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Abstract

Inthischapter weattempt to build a bridge between mobile commerceand
the emerging field of behavioral economics. We first provide examples
from mobile commer ce and link them to behavioral economics. We then
build astylized model to assesstheimpact of hyperbolic discounting onthe
profit-maximizing behavior of a monopolist firm. We find that the
monopolist makes lower profits compared to exponential discounting
consumers for low levels of (positive) network externalities. As the
networ k exter nalitiesincrease, first-period pricesincrease, second period
prices decrease and the profitsincrease in equilibrium.
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Shopping isubiquitous. Mallsand individual shopsfacethefirst stage of
expansiontothedigital environment throughfixed wired Internet. Electronic
commerceinitiateshugeinvestmentsand leadsto controversiesaswell as
financial disappoi ntmentssincethemid-1990s. From early 2000 onwardwe
arefacingasecondwaveof digital commercial growth. Wirel esstechnologies
areenablingindividual consumerstoaccessinformationwherever they areand
whenever they want.

Althoughtheuseof mobiledevicesisevolving rapidly, theinvestigation of
mobile consumer behavior islacking. Anincreasing number of electronic
commerceservicesfor mobiledevicescoupled with swift adoptionrateswill
enable mobile operators to provide effective customer services and gain
competitive advantage. However, thiscan only be achieved by analogous
deeper understanding of mobileusers’ behavior.

A tool tounderstand theconsumer behavior within mobilecontext comesfrom
thefield of economics. Neoclassical economicsapproachestheindividual asa
rational decision maker faced with a series of consumption choices. The
corresponding model of human behavioriscalled* Homoeconomicus,” who
isendowed with perfect rationality, self-interest, and knowledge. Inreality
humansarelargely drivenby their emotions, and emotionsareoftenirrational.

They alsoperformaltruisticactslikecharity, volunteerism, lending ahelping
hand, parenting, andeven givingone’ slifefor one’ scountry. Theseall fall

contrary totheassumption of self-interest. They perform self-destructiveacts
likesubstanceabuse, negativeaddi ction, negativerisk-taking, procrastination,

inability tocomplete projects, masochism, and suicide. They arealso highly
ignorant about all their affairs; they canbeexpertinonly afew topicsat atime
(Laibson, 2001). In parallel to the technology achievements in wireless
communications, maybe relatively less rapidly, our understanding of the
“homoeconomicus’ isexpanding toward acomplementary economic perspec-

tive of the homosapiens. As we discuss in the next section, behavioral

economicsprovidesnovel conceptsusingtraditional tools. Our goal inthis
chapteristodiscusstheviability of someof themobilebusinessmodel sthrough
thelensof behavioral economics.
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