Reputation, Trust and
Recommender Systems

15.575
Tanu Ghosh
4t March 2004



Agenda

® Overview

® eBay executives

® Resnick and Zeckhauser

® 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?

e Moral hazard

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



Tallor-made recommender systems

| want to know what books to read >

What are some of the books you like?

Here are some that you may like :
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Courtesy of Amazon.com. Used with permission



Your Recommendations = DVD

Show: Titles | Directors

worites Edit |
pecials

ateqories
: Adventure

hmerican Cinerma

In

Manga

ets
{ome Yideo
i al

% Yoga
schian

dently
ed

arnily
2\ ar
deo & Concerts

2. Performinng

See related

iterns

See related

iterns=s

See related
iterns

Miller's Crossing
D¥D ~ Gabriel Byrne
Average Customer Rewview: i

Our Price: $14.99 Used & new from $10.99

Why was [ recommended this?

I own it Mot interested Rate this itemn

The Pianist {Widescreen Edition)
DYD ~ Adrien Brody
Average Customer Rewview: s

Our Price: $16.99 Used & new from $10.99

Whey was [ recommended this?

I own it Mot interested R ate this item

Gangs of New York
DYD ~ Leonardo DiCaprio
Average Customer Rewiew: 00

Our Price: $25.49 Used & new from $6.99

Whey was [ recommended this?

More Results @)

@ Addtocart ) Addto Wish List )

Used & new frorn £10.99

& Addtocart ) Addto Wish List |

Used & new frorm £10.92

O Addtocart | | Addto Wish List |

Used & new from $6.99

Courtesy of Amazon.com. Used with permission



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 cateqory below!

Welcome to RatingZone. Start rating for personalized recommendations. Register or Login here.

Home TWShows Movies Books Music Magazines Radio Shows Stores Web Sites Restaurants Trawvel Search Suppor

Free Ratingzone Membership | Optional &

You are on your way to getting the most accurate, personalized recommendations on earth - FREE!

Save Your Ratings - WWe'll remer ! 5

Remember Your "Favorites™ - [ 1 - ite i inta one areal

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

Mo, |will register once | hawe predictions!

ML

arch for a title: |:| Search for a person ar group: |:|

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

Mo with over 3,800,000 ratings in all medial
Copyright © 2002 MediaChoice, [ne. All rights reserved
Copyright Motice - Privacy Paolicy
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Home TWShows Mowvies Books Music

Movies : Your Recommendations
{ “iew Wour Movie Recarmrmendations | Yiew Your Recommendations By Categaory )

Why trust a critic’s review? Give us 10 minutes and let your opinions help you find great
€] 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 helow!

Hello, Pamela Jones. "Welcome back. (rot Pameta Jones

Magazines

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 Recammendations” link and enter your rating! More ratings will help generate
even mare accurate recommendations!

{ Rate Movies | Movies You Have Rated | Your Movie Recommendations | courtesy of ratingzone.com. Used with permission.
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Gere, Richard -
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Generic recommendation systems

® Expert
e Community
* Hybrid
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TO FIND IT.
Ask.com
—_——
Search for | |Digital Cameras Vl ’ search ] Advanced Search
Home » Electronics » Digital Cameras CATCHT
GAME C
Canon PowerShot A70 Digital Camera THE GC
Overall rating: 7 ¥ ¥ % Upsets,
Fewigmed by 423 Epinions uzers - Witite 3 rewiew c Pri LlpdatL‘E
Eaze of Usze: I e e =inpedle FHes and finz
Curability: I ) ) e View Details S5COres
# Battery Life: e . sent
j Phato Quality: e © Read Reviews directly
shutter Lag e ——— to your
phone.
Subscribe to reviews on this product
Read Reviews GET
showing 1-15 of 43 reviews Page 1 2 3 - Wiew all et YOUR
Sart by Sart by SCORES
Product Rating Feview Date
Product Rating: s % % % The New Powershot ATO Canon Shoots and Consumers Score X Cingu|ar
e — by Howard _Creech .|n Electronics, May 15 .DS | | WM?;M
Durability: e s e Pros: “ery good phutp quahtg,f,_lnts nfmanqalf;reatwe cantral, inexpensive @’ an Ol i
, Cons: Some chramatic aberration (purple fringing)
Battery Life; — e _ . . . .
e e The new Canon Powershot A70D is one of the most exciting digital cameras to come down the pike this year, )
Photo Quality: not because it pushes the envelope in the megapixel race, but because it shoehorns much of Canon's /I_ i‘\
Shutter Lag I — cutting edge new digital technology into ... I.'r |
Read the full review Courtesy of epinions.com. Used with permission. | |




Hurry, offer ends 3f3..

panlum’

¥ Click for Details

OVERVIEW SPECS USER OPINIONS
Acer TravelMate C301XCi

Courtesy of cnet.com. Used with permission.
USER OPINIONS

How would you rate this product?

(O Thumbs Up () Thumbs Down

Show: All cornrments | Only Positive é | Only Negative @ Sort opinions by: Date

Found: 2 uzer cormnrnents { Previousz | 1 -2 of 2 | Mext b

4" Tablet PC that got it right"

M. Jeff on 27-Jan-2004 02:52:10 PM

Fros: 2 killer laptops in one: modern wireless (check out specs) and tablet PC combined
Big, fully functional screen Fast Great battery life (I'm not used to that!)

Cons: Still looking... But don't use PC Relocator to try to move files from your ald PC. It
actually froze WWindows XP and the laptop. After a hard reboot, System Restore fixed that in
a jiffy. Better to reload programs, and data separately.

“"Best Tablet In the Market"

YEGA on 2Z6-Feb-2004 11:22:00 AM

Pros: |just bought mine fram COWVY wehbsite. Its the best noteboak | ever bought. Its fast,
best battery life. | bought it use it as notebook and sometimes | use tablet feature. |
returned my gateway after 2 weeks. . it ran too hot and weak perfarmance.

Found: 2 user cormmments { Previous | 1 -2 of 2 | Mext §

LATEST REWIEWS | EDITORS' TOP PICKS | BUYING GUIDE

- advertisement

S N

TECHMOLOGY

Do More.
Go Wireless.

With Intel® Centring™
maobile technology.

Order online and standard
shipping is included.

Learn more e

» adwvertisemeaent

Do more online.
SuperPages. com.




OVERVIEW | SPECS USER OPINIONS

WHERE TO BUY

Acer TravelMate C301XCi

Product release date: Movermber 1, 2003

EDITORS RATING  Rating system explained

7.1

Good

El Enlarge photo
7.1

User recommendation:
Read uzer comments | Write vour own rewiew

WHERE TO BUY

$1759-%$1956 frorm 11 stores

Courtesy of cnet.com. Used with permission.

Hands-on review

Acer's fast TravelMate C301XCi supersizes the tablet format, but
it's too big and heavy for all but the most dedicated tablet users.

The good: Large display; excellent performance and battery life; smart-card reader;
automatic light sensor.

The bad: Big and heawy; screen wobbles,

The Acer Travelbate C301-Ci tablet PC proves that good things can come in large
packages. But while its performance, battery life, and display are outstanding, this
convertible tablet is so big and heavy, it's cumbersome to carry and use. On the other
hand, if you crave a big tablet for work or play, this is your kind of computer.

At 1.7 by 12.8 by 10.7 inches, the Acer TravelMate C301XCI dwarfs the latest round of
tablets, with their 10.4-inch or 12.1-inch screens. Weighing in at an unwieldy 6.7
pounds, it's neatly a pound heavier than Gateway's M275 convertible tablet, the only
other tablet with a 14.1-inch screen. Add in Acer's 10-ounce AC adapter for a hefty travel

© N

TECHMNOLOGY

Do More.

Go Wireless.

With Intel® Centring™
maobile technology.

Only $1,199°

Order online and standard
shipping is included.

&

Learn more e

+ adwertisement

Do more online.
SuperPages. com.

Find people,
busineszes & maore.

- —




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 guestions..



How can we prevent free
riding?



Virelcome 1o Zagat.cam

ZAGATSURVEY.

Restaurant Advanced
Boston Area vfao| e || oo Wy

6 LEARN MORE ABOUT zagat.com

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

Subscribe for full access to Zagat.com.

Subscriber Benefits Courtesy of zagat.com. Used with permission.

€3 Ratings and Reviews Learn more

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

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

e News Learn more

Learn the latest news first via VWeb updates and Jagat\Wire, a monthly e-mail
newisletter featuring restaurant openings and closings, chef changes and food and
wine events in top cities.

e Advanced Search Learn more

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 S0 other criteria.

e Indexes Learn more

_hoose from among dozens of signature indexes, including Best Buys, Romantic
FPlaces Historic Interest and Meet for a Drink.




How to elicit honesty?



INTERMET EXCLUSIVE
59“ Veri- ofwis

Including Phone Package

with Blue Case & Jabra Headset MOEIR 2255

WITH 2 vF AGREEMEMT

Experts

Search for

Main renu Yolunteer for this subject! Question Archive About Us Feedback
Expert Login Top Experks of the Maonth! Tell friends about us! Link to us! Disclairmer

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

Category: Monroe, Marilyn Sort By: |Mone v
Courtesy of allexperts.com. Used with permission.

Name Expertise Status
Y¥vonne [ can answer questions on most of Marilyn’ s life, Available
View Profile particularly her early years and the late fifties/early sk & Question

Courtesy of allexperts.com. Used with permission. SthiE_S- I have re;d a great deal on the conspiracy
thearies concerning her death.

Related Links

Previously asked questions MMessage Board

Volunteer to be an expert in this category

Can't find the answer vou're looking for here? Chck here to iy omr partner site, About.com!

Like our site? Recommend us to your friends!




Ask any question! sllexperts.cam is the oldest & largest free Q&4A service on the Internet

Expert Details: Monroe, Marilyn

RATE THIS EXPERT ASK A QUESTION DETAILED STATS

Hollywood Insider: Yvonne

Expertise: | can answer questions on mast 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
| have been a fan of Marilyn Marnrae's for aver ten years now, and have accumulated 3
sizeable collection of books and dacumentaries on her,

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

Education/Credentials

| have degrees in Modern History and English. In the latter subject | studied film theary
and completed my exam essay an Marilyn Manroe (movie screen as mirror) gaining a
first.

General Prestige 170

Average Ratings from Qther Users of AllExperis

Max Mumber of Questions to be Asked 5

Total Mumber of Questions

Mumerical Ratings from Other Users of AllExperts
Knowl Clarity Time Polite Date

Knowledge 9
Excellent
g 9 8 10 05-,20-03
Clarity of Response 95  Bestof 1 10 10 10 052003
the best

Timeliness 9
Excellent
Politeness 10 Best
of the besl

Mumber Of Qluestions 0

RATE THIS EXPERT ASK A QUESTION DETAILED STATS




Can volatile identities be
restricted?



Still more guestions

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

* \What 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

e 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?

* 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 If 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
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