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ABSTRACT

Thisarticleexamineshowanonlineauctionofapreannouncedproduct,theMicrosoftXbox360,
proceedsandperformsbeforeitsofficiallaunchoneBay.DatafromtheeBaymarketplaceisexamined
afterthedateofthepreannouncementinMay2005untilthelaunchinNovember2005.Specifically,
theauthorslooktoseeifauctionsuccessratesfromonedayaffectthesuccessratesonthefollowing
day.Theyalsoexamineifthewinningbidpricesofonedayaffectthewinningbidsonthefollowing
day.Theresultsshowthatauctionsuccessratesononedaydonothaveasignificantimpactonthe
followingday’ssuccessrates.Regardingwinningbidprices,thereisstrongevidencethatthewinning
priceseriesisanonstationaryprocess,anddailypricesshowareversetrendingpattern.Theauthors
discussthemanagerialimplicationsoftheirfindings.
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1. INTROdUCTION

ThefirstonlineauctionwasconductedinCaliforniabyPierreOmidyar,anIranian-Americancomputer
programmerin1995.Hissite,TheAuctionWeb,wouldevolveintoeBay(Cohen,2003).Sincethat
time,eBayhasbecomethelargestC-to-C(C2C)onlineauctionplatform.Thereisalsoasignificant
B-to-C(B2C)presence.AccordingtoeBay’sQ22018FastFacts(eBay,2018)thereare1.1billion
listingsontheirwebsitewith175millionbuyers.

Therearemanybenefitsofusinganonlineauction,suchaseBay,forsellers.Allsellerscanaccess
abaseofinternationalcustomers,increasingtheirsalespotential.Asellercanprovideproductsquickly,
easily,andatlowercoststhanthroughtraditionalmethods.Attimes,dependingonthemerchandise
andcircumstances,productscanbeofferedatpremiumprices.Theseauctionsprovideameansof
expandingacompany’scustomerbase.

Onlineauctionsarealsoaboontobuyers.Accesstoproducts(bothnewanduseditems)isnow
24-houravailability,wherebyabuyercanenjoyinstantgratificationplusinteractivitywiththeseller
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andotherbuyers(HoffmanandNovak,1996).Thisenvironmentcanprovidecustomerswithmore
controloverprice.Anotherattributeoftheonlineauctionistheabilityforthebuyertoincreaseher/
hislearningabouttheproduct,productcategory,andbrands(VandenPoelandLeunis,1999).The
cost tothebuyerofsearchingfor theproducts isdramaticallyreduced,yetat thesametime, the
availablepurchasingoptionsareincreased(Machlis,1998).

Newproductsmightbesoldinonlineauctionsafternewproductpreannouncementsevenbefore
theofficialmarketlaunch.Thatis,themarketforthenewproductsisavailableeveniftheyarenot
physicallyavailabletobothsellersandbuyers.Preannouncementofnewproductsisacommonpractice
especiallywithconsumertechnologyproducts.Therearereasonsforthis.Thepreannouncementof
thenewproductcansignaltotheuserofthatbrandthatabetterexperienceisontheway(Lillyand
Walters,1997).Thenewproductcanalsodrawinnewconsumerswithsimilarwants,needs,tastes,
providingareasontoswitchfromtheircurrentbrand(BayusandPutsis1999).

ThepreannouncementofnewproductsoneBayisourfocus.Thenewproductthatweuse
for this analysis is the Microsoft Xbox 360, a video game console product and the second-
generationoftheXboxbrand,launchedinNovember2005.Wewanttounderstandnotonlythe
basicfeaturesofanonlineauctionmarketofapreannouncedproductbutalsothebehaviorof
sellersandbidders.

InthecaseofeBay,asellerpostsaproduct,eitherwithareservepriceoratapriceforimmediate
purchase,wherenobiddingisinvolved.Forbiddingproducts,thereisasettimefortheauctionprocess.
Potentialbuyersplacebidsfortheproduct.Allbiddersorpotentialbidderscanseethehighestbid
aswellasthebidhistory.Whentheendoftheauctionnears,bidderscanevaluatethebidhistory
anddetermineiftheywanttomakeafinaloffer.Generally,iftheproductismoreindemand,the
higherthenumberofbidsandbidpricevolatility.Sometimes,demandandvolatilityappearlatein
theprocessasmanybidderswaituntilthelastmomenttomaketheirstrategicbids.

Althoughonlineauctionsofexistingproductshavegainedtheattentionofresearchersandmany
literaturecontributionshavebeenmade,littlehasbeenexaminedregardingsellersandbuyers,auction
successrates,andauctionwinningbidpricesforthepreannouncedproductmarket.Inthisregard,
welookatacoupleofquestionsforthisuniquemarket:

1. WhatdoesthepreannouncedproductmarketateBaylooklike?
2. Dothesuccessratesfortheauctionsononedayaffectthesuccessratesonthefollowingday?
3. Dothewinningbidpricesononedayhaveanyeffectonthefollowingday’sprices?

Weexamine18,186auctionlistingsforthenewXbox360consolebeforeitsofficiallaunch.
Basedonourdata,weoffersomeinsightsintosellers’andbuyers’behavioraswellastheauction
outcomeperformanceofonlineauctionlistings.Wealsodiscussthemanagerialimplicationsofour
findingsandoffersomerecommendationsonnewproductintroductionintomarkets.Toourbest
knowledge,thisisthefirststudytoaddresstheonlinemarketplaceforapreannouncednewproduct
beforeitsofficiallaunch.Webelievethatthisstudycontributestotheliteratureintheareasofnew
productmarketingstrategy.

2. BACKGROUNd

2.1. Online Auctions and Process
Whywouldsomeonebidonanewtechnologyproductmonthsbeforeitisscheduledtobereleased?
Muchofthiscanbeexplainedaspartoftechnologydiffusion.Innovatorshaveaproclivitytotake
riskswithnewtechnologyproducts.They“chasetheadvances”(Alpert,1994).Additionally,some
oftheseinnovativeproductsareboughtjustforthethrilloftheinnovativeproductitselfbasedona
fascinationwithsomethingneworinnovative(Alpert,1994).
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