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Can “Consumer Protection Plans” Really Protect Consumers? A Game Theoretical Analysis

LI Ling-fang, XU Si-yuan
( Shanghai University of Economics and Finance, Shanghai 200433, China)

Abstract: The e-commerce market in China is promising but suffers the “lemon market” problem. It is important to win consumers’
trust in China because local consumers prefer to pay cash after receiving products. To solve the trust and trust-worthiness problem in
online markets, many B2B, B2C, and C2C markets provide “consumer protection plan” to reduce fraudulent transactions. In this
paper, we provide a theoretical analysis of the * consumer protection plan” and show that the plan may not necessarily work as desired.
Under certain conditions, the low quality seller can take advantage of the current plan. The lower quality seller can pretend to be a high
quality seller by choosing the protection plan and then take advantage of buyers to gain more profits. We also provide suggestions on
how to improve the plan, such as relating the amount of caution money to the frequency of complaints.

The first session of this paper is introduction. It points out the unique problem of trust and trust-worthiness in Chinese on-line
market. Consumers always have doubts on online sellers. Many papers have shown that honesty is the most important factor that affects
transfer quantity. In order to build up consumers’ confidence in online market, e-commerce markets carry out the “ consumer protection
plan” which intends to help high quality sellers send signals to consumers. However, this plan may not necessarily work. So whether
this mechanism is efficient needs further study.
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In the second session, we build a game theoretical model based on the “consumer protection plans”. This study uses Taobao’s
plan as an example. The critical part of this plan is that the seller deposits and arbitrates consumers’ complaints. Although consumers
have the right to return items for free, who pays for shipping depends on Taobao’s arbitration. Therefore, the result of the arbitration
will affect the efficiency of the plan. .

In the third session, we solve the Perfect Bayesian Equilibrium of the signal model. In theory, the current mechanism should be
efficient to some extent. Consumers cannot tell whether a seller is high quality or low quality if the seller does not join the plan. Those
customers who join the “consumer protection plan” must be high quality ones. Theoretically the plan should work, but in reality it has
problems as discussed in the next session.

In the fourth session, we point out current mechanism’s problems. If product quality cannot be distinguished immediately, the low
quality seller has incentive to pretend to be a high quality seller and take advantage of buyers. So the plan may not work as desired.

In the last session, we give some suggestions on how to improve the current plans. Merely requiring every seller to increase their
caution money is unfair. Instead, we suggest the cheating cost be increased by connecting the amount of seller deposit to the frequency

of complaints.

Key words: e-commerce; consumer protection plans; seller deposit; signaling game
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and the ranking comparison methods of interval-valued intuitionistic uncertain linguistic variables. We further develop an interval-
valued intuitionistic uncertain linguistic weighted arithmetic average operator and an interval-valued intuitionistic uncertain linguistic
ordered weighted average operator. Furthermore, some desirable properties of these'i(;pbrators, such as commutativity, idempotency and
monotonicity, have been studied, and the position weight determining methods are given. An interval-valued intuitionistic uncertain
linguistic hybrid average operator generalizes both the interval-valued intuitionistic uncertain linguistic ordered weighted average
operator and the ordered weighted average operator.

Secondly, with respect to multiple attribute group decision making ( MAGDM ) problems attribute weight is known that attribute
values take the form of interval-valued intuitionistic uncertain linguistic variables. Some new group decision making analysis methods
are developed based on these operators, and specific decision-making steps are given. In addition, an example is given to illustrate the
decision-making process, verify the developed approaches and demonstrate their practicality and effectiveness.

Finally, the findings of this paper can help enrich the current fuzzy decision theory and methods, and provide an effective way to
solve multi-attribute decision-making problems based on interval intuitionistic uncertain linguistic variables.

Key words : interval-valued intuitionistic uncertain linguistic number; aggregation operator; group decision making

FXMER: A ;X AR :Charlie C. Chen

— 109 —



