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Pricing and product information provision strategies considering customer re-
turns

SUN Li-yuan"*, YANG Hui'* |, SUN Fei'

1. School of Economics and Management, Nanjing University of Science and Technology, Nanjing 210094,
China;

2. College of Economics and Management, Qingdao University of Science and Technology, Qingdao 266061, China

Abstract: A supply chain in which a manufacturer sells a product through an online platform is considered to
investigate the impacts of the manufacturer’ s pricing strategy and the platform’ s product information provision
strategy on customer’ s purchasing and product return behaviors due to fit uncertainty. How the platform
should choose product information provision strategy and information accuracy is examined, and how the manu-
facturer should choose its pricing strategy and selling price is explored. It is found that information provision
can reduce product return rate if both price and information accuracy are sufficiently high, at the expense of a
possible decrease in demand. The manufacturer and the platform have three strategy profiles; A low price set
by the manufacturer to mitigate returns that induces the platform to choose a low information accuracy to in-
crease demand, a high price set by the manufacturer that induces the platform to disclose full product informa-
tion to mitigate the customer’ s fit uncertainty, and a moderate price set by the manufacturer to control returns
rate that induces the platform to decrease information accuracy and increase demand. The conditions under
which each of the three strategy profiles can dominate are identified. The impacts of the customer’ s unit misfit
cost and the salvage value of a returned product on the manufacturer’ s equilibrium price and the platform’ s
information accuracy are also discussed.

Key words: platform supply chain; customer returns; product information provision; pricing; game



