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® Dellarocas (Word of Mouth)
® Break

e Chris Dellarocas




Problems with online
transactions

e Adverse selection

— Do | really want to buy this good? What type
does this party/good belong to?

* Moral hazard

— Will my partner change his behavior once we
enter the transaction?




Tallor-made recommender systems

| want to know what books to read 3

What are some of the books you like?

Here are some that you may like 5




Book search example via: http://www.amazon.com/

(Screenshot removed.)




Why trust a critic's review? Give us 10 minutes and let your opinions help you find great
R m | N G movies, TV shows, music, books, etc. Our personalized recommendations are right 91% of
the time! Optional registration, no personal info req'd. - Just click on a category below!

Welcame to RatingZone. Start rating for personalized recommendations. et or Login here.
Horme TWShows Movies Books Music Magazines Radio Shows Stores Web Sites Restaurants Trawvel Search Suppor

Free Ratingzone Membership | Optional Registration
You are on your way to getting the most accurate, personalized recommendations on earth - FREE!

Before you start rating, please create your Ratingzone account. Your Ratingzone Account allows you to:

s View Your Recommendations - Get INSTAMT access to your recommendations!
Save Your Ratings - We'll remember your ratings for your next visit!
Remember Your "Favorites™ - Organize your favorite items into one areal

Optional Recommendations Email - At your option, we will email your recommendations manthly!
Requires NO Personal Information!

[ Yesl |will register now. and then start rating! Mo, | will register once | hawe predictions!

Already have an account? Login!

Having a hard time finding the item you have in mind to rate? Try searching | (Evenything) V| !

Search for a title: H Search J Search for a person or group: | H Search J

Your site keeps getting better...| use it ALL THE TIME!"' - Steve - Tell A Friend!

Courtesy of ratingzone.com. Used with permission.
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Home TWShows Movies Books Music

Movies : Your Recommendations
( “iew Your Movie Recommendations | %iew Your Recommendations By Category

Why trust a critic's review? Give us 10 minutes and let your opinions help you find great
G movies, TV shows, music, books, etc. Our personalized recommendations are right 91% of
the time! Optional registration, no personal info req'd. - Just click on a category below!

Hello, Pamela Jones. “Welcome back. (Mot Pamela Jones

Magazines

-k here)

Radio Shows Stores Web Sites Restaurants Trawvel

Search Support

These are your Movie Recommendations!!
You have 193 recommendations! - These recommendations are generated just for you based on your previous ratings! If you have
seen any of these titles, choose the "Rate your Movies Recommendations” link and enter your rating! Mare ratings will help generate
even mare accurate recommendations!

( Bate Movies | Movies You Have Rated | Your Movie Recommendations )

Hepburn, Audrey

Courtesy of ratinazone.com.

Title =+ Actor T More info Category Predicted Chnusg Your
BURNES NOALES For You Rating
e @B Desperate Bogart, Humphrey - 1955 (moreinfo ) Drama, 9.8 NFES v
Hours March, Fredric suspenseThriller
¢ @B Shawshank Robhins, Tim - 1994 (moreinfa ) Drama 9.7 N v
Redemption, The Freeman, Margan -
<o @B Primal Fear Gere, Richard - 1995 (moreinfo ) Drama, 96 I "
Linney, Laura suspense/Thriller
ﬂ? I@ Silence of the  Foster, Jodie - 1991 {moreinfo ] Horrar, 9.6 _N,."A w
Larnbs, The Hopkins, Anthony - suspensefThriller, -
Glenn, Scott Crime/Gangster
o @ Stand By Me  Phoenix, River - 1986 (moreinfo | Action/Adventure, 95 N v
Wheatan, Will - Drama
D'Caonnell, Jerry -
Feldman, Caorey
o @ Raiders of the  Ford, Harrison - 1981 (moreinfo ) Action/Adventure, 9.5 I v
Lost Ark Allen, Karen Sci-FifFantasy
s @ Roman Holiday Peck, Gregary - 1953 (moreinfo ) Classic, Romance a5

Used with permission.




Generic recommendation systems

® Expert
e Community
* Hybrid




Removed: screenshot of powershot A70 from http://www.epinions.com/




Removed: screenshot of Acer Travelmate, user opinions tab, from http://www.cnet.com/




Removed: screenshot of Acer Travelmate, overview tab, from http://www.cnet.com/




Some Issues with these systems

® Privacy
e Algorithmic
* How many times do you really use these

systems and can these ever replace the
role of a friend’s recommendations?




Other questions..




How can we prevent free
riding?




Wielcome 1o Zagat.com Help

ZAGATSURVEY.

Restaurant Advanced
Boston Area v]ao] reerer: I o | coc

8 LEARN MORE ABOUT zagat.com

At zagat.com, you'll get ratings, reviews and the latest news from great restaurant cities
around the wiorld. Mot to mention incredible discounts in our online Shop.

Subscribe for full access to Zagat.com.

Subscriber Benefits

€3 Ratings and Reviews Learn more

Eenefit from those who've been there before with our trademarl ratings and
reviews, based on the opinions of diners like you.

9 New Restaurants Learn more
Freview new restaurants as they open throughout the year.

9 News Learn more
Learn the latest news first via VWeb updates and ZagatWire, a monthly e-mail
newsletter featuring restaurant openings and closings, chef changes and food and
wine events in top cities.

9 Advanced Search Leam maore

Find the perfect spot with this premium feature that allows you to search for
restaurants by location, cuisine, cost, ratings or any of more than 50 ather criteria.

9 Indexes Learn more
Choose from among dozens of signature indexes, including Best Buys, Komantic
Flaces, Historic Interest and Meet for a Drink. Courtesv of zaaat.com. Used Iwith germission.




How to elicit honesty?




INTERNET EXCLUSIVE
LOWEST PRICE EVER! sg)es

Including Phone Package

with Blue Case & Jabra Headset MOKIR 2225

WITH & 'K AGREEMEMT

Experts

Search for

Main rmenu Yolunteer for this subject! Question Archive About s Feedback
Expert Login Top Experts of the Maonth! Tell friends about us! Limk to us! Disclaimear

Ask any question! Allexperts.com is the oldest & largest free Q&A service on the Internet

Category: Monroe, Marilyn Sort By: |Mone v
Mame Expertise Status
Yvonne I can answer questions on most of Marilyn s life, Available
iew Profile particularly her early years and the late fifties/early sk A& Question

sixties. I have read a great deal on the conspiracy
theories concerning her death,

Related Links

Previously asked questions Message Board

Volunteer to be an expert in tlus catecory

Can't fimd the answer vou're looking for here? Chcli here to iv owr partner site, About.com!

Like our site? Recommend us to your friends! Courtesy of allexperts.com.

olesoio | Used with permission.



Ask any question! Allexperts.com is the oldest & largest free Q&A service on the Internet

Expert Details: Monroe, Marilyn

RATE THIS EXPERT ASK A QUESTION DETAILED STATS

Hollywood Insider: Yvonne

Expertise: | can answer guestions on most of Marilyn's life, particularly her early years and the late
fities/early sixties. | have read a great deal on the conspiracy theories concerning her
death.

Life Experience
Experience in the area

| hawe been a fan of Marilyn Manroe's for owver ten years now, and have accumulated a
sizeable collection of books and documentaries an her.

Organizations belong to
| below ta three different Marilyn internet groups.

Education/Credentials
| hawe degrees in Modern Histary and English. In the latter subject | studied film theary

and completed my exam essay on Marilyn Monroe (movie screen as mirror) gaining a
first.

Max Mumber of Cluestions to be Asked
General Prestige 170

Average Ratings from Other Users of AllExperts
Knowledge g Numerical Ratings from Other Users of AllExperts
Enowl Clarity Time Polite Date
Excellent
a 9 a 10 05.-20-03
Clarity of RE!PDH!E 94 Bestof 1] 10 10 10 052003
the best
Timeliness =)
Excellent
Politeness 10 Best
of the best

Mumber stions 0

Total Mumber of Questions

Courtesy of allexperts.com.
RATE THIS EXPERT ASK A QUESTION DETAILED STATS uUsed with permission.




Can volatile identities be
restricted?




Still more questions

* Why isn’t there enough negative feedback?
* Do we want more negative feedback?

e \WWhat are some ways that you have seen (or
tried??) to beat the system

® Some other innovative systems?

® |s there a way to aggregate ratings from the
WWW to one centralized repository?

* \What is the role of brands in the age of online
reputation systems?




The big Question...

* Why does this system still work??




Trust Among Strangers In Internet
Transactions: Empirical Analysis of eBay's
Reputation System by Resnick &

Zeckhauser




Surprising findings

* Large number of distinct buyer-seller
combination

* Huge positive feedback, few negative
comments

® Past performance significant in predicting
oresent performance

e High initiation costs-not in terms of
monetary entry fee but loss of reputation




Questions...

e Shouldn’t eBay have some entry costs to prevent
volatile identities?

® Should eBay look for ways to increase the
negative feedback?

e Should eBay give more prominence to negative
feedback?

e \What about value of a seller’'s transactions?

* Relationship between age and salability- Is it
trust or just better experience?




The Digitization of Word of Mouth:
Promise and Challenges of Online

Feedback Mechanisms by Chrysanthos
Dellarocas




Questions...

* What happens If historical events are
reported truthfully but buyers feel that
they aren’t truthful?

* What happens Iif they are false but buyers
feel that they are truthful?

* \What are some good feedback mediators?
— Should we have emphasize recent past?




"Reputation systems are the
worst way of building trust,
except
for all those other ways that have

been tried from time to time."

Churchill misquoted in Resnick et al. 2000




