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In no more than 1000 words, and using 3-5 references, explain: 

1- Why do customers perceive “deep discounts in exchange for stricter conditions” as fair?
2- What makes insignificant discounts combined with strict cancellation policies unacceptable?



















Customer Perceptions of Discounts and Cancellation Policies
Customer reactions to pricing strategies are strongly influenced by perceived price fairness, which refers to a consumer’s judgment about whether the outcome and the process of setting a price are reasonable and justifiable. Fairness perceptions affect purchase intentions, satisfaction, and loyalty, and can trigger negative reactions such as complaints or switching when customers perceive pricing practices as unfair (Radic, 2023; Dai, 2010). 

1. Why customers perceive “deep discounts in exchange for stricter conditions” as fair
Customers often view deep discounts paired with strict conditions as fair because they recognize a clear trade-off between price and flexibility. This perception can be explained through several behavioral and economic theories.
Equity theory and distributive justice
Equity theory suggests that individuals evaluate fairness by comparing the ratio of benefits they receive to the costs or sacrifices they make. When customers receive a substantial discount but must accept stricter terms (such as non-refundable bookings or limited cancellation rights), they perceive the exchange as balanced because the monetary benefit compensates for the loss of flexibility (Dai, 2010). 
In this situation, the discount functions as a reward for accepting higher risk or inconvenience. Consumers feel that the company is offering a legitimate incentive in return for the restriction, making the transaction appear equitable.
Transparency of the price–restriction trade-off
Perceived fairness also depends on whether customers understand the reasoning behind the price difference. Pricing structures that explicitly communicate the trade-off—such as “non-refundable rate: 30% cheaper”—allow consumers to evaluate the exchange rationally. When the rationale is transparent, customers are more likely to accept differentiated pricing because they perceive it as a logical business practice rather than exploitation (Radic, 2023). 
Reference price comparisons
Consumers often evaluate fairness using reference points, including past prices, competitor prices, and perceived production costs. If a deep discount clearly deviates from the normal price, customers interpret the reduced rate as genuine compensation for stricter conditions (Bolton, Warlop, & Alba, 2003). 
Risk-sharing between firms and customers
Deep discounts can also be interpreted as a risk-sharing mechanism. For example, in industries such as airlines or hotels, stricter cancellation policies reduce uncertainty for the seller. Offering a large discount signals that the company is sharing the benefits of this reduced risk with the customer. Because both parties gain something, customers perceive the arrangement as fair.
Overall, customers tend to accept strict conditions when the financial benefit is significant, transparent, and proportional to the restriction. The fairness perception arises from the clear balance between what the customer gives up (flexibility) and what they gain (a substantial price reduction).

2. Why insignificant discounts combined with strict cancellation policies are unacceptable
In contrast, small discounts combined with strict cancellation policies are often perceived as unfair because they violate customers’ expectations of proportionality and equitable exchange.
Imbalance between cost and benefit
If the discount offered is minimal, customers may feel that the compensation does not justify the loss of flexibility. According to equity theory, fairness judgments depend on proportional exchanges; when the sacrifice outweighs the reward, the transaction appears exploitative (Dai, 2010). 
For instance, if a hotel offers only a 5% discount for a non-refundable booking, customers may perceive that they are assuming significant financial risk without adequate compensation.
Violation of fairness expectations
Consumers generally expect that restrictions should be accompanied by meaningful benefits. When companies impose strict cancellation policies with negligible discounts, customers may infer that the firm is maximizing profit without providing value in return. Such situations can lead to perceptions that the company is charging prices that exceed a “reasonable” markup, which customers often view as unfair (Eyster, Madarasz, & Michaillat, 2021). 
Negative behavioral reactions
Perceived price unfairness can trigger negative outcomes, including reduced purchase intention, complaints, negative word-of-mouth, and brand switching. Studies show that fairness perceptions strongly influence consumer satisfaction and repurchase intentions; when pricing policies are judged as unfair, customers may actively avoid the seller (Malc et al., 2016; Dai, 2010). 
Perceived opportunism by the firm
Insignificant discounts combined with strict policies may also signal opportunistic behavior. Customers may interpret such pricing strategies as attempts to extract additional profit while transferring risk entirely to the consumer. Because fairness judgments also depend on the perceived motives of the seller, this perception can significantly damage trust and customer relationships.

Conclusion
Customer perceptions of fairness in pricing are shaped by the balance between benefits and restrictions. Deep discounts paired with strict conditions are generally perceived as fair because they represent a transparent and proportional trade-off in which customers receive meaningful compensation for reduced flexibility. In contrast, insignificant discounts combined with strict cancellation policies disrupt this balance. When the financial benefit is too small relative to the restriction, customers perceive the transaction as inequitable and potentially exploitative.
As a result, companies must design pricing strategies that maintain a clear and proportional exchange between price and conditions to preserve customer trust and long-term loyalty.
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