Effect of the reputation management system on temptation to defect
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Abstract:

The on-line C2C market is a new venue for Internet shopping. A player who participates in a
C2C online transaction always has an opportunity to cheat the consumer (non-cooperation) because of
the anonymity and ease of entry and cancellation of this type of transaction. Publishing information
about the player's reputation is an important way to manage the risk of cheating in these transactions.
In a previous work, we showed the effectiveness of disclosing a person's reputation to ensure
cooperative interaction between participants using an agent-based model. The simulation results
revealed that a positive reputation system can be more effective than a negative reputation system for
online transactions. In this paper we present two indexes of "temptation” and "contribution" as the
payoff matrix described in the prisoner's dilemma. These two indexes facilitate arguments about the
characteristics of goods in the market. The simulation results show that a positive reputation system
can be an effective way to treat tangible goods, while a negative reputation system can be an effective
way to treat information.
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