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Tourism Consumption Decision-making Mechanism Based on Mental
Accounting Theory : The Case Study of Performance-watching

Tourists in Megacities
WANG Xi-fang
(Tourism Institute , Shanghai Normal University, Shanghai, 200234, China)
Abstract : Traditional economic theory has encountered big challenge in explaining tourists” decision-making behavior. The
survey discovered that tourism consumption demand did not follow with the demand law of traditional economics and the
tourism demand was not inversely proportional to price. That made some problems for tourism enterprises directly. The first
one is they can’t find the best balance point between tourism demand and tourism supply, the second is they can’t develop
and provide marketable tourism products for tourists.

This paper starts with the perspective of behavioral economics. Firstly, five basic characteristics of mental accounting,
such as non-fungibility, reference dependence,loss aversion, classified budget, diminishing marginal utility, are sorted out in
the historical literature , which help us outline the mechanism of commodity consumption decision-making based on mental
accounting theory. According to the basic thesis that human beings are bounded rational people in reality, reference to the
commodity consumption decision-making mechanism based on the mental accounting, sticking to five basic characteristics of
mental accounting closely, beginning with the consumption preference, this paper deduces tourism consumption decision-
making mechanism based on mental accounting. This mechanism fills the theoretical gap of mental accounting theory in the
service field. It is concluded that consumption preference is the critical factor in tourism consumption decision-making, it not
only influences decision-making process, but also decision-making results.

Secondly,in the view of the reality of tourism economy and the fact that the mental accountings are everywhere all the
time, this paper takes performance-watching as the consumption object, substitution ability, which is the quantitative
indicator of consumption preference,as the logical starting point, embedding strength as mediating variable, and constructs
the theory model of the actual demand of tourism performance-watching. The logical thought of model construction is as
follows : Under the established budget and time constraint, consumption preference influences decision-making process,
decision-making process influences decision-making results, and decision-making results influence actual demand. These
relationship can be abbreviated as *C —D - D — A’ . In the model, ‘ substitution ability’ in the minds of tourists represents
the replacement ability of sightseeing, exhibition and leisure to performance-watching, it exists in the decision-making
process.  Embedding strength’ represents tourists’ willingness and motivation of incorporating performance-watching
activities into their itinerary, it exists in the decision-making result. ‘ Actual demand of tourism performance-watching’
represents after ordering, those tickets will not be refunded by tourists, and tourists will go to watch at the scheduled time,
that behavior turns potential demand into the real demand. ‘ Substitution ability’ , * embedding strength’ and  actual
demand of tourism performance-watching’ are three potential variables of the model. The model is constructed to clarity the
relationship among these variables. By testing the following hypotheses, it is aimed to verify the truth of tourism consumption
decision-making mechanism based on mental accounting.

H, :Substitution ability, which is the replacement ability of sightseeing, exhibition and leisure to performance-watching,
is a direct negative impact on the embedding strength , which represents tourists’ willingness and motivation of incorporating
performance-watching activities into their itinerary.

H, : Embedding strength is a direct positive impact on the actual demand of tourism performance-watching.

H, : The substitution ability of different demographic people is different.

Finally,the structural equation model is applied to connect the decision-making process, decision-making result and
actual demand. Based on the total sample data, the truth of the tourism consumption decision-making mechanism based on
mental accounting is tested empirically. The empirical results show that above three hypotheses are valid. Married male tourists
aged over 24, with bachelor’s degree or above and salary above 5000 Yuan a month,are the main force of tourism performance-
watching in megacities. Consumption preference is the key factor affecting the actual demand of tourism performance-watching
in megacities. Scientific cultivation and identification of tourists’ consumption preference, rapid identification of potential
consumers’ needs and rapid provision of personalized tourism products are the direction of tourism enterprises.

Key Words:mental accounting; bounded rational people; consumption preference; tourism consumption decision-making
mechanism; tourism performance-watching
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