STEM and Teens: An Algorithm Bias on a Social Media
Clara Jean, PhD Student, Universite Paris Sud, Paris, France,
Epitech, Paris, France, Grazia Cecere, Fabrice Le Guel,
Matthieu Manant

Artificial intelligence can improve ad effectiveness distribution, however, if they
are trained with biased data they can reduce platform competitiveness. In the
context of a STEM ad, we set up a randomized online ad campaign on behalf of a
French computer science school targeted students in high schools in France. The
implementation of a counter-factual analysis helps us to analyze the effect of
prompting the algorithm aiming to target more female students with a female-
oriented message. Our result shows that the female-oriented message reduces the
gap of ad display between female and male students but that on average, females
were less likely than males to see the ad. The treatment ad aimed at being
displayed more to females had a crowding-out effect, and was shown less overall
to both males and females. Finally, high schools with more low-income
households in the treatment group received fewer impressions. This article
contributes to shedding light on the possible biases generated by algorithms.

5 - A Dynamic Matching Algorithm Using Reinforcement
Mechanism Design
Jong Yeob Kim, NYU Stern School of Business, New York, NY,
United States, Xiao Liu

This study proposes a new methodology for video game firms to dynamically
match online gamers by leveraging reinforcement mechanism design.
Reinforcement learning, an area of machine learning, studies how agents can
learn to take the best actions so as to get the maximum reward over time in a
certain environment. We combine reinforcement learning and mechanism design
to solve the matching problem, taking the strategic behaviors of the gamers into
account. The proposed method proceeds in two steps. First, we train a model that
learns online gamers’ behaviors using the multiplayer game data. Second, we
compute an optimal solution to match online gamers to the most appropriate
game rounds using a reinforcement learning algorithm that maximizes the video
game firms’ revenue or players’ retention. We demonstrate the performance of
our algorithm by comparing it against alternative assignment rules widely used in
the industry.
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Chair: Hai Long Duong, NUS, Singapore, 117592, Singapore
1 - Augmented Reality Strengthens Consumer’s Self
Brand Connection
Jaeyeon Chung, Assistant Professor, Rice Business School,
Houston, TX, United States, Youjung Jun

Augmented Reality (AR) overlays digital data or images onto physical objects and
have the two interact in real time. For example, consumers can shop online to see
how a pair of sunglasses suit their face by virtually trying them. This technology,
visually rich and interactive, helps consumers pre-experience a product. Three
experiments reveal that AR is useful especially for less involved consumers,
because it facilitates their consumption experience through temporal focus—
attention to mentally travel along one’s past, present and future. The facilitation
of temporal focus, then, translates into enhancing their brand loyalty and self-
brand connection.

2 - Sign Up or Sign Off? A Meta-analysis on the Effectiveness of
Loyalty Programs
Alex Belli, Lecturer, Australian Catholic University, North Sydney,
Australia, Ekaterina Napolova, Ljubomir Pupovac,
Anne-Maree O’Rourke, Francois A. Carrillat

Should firms continue to ‘sign up’ to the loyalty program (LP) dream and invest
heavily in the pursuit of consumer loyalty, or should they in fact finally ‘sign off’
the concept? Decades-long research on LPs effectiveness has been unable to
provide an unambiguous answer to this crucial question for firms and marketing
practitioners. Indeed, while some scholars claim LPs offer incentives to customers,
hence increasing their loyalty, others claim that true LP effectiveness is masked by
the issue of reverse causality (loyal consumers are more likely to sign up to a LP)
and is only effective in the short-term. In an attempt to solve this debate, we
conducted a series of multivariate multi-level meta-analyses on 126 effect sizes
retrieved from studies done in 18 different countries, between 1970 and 2018.
The results reveal that the introduction of LPs has a positive effect not only on
consumer attitudes (e.g. commitment, satisfaction) or purchase behaviour (e.g.
volume or frequency of purchase), but even more so on overall company
performance (e.g. sales, ROI), even when reverse causality is accounted for.
Somewhat surprisingly, LPs are equally effective for both direct and indirect
reward types (i.e. directly related to the brand versus not directly related to the
brand), type of reward (monetary, non-monetary versus mixed rewards) and
industry (retail versus non-retail). Overall, this research moves towards a clearer
understanding of whether LPs truly work and therefore provide valuable insights
for companies interested in adopting them.

3 - When Do Loyalty Programs Work? The Moderating Role of
Design, Retailer-strategy, and Country Characteristics
Nick J. Bombay, Tilburg University, Tilburg, Netherlands,
Marnik G. Dekimpe

Many grocery retailers implement a loyalty program (LP). However, retailers not
only differ in whether or not they implement a LP, but also in how they
implement it. It is furthermore unclear whether all retailers benefit equally from
LPs, even when implementing programs with the same design. The environment
in which the retailer operates could also influence the effectiveness of having a
LP. In sum, little is known under what conditions these programs are more or less
effective. We provide a contingency framework that considers various design,
retailer, and country characteristics that can moderate LP effectiveness. We test
the framework across a large sample of 358 grocery banners from a broad cross-
section of 27 western and eastern European countries. We find a positive effect on
retailer sales productivity of the more basic LP variant that offers direct and
immediate rewards. This positive effect, however, disappears when retailers
operate a more complex progressive reward system, and when they are part of a
multivendor program. A LP’s effectiveness also differs between retailers and
countries: it is lower when operated by discounters, and higher in countries that
are more individualistic and long-term oriented, and where fewer competitors
also carry a loyalty program. Our findings can help current LP operators to assess
whether their existing design align with the optimal design, and can support
managers of international retail chains in selecting only the right countries to
operate a LP.

4 - Booking Failure and Customer Retention in Taxi Market
Hai Long Duong, NUS, Singapore, Singapore, Junhong Chu

This paper studies the effects of booking failures on customer retention in taxi
industry. I employ a novel data-set that contains over 24 million taxi bookings,
including both completed bookings and failed bookings, from 1.2 million
passengers over a period of 14 months in Singapore. The results show that
customers are on average 5 to 10 percentage points less likely to make a booking
if the previous day they encounter a booking failure. By looking at the time path
of the effects, I further investigate whether the effects are due to learning or due
to reduced trust on the service providers.
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1 - Market Turbulence Following a Major New Product Introduction:
Is it Really so Bad?
Barbara Deleersnyder, Associate Professor of Marketing, Tilburg
University, Tilburg, Netherlands, Gokhan Yildirim, Britney Wang

Apart from its beneficial effects on sales performance, the introduction of a major
new product in the market can be an important source of concern to managers if
it results in higher uncertainty and a significant rise in sales volatility over time.
From an operational perspective, more volatile sales is undesirable for
manufacturers who face difficulties in planning production, while also retailers
will experience increasing inventory complexity and costly stock outs with large
sales swings. However, from a demand perspective, we provide arguments that
large sales peaks followed by steep drops in brand sales after innovation launch
could have both positive and negative effects on (cumulative) sales levels and the
brand’s growth prospects. Using a multivariate Generalized Autoregressive
Conditional Heteroscedasticity model (GARCH), this study empirically establishes
that the launch of Coca Cola Zero in Germany in 2008 was indeed associated with
a significant and persistent rise in sales volatility at four main German retailers
that adopted the Coca Cola Zero innovation upon market launch. Not only the
innovating brand faced larger sales swings, but also its main competitors Pepsi and
the retailer’s private label were affected. The model further incorporates the
volatility estimates into a reduced-form VAR model to assess if higher brand
and/or store sales volatility around launch was rewarded and thus associated with
larger sales levels over time, or whether it instead inhibited growth and reduced
brand and category performance in the long run. Our findings reveal that sales
volatility is not always bad, but can improve brand and category performance
levels at the retailer. Hence, the common reaction by managers to (try to) smooth
out large sales fluctuation may not always be warranted.

2 - Social Innovation and Market Expansion across Cultures
Tianjiao Qiu, California State University-Long Beach,
Long Beach, CA, United States

Market expansion is critical for entrepreneurs in the early stage of
entrepreneurship to grow business. The growth in social innovation brings
positive change and benefit to society. Institutional theory suggests that
institutional environment poses uniform authoritative guidelines for social
behavior. The study uses institutional theory to explore cross-national differences
in the diffusion of social innovation into new markets. Specifically, the study
examines how social innovativeness impacts the level of market expansion in the
early stage of entrepreneurship, and how cultural practices identified in the
GLOBE project moderate the relationship. The multi-level model was empirically
tested with survey data of 2358 entrepreneurs in social services from sixty-nine
countries. The findings from the hierarchical linear modeling technique
demonstrate that innovativeness is positively related to the market expansion of
entrepreneurs’ social services. Cultural practices of institutional collectivism,
which encourages collective action and resource distribution in society,
strengthen the positive relationship. The paper contributes to understanding the
role of institutional collectivism for the growth of social innovation.

3 - The Digital Privacy Paradox: Small Money, Small Costs, Small Talk
Catherine Tucker, MIT, E40-167, Cambridge, MA, 02142,
United States, Susan Athey, Christian Catalini

“Notice and Choice” has been a mainstay of marketing policies designed to
safeguard consumer privacy. This paper investigates distortions in consumer
behavior when faced with notice and choice which may limit the ability of
consumers to safeguard their privacy using data that is derived from a field
experiment at MIT which distributed a new product, Bitcoin, to all
undergraduates. There are three findings. First, the effect small incentives have on
disclosure may explain the privacy paradox: People say they care about privacy,
but they are willing to relinquish private data quite easily when incentivized to do
so. Second, small online navigation costs have a tangible effect on how privacy-
protective consumers’ choices are, often in sharp contrast with individual stated
preferences about privacy. Third, the introduction of irrelevant, but reassuring
information about privacy protection makes consumers less likely to avoid
surveillance, regardless of their stated preferences towards privacy.

4 - The Company We Keep: Online Customer Collaboration,
Innovation, and Consumption in Post-Purchase
Product Co-creation
Keith Marion Smith, Assistant Professor, Northeastern University,
Boston, MA, United States, John Hulland, Andrew Stephen

Product co-creation (or collaborative product development) has become
increasingly popular among firms in pre-release contexts (e.g. idea contests, open
source software). Yet firms have recently increased support for post-purchase
product co-creation (the modification of existing products following purchase),
and the marketing literature has investigated the phenomenon only in the
context of lead users outside the influence of the firm. Customer engagement in
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post-purchase co-creation raises interesting questions regarding the impact of
traditional marketing actions and customer-to-customer interactions on customer
consumption and innovation patterns. Data from over 4,000 customers was
collected from the leading online video game co-creation platform over an eight-
month period, including over 1,100 innovations, 14,000 comments, and 470,000
hours of product consumption. Utilizing a persistence-modeling framework, we
found community activity influenced consumption and innovation over time, but
were largely restricted to customers engaging in similar activities, and were
impactful on a smaller scale than has traditionally been identified. Marketing
media and product actions influenced customers differently depending on the
consumption and innovation patterns of each customer. These results illustrate
firms may benefit from recognizing post-purchase product co-creation involves
different categories of customers, and acknowledging different factors influence
different categories, supporting the implementation of differential firm strategies.
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Aula 14

Branding 2
Contributed Session

Chair: Robert Kreuzbauer, University of Surrey, Guildford, GU2 7XH,
United Kingdom

1 - Consumer-based Brand Equity: A Meta-Analysis
Mohammad Farrokhi, PhD Candidate, University of Calgary,
Calgary, AB, Canada

Consumer-based brand equity (CBBE) has been widely studied in the branding
literature. Yet, to date there is no accepted framework of brand equity that is
based on prior empirical findings. Drawing from past quantitative studies of brand
equity, this article suggests and tests a framework for CBBE. A meta-analytic
approach is used to integrate the most important factors related to CBBE and to
build a conceptual framework for CBBE’s antecedents and consequences. Based
on 414 correlations from 71 studies, we conducted a meta-analysis of 3 groups of
antecedents and 2 groups of consequences. By integrating and analyzing existing
studies, our study suggests a new framework for assessing CBBE. Then, the
proposed framework is tested through structural equation modeling (SEM).
Although CBBE has received extensive attention in the marketing literature (i.e.
Aaker, 1996b; Christodoulides & de Chernatony, 2010; Farquhar, 1989), a
comprehensive review on the antecedents and consequences of CBBE does not
currently exist. We proposed an integrated model and used a meta-analysis
procedure to assess the effects of different factors in the model on consumer-
based brand equity and tested those effects using structural equation modelling.
Meta-analysis provided an opportunity to consolidate all of the empirical studies
related to consumer-based brand equity and converge the effect sizes into one
average effect size for each factor. Drawing from 1959 published articles and
dissertations, 71 were coded, which yielded 92 samples and 414 effect sizes with
the total sample size of 29710. The strength of the relationships between different
factors and CBBE in the current meta-analysis can be helpful in guiding the
managers on how and where to invest, in order to reach the results, they are
looking for in their business. For those managers that are not aware of the
benefits of increasing their CBBE, large positive correlations between brand
equity and (re)purchase intention, perceived value, brand performance, and
brand preference can be persuasive.

2 - Fit or Signal: Brand Endorsement by Celebrity
Vinay Kanetkar, University of Guelph, Guelph, ON, Canada,
Tapas Ranjan Moharana, Debasis Pradhan

Celebrity endorsement of brand improves attractiveness of brand and celebrity.
There are two related streams of research. First, idea is about congruence between
brand and its celebrity personalities. Research in this domain have demonstrated
that closer the fit between celebrity and brand personality, higher attitude toward
brand and / or intention to purchase brand. Another possibility might be that
celebrities might act as a signal. If combination of celebrity and brand is presented
to respondents, consumers need only to express their willing to accept or
purchase particular combination. Signalling with celebrities is particularly
relevant for newer or weaker brand where presence of celebrity might receive
credibility. Research goal for this project is to demonstrate whether research could
use fit or signal or both approaches in predicting customer selection of brands.
This study was conducted in one of premier business school in India. Respondents
were recruited as volunteers from the mailing list of behavioral research lab of the
business school. An email invitation was sent to about 1,500 respondents, mainly
comprising the current post graduate students and staff of the business school.
There were 113 participants who completed computer based survey. Using Best-
Worst approach as well as choice based experiment, statistical test is conducted to
determine whether fit or signal is better predictor customer choices of running
shoes. There were 16 choice situations with eight celebrity (four sports and four
movie based) and eight brands of running shoes. Rating for each celebrity and
brand was used to determine fit between brand and celebrity. Best - Worst scaling
and choice modelling provided framework to test whether brand selection is
influenced by celebrity signal or fit. Results indicated that on an average signal
measures were better predictor of brand choice than fit measure.
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3 - Consumers’ Emotional Responses to Brand Extensions:
An Examination of the Cognition-Emotion-Action Process using
the Cognitive Appraisal Theory
Tsunwai Wesley Yuen, PhD/Doctoral Researcher, Alliance
Manchester Business School, The University of Manchester,
Manchester, United Kingdom, Hongwei He, Marzena Nieroda

Brand extension (BE) strategy involves an established brand introducing products
in a similar (high fit) or dissimilar (low fit) product category. For instance,
Colgate’s mouthwash and Colgate’s ready meal represent similar and dissimilar
BE to Colgate’s core products, i.e. toothpaste. While launching BE helps brands to
increase revenue streams, such strategies are not always successful. One of the
reasons behind failures might be a negative emotional response to such products
from consumers, which is likely to hinder adoption. Applying the Cognitive
Appraisal Theory (CAT) to this context could help us understand how: (1)
emotional responses are formed, (2) emotions affect behaviors, and (3) to manage
emotions for successful BE launch. CAT proposes that emotions are important
predictors of consumer behavior and result from cognitive evaluation (appraisal
dimensions) of an event or object. While the CAT framework could be used to
explain antecedents and outcomes of emotional responses in the context of BE, it
remains unknown what are the main BE evaluation criteria (appraisal
dimensions) and how perceived (dis)similarity of a BE to a parent brand (fit)
affect those evaluations. Furthermore, we do not know what emotions may be
evoked and how those emotions can affect behavioral outcomes for BE, such as
purchase intention. The current research addresses this gap by investigating how
low/high fit brand extensions activate the cognitive appraisal process. In initial
research stage (n = 1424), we develop a scale measuring emotional responses to
BE and identify cognitive appraisal dimensions (goal congruence and goal
relevance) resulting from exposure to BE in high/low fit conditions. In a series of
experiments, we show how cognitive appraisal can further influence emotions
and behavioral responses to BE. The results shed lights on affecting consumers’
emotional responses to BE through managing cognitive responses to those
products.

4 - Social Brand Personality: Communicating the
Must-have Meanings
Abas Mirzaei, Assistant Professor, Macquarie University, Sydney,
Australia, Helen Siuki

In the social sector with 1.57 million organizations in the US (National Center for
Charitable Statistics, 2016), non-profit organizations (NPOs) compete for limited
resources. While the number and diversity of NPOs has grown exponentially over
the past four decades, from 300,000 in 1967 to 1.57 million in 2016 (NCCS,
2016), resource availability has not increased as quickly, making resource
acquisition a crucial task for NPOs. NPOs need to differentiate themselves by
developing effective marketing strategies to capture community attention and
engagement in order to increase the volume and value of donations,
volunteering, and advocacy (McKinley-Floyd and Shrestha, 2008). Branding is
one of the key strategies which has gained momentum recently to engage the
community in pro-social behaviors (Shehu et al. 2016). Brand personality is an
effective way to communicate an NPO’s identity (Hou et al. 2009) and positively
influences pro-social behaviors and community involvement (Shehu et al. 2016).
Research also shows brand personality influences charitable giving (Venable et al.,
2005; Sargeant et al., 2008), fundraising efforts (Hou et al. 2009; Sargeant et al.
2008) volunteer recruitment, and retention rates (Faircloth 2005). Few studies
specifically look at NPO brand personality. Bennett and Gabriel (2003) for
instance propose five dimensions for an NPO’s brand personality: compassion,
dynamism, idealism, focus on beneficiaries and non-political. Research indicates
that while commercial brands can choose any personality and develop their
meaning around it, NPOs are expected to incorporate certain characteristics into
their brand personality, such as compassion, dynamism and trust. We call these
characteristics “must have” NPO brand personality traits. In this study we further
investigate NPO brand personalities, breaking down the sector and exploring the
cultivated distinctions among these “must have” traits across the environment,
community-children, and poverty sectors.

5 - Towards a Status Signaling Theory of Luxury and
Conspicuous Consumption
Robert Kreuzbauer, University of Surrey, Guildford,
United Kingdom, Sadat Reza, Erwin Auer, Xueli Zhang

In this paper we propose and provide empirical evidence (sales data, patent data,
experimental studies) for a signaling-based theory of luxury goods consumption.
We argue that luxury goods are honest (i.e., non-fakeable) signals of high socio-
economic status (SES) through hedonic consumer objects for which demand
exceeds supply. This requires that members of both low and high SES groups can
identify a particular luxury good as a signal of high SES status. Furthermore, to
ensure the ‘non-fakeability” of the signal (i.e., that low SES people cannot
pretend to be of high SES), firms need to be able to constrain the supply of luxury
products (for example through the production procedures such as handcrafting)
and there must be criteria, which allow consumers to objectively evaluate a
product’s quality. Our theoretical framework explains how luxury goods emerge
and what distinguishes them from related constructs. Results from a series of
empirical studies (data on cars sales; data from patents; experimental studies) will
be presented to support our theory.
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1 - Which Website Visitors Should We Target? The Role of Consumer
Brand Attitudes
Kate Gunby, Doctoral Student, University of Sydney, Sydney,
Australia, Rahul Govind, Vincent Mitchell

Websites offer a retail environment for consumers where they can browse,
research and buy goods. With e-buying now worth over $2.8 trillion globally,
companies want to maximise the chance that they are selected over the
competition. The prevalence of behavioural data available through the online
environment has resulted in a shift away from traditional brand tracking for
performance measurement in preference for digital metrics such as clicks, click
through rate and cost per acquisition. While digital measurement relies heavily on
behavioural data, those that hold strong attitudes towards a brand are up to 7
times more likely to search for a brand by name (Dotson, 2017). This suggests
that while many brands are shifting media investment to digital media (Binet &
Field, 2017), they may be better placed continuing to invest in media channels
that have been proven to shift brand metrics such as brand awareness or brand
preference. Utilising passive metering technology, combined with surveys to
understand how brand attitudes predict online interactions, e.g. search, website
visit or sales at the consumer level, this research will provide a better
understanding of how brand attitudes influence interactions with brands online.
This enables us to measure the increase in the purchase propensity from shifts in
brand attitudes. The first stage will use a simulation to understand how changes
in brand attitudes could impact online search and purchase. Following the
simulation, primary data will be collected to quantify how well brand attitudes
help predict online behaviour. Data collected will combine survey data and
passively captured online behavioural data at a respondent level. As brand
attitudes are considered better for strategic decisions and online behavioural
metrics tactical (Pauwels & Ewijk, 2013), therefore using both adds value to
marketing allocation decision making. This research will present and test a
framework for balancing strategic and tactical decision making for managers, the
results of which can be applied at the customer level.

2 - Differential Diminishing Returns of Advertising
Ashwin Aravindakshan, University of California-Davis, Davis, CA,
United States, Kay Peters, Prasad Naik

The diminishing returns relationship of advertising to sales follows a strong
tradition in the empirical marketing literature. To capture this relationship,
researchers often assume homogenously log or square root function for all media
analyzed. While this might be convenient, the assumption that all media would
follow the same diminishing returns function might be too strong and lead to
biased budget allocations. The same holds for carryovers, which are often lumped
into a single sales carryover. Given the existence of so many advertising media
today, and their differing characteristics, it would be necessary to investigate the
differential effects of advertising media on sales via a more flexible functional
form. To address this issue, this study investigates the following questions: (1)
how can managers empirically quantify the differential diminishing returns across
media?; (2) Do differential diminishing returns and carryovers exist?; and, (3)
how should they plan their media budgets differently as the shape of the
diminishing return function and carryovers vary? We accomplish these goals by
developing a dynamic model that captures the differential carryovers, differential
ad effectiveness, and incorporates differential diminishing returns across
multimedia communications. We present a method to estimate the model’s
parameters using market data from the German soft-drink market. Our empirical
results furnish the evidence that diminishing returns do differ across different
media classes such as Broadcast (i.e., TV and Radio), Print (i.e., Newspapers and
Magazines), and Below-the-Line (e.g., Cinema, Billboards). Finally, we investigate
the normative implications for managerial decision-making, thus deepening our
understanding of how managers should change the media budgets as the degree
of diminishing returns increases (or decreases).

3 - Duration of Advertising Effects on Brand Choice:
Which Factors Affect Recency Effects?
Hiroshi Kumakura, Professor, Chuo University, Tokyo, Japan

The principle of recency, closeness in time between advertising exposure and
category purchase, has been proposed to discuss short-term and behavioral ad
effects on brand choice in advertising literature. This principle asserts that a single
ad exposure before purchase occasion exerts a powerful influence on sales.
Moreover, the principle is useful for especially digital and mobile marketing
focusing on the consumer who is close to making a purchase decision. In recency
advertising planning, although the timing of ad exposure is the most important
and attributed to the duration of ad effects, the duration of recency effects has
rarely been discussed. Moreover, according to the author’s best knowledge, the
influence of ad exposure by competitors have not been accounted, when the
duration of recency effects is discussed. Hence, we discuss 1) how long recency
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effects on brand choice by a single ad exposure continue, 2) how they are strong,
and 3) how they decline. Namely, we measure recency effects and show how they
change over time by estimating the probability densities of time from consumer’s
ad exposure to his/her category purchase, and by focusing the gap of shapes
among these probability densities. Here, recency effects of an individual consumer
on an individual brand per outlets are to be discussed with the hierarchical Bayes
model. One of the managerial implications of this research is that stronger
recency effects are observed in a consumer having no loyal brand and in outlets
of convenience stores and vending machines, in which a consumer may use the
product at or near a store soon after his/her purchase, and in which the price is
high without price promotion.

4 - Advertising versus Recommendation System on
E-Commerce Platforms
Xinyu Cao, NYU Stern, New York, NY, United States, Keyan Li,
Dennis Zhang

The goal of monetization motivates e-commerce platforms to invest aggressively
on improving their recommendation and advertising systems. However, these two
systems potentially compete with each other for consumer attention, and thus it
remains ambiguous whether the improvement on either system can always lead
to higher profit and what the optimal allocation is between the two systems. We
argue that it may not be profitable for a platform to further improve the accuracy
of the recommendation system beyond a threshold, due to the business stealing
effect and competition effect. Moreover, due to the information asymmetry and
preference bias between the platform and sellers, the platform may find it
profitable to reduce the amount of advertisements.

5 - The Pareto Rule in Media Access Behavior
Ushio Dazai, Fukuoka University, Fukuoka, Japan,
Hiroyuki Tsurumi

TV audience ratings or pageviews are important factors for marketers” decision-
making about where advertisements should be placed. However, there is little
knowledge about the structure and basic distribution of audience ratings or
website pageview numbers. In this exploratory study, the authors analyzed single-
source panel data of Japanese consumers in the metropolitan area and calculated
the number of times TV programs and websites were accessed from PCs and
mobile devices. The results show that a small number of consumers account for a
large proportion of the accesses, confirming the data follow the Pareto principle.
This pattern is observed in a wide variety of categories and aggregate levels, and is
important because a large Pareto ratio indicates the media’s audience is more
likely to be stable in the future. Marketers should consider the behavior
represented by this structure when choosing where to place an effective
advertisement. Moreover, the variables related to the Pareto ratio, such as the
demographic, psychographic, device, and other behavioral characteristics of
consumers who frequently access media are explored with reference to previous
researches. The analysis of the data collected for this study contributes to existing
research by providing a better understanding of the structure and distribution of
such data. Finally, the authors discuss future research on media access behavior,
including generalization of repeat behavior.
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1 - Luxury Brands and Online Marketplace: Friend or Foe?
Wei-Shi Lim, National University of Singapore, Singapore,
Singapore, Yini Sarah Gao, Ziqiu Ye

The expansion of the online marketplace (e.g. Tabao.com, eBay) has led to many
firms leveraging on this new market channel to increase their access to
consumers. However, the online marketplace is also one of the main propagators
of counterfeits of luxury goods. Thus, the benefits of the online marketplace is
ambiguous for these luxury brands. Motivated by the proliferation of counterfeits
of luxury brands on online platforms and the dilemma faced by luxury brands,
we develop a two-period game-theoretic framework to examine the strategic
interactions between an authentic luxury brand, a counterfeit seller and an online
marketplace. Firstly, we find that the online marketplace never deters the
counterfeit seller. Secondly, we show that whether the luxury brand sells on the
online platform depends critically on the characteristics of the counterfeits. In
particular, we show that the impact of the quality of the counterfeits on the entry
of the luxury brand is non-monotonic. When the quality of the counterfeit is low,
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increasing the quality of the counterfeit increases the likelihood that the
authentic firm sells on the online platform. However, when the quality of the
counterfeit is sufficiently high, increasing it further leads to the luxury brand
shunning the online platform. Our findings also show that the counterfeit firm
can discourage the authentic brand from the online marketplace when the quality
of the counterfeit product is high, which offers an alternative explanation for the
increasing quality of counterfeits. Finally, our findings suggest that entry of the
luxury brand to the online platform at the equilibrium can improve consumer
surplus.

2 - How Streaming Changes the Competition Between Artists in the
Music Business
Christian Hotz-Behofsits, Vienna University of Economics and
Business, Vienna, Austria, Nils Wloemert, Eitan Muller

Music streaming services provide consumers with on-demand access to a
exhaustive library of millions of songs. While every new artist that is added to the
catalog represents an immediate advantage for listeners by increasing the
assortment, the impact on the success of other artists is unknown. On the one
hand, sampling on streaming services is free such that artists essentially compete
for the users’ limited time. Therefore, every new artist substitutes the listening
time from other artists increasing the competition on streaming services. On the
other hand, music discovery tools (i.e. playlists or recommendation systems) tend
to drive consumption to similar music. This suggests that the addition of a new
artist could create positive spillover effects for similar artists. To investigate which
of these effects dominates, this paper exploits quasi-experiments that happen
when artists join or leave a streaming service or experience an extraordinary
uplift (e.g., album release). A cooperation with a major label allows us to analyze
streaming consumption on a large scale. Our data set comprises data for more
than 80,000 artists across multiple streaming services, 70 countries and 8 years.
Preliminary results suggest an increase in the number of total streams for similar
artists after the market entry of a related artist. This effect is mainly driven by an
increase in the number of unique users that discover similar artists through
discovery tools. In addition, within-category spillover-effects through new album
releases from one artist to similar artists increase over the observation period,
while the spillover effects for other products from the same artist decrease. These
findings suggest an increased level of competition among artists on streaming
services.

3 - Contracting and Channel Coordination on Durable Goods
Secondary Market with Retailer-Level Competition
Taewan Kim, Sungkyunkwan University, Seoul, Korea,
Republic of, Ryan Choi

We study a market where both new and used goods are available.

A manufacturer (i.e., car manufacturer) sells durable products to consumers
through two levels of retailers, a direct retailer (i.e. car dealership) and an indirect
local retailer (i.e., CarMax). We research each players’ strategic decisions on their
optimal pricing. How does the direct retailer setup a buyback price (i.e., trade-in
value) for potential buyers of its new product? How does this price vary when an
indirect retailer appears in the market? How do retailers control used goods
availability? We develop a game-theoretical model to address these issues. We
start our study with a completely integrated market as a benchmark and then
move to an integrated market with an independent local retailer. Then, we
extend our analysis to a market with perfectly differentiated retailers. We show
how the retailer-level competition affects the retailers” buyback prices and used
goods availability. Given these retailers” market responses, the manufacturer
decides the optimal wholesale price and new product strategy.

4 - Shifting the Balance of Power: A Structural Empirical Analysis of
how the Used Car Market Impacts Automobile Manufacturers
and Dealers

Sivaramakrishnan Siddarth, University of Southern California,
Los Angeles, CA, United States, Dinakar Jayarajan,
Jorge Mario Silva-Risso

Most new car dealers also sell relatively high-quality used cars at the same
physical location. While manufacturers control new car prices, dealers have much
more flexibility in setting used car prices. Previous empirical research on the
automobile market has mostly ignored used vehicles and their impact on new car
demand. We employ a transaction level dataset that contains both new and used
car sales to perform a detailed empirical analysis of how the ability to sell used
cars impacts the margins and profits of new car dealers and manufacturers. We
propose and estimate a full equilibrium structural model of the demand for new
and used cars with profit maximizing manufacturers and dealers. Comparing the
substitutability, margins and total channel profits from the proposed model to
those from a more conventional demand model in which the used car market is
ignored, reveals that the pricing control over used cars gives dealers a greater
share of channel profits and shifts channel power away from manufacturers.
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5 - Channel Choice when Consumers Seek Exclusivity
Axel Stock, University of Central Florida, Orlando, FL,
United States, Sona Klucarova-Travani

In markets where consumers seek exclusivity, such as fashion and cars, brands
have chosen a variety of channel formats. We extend the existing literature in
Marketing by analyzing optimal channel selection in this scenario. We develop a
game theoretic model to study competition between two horizontally
differentiated brands which sell their products to a market of snobs, either directly
or through an independent retailer. Furthermore, we assume that at the store
level firms invest in store experience which increases consumers’ utility from
purchase, and that retailers have a lower marginal cost of providing this
experience. We model desire for exclusivity by assuming that after purchase each
consumer meets another consumer and incurs a utility loss if that consumer owns
the same brand. We find that when desire for exclusivity is low, one of the brands
will opt to sell directly while the other firm will choose the retail channel. This
equilibrium emerges because at low levels of competition consumers in the retail
channel are compensated for the greater price through a better store experience,
while consumers in the manufacturer-owned outlet enjoy a lower price.
However, when the desire for exclusivity is above a threshold, then both brands
will introduce a retailer to shield themselves from increased price competition at
the retail level. In extensions we explore how these results change under firm
asymmetry and when some consumers seek conformity.
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Consumer Behavior 2
Contributed Session

Chair: Si Kei Lai, University of Macau, Macau, China

1 - Understanding Consumer Resistance towards E-waste
Management from an Innovation Resistance Theory Perspective:
Evidence from Japan

Mototaka Sakashita, Professor, Keio University, Yokohama,
Kanagawa, Japan, Amandeep Dhir, Puneet Kaur

The amount of electronic waste (e-waste) generated all over the world has
increased rapidly in the past few years. E-waste, if not disposed properly, can
negatively affect human health and pollute environment. The understanding of
consumer awareness and intentions to participate in e-waste recycling is
important for achieving a society that is free from any openly disposed e-waste.
This study aims to understand the different consumer resistances towards the e-
waste management and their association with intentions to engage in e-waste
recycling. Using innovation resistance theory (IRT) by Ram and Sheth (1989) as a
theoretical framework, it developed the overall research model by reviewing a
total of 35 relevant quantitative empirical studies examining the e-waste recycling
and management related issues from consumer behavior perspective. The model
demonstrates a negative relationship between functional barriers (usage barrier,
value barrier, and risk barrier) and consumers’ intention to e-waste recycling, and
a negative relationship between psychological barriers (traditional barrier and
image barrier) and their e-waste recycling intention. It also highlights the
moderating effect of environmental concern, consumers’ current recycling
behavior, and demographic attributes such as age and gender. It then conducted
an online survey (N=824) in Japan, which is the third largest e-waste producing
country (by volume) in the world, in order to test the proposed model. The
results mainly support the overall model, and provides practical implications as
well as theoretical implications by providing support to existing theoretical
frameworks for predicting reasons behind consumers’ resistance specific to e-
waste recycling.

2 - Holiday Effect on Smartphone Replacement in China
Youngsik Kwak, Gyeongnam National University of Science and
Technology, Jinju, Korea, Republic of, Yoon-Jung Nam,
Jaeweon Hong, Yongsik Nam

The holiday effect refers to the phenomenon that consumers’ purchase amount or
purchase probability is increased in a holiday. This study aims to analyze
empirically whether probability of smartphone replacement is increased during
holidays such as Chinese New Year holidays, Labor Day, and National Day of
China in China. In order to explore difference in sales volume or purchase
probability, we observed 5,132 sales data including individual customers’
replacement cycle and dates of purchase. The data were collected from the sales
records of a sales agent that deals with all multinational smartphones in TMall,
one of the largest B2C online sites in China. ANOVA was conducted to verify
whether there is an average difference in smartphone replacement cycles
between customers who purchased a new smartphone in holidays and customers
who purchased in normal days. Results of the study report that there is a
significant difference in average of replacement cycle between the two groups of
the customers. The replacement cycle of the customers who purchased their new
smartphone in holidays is shorter than the other group’s replacement cycle. No
statistically significant difference of the replacement cycle among the 3 kinds of
holidays, the purchase points. Throughout the results of the study, smartphone
vendors could have an insight that holidays shorten customers’ smartphone
replacement cycle in China. Therefore, smartphone sellers need to invest heavy
marketing resource during holidays in China regardless of season.
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3 - Switch or Repeat? The Hidden Effect of Social Influence on
Purchase Behavior.
Radu Tanase, Postdoctoral Researcher, University of Zurich, Zurich,
Switzerland, Rene Algesheimer

Understanding how people influence or are influenced by their peers can help us
understand the flow of market trends, product adoption and diffusion processes.
Most existing work on social influence considers change in purchase behavior as a
dependent variable and thus an individual is influenced if she was determined to
change her behavior. However, nowadays people are faced with countless buying
options, thus repeatedly purchasing the same product can be considered the
exception rather than the norm. In this paper, the authors propose a theoretical
framework in which the decision to repurchase or switch to a new product is
related to two types of stimuli: intrapersonal (related to variety seeking and
loyalty behavior) and interpersonal (related to exposure to the social group).
They distinguish between two influence processes: to switch to a new product
(visible influence) and to repurchase (hidden influence). By analyzing data on
consumption decisions, the authors show that hidden influence has a positive
effect on the probability to repurchase. The authors explore the effect further and
show that for variety seeking consumers the hidden influence has a stronger
effect on the purchase decision compared to visible influence. The results
challenge classical findings by showing that the effect of social influence on
switching behavior is only one facet of social influence and a potentially equally
important aspect is its effect on repeated behavior. Focusing only on the visible
side and ignoring the intrapersonal motivation to switch and repurchase has lead
to framework in which the total social influence effect can often be over or
underestimated.

4 - The Effect of Communicators’ Ongoing Sentiment on
Followership in Online Review Platforms
Meyrav Shoham, Tel Aviv University, Tel Aviv, Israel, Edith Shalev,
Ellie J. Kyung, Coby Morvinski

A wealth of research has examined why people generate online WOM (Berger,
2014) and how WOM affects sales (Babi Rosario et al., 2016). Less is known,
however, about how WOM affects perceptions of- and behavior towards
communicators. For example, communicators often generate positive content in
order to attain status and followers (Angelis et al. 2012; Barasch and Berger,
2014), yet it is unclear whether positivity actually increases followership. The
current research, based on large-scale dataset from an online review website and
five experiments, examines how a communicator’s ongoing sentiment affects
followership in online review websites. We find that ongoing negativity is
detrimental to followership. However, the role of positivity (vs. neutrality) in
growing followership depends on the interplay between two perceived
communicator characteristics: likability and credibility. While likability
monotonically increases with ongoing positivity, credibility depends on sentiment
in a non-monotonic manner, with neutral communicators rated highest. Thus,
positive communicators score higher than neutral ones on likability and lower on
credibility. Accordingly, we find that ongoing positivity results in greater
followership than neutrality when credibility is less consequential to the receiver,
which occurs (a) in nondurable product categories, e.g. entertainment and dining
and (b) when the receiver is approach/action oriented. Likewise, when holding
credibility constant, thereby undermining its importance, positivity enhances
followership. These findings can help review platform managers enhance system
credibility, aid communicators in crafting more effective content, and enable
brand managers to optimize the selection of influencers.

5 - The Influence of Interpersonal Recommendation Attributes on
Consumer Behaviors of Dietary Supplements
Si Kei Lai, University of Macau, Macau, China, Ying Ho

Consumers today rely heavily on product and service recommendations from
other consumers in making their purchase decisions. The importance of
interpersonal recommendation in shaping consumer behaviors is well established
in existing word-of-mouth literature. Although extant literature consistently
shows the impact of interpersonal recommendation on consumer behaviors, it is
less clear on the relative influence of different attributes of interpersonal
recommendation (i.e., tie strength between recommendation sender and receiver,
degree of homophily between recommendation sender and receiver, as well as
prior product knowledge of the recommendation sender) on consumers. This
study explores (1) the relative effect strength of various interpersonal
recommendation attributes on consumer behaviors (i.e., product interests,
purchase intention, and word-of-mouth intention); (2) how these effects may be
different for different customer segments (i.e., experienced consumers versus
inexperienced consumers). Survey data was collected from 142 Macau consumers
regarding their experiences of receiving interpersonal recommendations (from
family members, friends, relatives and colleagues) of dietary supplement
products. Results reveal that among the three interpersonal recommendation
attributes, degree of homophily between recommendation sender and receiver
appears to be a stronger predictor of consumer behaviors of dietary supplement
products. More interestingly, the three interpersonal recommendation attributes
have more pronounced impacts on consumer behaviors for inexperienced
consumers (i.e., those who have no prior experience of the recommended
product category). This study contributes to literature by highlighting the relative
importance of different attributes of interpersonal recommendation. Managerial
implications on how marketers may design word-of-mouth or referral programs
to encourage customer purchases will be discussed.
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Ethics and Consumer Behavior
Behavioral Track

Chair: Subimal Chatterjee, Binghamton University, School of
Management, Binghamton, NY, 13902-6000, United States

1 - How Direct Competition of Cause-Related Marketing Campaigns
Alters Consumer Preferences and Cause Importance
Christina P. Schamp, Dr., University of Hamburg, Hamburg,
Germany, Mark Heitmann

Cause-related marketing campaigns (CM) that link product sales to charitable
causes are attracting continuously growing interest of both marketing research
and practice. Due to its positive impact on demand, successful CM
implementations can result in competitive response and simultaneous execution
of CM campaigns of competing brands within the same market. This type of
competition differs conceptually from price- or quality-based competition because
consumers must trade-off ethical values rather than self-centered benefits. To
date, there is little knowledge about consumer response to competitive ethical
campaigns. To investigate this empirically, we study FMCG field data on the
relative performance of simultaneous CM campaigns and run five laboratory
experiments. We obtain consistent evidence that consumer preferences between
competing CM campaigns can differ in strong and systematic ways from those for
non-competitive campaigns. Specifically, our results show that cause
characteristics (i.e., cause domain, subjective cause importance and brand-cause
fit) gain relevance under CM competition and that individual level moral identity
moderates this effect. These results have implications for the design of effective
CM campaigns for for-profit brands and the improvement of public cause
perceptions for NGOs. More broadly, we demonstrate how market mechanisms
might steer ethical efforts of for-profits to be in accordance with interests of
society as a whole. Rather than championing “cozy causes” that are easy to
advertise, the neediness and importance of a cause as well as potential
arbitrariness in its selection becomes more salient and influential for consumer
preferences in the light of competition.

2 - Better Marketing through Anti-corporatism: Construct
Development and Validation
Brandon Reich, Portland State University, Portland, OR,
United States, Sara Hanson

Consumer anti-corporatism continues to grow, yet little is known about the
construct. This research (1) defines anti-corporatism, (2) develops a scale to
measure it, and (3) provides segmentation/targeting implications. Based on
guidance of an expert panel, we developed an initial item pool of 35 anti-
corporate statements. Using PCA, Study 1 (N = 192 MTurk participants) purified
this pool into a subset of 10 items across two dimensions (five items each to
represent Logical and Intuitive anti-corporatism). Consistent with dual-path
models of information processing, the Logical and Intuitive dimensions represent
deliberative beliefs (e.g., “Corporate power should be limited”) and affect-based
associations (e.g., “Corporations are robotic;” 1 = Strongly disagree, 7 = Strongly
agree), respectively. Study 2 confirmed this two-dimensional structure among a
nationally representative sample of 606 US consumers via CFA ( 2(34) = 91.72, p
< .001,RMSEA = .05, SRMR = .03). Study 3 (N = 151 MTurk participants) used a
longitudinal design to test the scale’s nomological and predictive validity. At Time
1, participants completed the anti-corporatism scale and four related measures
(e.g., Attitude toward Business scale). At Time 2 (10 days later), participants were
endowed with $1 and an opportunity to donate any portion of it to an anti-
corporate non-profit. Supporting nomological validity, anti-corporatism was
moderately correlated with the other measures (IRangersl = .22 - .58, ps < .01).
Supporting predictive validity, a regression model with all Time 1 measures as
predictors showed Intuitive anti-corporatism positively predicted anti-corporate
donations ( =.33, p <.01) whereas Logical anti-corporatism negatively predicted
them ( =-.25, p <.05). No other measures were significant (ps > .10). Our
findings suggest a segmented approach to anti-corporate consumers as facets of
anti-corporatism play out differently in the non-profit marketplace. A planned
field study aims to test actionable corporate changes that may assuage anti-
corporate sentiment.

3 - Taking a Stand: Consumer Responses When Companies Get
(Or Don’t Get) Political
Daniel Korschun, Associate Professor, Drexel University,
Philadelphia, PA, United States, Hoori Rafieian, Anubhav
Aggarwal, Scott Swain

Companies have traditionally abstained from publicly taking positions on political
issues. However, over recent years some executives have eschewed this
traditional wisdom by taking stands on issues such as the death penalty, abortion,
and immigration. There has been vigorous debate over whether consumers are
accepting of such behavior. The present research seeks to reconcile these differing
views by identifying when and how consumers respond to companies that take
political stands. Results from a field experiment and two controlled experiments
indicate that reactions to abstention (versus taking a stand) depend on the
intended image of the company. For a company that claims to be guided primarily
by concern for performance (market-driven intended image), consumer purchase
responses to taking a political stances are negative, which is consistent with the
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traditional wisdom. However, the opposite effect holds for companies that are
perceived to be guided primarily by values (values-driven intended image).
Mediation analyses provide evidence that the mechanism for these effects is
perceived corporate hypocrisy. The research also identifies an important boundary
condition by showing that consumers’ perceptions of hypocrisy are attenuated to
the degree that the company is perceived to have low-agency with respect to a
political issue.

4 - The Effects of Authentic Corporate Social Responsibility on
Consumer Willingness to Forgive or Seek Revenge Following a
Service Failure

Subimal Chatterjee, Binghamton University, School of
Management, Binghamton, NY, 13902-6000, United States,
Gizem Atav, Basak Kuru

Product and service failures are common, and consumers who are the victims of
these failures or transgressions react to them in one of two ways: get angry and
try to get back at the transgressor (seek revenge), or develop sympathy and
forgive the transgressor. A 2017 Survey shows that about 25% of over 60 million
households that experienced a product/service failure sought revenge on the
transgressor. Our research investigates how CSR (Corporate Social Responsibility)
activities of the transgressor can affect these two reactions. We argue that if
consumers perceive the CSR activities to be authentic (e.g., they fit with the
company’s product/mission/culture and aim to benefit society) they are likely to
forgive the transgressor. However, if they perceive the CSR activities to be
inauthentic (e.g., the activities are deceptive and aim to maximize profits), they
are likely to seek revenge on the transgressor. We propose that authentic CSR
messages generate sympathy towards the transgressor and make the transgression
appear as an exception, thereby eliciting forgiveness. Inauthentic CSR messages,
however, aggravate anger by making the transgression appear as a pattern, and
thereby exacerbate the desire to seek revenge. We test our predictions on a
student sample and show that, while most research looks at CSR as a protection
against product/service failures (making a bad situation better), CSR can make a
bad situation even worse if consumers suspect the motivation behind the CSR.
Our research, therefore, highlights both the positive and negative role of CSR
activities in a firm’s service/product recovery strategies.
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Behavioral Track

Chair: Rahil Hosseini, Universitat Pompeu Fabra, Barcelona, Spain

1 - Solicited Online Product Reviews
Nevena T. Koukova, Lehigh University, Bethlehem, PA,
United States, Rebecca Jen-Hui Wang, Keith Botner

Product reviews are becoming increasingly important in consumer purchase
decisions. Businesses including retailers, hotels, and restaurants actively solicit
reviews, prompting customers to rate and write about the products or services
purchased. However, it is unclear whether soliciting reviews from customers is an
effective strategy. How do solicited customers feel about the email prompts? What
kind of reviews do solicited customers write, and are they influenced by product
quality, perceived experience, and solicitor type? We aim to clarity these
questions.Analyzing a secondary dataset of 50K reviews from an e-retailer, we
found that customers who posted reviews by clicking on the solicitation emails
gave higher product ratings than those who posted directly on the website.
However, the solicited reviews were shorter. Interestingly, products with more
solicited reviews have lower prices, and their relationship to purchase conversion
is an inverted U-shape. Further, in a laboratory setting, we investigated the effects
of product quality (damaged versus undamaged), perceived product condition
and solicitor type (a retailer, a community organization of local business, or a
public forum, Yelp) on consumers’ ratings, and review tone and sentiments.
When product was undamaged, customers perceived solicitations from the local
company less negatively than those from the community organization or Yelp.
However, the solicitations from the local company were perceived more
negatively in the damaged versus the undamaged condition. Regarding overall
ratings, within the damaged condition, consumers gave higher ratings when they
perceived the product to be in a poor condition when they posted to the local
company’s website than when they posted to Yelp. Our research provides
important new insights on review solicitation, helping to inform marketers as to
when this may or may not be the optimal strategy.
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2 - How Customer Referrals Convert into Actual Customers:
Variation across Demographic Similarity, Product Types, and
Referral Channels

Andreas Musiol, Doctoral Student, Friedrich-Alexander-University
Erlangen-Nuremberg, Nuremberg, Germany, Christian Pescher,
Martina Steul-Fischer, Christophe Van den Bulte

Customer referral programs are a popular, effective and cost-efficient too to
acquire new customers. In addition, some studies have documented that
customers acquired through such programs exhibit lower churn and/or higher
profitability. But not every referral actually turns into a newly acquired customer.
Using data on more than 100,000 referrals for various types of insurance
products, we provide empirically based insights on how successful referral (i.e.,
the acceptance of a referral by both the receiver and the company) depends on
the demographic similarity of referral sender and receiver, the product type, and
the referral channel. We analyze similarity between sender and receiver in terms
of age (i.e., the difference is not larger than five years), household size (i.e., both
have the same household size), and social status (i.e., both purchasing power
indices are equal). We find that the association between referral success and
demographic similarity depends on the risk profile of the product. This
contingency suggests that the association between referral success and
demographic similarity is unlikely to reflect mere homophily or passive matching.
We also find that referrals made through personal channels (e.g., telephone)
exhibit more conversions than those made through impersonal channels (e.g. the
firm’s website). Ongoing data analysis attempts to attribute this difference to
selectivity versus greater vividness and persuasiveness of various channels.

3 - The Persuasive Power of Online Social Presence
Rahil Hosseini, Pompeu Fabra University, Department d Economia
i Empresa, Universitat Pompeu Fabra, Barcelona, 08005, Spain,
Maria Galli, Ana Valenzuela

When looking for a travel destination on TripAdvisor or a book on Goodreads,
consumers learn about reviewer’s experiences of the destination or the book.
While the primary goal of reading reviews is to gather information, consumers
engage in an imaginary social interaction with the reviewers (i.e., social
presence). Social presence has enjoyed a good reputation in research on distant
learning, human-computer interaction, e-commerce, and virtual reality.
Increasing social presence, for instance, by means of a responsive web design or
using human pictures improves engagement, trust, brand attitude, and
satisfaction (Gefen et al., 2003; Lowenthal, 2010). However, despite the fact that
today’s consumers learn about products from online sources, social presence has
not attracted research to study it in the context of online reviews. This is
important because, product review websites and online retailers are all enriched
with consumer-generated social cues that would trigger social presence (Kaplan et
al., 2010; Liu et al., 2015). This research not only provides evidence for the role of
social presence in online reviews, but it also explains the mechanism underlying
its effect as the current literature is still desolate in that respect. To address the
research question, four experiments were conducted. The results consistently
showed greater enthusiasm for trying the reviewed items (i.e. coffee, travel
destination, book) with characteristics that were not originally favoured, if the
reviews could generate a higher level of social presence. Also, the effect was
mediated by promoting a positive attitude towards the reviewers. In addition, the
studies offered evidence for the imagery nature of social presence; the effect was
diminished when visuospatial memory was not at disposal. In conclusion, this
research suggests an interesting persuasive power for social presence: it increases
liking of the reviewed item even when a non-favored item is reviewed. This is
because it generates an imaginary social interaction that elevates attitudes
towards reviewers.
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Chair: Ram C. Rao, University of Texas-Dallas, Richardson, TX,
United States.

1 - Cookie-Cutter Competition? Non-Price Strategies of Multiproduct
Firms under Uniform Pricing
Gianluca Antonecchia, Erasmus School of Economics, Rotterdam,
Netherlands, Ajay Bhaskarabhatla

In this paper, we study how multiproduct firms compete using non-price
strategies in an industry where all firms charge the same price. Using Nielsen data
on biscuit manufacturers in India, we find that products with one standard
deviation higher productivity offer, on average, 1.5% more quantity for the same
price. Firms also compete by offering volume promotions and price discounts for
more productive products. Using non-price strategies more productive products
appear to gain market share, indicating competition thrives under the veil of
uniform pricing. We find greater levels of product availability and productivity-
induced competition in urban areas compared to rural areas, implying uneven
welfare effects. We show that deviating from uniform pricing can improve welfare
of rural consumers. In the paper we propose a quantity-based measure of
product-level productivity that controls for the biases related to input
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measurement, simultaneity and product scope of the firm. Our results are robust
to alternative methods of estimating product-level productivity.

2 - Managing Corkage Fee: Shall Customers Be Charged for using
Competitors’ Service?
Chang Dong, Hong Kong University of Science and Technology-
HKUST, Hong Kong, Qian Liu

Restaurants usually charge a corkage fee when customers bring their own
beverages to the restaurant. Similar practice also appears in other service
industries, where a core product provider allows customers to consume ancillary
service offered by a third party; such as third-party food service to a theme park,
third-party maintenance service to durable goods. This paper examines the core
product provider’s corkage policy in a stylized model where customers may use
the ancillary service from the third party after purchasing the core product. In
equilibrium, the ancillary service competition influences customers’ purchase
incentive for the core product, and the core product provider faces the trade-off
between different profit sources. We investigate how different market structures
and service quality affect the optimal pricing and corkage decisions.

3 - The Impact of New Product Promotions on the Secondary Market:
A Study of the U.S. Automobile Market
Srabana Dasgupta, Associate Professor, Simon Fraser University,
Burnaby, BC, Canada, Siddarth Sivaramakrishnan, Barcelona,
08005, SpainJorge Mario Silva-Risso

Like many durable goods industries (electronics, appliances etc.), the automobile
industry has typically relied heavily on frequent promotions to sell its products.
However, the auto industry is unique in the sense that it has an extremely active
secondary market that has strong links to new car sales activities. Thus, one
unexplored aspect of promotions in this market, is the long-term effect they
might have on the used car market, which in turn can have unexpected financial
consequences for consumers. We therefore ask the question: what is the impact, if
any, of current promotional incentives on the secondary market and,
consequently on new car buyers’ financial position? If promotions offered today
depress future prices of the used car, the value of the asset held by the consumer
will go down further than what is expected based on the “inherent quality” of the
car. Consumers therefore, may end up being “upside down” on their purchases,
affecting their purchasing power in the future and which, in turn, will have
negative implications for future new car sales. Using automobile transaction data
on both new and used cars, we develop a model that captures the effect of today’s
promotions on a car’s future expected value. The model accounts for the
possibility that the effect varies by the make, model, and competitiveness of the
car, allowing us to draw implications for how manufacturers should structure
their promotions in order to account for these potential future effects.

4 - Prominence and Price Search under Limited Consideration
Ruitong Wang, Doctoral Student, University of Minnesota,
Minneapolis, MN, United States, Yi Zhu, George John

Many markets feature a prominent firm from which most consumers start their
price searches. This study examines the implication of prominence on price search
when consumers have a limited consideration set. We model a firm’s prominence
by its percentage of being searched first by the consumers. A prominent firm is
considered by all consumers and has the highest prominence level. There are two
types of consumers: some consumers (shoppers) have a zero search cost, while
others (non-shoppers) have a positive search cost. The prominent firm faces a
tradeoff between a low price to compete for the shopper and a high price to
exploit surplus from non-shopper. Our results show that: first, comparing with
less prominent firms, a prominent firm charges a higher/lower price on average
when its prominence level is high/low. Second, a prominent firm’s profit may
decrease when more consumers search it first. This occurs when its prominence is
low. Finally, we find that the consideration set expansion can increase the price
competition. A less prominent firm might have a lower profit when more
consumers consider it. This implies that firms may be better off not joining
another consideration set.

5 - Merchant and Platform: Pricing Strategy and Product Entry
Ram C. Rao, University of Texas- Dallas, Richardson, TX,
Barcelona, 08005, SpainUnited States, Ye Qiu

For a selling platform managing merchants poses challenges. We analyze
competitive pricing strategies depending on the platform’s choice to include in its
assortment a product the merchant sells. The platform wants the merchant to
remain, and if the platform chooses to carry the product, the merchant prefers a
non-zero commission rate based on sales to a flat fee, reducing price competition.
We then ask whether through its assortment the platform can signal the quality
of a product if consumers” information is incomplete. Signaling is possible because
of the potential goodwill loss to the platform from disappointed consumers. We
characterize the separating equilibrium with the platform carrying a product only
if quality is high. More interestingly, conditions exist such that signaling benefits
not only the platform and consumers but also the merchant, making it a win-win
proposition. Casual empirical evidence shows substantial sales increase after
Amazon decides to offer a product, while such increases don’t occur for products
Amazon doesn’t carry. Moreover, even after Amazon’s entry, third party
merchants continue to sell on Amazon whose prices are higher than the
merchants’. We conclude that a platform could strategically use its assortment
decision to realize higher sales and thereby also help merchants.
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1 - Understanding the Bottom of the Pyramid Market from the
Interdisciplinary Lens of Geddesian Town Planning Theory and
Stimulus Organism Response Model

Ayush Chaudhary, Department of Management Studies, Indian
Institute of Technology Madras, Chennai, India, Varisha Rehman

Until recently, Bottom of the Pyramid (BoP) market was largely ignored by the
multinationals, due to huge challenges it possess to overcome, but now more and
more multinationals are trying to tap this huge and lucrative market. Most of
these attempts are resulting into partial success or no success at all; this is due to
the lack of theoretical framework in the literature to understand this market.
Thus, this study was undertaken to develop a framework for better understanding
of BoP market by integrating Stimulus Organism Response (SOR) Model of
marketing with Geddesian Triad theory of Town Planning. The objective of the
study is to relate the tenets of Folk, Work and Place of Geddesian Town planning
theory to the SOR Model for BoP Market. This has been done by doing an
extensive literature review of 163 papers from 2000-2018 related to SOR model
and then integrating the relevant stimulus to formulate a conceptual model to
approach this new market. Moreover, the model was tested through conducting
Partial Least Square Structure Equation Modelling (PLS-SEM) over data collected
through 150 samples in two context of urban and rural area. The results showed
a significant effect of Folk, Work and Place on Purchase intention of BoP
consumers. The study marked one of the first attempt for developing and
validating a new theory for BoP market. Moreover, it is also one of the few papers
to do quantitative study on BoP market with model formulation and validation.
This study will help practitioner as well as academicians to understand this
lucrative yet complex market. It will also open up new opportunities for
multinationals and at the same time help in providing products to the BoP
consumers.

2 - Acquisition Pattern Analysis for Studying Sequential Adoption of
Mobile Phone Services and Applications by Sub-Saharan
African Entrepreneurs

Leo Paas, The University of Auckland, Auckland, New Zealand,
Emiel Eijdenberg, Enno Masurel

Rapid economic developments have led to increased interest in Africa in the
marketing literature. This particularly applies for the mobile phone sector. Over
the last five years mobile phone penetration levels in Africa have grown 65%
annually resulting in 759 million unique subscriptions in 2017. Mobile phone
owners in Sub-Saharan Africa (SSA) can use globally available services and
applications, such as Facebook and LinkedIn, next to locally developed
innovations. A particularly important local innovation is mobile money, which
allows users to store credit on the device and to transfer such electronic money to
other phones on which the application is activated. The process underlying the
adoption of services and applications on mobile phones is however understudied.
We analysed acquisition patterns for locally developed and globally available
services and applications on mobile phones using survey-data collected from 169
entrepreneurs in Zambia. We argue that entrepreneurs are early adopters of such
technology in Africa and find that the 12 analysed services and applications are
adopted in a hierarchical order. A consecutive regression analysis shows that
entrepreneurs with more employees, tertiary education and who are younger
tend to be further developed in the acquisition pattern, supporting the
assumption that an individual’s mobile technology-savviness drives adoption. The
findings provide relevant insights for cross sell and relationship marketing
strategies. We also provide support for applicability of acquisition pattern analysis
in Sub-Saharan Africa, which is of key relevance in this rapidly growing market.
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3 - Impact of Corporate Social Responsibility News Reports on
Brand Sales: The Moderating Effect of Brand Nationality
Junhee Seok, Seoul National Univ., Seoul, Korea, Republic of,
Youseok Lee, Byung-do Kim

The main purpose of this paper is to examine the effect of corporate social
responsibility (CSR) news reports on brand sales. Furthermore, this study verifies
the difference between the CSR activities described in news reports of the local
brands and those of the imported brands. For empirical verification, we collected
several data such as sales volume, the number of news reports on CSR, and the
characteristics of each brand. For the period from January 2014 to December
2017, the data set covers 48 months of 19 automobile brands. We merged CSR
news reports data with sales data for the following month to make sure that the
news reports data precede the performance data. As such, we are more certain
that causality goes from news reports to sales, and not vice versa. To consider the
heterogeneity and autocorrelation among error terms of each brand, the feasible
generalized least square (FGLS) estimation method was used. Because the
number of time points are larger than the number of brands in the data, we
determined that the FGLS method would be suitable for the study. The analysis
provides following results. First, the announced CSR positively affects brand sales.
Unlike other studies indirectly examined this relationship, this study directly
verifies the relationship between them. Second, the marginal effect of CSR news
reports is bigger in the imported brands than local brands. This result shows that
imported brands could establish legitimacy and avoid a sense of dissimilarity in
local markets by actively conducting CSR activities and informing them. Finally,
this study confirms long-term effect of announced CSR by using the Koyck
model. These pieces of evidence provide several important implications. First,
customer awareness is an important factor in the relationship between CSR and
brand sales. In this study, we try to verify that CSR activities in news reports,
which help consumers to recognize the good deeds of a brand, have a positive
effect on sales. Second, when a company is planning to enter the foreign market,
it can be a great help to carry out CSR activities and inform them to the target
market.

4 - Differences in Sport Sponsorship Effectiveness:
Does Culture Matter?
Feray Adiguzel, LUISS Guido Carli University, Rome, Italy,
Christopher Kennett

Major sports events have increasingly broadcasted all over the world. These
events attract very loyal customers “sports fans” around the globe. That is why
companies allocate more of their marketing spending to sponsor major sports
events. However, the return on investment of a sponsor company is not
guaranteed. Despite the growing company spending on sponsorships to reach
sports fans worldwide, relatively few studies have examined how sponsorship
effectiveness might vary across countries with a different culture. We fill this void
by examining differences in sponsorship effectiveness with a survey of 4202 fans
of Euroleague Basketball across six European countries. The multilevel modeling
was performed using individual and national level variables in order to explain
differences. The findings indicate significant country differences in brand affect
and purchase intention. The effect of brand fit on brand affect is negative in
individualistic and indulgent cultures, which is the opposite of what we found in
uncertainty avoidant and long-term oriented cultures. On the other hand, brand
familiarity has a positive effect on brand affect when individualism and long-term
orientation increases, opposite of the one when indulgence and uncertainty
avoidance increases. Attitude towards sponsorship increases brand affect for
countries high on masculinity and long-term orientation but decreases for
countries high on individualism, indulgence and power distance. We further
explain other differences in sponsorship effectiveness and provide several
implications for marketers.

5 - Protection for Sale with Foreign Buyers
Sajeesh Sajeesh, University of Nebraska - Lincoln, Lincoln, NE,
United States, Rajeev Sawant

While extensive political economy research shows that political considerations
drive economic policy, research regarding the effects of foreign lobbying is
underdeveloped. Using a Hotelling-Downs vote-buying model of foreign direct
investment (FDI), we analyze policy outcomes when foreign multinational
corporations (or MNCs) are forbidden and when they are permitted to lobby. We
find that lobbying contribution transparency, liability of foreign lobbying and ratio
of domestic firms’ change in profits to MNC profits from FDI are important
determinants of endogenous policymaking. We discuss implications for MNCs and
their domestic rivals’ lobbying activities and propose lobbying conditions that
prevent welfare reducing protectionist policies.
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Retailing 2
Contributed Session

Chair: Kathleen Li, University of Texas, Philadelphia, PA, 19139,
United States

1 - The Impact of Consumer Return Strategies on
Omnichannel Retailing
Prasenjit Mandal, Indian Institute of Management Calcutta,
Kolkata, India

In this paper, we consider a retailer adopting the “omnichannel” sales policy that
offers customers a more convenient option for shopping and buying. The retailer
operates both a physical and a web-based online store. The web-based channel
provides customers better shopping conveniences and detailed product
information through websites and mobile apps; whereas physical store allows
customers to physically inspect or even experience the product in the store the
product before making a purchase decision. Due to the uncertainty in product
valuation, customers may end up returning the product purchased for a full or
partial refund. Hence, we develop a stylized game theoretic model to study the
impact of consumer return strategies on retail sales and profitability. We show
that product value and refund policy determine the online customer’s choice of
returning products through “online”, or at “store”. Our analysis identifies the
ideal conditions under which each return policy is beneficial to the retailer.
Further, we find that under full refund policy, the price of the product increases.

2 - Window Shopping or Flashy Products: Investigating the
Discrepancy in Search Share and Purchase Share
Olivia R. Natan, University of Chicago, Chicago, IL, United States,
Ali Goli

In this paper, we document persistent differences between a product’s searched
share and purchase share in an online marketplace. Understanding the source of
this mismatch is important for businesses and has implications for optimizing
promotions and interpreting user behavior. We study two phenomena that can
generate this mismatch, namely, search streaks by users without intent to
purchase (window shoppers), and items that are frequently browsed by users
with purchase intention but not purchased as frequently. Such a difference is not
rationalized by typically implemented models of consumer search, though more
flexible theory models could rationalize this as a function of oddly behaved priors
or other information structures assumed away in common parameterizations. We
pose an alternative explanation of hedonic window shopping, and decompose the
difference in search and purchase shares into both a consumer- and product-
specific phenomenon. Additionally, we provide suggestive evidence for how to
incorporate latent window shopping behavior into a search model. We discuss
methods for recovering purchase shares given search paths generated by both
window shoppers and users with purchase intent.

3 - The Winner Takes it All? - An Empirical Analysis of Amazon’s Buy
Box
Jochen Reiner, Assistant Professor, Goethe University Frankfurt,
Frankfurt, Germany, Bernd Skiera

Amazon’s Marketplace has proven to be an important sales channel for many
(often small or mid-sized) sellers. As there is no limit to the number of sellers of a
particular product, the same product is often sold by many sellers competing for
sales. A unique feature of Amazon Marketplace is the presentation of sellers’
offers. Amazon ranks all sellers and selects one seller for the so-called Buy Box.
The seller in the Buy Box is the default seller, i.e., the seller that is selected if the
customer just clicks “buy”. Customers might even think that this click initiates a
purchase from Amazon, although it is a purchase from Amazon Marketplace. Not
surprisingly, the Buy Box seller makes far more sales than any other seller.
Anecdotal evidence from practitioners suggests that the Buy Box generates up to
80% of all sales and that being in the Buy Box is key to success. Consequently,
many sellers engage in price competition to be placed in the Buy Box. However, it
remains unclear whether the uplift in sales due to the Buy Box placement makes
up for the sacrifice of sellers” profit margins. Understanding the economics (e.g.,
size of uplift) of the Buy Box is, therefore, vital for each seller on Amazon
Marketplace. Using a longitudinal dataset covering the full assortment of a
cooperating seller and data from an Amazon price tracking API, this study
empirically investigates the Buy Box and its importance for sales and its
consequences for determining optimal prices and sellers” profits.

4 - Statistical Inference for Average Treatment Effects Estimated by
Synthetic Control Methods
Kathleen T. Li, Assistant Professor of Marketing, University of
Texas McCombs School of Business, Austin, TX, United States

The synthetic control method, a powerful tool for estimating average treatment
effects (ATE), is increasingly popular in fields such as statistics, economics,
political science and marketing. The synthetic control method is particularly
suitable for estimating ATE with a single or a few treated units, a fixed number of
control units, and large pre and post-treatment periods, i.e. long panels. To date,
there has been no formal inference theory for synthetic control ATE estimator
with long panels under general conditions. Existing work mostly use placebo tests
for inference or some permutation methods when the post-treatment period is

small. In this paper, we derive the asymptotic distribution of the synthetic control
and modified synthetic control ATE estimators using projection theory. We show
that a properly designed subsampling method can be used to obtain confidence
intervals and conduct inference whereas the standard bootstrap cannot.
Simulations and an empirical application examine the effect of opening a physical
showroom by an e-tailer demonstrate the usefulness of the modified synthetic
control method in applications.
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Speical Emerging Topic Session

Chair: Catherine Tucker, MIT, Cambridge, MA, 02142, United States

1 - Display Advertising Pricing in Exchange Markets
Hana Choi, Duke University, Durham, NC, United States,
Carl F. Mela

This paper considers how a publisher (e.g., Wall Street Journal) should set reserve
prices for real-time bidding (RTB) auctions when selling display advertising
impressions through ad exchanges, a $40 billion market and growing. Through a
series of field experiments, we find that setting the reserve price increases
publisher’s revenues by 32%, thereby affirming the importance of reserve price in
maximizing publisher’s revenues from auctions. Further, we find that advertisers
increase their bids in response to an experimental increase in reserve price, and
show this behavior is consistent with the use of a minimum impression constraint
to ensure advertising reach.Based on this insight, we construct an advertiser
bidding model and use it to infer the overall demand curve for advertising as a
function of reserve prices. Using this demand model, we solve the publisher
pricing problem. Incorporating the minimum impression constraint into the
reserve price setting process yields a 50% increase over a solution that does not
incorporate the constraint, and an additional increase in profits of nine percentage
points.

2 - A Structural Model of a Multi-Tasking Salesforce:
Job Task Allocation and Incentive Plan
Minkyung Kim, Yale School of Management, New Haven, CT,
United States, K. Sudhi, Kosuke Uetake

The paper empirically explores questions of (i) how to allocate job task
(specialization versus multitasking) in the presence of task complementarities and
(ii) how to combine outcomes across tasks (e.g., additive versus multiplicative) in
compensation plan design. To answer these questions, we develop the first
structural model of a multi-tasking salesforce. The model incorporates three novel
features, relative to the extant structural models of salesforce compensation: (i)
multi-tasking effort choice given a multi-dimensional incentive plan; (ii)
salesperson’s private information about customers and (iii) dynamic intertemporal
tradeoffs in effort choice across the two tasks. While the model is motivated by
our empirical application that uses data from a microfinance bank where loan
officers are jointly responsible and incentivized for both loan acquisition and
repayment, it is more generally adaptable to salesforce management in CRM
settings focused on customer acquisition and retention. Our estimation strategy
extends two-step estimation methods used for uni-dimensional compensation
plans for the multi-tasking model with private information and intertemporal
incentives. We combine flexible machine learning (random forest) for the
identification of private information and the first stage multi-tasking policy
function estimation. Estimates reveal two latent segments of salespeople-a
“hunter” segment that is more efficient on loan acquisition and a “farmer”
segment that is more efficient on loan collection. Counterfactual analyses show (i)
that joint responsibility for acquisition and collection leads to better outcomes for
the firm than specialized responsibilities even when salespeople are matched with
their more efficient tasks and (ii) that aggregating performance on multiple tasks
using an additive function leads to substantial adverse specialization of “hunters”,
where they specialize on acquisition at the expense of the firm, compared to the
multiplicative form used by the firm. Key words : salesforce compensation,
multitasking, multidimensional incentives, private information, adverse selection,
moral hazard.

3 - Predicting Restaurant Survival: What matters the Most,
Somewhat, and Not at All?
Mengxia Zhang, USC, Los Angeles, CA, 90007, United States,
Lan Luo

In 2017, the restaurant industry generated $799 billion in sales and accounted for
one in 10 jobs in the U.S. This industry is also particularly well-known for its high
turn-over rate. Nevertheless, research on restaurant survival has been sparse. Our
research aims to understand, above and beyond known factors such as firm
characteristics, competitive landscape, and external macro factors, to what extent
user generated content (including both photos and reviews) is associated with
restaurant survival. In particular, we tracked the survival of 21,785 restaurants
from 2004 to 2015. We further use deep learning methods to extract features
from the entire 810,182 photos and 1,178,056 reviews posted on Yelp on these
restaurants during this twelve-year window. We then develop a predictive model
to examine how the above discussed various factors are related to the survival of
these restaurants. We further explore causal effects of user generated content
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(particularly photos) by using propensity tress to match up restaurants on
observable characteristics. Our research is probably the most comprehensive
empirical research on restaurant survival to date. It also belongs to an emerging
stream of research in marketing that utilizes deep learning techniques to analyze
large volume of unstructured data including photos and text.
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Mobile, Algorithm, and Artificial Intelligence (Al)
Session 5: Field Experiments in Mobile Age
Special Session

Chair: Xueming Luo, Temple University, Philadelphia, PA, 19122,
United States

Co-Chair: Siliang Tong, Temple University, Philadelphia, PA, 19144,
United States

1 - Demand Effects of Recommendation Strategies in a Mobile
Application: Evidence from Econometric Models and Machine-
Learning Techniques

Panagiotis Adamopoulos, New York University, IOMS Dept.,
New York, NY, 10012, United States, Anindya Ghose,
Alexander Tuzhilin

In this paper, we examine the effectiveness of various recommendation strategies
in the mobile channel and their impact on consumers’ utility and demand levels
for individual products. We find that a 10% increase in the frequency of
recommendations raises demand by about 7.2% for the corresponding
alternative. We also find significant differences in effectiveness among various
recommendation strategies. In addition, we examine the heterogeneity of the
demand effect across items and contextual factors. Interestingly, we find that
contextual factors, such as holidays and weather conditions, significantly
moderate the effectiveness of mobile recommendations.

2 - From Free to Paid: Testing Monetization Strategies for a
Free Mobile App
Jingcun Cao, Indiana University Bloomington, Bloomington, IN,
47405, United States, Pradeep K. Chintagunta, Shibo Li

Mobile app firms have a hard time when trying to monetize their free services
due to (i) high churn rates and (ii) low purchase conversion rates. Since users
incur a monetary cost for paid services they may choose to abandon the app.
Further, for apps providing some free basic features, very few customers would
actually pay to become premium users (under 1% on average). It is costly for the
firm’s marketing and tech support teams to serve users of free services. As
monetization strategies, some firms maintain limited free services for current
users (referred to as “soft landing”). Other firms take the “hard landing” approach
by completely shutting down all free services, and exclusively serving their paid
users. Current business practices do not offer a clear answer on which strategy
results in a higher conversion rate. The existing theoretical literature also makes
conflicting predictions. In this study, we employ a 2x2 field experiment to test the
causal effect of providing limited free services on the purchase conversion rate
when a firm tries to monetize its free services on mobile apps. We also try to
understand the mechanism underling user behavior. Moreover, we also examine
whether providing some secondary benefits to the paid users will help increase
the conversion rate, and how this may moderate the effect of offering limited free
services.

3 - The Effect of Digital Platform Free Promotion on Redeemers vs.
Non-Redeemers
Lin Boldt, University of Central Florida, Orlando, FL, 01610,
United States, Xueming Luo, Xiaoyi Wang

The success of a promotion offer may go beyond the profit made on purchases
associated with coupon redemption. We run a field experiment on a digital retail
platform to study the effect of digital promotion not only on redeemers, but also
on non-redeemers. Simultaneously measuring the causal effect of promotion on
redeemers and on non-redeemers is complicated by the self-selected coupon
redemption decision. The instrumental variables method is typically used to
estimate the effect of promotion on redeemers, but its exclusion restriction
assumption presumes that the promotion has no effect on non-redeemers. Our
model relaxes the exclusion restriction and simultaneously examines the average
treatment effects for redeemers and non-redeemers. Our results reveal drastically
different patterns and mechanisms that platform free promotion affects redeemers
vs. non-redeemers. The alternative methods, i.e., propensity score matching and
IV, underestimate the promotion effect on non-redeemers.
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4 - Effects of Green Marketing: Evidences from Quasi
Field Experiments
Yuqgiang Chang, Temple University, Fox School of Business,
Philadelphia, PA, 19122, United States, Xueming Luo,
Cheng Zhang

Companies have extensively invested in green marketing in order to stimulate
pro-environment behaviors and make a profit. However, such investments may
often turn out to be greenwashing and backfire. We conducted a large-scale quasi
field experiment and found that pro-environment marketing message is
ineffective when consumers do not experience pollution, but 250% more
effective when they have a recent experience of air pollution. A second quasi field
experiment replicated the finding with different pro-environment behaviors,
mobile communication nudge channels, and platform settings. An investigation of
the underlying mechanism suggested that a recent pollution experience
overwhelms the weak signal of environment protection and actively engages
consumers in pro-environment behaviors. These findings provide insights into
how managers can avoid negative externalities of greening marketing and the
conditions in which green marketing contributes to a better world.
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Game Theory in Marketing
Special Session

Chair: Aniko Oery, Yale School of Management, 165 Whitney Avenue,
New Haven, CT, 06520, United States
1 - Learning by Choosing
T. Tony Ke, MIT, Cambridge, MA, 02142, United States,
Christopher Li, Mikhail Safronov

We consider a dynamic employment relationship between a firm and a worker,
whose ability influences the productivity of the relationship and is initially
uncertain to both parties. The jobs performed by the worker are publicly
observable noisy signals of the worker’s ability, where some more productive jobs
are less informative. Under short-term noncontingent wage contracts, we show
that when the firm assigns the jobs to the worker, information is under-provided
compared with the social optimum; while when the worker chooses the jobs,
information may be over-provided. We find a jump in the worker’s wage at the
switch between jobs, which we interpret as promotion of the worker—promotion
occurs when the belief of the worker’s ability is sufficiently high and he takes a
more productive but less informative job.

2 - Buy it Before it's Gone
Zihao (Harry) Zhou, University of California, Berkeley, CA,
United States

We construct a two-period model with a monopolistic seller and a unit mass of
buyers with high and low valuations of a durable good. In our model, if the seller
can commit to a quantity, then under some mild regularity conditions, the seller
has an incentive to create a shortage in the last period through the pre-committed
quantity in order to extract more revenue from buyers with a higher valuation. It
can be shown that the seller’s incentive to create a shortage persists even when
the seller does not need to create shortage through the pre-committed quantity.
In addition, we extend the model to the case with multiple periods and valuation
types and then analyse the seller’s optimal strategy in this extension.

3 - Price Manipulation in Peer-to-Peer Markets
Vladimir Pavlov, The Wharton School, Philadelphia, PA,
United States, Ron Berman

Should a peer-to-peer platform set prices for the products on the platform, or
should it let sellers set their own prices while providing price recommendations?
Centralized prices allow the platform to use demand information it observes,
while price recommendations allows for competition in which sellers set prices
based on their private information. We investigate the implications of each pricing
regime for the profits of platform, buyers and sellers. When the platform
recommends prices, it effectively plays the role of a sender in a multi-receiver
cheap talk game. We find that if the range of possible quality levels of sellers is
small, the platform should centralize pricing. Price recommendations can be
sustained in equilibrium only when the variance of aggregate demand is large.
Otherwise, a price recommendation is not credible and the platform should let
the sellers set their own prices. High (low) quality sellers have a stronger
(weaker) preference for centralized pricing than the platform. Buyers, however,
prefer centralized pricing only if the range of quality levels is large and the
variance of aggregate demand is small. Otherwise, buyers prefer competing sellers
who do not receive a price recommendation.
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4 - Managing Word-of-mouth Content
Aniko Oery, Yale School of Management, New Haven, CT, 06520,
United States, Ishita Chakraborty, Joyee Deb

We develop a model of positive and negative word of mouth (WOM) about a new
product and analyze how a firm can manage the content of WOM through the
price it sets. Trial purchasers who have tried the product experience utility if they
had a good (bad) experience with the product and new adopters buy (not buy) it.
WOM is costly, and trial purchasers talk if they believe they can shift behavior of
potential adopters. The price set by the firm can induce an equilibrium in which
only trial purchasers with positive experience talk (positive WOM equilibrium),
one in which only those with negative experience talk (negative WOM
equilibrium), or one in which everyone/no one talks. Whether the profit
maximizing price induces positive and/or negative WOM depends on the
distribution of beliefs about product quality in the adopter population and
product characteristics, modeled as the type of signal structure. If trial purchasers
have a precise estimate of the prior, then the firm always induces negative WOM.
For example, when a new branch of a restaurant-chain opens, consumers are
likely to have similar beliefs about the quality of the new branch. If the prior
distribution is heterogeneous, positive WOM arises if the relevant dimension of
product quality is an attribute that requires special skills such as culinary
creativity. In contrast, negative WOM arises if quality is more about consistency
such as hygiene standards. We use a dataset taken from Yelp Dataset Challenge
2018 to establish some facts that support the theoretical predictions.
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Digitization 2: Platforms
Special Session

Co-Chair: Pinar Yildirim, University of Pennsylvania, Philadelphia, PA,
19104, United States

Chair: Georgios Zervas, Boston University School of Management,
Brookline, MA, 02445-7610, United States

1 - Dog Eat Dog: Measuring Returns to Scale using a Digital Platform
Merger
Andrey Fradkin, Boston University, Boston, MA, United States

Successful digital marketplaces can make existing markets more efficient and can
create entirely new markets. It is common wisdom that many of the gains from
digital marketplaces are difficult to achieve until they acquire scale. However, the
mechanisms behind these efficiencies have never been quantified. We propose to
use Rover.com’s acquisition of DogVacay to study the returns to scale and benefits
from integration in platform industries. The combination of the two marketplaces
offers aunique opportunity to study this question because it is one of the few
cases where the scale of a marketplace changes in a sudden and exogenous way,
not caused by incremental adoption.

2 - Deceptive Claims using Fake News Marketing:
The Impact on Consumers
Anita Rao, University of Chicago Booth School of Business,
5807 S Woodlawn Avenue, Chicago, IL, 60637, United States

Fake news can be harmful if it misleads consumers to take actions they otherwise
would not have taken (e.g. vote for another party, purchase an inferior product).
However, if fake news merely confirms existing beliefs without changing
consumers’ actions, the extent of such harm is less severe. The main challenge in
identifying the impact of fake news, is that we do not observe actions before and
after the exposure to fake news. This paper exploits a unique setting where the
FTC enabled the shutdown of ten companies that were operating fake news
websites that in reality were advertisements for various products. Using detailed
browsing data of these product websites, I identify the extent of consumer interest
in the presence and absence of fake news. The findings indicate that interest
wanes after the shutdown of fake news, but there is some substitution to other
channels such as regular advertisements.

3 - Learning Market Structure & Consumer Preferences from
Search Data
Georgios Zervas, Boston University School of Management,
Brookline, MA, 02445-7610, United States, Luis Armona,
Greg Luis

The law of one price”has been documented to fail even in online markets for
homogeneous products where information is abundant and search costs are
relatively low. One potential explanation for this phenomenon has been narrow
search behavior by consumers, leading to small subsets of products entering
choice sets, and increased firm market power. We present a demand model that
takes into account consumer search patterns in differentiated product markets
with difficult to quantify characteristics. Using machine learning methods, we
estimate consumer preferences and latent product attributes using individual-
level search data from a leading hotel search platform. Our methodology
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uncovers the latent characteristic space on which firms compete, in the form of
high-dimensional, real-valued vectors characterizing each product’s attributes. We
then use these latent features to estimate a traditional model of hotel demand. We
find that the features capture hotel competition better than traditional measures,
such as observable hotel characteristics and geography.

4 - Revealed Preference Heterogeneity through Online Ratings
Brett Hollenbeck, University of California-Los Angeles Anderson,
Los Angeles, CA, 90025, United States, Yufeng Huang

Significant efforts in marketing and economics are devoted to recovering
consumer preferences and demand from discrete choice purchase data. These
preferences are used to forecast success of new products, describe consumer
segments for targeting, and measure the effects of marketing variables, among
other uses. We consider what features of preferences and demand can be
estimated from large, publicly available sets of online product ratings. These data
are large, update quickly, and provide a direct measure of post-consumption
consumer satisfaction. They also provide within-reviewer rankings of products
and a direct measure of category-level preference heterogeneity. We propose a
new estimator to measure consumer preference heterogeneity using online rating
data within and across consumers. Ratings within a consumer reveal her
preference ordering across products, while disagreement across consumers’
ratings to similar products is informative about their taste heterogeneity. We test
the data on Amazon product ratings and compare with traditional scanner data.
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Marketing Challenges in the Digital Age
Special Session

Chair: Robert Zeithammer, UCLA Anderson, Los Angeles, CA, 90095,
United States

1 - Stay Calm, and Carry on Ignoring Heterogeneity in
Risk Preferences
Robert Zeithammer, UCLA Anderson, USA, Los Angeles, CA,
90095, United States, Martin Spann, Lucas Stich, Gerald Haubl

Consumer bidding for products and services is an important novel pricing method
enabled by digital marketplaces. Most existing methodologies for revenue
optimization in markets with consumer bidding assume that the consumers are
either risk-neutral or all equally risk-averse - a so-called “homogeneity
assumption”. This paper explores the implications of heterogeneity in risk-
aversion for optimal selling, both analytically and empirically. Using bidding data
from an incentive-compatible laboratory experiment with name-your-own
pricing, we find a large amount of heterogeneity in risk preferences, but our
counterfactual simulations imply that sellers in markets with consumer bidding
can safely ignore it and simplify their modeling of preferences with a standard
homogeneity assumption.

2 - “| Don’t Recall”: The Decision to Delay New Product Launch to
Avoid Costly Product Failure
Oded Koenigsberg, London Business School, London,
United Kingdom

Innovations typically introduce novel features or embody cutting edge
components aimed at delivering desired customer benefits. Oftentimes, however,
we observe new products being recalled shortly after launch. Indeed, a firm may
rush to the market in an attempt to pre-empt rivals and capture demand early,
yet in so doing forgo rigorous quality control testing prior to product release—
thereby subjecting itself to the risk of a recall due to product failure. To shed light
on this phenomenon, we model a duopoly setting in which ex-ante identical
firms plan to launch an innovation into the marketplace. Each firm must decide
whether to conduct time-consuming quality assurance testing, which ensures no
defects or safety problems, but delays product introduction. If the product is
launched without testing and a recall occurs, the firm faces both pecuniary costs
and future reputational damage. We identify conditions for an asymmetric
equilibrium to emerge in this context, whereby one firm elects to conduct testing
to provide a fail-proof product while the other rushes to market. In addition, we
establish conditions where competition prompts both firms to release the product
immediately, thus risking a recall, even though a monopolist would delay the
launch to conduct thorough testing. The basic framework is then extended to
examine how foreseeing the dilemma of whether to conduct testing to avoid a
recall affects firms” R&D investments and product assortment decisions. Though,
in general, post-launch product failure negatively affects firms” willingness to
undertake R&D effort, we uncover a mechanism that leads firms to more likely
invest in R&D as the probability of a recall increases (if testing has been skipped).
Moreover, by allowing the firms to choose which product to launch given a
portfolio of mature and innovative offerings, we derive conditions under which a
firm may ex-post shelf an innovation it has developed and stick with its mature
product, even after performing quality assurance testing, i.e., the innovation
would not be recalled.
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3 - Interactive Advertising: The Case of Skippable Ads
Anthony Dukes, USC, Los Angeles, CA, United States, Qihong Liu,
Jie Shuai

The skippable ad format, commonly used by online content platforms, requires
viewers to see a portion of an advertiser’s message before having the option to
skip directly to the intended content and avoid viewing the entire ad. Under what
conditions do viewers forego this option and what are its implications for
advertisers and the platform? We develop a dynamic model to identify conditions
under which the viewer (i) skips the ad or (ii) engages with the advertiser. Our
model incorporates the advertising market and assess implications of skippable
ads on the platform’s profit and advertisers” surplus. Relative to the traditional ad
format, we find that there are unambiguously more advertisements and viewers
on the platform with skippable ads. Under reasonable conditions, the skippable ad
format is a strict Pareto improvement, which raises the surplus of advertisers and
the profit of the platform.

4 - Regulating Deceptive Advertising: False Claims and
Skeptical Consumers
Yue Wu, University of Pittsburgh, Katz Graduate School of
Business, Pittsburgh, PA, 15260, United States, Tansev Geylani

In today’s business world, firms often claim that their products are superior, but
product statements may not be truthful. Knowing firms’ potential dishonesty,
consumers are skeptical about these possibly false statements and may verify
them. To protect consumers, regulators can penalize firms who deceive
consumers. In response to consumers and regulators, firms have incentives to
make their false claims deceptive, so that others find it hard to verity. In this
paper, we develop a game theoretical model to study the interaction between
dishonest firms, skeptical consumers, and regulations. We show that increasing
the penalty for false statements can surprisingly reduce consumer surplus, firm
profits, and social welfare. The reduction in welfare is because raising the penalty
can incentivize higher spending on deceptiveness, which hinders consumers from
investigating potentially false claims. The lack of information makes it difficult for
consumers to identify product quality, thus leading to lower welfare.
Furthermore, when it is costless for regulators to adjust the penalty, we find the
optimal penalty that maximizes both consumer surplus and welfare. This optimal
penalty is the minimum penalty that ensures truthful claims, and it increases with
firms” quality difference and the probability that consumers encounter a high-
quality firm.
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Chair: Yiting Deng, University College London, London, E14 5AA,
United Kingdom

1 - Visibility in Organic Search Results and Shareholder Value
Gabriela Alves Werb, Goethe University Frankfurt,
Frankfurt am Main, Germany

Organic search already represents the most important source of online traffic for
firms in several industries. Despite anecdotal evidence in the popular press
suggesting a link between visibility in organic search and shareholder value, there
is to date no hard evidence of the long-term value of a firm’s visibility in organic
search for its shareholders. Against this background, this study: (1) provides a
conceptual framework to understand how a firm'’s visibility in organic search may
affect shareholder value, (2) empirically investigates the hypothesized effect by
analyzing 7 years of weekly data on 50 U.S. publicly listed firms and (3)
investigates the moderating role of firm and market characteristics. The results
indicate that an increase in a firm’s visibility in organic search positively affects
shareholder value after including finance fundamentals and controlling for firm-
specific risk factors, market-wide and industry-specific shocks. On average, a 1%
improvement in a firm’s visibility in organic search results is associated with a
0.01% increase in shareholder value. For a typical firm in the analyzed sample, a
1% improvement in visibility in organic search translates into approximately $5.7
million more returns for shareholders in the long-term. These findings can assist
marketing managers to put a dollar value on investments in Search Engine
Optimization (SEO). For investors, these findings suggest that all else being equal,
they should rate downward the stocks of firms that are affected by visibility losses
in organic search.

2 - The Last Mile Matters: Impact of Dockless Bike Sharingon
Subway Housing Price Premium
Junhong Chu, National University of Singapore, Singapore,
Yige Duan

Dockless bike sharing provides a convenient and affordable means of transport for
urban residents. It solves the “last-mile problem,” and reduces the travel cost
between home and subway. It renders subway more accessible for people living
distant from subway stations, so they no longer need to pay a premium for living
near a subway station. Using resale apartment data in 10 major cities in China
and a difference-in-differences approach, we find that the entry of dockless bike
sharing reduces the housing price premium by about one-third. The effect is
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equivalent to a reduction of 2,334~2,623 CNY (348~391 USD) in commuting
costs per household per annum over 30 years. Parallel pre-trend tests and entry
exogeneity analysis establish a causal relationship between the entry of bike
sharing and the reduction in premium. The effect is robust to the selection of
samples, measures of distance, and competing explanations. It varies substantially
across apartments, communities, and cities, and is driven by a relative rise in
listing prices of, and a relative increase in demand for, apartments distant from
vis-a-vis proximate to subway stations.

3 - Consumer Social Adaptation and Dynamic Firm
Product Strategies
Jane Gu, Associate Professor of Marketing, University of
Connecticut, Storrs, CT, United States, Ning Nan

Immersed in digitalized social communication, today’s consumers seek advice
from their social network connections to aid purchase decisions, and also adapt
how they listen to social advice over time to enhance decision quality. Our study
examines how consumer listening of such adaptive individualized social signals
induces dynamic market responses to a firm’s sequential new product launches
and affects the firm’s optimal dynamic product strategies in a market
characterized by heterogeneous consumer preferences. We find that such social
listening leads to sub-optimal consumer purchase decisions, or the “individualized
social signal bias,” which consequently impairs the firm’s market payoff. The
negative impact of the “individualized social signal bias” exacerbates when the
consumer market exhibits a lower social connection density or a higher social
connection irregularity. Second, when consumers adapt how they listen to social
advice during sequential product launches, the “individualized social signal bias”
is alleviated. Interestingly, this remedial effect motivates the firm to switch to a
more specialized product strategy that caters more to the tastes of some
consumers at the cost of lowering fit probability with others. Lastly, we develop a
novel index, Social Signal Entropy (SSE) to measure the “individualized social
signal bias,” and demonstrate that SSE’s dynamic trend associated with a firm’s
past product launches can effectively guide the firm’s future strategy adaptation.

4 - Promotions and Online Reviews
Yiting Deng, University College-London, London,
United Kingdom, Anja Lambrecht, Yongdong Liu

Price promotion increase sales, at least in the short term but the etfect of price
promotion on consumers’ product evaluation is not well understood. We focus on
the market for mobile apps, a category where price variation, including
discounting to a zero price is common. We ask how price discounts affect the
evaluation in reviews posted subsequently online. Our results suggest that price
promotions lead to a lower product rating. This effect is especially pronounced for
price promotions to zero. In line with these results, price increases lead to more
positive product evaluations. We provide evidence suggesting that higher prices
lead to a better match of a product to consumers’ tastes.
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Chair: Felix Eggers, University of Groningen, Nettelbosje 2, Groningen,
9747 AE, Netherlands

1 - Media Response to Social Media Sentiment: The Case of the
National Anthem Protests
Wenche Wang, Assistant Professor, University of Michigan,
Ann Arbor, MJ, United States, Stacy-Lynn Sant

Frames are organizing themes in the news media which are used by audiences
along with their internally coherent interpretive schemas, to better understand
social issues and in turn, influence public opinion. While media frames can
influence public opinions, the decision of framing by the media is also affected by
the public’s attitude due to the nature of protit maximization. Using a contentious
issue in sport - the National anthem protests, this paper examines how news
media is affected by the opinions and attitudes of the public. We analyse data
sourced from the news media’s official Instagram accounts, as well as interactions
on these posts including comments and likes. We perform a sentiment analysis to
test whether news medias’ social media posts and the responses by the general
public share a similar sentiment and how this sentiment may have changed over
time. We conduct a topic analysis on the news media’s Instagram posts and
examine how the topic of the posts may have evolved in response to the public
opinion. While the ease of access to information, particularly through social
media, may alleviate information asymmetry, it also creates opportunities for the
news media to quickly assess the public narrative and therefore shift, or even
completely change the issue’s narrative. The transparency of public opinion due
to social media may lead to a rapid deviation in the report of the original story
and result in a higher degree of media bias.
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2 - Investigating Consumers’ Engagement on Social Media Platforms
using Image and Text Mining: Evidence from Facebook and
Twitter

Iman Ahmadi, Warwick Business School (WBS), Coventry,
United Kingdom

Today, most social media platforms provide firms with the capacity of generating
multimedia content (i.e., broadly textual and visual content), allowing firms to
engage with their customers. While previous research recognizes the importance
of visual content of firm’s posts (i.e., images, videos) on consumers’ engagement
(e.g., comments, shares, retweets, likes), they almost exclusively focus on textual
content. The authors develop a conceptual framework allowing for the holistic
examination of the relationship of the composition of the textual and visual
content of the firm’s posts and the degree of consumers” engagement. Using their
conceptual framework, the authors conduct a study covering more than 67,000
and 77,000 posts of around two-thirds of members of S&P 500 on Facebook and
Twitter, respectively. The authors find that, depending on the type of the social
media platform (i.e., Facebook or Twitter), the following components of the firm’s
multimedia content are associated with different (sometimes opposite) degree of
consumers’ engagement: (i) textual content encompassing information on the
length, polarity, readability, questioning, and degree that the text is informative or
emotional (i.e., product or non-product related words, respectively) and (ii) visual
content encompassing information on the presence of human faces, facial
emotions, text on the image, and the degree present non-human objects are of
informative (e.g., brand, product, logo) or emotional (e.g., sky, tree, girl) nature.
The authors conclude that firms must not only consider components of their
textual and visual content but also type of social media platform when
communicating with consumers.

3 - Owned Social Media Advertising: Brand Purchase and
Spillover Effects
Hualu Zheng, University of Connecticut, Storrs, CT, United States,
Lu Huang

Spillover occurs if advertising one brand affects the performance of another
brand. This study examines the spillover effects of TV and owned social media
(OSM) advertising in the U.S. soft drink industry. OSM refers to firm-owned
brand pages on networking sites such as Facebook. Using a random coefficients
logit model, we investigate within a brand portfolio, 1) how one brand’s OSM
advertising spills over to other brands, 2) how OSM advertising spillover differs
from the spillover in TV advertising, and 3) how OSM and TV advertising jointly
influence consumer purchase. Companies often manage individual brand pages in
their OSM to yield optimal marketing outcomes for their entire brand portfolio.
Therefore, the knowledge of how spillover operates among one company’s brand
pages is of great interest to brand managers in maximizing the profit of the brand
family. Our results suggest that advertising one brand on TV increases sales of
other brands in the family, while one brand’s OSM advertising restrains other
brands” demand. The negative spillover of OSM may limit the overall
effectiveness of OSM advertising on the sales of the entire portfolio, whereas, due
to the positive spillover, the combined effects of TV advertising may exceed the
sum of the effects of individual brands’ TV advertising. We also find that
combining TV and OSM advertising leads to nonlinear effects on brand purchase.
This study provides important managerial implications to marketers on setting
budgets toward TV and OSM advertising, allocating OSM resources within a
brand portfolio, and developing OSM competition strategies.

4 - Are Online Public Shamers Vicious or Caring? How Moral
Considerations Shape Participation in Online Public Shaming
Chen Pundak, Tel Aviv University, Tel Aviv, Israel, Yael Steinhart,
Jacob Goldenberg

Public shaming is defined as informally punishing individuals who have deviated
socially, by informing the public about their conduct in a manner that expresses
disapproval. While public shaming has long been a tool of justice and education,
its embrace by the digital world enable users to easily and effectively spread
information about the misconduct on each person or organization. But what
causes people to participate in online public shaming campaigns against alleged
wrongdoers? Such decisions may create an ethical dilemma because of its dual
outcome: Online shaming campaign may encourage wrongdoers to amend their
behavior, as well as encourage other people who were exposed to the shaming
post to avoid engaging in similar actions. Thus, by participating in online
shaming, an individual might contribute to the prevention of future offenses
(such as sexual harassment or discriminatory customer service). Yet, these
positive consequences may be accompanied by negative ones for the wrongdoer
being shamed. In particular, public shaming may violate the wrongdoer’s privacy
and dignity, through exposure of personal details. A preliminary study confirmed
the assumption that users acknowledge both positive (preventing similar cases
and educating others) and negative (causing harm to the wrongdoer) sides of
sharing shaming information. It further showed that users” evaluations of these
consequences vary according to the level of wrongdoer identifiability. We suggest
an individual’s moral compass, the drive to distinguish right from wrong, shapes
the participation decision - in which campaign to participate. Four studies show
that individuals with a strong moral compass are more likely participate in online
public shaming campaigns than those with a weak moral compass, but only when
the wrongdoer’s identifiability is low. Notably, the effect is attenuated when
multiple individuals are targeted for shaming, rather than a single wrongdoer.
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5 - The Impact of Social Media Usage on Productivity and
Well-being: Evidence from a Randomized Controlled Trial
Felix Eggers, University of Groningen, Groningen, Netherlands,
Avinash Collis

Recent research has shown that social media services, e.g., Facebook, Instagram,
or Snapchat, create large consumer surplus. Despite their positive impact on
(economic) welfare, researchers increasingly raise concerns about negative
externalities associated with social media usage such as addiction, loss in
productivity, fear of missing out, and depression. However, causal empirical
evidence is still scarce. To address this research gap, we conduct a randomized
controlled trial among students of a large European university in which we track
participants” digital activities with a dedicated software. The software
continuously measures how much time these students spend on various
programs, apps, and websites. We conduct the experiment over the course of
three terms (quarters) of an academic year. The first term serves as a calibration
phase to obtain a baseline. In the second term we randomly allocate half of the
sample to a condition in which social media usage is limited to a maximum of 10
minutes per day via the software. The third term serves to observe post-treatment
effects, for example, if students in the treatment group continue to use social
media less. After each term we measure participants” well-being and academic
performance. Social networks receive a major part of all digital advertising
spending. Understanding better how consumers use these services and are
affected by them is therefore not only of academic and societal but also
managerial interest.
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Chair: Christian Colot, Universite de Namur, Namur, Belgium

1 - The Effect of Store Flyer Characteristics on Sales:
A Big Data-based Approach
Cristian Rizzo, University of Salento, Lecce, Italy,
Alessandro Maria Peluso, Fabrizio Durante, Gianluigi Guido

Store flyers represent a widespread means through which retailers communicate
their offerings. However, the understanding of the characteristics of a flyer that
contribute to its effectiveness is limited, particularly at a brand level. Grounded on
Big-data methods, we propose a new analytical procedure for the analyses of
store flyers that is useful when the number of characteristics (d) exceeds the
number of sampled flyers (n). The procedure unfolds in three steps: (1) a LASSO
regression, which allows shrinking the number of flyer characteristics to a more
approachable set of variables; (2) best subset selection, which identifies the best
possible combinations of those variables; and (3) regression analyses, which
estimate the effects of the resulting variables on sales. The procedure accounted
for more than 70% of variability in the focal brand’s sales, thus attesting its
superiority over traditional methods applied in previous studies. We also validate
these findings by comparing our results with those obtained with forward and
backward regressions, two widely applied statistical methods typically used to
analyze data with a large number of predictors. This research has a two-fold
contribution. On the theoretical and managerial side, it is the first study to
examine the effects of a wide range of flyer characteristics on a single brand’s
sales. This has implications for both manufacturers and retailers interested
designing and composing flyers able to maximize brand/store sales. On the
methodological side, the proposed procedure allows the simultaneous analysis of
substantially larger sets of flyer characteristics without incurring in overfitting.

2 - Who complains about what? Variational Autoencoders and Infinite
Edge Partition Models for Text Modeling
Hyunsang Son, The University of Texas at Austin, Austin, TX,
United States, Mark Yi-Cheon Yim

Service firms spend enormous resources to alleviate customers complains by
providing a variety of types of compensation. However, managers may overlook
many features that might influence a customers’ reaction to a firm’s response to
such complaints. In this study, we tested several different text modeling methods,
including Latent Dirichlet Allocation (LDA) and Variational Autoencoders (VAE),
with appropriate decoders, such as Long Short-term memory (LSTM), which is
better on generative text modeling, to analyze more than 300,000 customer-
complaint text data in the finical service sector conditioned on sentiment level. As
a starting point, we modeled several features, including topics of the complaints,
the types of compensation that the company provided, response time, product
type, and issues to predict whether customers were disputed about firms’ offer or
not. By simultaneously modeling several features, this research provides an in-
depth knowledge for customer-relationship management literature.
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3 - Structuring Deep-Learning-Model by Applying Consumer-
Information-Processing Theories
Akihiro Inoue, Professor, Keio University, Yokohama-City, Japan,
Keiichiro Asaoka

Deep Learning Model (DLM) becomes popular in marketing academia and
practices. However, one criticism about DLM is the lack of the structure, that in
turn leads to the difficulty in interpretation. In this research, we applied the two
theories of consumer information processing, that is, the Elaboration Likelihood
Model (ELM) and the compensatory heuristics. We collected the car data from a
product-comparison site in Japan. We developed the two datasets, that is, one for
peripheral processing and the other of central processing. Based on the ELM, the
peripheral processing data contains peripheral attributes, such as image and
review by others. The central processing data contains central attributes, such as
power, size, cost, and comfortability. Then, we developed the two DLMs, that is,
the peripheral processing DLM and the central processing DLM. As to the
peripheral processing DLM where we assume the information processing is
narrow and shallow, we developed the two-hidden-layer DLM accompanying
convolutional and LSTM algorithms with three-output so as to predict the
preference. As to the central processing DLM where we assume the information
processing is wide and deep, we developed the six-hidden-layer DLM with five-
output so as to predict the preference. We applied the peripheral processing DLM
to both peripheral processing data and central processing data, and similarly
applied the central processing DLM to the both datasets. We have found the
smaller MSE for the application of the peripheral processing DLM to the
peripheral processing data than to the central processing data, and similarly
smaller MSE for the application of the central processing DLM to central
processing data than to the peripheral processing data. Thus, we confirmed the
appropriateness of our structuring in DLM. Also, we extended the DLMs so as to
represent the compensatory heuristics, using the Lambda layer. We identified a
best model for the peripheral processing DLM and a best model for the central
processing DLM based upon the MSEs. We show the details in our presentation.

4 - A Deep Learning Approach to Quantify Sequence Similarities of
Historical Customer Data
Stefan Vamosi, Research and Teaching Associate, Vienna
University of Economics and Business, Vienna, Austria

The digital economy evolves with a growing amount of sequential marketing data
including online browsing histories, location-based trajectories or sequential
consumption patterns reflected in music or video streams. Marketing analysts aim
at utilizing this kind of data to derive behavioral-based segments and for
subsequent targeting of users. However, detecting similarities and measuring
distances between sequences pose a number of challenging problems. In
particular, in the case of excessively high-dimensional data (i.e., if the numbers of
alternatives are high) and increasingly long sequences, traditional similarity-based
approaches to time series clustering or sequence alignment algorithms have their
known weaknesses and limitations. We present a generic solution to the problem
of quantifying similarities in a high-dimensional, dynamic feature space based on
a deep neural network approach. Our proposed framework combines recurrent
neural network architectures, which are well established in the field of natural
language processing, with a specific type of error propagation procedure used in
image recognition. Every sequence (e.g., of customer actions) applied on the
trained model is translated into a high dimensional vector, which summarizes
significant properties (e.g., order, context, embedding, appearance) and serves for
deriving distances between sequences. Based on the resulting vector space
representations, any standard clustering technique can be applied to segment
customers. We demonstrate the newly developed method using internet browsing
behavior data and validate the classification performance by matching randomly
drawn sequences to the correct original user. Furthermore, we illustrate that the
proposed framework allows to track the evolution of customers through the
clustered vector space.

5 - From Calls to Cross-industry Customer Insights:
The Value of Network- and Personality-based Metrics
Christian Colot, Universite de Namur, Namur, Belgium,
Philippe Baecke, Isabelle Linden

The digital revolution has led to unprecedented opportunities for collaboration
between industries. One of these opportunities lies in data sharing. In this
context, telecom data in particular can become a valuable data source. This study
elaborates on a framework that includes different types of features that can be
extracted from telecom data. More specifically, telecom data offer the opportunity
to create not only network-related variables, but also variables about the mobile
behaviour of the user that could be relevant proxies for the consumer’s
personality. Using data from two European telecom companies, we show the
value of telecom data for improving the prospect selection processes of 36
businesses. We found that Personality Proxy variables are useful to support
smaller niche businesses. For these businesses these variables are predominant
and easy to operationalise. Alternatively, network analysis-based variables have
the potential to be more beneficial to large companies since the value of network
analysis continuously increase with the number of third-party business clients
identified. However, to capture this value, companies should make strategic
investments as these variables require a closer collaboration, not only with the
telecom company, but also with the customer to comply with new data protection
regulations.
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Netherlands

1 - Satisfaction Surveys or Online Sentiment: Which One Best
Predicts Firm Performance?
Evert de Haan, Goethe University Frankfurt, Frankfurt, Germany

From research in the last couple of decades we know that customer satisfaction is
an important driver and predictor of future firm performance. Collecting survey
data, like customer satisfaction, provides the advantage of having control over
aspects such as what and when to measure, the time interval between
measurements, and the amount of observations, while it also provides possibilities
to improve representativeness of the sample. Nowadays it becomes also easier to
collect customer opinions without the use of surveys, e.g. by listening and
collecting data on electronic word-of-mouth (eWOM). This data has the
advantage over surveys that it is free to collect, it are actual outspoken opinions,
and the potential insights which can be extracted are not restricted by the design
of the survey. On the other hand the researcher has no control over the amount
of data, about what the consumers provide insights, and the consumers that
engage in eWOM might be far from representative. In this study we investigate
how traditional customer satisfaction performs compared to eWOM in predicting
current and future firm performance. For this we have customer satisfaction data
from the American Customer Satisfaction Index, eWOM sentiment data by
scrapping and analyzing over 8.5 million firm specific Tweets, and financial
performance data from 46 firms across 8 years. We find, in line with earlier
studies, that customer satisfaction is a good predictor of a firm’s future
performance. Online sentiment is however a good alternative, and depending on
the outcome variable of interest can even outperform customer satisfaction.
Combining both customer satisfaction as well as online sentiment does however
yield the best predictions of future firm performance. We therefore recommend
firms and other stakeholders to monitor both data sources to track the status of
the customer base and the firm’s image, given each data source provides
incremental value.

2 - The Moderating Role of Customer Centricity on the Dysfunctional
Effect of Mergers and Acquisition on Customer Satisfaction
S. Cem Bahadir, University of North Carolina at Greensboro,
Greensboro, NC, United States, Nita Umashankar,
Sundar G. Bharadwaj

Merger and Acquisition (M&A) activity is booming and shows no sign of slowing
down. This is despite the fact that many M&As underperform. Past work has
attributed the poor performance of M&As to a myriad of financial and integration
issues. Despite customers being directly impacted by a multitude of post-M&A
changes, little is known how customers react to a newly merged entity?
Anecdotal evidence and findings from the literature conflict in terms of whether
such corporate transformations please or displease customers. The authors use a
difference-in-difference analysis of M&As spanning dozens of industries to find
that M&As activity decreases customer satisfaction (an important driver of firm
value). This is concerning given that a principal motivation for M&As is customer
growth, and yet M&A activity might be triggering the exact opposite by causing
customer attrition due to dissatisfaction. Still, some firms fare better than others
at dissatisfying customers less. The authors show that acquirers that are customer-
centric (i.e., those that emphasize marketing activities and customer service and
are structured around customers (vs. products)) are less susceptible to a decline in
satisfaction. Overall, the findings of this work have direct implications for senior
executives considering M&As and M&A-integration consultants.

3 - Customer and Employee Satisfaction Effects on Cross-buying
Albert Valenti, Assistant Professor, IESE Business School,
Barcelona, Spain, Gokhan Yildirim, Shuba Srinivasan

In the retail industry, where customers interact with employees during the
purchase process, the satisfaction of both stakeholders plays an important role in
determining customer spending. The service-profit chain framework states that
employee satisfaction (ES) influences customer spending through customer
satisfaction (CS), leading one to expect that CS and ES do not have simultaneous
effects on customer spending. We jointly model the effects of CS and ES on cross-
buying probability, controlling for customer heterogeneity and time effects, and
accounting for nonlinearity and asymmetries. Moreover, we examine whether
the effects of CS and ES on cross-buying are non-monotonic. We employ panel
datasets on transactions and satisfaction at individual customer level and
employee satisfaction at store level of a leading car rental company. Our results
show that CS and ES have simultaneous effects on cross-buying. However, the
relationship is concave non-monotonic. For low satisfaction levels, an increase in
satisfaction leads to higher cross-buying; while for high satisfaction, an increase
leads to lower cross-buying.
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4 - Factors of Satisfaction to Use Sharing Economy Service
Da Yeon Kim, PhD Student, Korea University, Seoul, Korea,
Republic of, Sang Yong Kim

The sharing economy, which is an economic model defined as a peer-to-peer
(P2P) based activity to share goods or services is growing so quickly in light of the
expansion of the Internet. In particular, the development of the Internet platform
has helped to increase the size of sharing economy market by reducing the
transaction cost between the peer and the peer and enhancing the convenience of
the transaction. This system (i.e., sharing economy) has allowed people may use
resources instead of owning. In the sharing economy environment, the consumer
pays for assets or services by consumption rather than own assets permanently.
For this reason, transactions in the sharing economy market have characteristics
that are distinctly different from transactions in a traditional market where
consumption means acquiring ownership. In our paper, we explore, via a
quantitative model, why a customer might be satistied after using the sharing
economy service. In order to find the factors of customer satisfaction, we consider
the characteristics of sharing economy market. Also, we use not only structured
data (e.g., price, quality, etc.) but unstructured data, which is a customer-
generated review after using the service. Our findings and modeling efforts should
be of interest to p2p service platform practitioners, service providers, and scholars
interested in the transaction in sharing economy industries.

5 - Customer Satisfaction Underappreciation
Ming-Hui Huang, Distinguished Professor, National Taiwan
University, Taipei, Taiwan, Michael Trusov

Customer satisfaction contributes to firm financial performance, but does it
contribute to top executives’ pay? Our empirical evidence shows that it may not
be the case. Customer-satisfying executives tend to have lower pay than their
productive peers, even if both satisfaction and productivity strategies contribute to
firm financial performance. Thus, customer satisfaction is underappreciated,
which may result in both less societal welfare and also worse company
performance. We propose a board myopia mechanism to account for this
phenomenon. In facing short-term financial performance pressure from investors
and the asymmetric information availability between accounting-based and
market-based assets for compensation decisions, the board of directors may be
myopic, underappreciating executives who invest in market-based assets such as
customer satisfaction that drive long-term returns. We examine this satisfaction
underappreciation phenomenon empirically using 23 years of panel data that
detail firm productivity, customer satisfaction, firm financial performance, and
executive compensation. The longitudinal data are analyzed using fixed-effect
panel models and a simultaneous system of panel vector autoregression equations
augmented with interactions to assess the direct effect of firm financial
performance and its carryover effect to executive compensation across executives
who are productive, customer-satistying, or both. The results confirm that
customer-satisfying executives are underappreciated: being productive is
financially rewarding for both firms and executives, while being customer-
satisfying is financially rewarding for firms but not as much for executives. We
further demonstrate that using total shareholder returns to benchmark firm
financial performance and reward executives with a higher proportion of stock
compensation can encourage a long-term focus that alleviates this customer
underappreciation.
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1 - Exploring Review Topics on Airbnb and Their Impact on
Listing Performance
Jurui Zhang, University of Massachusetts-Boston, Boston, MA,
United States

This study explores reviews on Airbnb and examines the effects of review topics
on Airbnb listing performance. We use over 2 million reviews from more than
60,000 listings posted on the Airbnb platform in U.S. market. Using the latent
Dirichlet allocation method, we identify key topics of consumer reviews on
Airbnb. Then we show that certain review topics can affect a listing’s performance
on Airbnb. These findings have implications for Airbnb hosts and the sharing
economy.

2 - Idea Rejection in Innovation Contests
Mario Schaarschmidt, University of Koblenz-Landau, Koblenz,
Germany, Gianfranco Walsh

Idea contests are a well accepted and cost-efficient approach to tap the creativity
of users that complement own research and development activities. Especially
firms that provide consumer-focused products and services that do not require
substantial technical development are prone to use idea contests. However,
although much research has been devoted to the factors that motivate consumers
to participate in such contests, research that investigates how consumers react in
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case their idea was not accepted is comparatively rare. This research focuses on
idea rejection and investigates customer voice such as positive word of mouth,
negative word of mouth, and silent endurance as potentially affected outcomes.
Across three experimental studies the authors show how rejected ideas may cause
negative emotions and customer voice. Study 1 utilizes a 2x2 between-subject
design to assess face threat and jury vote vs. community vote. Data from 202
MTurk workers were used. Study 2 investigates long term effects by assessing
customer voice directly after being rejected and two weeks later. In round 1, 315
crowdworkers participated in the idea contest to design a chocolate bar. Two
weeks later, 87 of them answered again. Study 3, a field study with a local burger
place and real customers, used two forms of blame attribution as independent
variables. All in all, emotions caused by being rejected seem to not last long.
Negative word of mouth is more strongly affected than positive word of mouth.
Silent endurance seems not to be affected by idea rejection in all of the three
studies. The results are valuable for designing future idea contests, especially for
small and medium sized merchants.

3 - The Moderating Role of Influencer Effect on Product
Innovation Adoption
Beatrice Orlando, Sapienza University of Rome, via del Castro
Laurenziano 9, Rome, Italy, Alessandro De Nisco,
Veronica Scuotto, Manlio Del Giudice

This paper presents a behavioural-based model for product innovation adoption.
Prior studies on the role of influencer on social media poorly explain how such a
presence affects behaviours and the intention to adopt or purchase a new
product. In particular, there are no evidences on what biases occur at either
individual or collective level and how they interplay with perceptions.
Nonetheless, this information has a critical value to explain how information on
social media are processed by individuals and how it impacts herd behaviours.
Building upon theories on information cascades a, current contribution analyses
how individual perceptions and intention to purchase a novel product are
influenced by various types of stimuli on social media. Thus, we extend the
theory by assuming that bandwagon factors moderate the negative effect of the
psychology of sunk costs by affecting individual perceptions and the intention to
adopt/purchase an innovation. A survey was conducted to test model’s
hypotheses on a sample of 150 international students enrolled at the business
management master course in an Italian university. The survey was based on a
semi-experimental protocol: questions were shaped using the technique of
decision gambles. This technique is commonly used to measure individual
preferences under uncertainty. ANOVA and multiple regressions were used to test
statistic moderation. Results of the analysis provide evidence that the presence of
influencers might impact product innovation adoptions indeed, by altering
individual perceptions. The bandwagon effect contrasts the psychology of sunk
costs. This way, it vicariously influences the formation of the purchase intention.
We discover a novel effect, for what individuals in digital environments tend to
assume the goodness of the information conveyed by the influencer, without
controlling its accuracy at all, and not even the identity or the expertise of the
influencer. We name this effect the influencer bias. Beyond the managerial
relevance of the work, it may also help to explain current phenomenon, such as
the diffusion of fake news.

4 - It’s too Late to be Authentic: the Interplay Between Temporal
Distance and Authenticity in Crowdfunding Pitches
Wanxin Wang, Imperial College London, London,
United Kingdom, Ammara Mahmood

Entrepreneurs devote considerable time and effort to their crowdfunding pitches.
In this study we examine the impact of pitch framing on the outcome of
crowdfunding campaigns and their subsequent commercialization. Building on
construal level theory we contend that temporal distance plays a role in venture
evaluation whereby at the venture funding stage investors may prefer abstract
campaigns while at the commercialization stage concrete framing is preferred. We
use text mining to determine the temporal focus of 456 pitches obtained from a
leading equity crowdfunding platform. Our analysis reveals that pitches with high
present-focused framing tend to have poor funding outcomes compared to pitches
that have low present-focused framing. However, authenticity moderates this
effect as high pitch authenticity dilutes such a negative impact. In contrast, at the
commercialization stage, pitches with a concrete framing but low level of
authenticity achieve greater profitability. Further analysis of ventures seeking
multiple funding rounds shows that campaigns that are in higher rounds of
funding (low temporal distance to commercialization) tend to achieve better
funding outcomes when authenticity is emphasized, however, stressing on
authenticity at later stages results in poor funding performance. Insights on
underlying mechanisms are provided through a series of experiments. This study
contributes to the research on crowdfunding by highlighting the importance of
construal for investors, hence providing actionable insights for entrepreneurs
seeking funding for ventures on crowdfunding platforms.
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1 - Historical Memory and Brand Preference
Zemin (Zachary) Zhong, University of Toronto, Toronto, ON,
Canada, Nan Chen

We study how historical memory of war affects current brand preference in the
context of the Chinese automotive market. Our research design exploits two
natural experiments: (i) the Imperial Japanese Army’s Continent Cross-Through
Operation in China in 1944 and (ii) the China-Japan sovereignty conflict over an
island in 2012. We find that after the conflict, sales of Japanese cars dropped
8.5% more in invaded counties than in their neighboring non-invaded counties,
despite having similar pre-trends. The effect persists for more than 24 months. We
find strong evidence that consumers in invaded counties substitute more towards
domestic cars than consumers in non-invaded counties. This invasion-driven
substitution is stronger for more expensive and larger cars. Finally, we test that
protests, ethnic identify, or patriotic education cannot explain the results.

2 - The Unintended Consequence of Tariff Retaliation: Evidence from
the Chinese Automobile Industry
Yanlai Chu, Renmin University of China, Beijing, China,
Junhong Chu

This article is to examine the effect of China’s retaliatory tariff on US imports in
the context of the Chinese automobile industry. Globalization may complicate the
impact of a tariff change. Based on detailed sales data of automobiles in China, we
find that: 1) for the imported automobiles, consumers buy more US brands
compared with others, given similar price trajectory; 2) for domestically produced
automobiles, consumers buy fewer US-brands and switch to other foreign brands,
given no price change. In sum, the US brands suffer a loss in sales at the cost of
the Chinese automobile industry. The findings advocate free trade and suggest a
novel perspective to assess tariff change—an effect beyond price could hurt one
country’s domestic industry.

3 - Brand Awards and the Market Value of Chinese Firms
Min Zhang, Tianjin University, Tianjin, China, Jingjing Lyu,
Qingmei Tan

The promotion of brand value is a crucial part in marketing. We choose winning
brand awards as a proxy to enhance the brand value of firms. Thus, this study can
provide a rational reference whether firms should participate in brand
competitions for marketing. Based on the announcements about winner lists of
Chinese brand awards from 2013 to 2017 with the use of event study, we obtain
the significantly negative abnormal stock returns during the period of brand
awards announcements dates. Adopting the market model to examine the excess
abnormal returns, the cumulative abnormal return is -1.14% during the five day
period (the day before the award announcement day to three days after that day).
To investigate driving factors that may affect abnormal returns, we add some firm
characteristics (e.g., competitive ability, industry type, location of registration) in
the regression model. It shows that the firms located in the eastern region have
stronger negative market reaction. Our study contributes to both research and
practice. Although some studies have proved the positive effect of brands on firm
value with the empirical research, our results based on event study show negative
stock market response in short term following the brand awards announcements.
As many famous brands have experienced crisis events, firms that maintain brand
image by winning brand awards cannot regain the trust of investors. It is our
hope that our finding could help brand managers recognize that just under some
situations the brand competition for marketing may be beneficial for firm value
enhancement.

4 - Branding Vertically Differentiated Products: Branded House or
House of Brands?
Sherif Nasser, Cornell University, Ithaca, NY, United States,
Thomas Junbauer

The decisions whether a multi-product firm markets its goods under a joint or a
separate branding regime and how to price optimally in either scenario are
essential for the firm’s profits and long term success. Prior research on branding
has primarily focused on how jointly branding products in different categories
(i.e, brand extensions) can create or destroy value by means of spillover effects
such as economies of scope, informational asymmetries, brand enhancement
respectively brand dilution or risk. Building on these effects, we study the
problem of a firm selling a line of vertically differentiated products that faces the
decision whether to sell its products under a joint or separate brands. This allows
us to focus on optimal branding and pricing decisions as a function of industry
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and product line characteristics such as spillover effects, minimal output levels
that generate spillover, the tradeoff between the products, the presence of
competition, and branding costs. Our findings suggest that firms opt to brand
jointly for either of two dichotomous and mutually exclusive reasons. Under
small brand spillover effects, firms may choose a single brand to forego the cost of
erecting a second one. In contrast, with substantial brand spillover effects, the
firm chooses to forego profits of its premium product to market its enhanced
lower-tier alternative as a mass market product even if erecting a second brand is
free. We find that firms are more likely to jointly brand in the presence of
competition as joint branding acts as a buffer endowing firms with additional
power to differentiate from their rivals. In some of these scenarios firms may
optimally choose to operate a halo product at a loss to boost consumption of its
lower-tier product. Finally, our results provide a justification for the presence of
hybrid branding approaches.
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1 - The Long-term Financial Impact of Political and
Consumer Boycotts
Nima Jalali, University of North Carolina-Charlotte, Charlotte, NC,
United States, Seyedreza Mousavi, Jennifer Ames Stuart,
Charles Bodkin

Boycott of different types became increasingly frequent over the past few years.
Consumers can share their voice to firm’s actions through social media and call
for boycotts almost instantaneously. These reactions on social media lead to many
consumer and political boycott instances. While the literature has studied the
immediate role of boycotts on firms’ financial performance, little is known about
the long-term impact of such boycotts. Hence, we aim to extend this literature by
studying the long-term impact of consumer boycotts. Specifically, by considering a
few recent consumer and political instances, and by employing the synthetic
control approach, we construct a synthetic control for the boycotted firms prior to
the boycott event, and investigate the gap between the stock price of the focal
firm and its synthetic control. Our results suggest that the impact of social media
inspired boycotts might be longer than previously known. We also examine the
validity of our findings through a variety of robustness checks.

2 - Collective Layoffs and Marketing Effectiveness:
The Effect of Collective Layoff Announcements on
Advertising and Price Elasticities
Vardit Landsman, Eramus University and Tel-Aviv University,
Rotterdam, Netherlands

Collective layoffs frequently occur in Western economies. This paper examines to
what extent collective layoffs affect marketing mix responsiveness to advertising
and pricing. It also examines whether two layoff characteristics moderate such
effects: the motive the firm provides for the layoffs, and brand identity (domestic
or foreign). We econometrically analyze 205 collective layoff announcements
from the automotive industry between 2000 and 2015. We find that advertising
elasticity decreases following layoff announcements. Price sensitivity increases yet
only following layoff announcements with specific characteristics. Layoff
characteristics moderate the effect of layoff announcements on both advertising
and price elasticity. We find that layoff firms spend less on advertising in the year
following a layoff announcement than they would absent the announcement and
that sales of layoff brands in that year are, on average, 11% lower than their
predicted level absent the announcement. These findings are relevant to
marketing managers of firms undergoing collective layoffs and to analysts of
collective layoff decisions.

3 - Does Country-of-Origin Marketing Matter?
Xinyao Kong, The University of Chicago Booth School of Business,
Chicago, IL, United States, Anita Rao

Firms often display product information on their front-of-package labels even
when such disclosure is not legally required, with some firms go as far as making
deceptive claims. This paper takes “Made-in-USA” claims as an example and
studies the impact of country-of-origin information on consumer demand. First,
we leverage the Federal Trade Commission’s investigation on and manufacturer’s
subsequent removal of deceptive “Made-in-USA” claims of four brands for
exogenous variations in country-of-origin claims. Using a panel dataset of
household purchases and store sales, we measure the impact of “Made-in-USA”
claims removal on consumer demand. Next, we conduct field experiments on
eBay over a three-month period, where we vary whether a product is advertised
as “Made-in-USA” or not. These experiments enable us to recover consumer’s
willingness to pay for the country-of-origin feature. The experiments alongside
with observational data allow us to rationalize firms’ incentives in making
country-of-origin disclosures.
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4 - Does Ad Content Affect Self-brand Connection in Tight Cultures?
Ulun Akturan, Professor, Galatasaray University, Istanbul, Turkey

Self-brand connection refers to “the extent to which a consumer has incorporated
a brand into his or her self-concept” (Escalas and Bettman, 2003 p. 339).
Consumers use brands as a tool to create and represent their self-images in order
to achieve their identity goals. Strong self-brand connection indicates high levels
of attachment to the brand. While there is a weak self-brand connection,
consumers are less likely to feel attached to the brand since they do not see the
brand as a mirror image of themselves. The aim of this research is to explore how
self-brand connection is affected by ad content in tight cultures. Cultural tightness
and looseness was first conceptualized during 1960s (Pelto, 1968), and developed
theoretically since then. Tight cultures are more homogeneous as a result of more
explicit and enforced norms. On the other hand, loose cultures are more
heterogeneous and more tolerant of the deviant behavior. In tight cultures,
individuals do not “solely monitor their own behavior but also pay increased
attention to others’ actions”, and they have no or little tolerance for deviant
behavior. Therefore, in this study it was assumed that consumers in tighter
cultures would develop a negative attitude not only towards ads with deviant
behavior but also to the brands, which airs that kind of ad content. This study is
executed in a tight culture, Turkey. Two studies were conducted, one was
including a high image brand and the other one was including a low image brand.
The non-student sample was employed, and within-subjects factorial design was
used in both of the studies. Deviancy was manipulated by using a heterosexual
couple vs. gay couple. Surprisingly, it was found that self-brand connection for
low image brands is negatively affected by an ad including a deviant behavior
while there is not a significant impact for high image brand. One possible
explanation may be that, for high image brand, self-brand connection depends
upon not only the ad content but also some other factors. While, for the low
image brand, the self-brand connection can be easily damaged by ad content.
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1 - Category Expansion through Cross-Channel Demand Spillovers
Umut A. Guler, Koc University, Istanbul, Turkey, A. Yesim Orhun

Do branded retail stores help to promote the relevant product category as a
whole? Based on the expansion of the Starbucks chain in US counties, this study
documents such a demand spillover across-channels and across-firms, with the
firm’s branded stores positively affecting the sales of same-category products (i.e.
ground coffee) in grocery retail channels. To establish the causality of our results,
we use panel data and instrumental variables methods that exploit a supply-side
factor in store expansion, i.e., its facilitation by the chain’s presence in neighbor
counties. We find that, on average, the presence of a Starbucks store stimulates a
1.64% increase in the county-level dollar sales of other-brand gro