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Feedback provision
Why do traders give feedback? Feedback is 
largely a public good, aiding other traders in 
managing the risk associated with an unfa-
miliar exchange partner. Models that assume 
a purely material incentive for action imply 
low participation rates, yet the rates of feed-
back giving are often high. The human incli-
nation for reciprocity as described by social 
preference models (see Cooper and Kagel 
2016 for an overview) provides an explana-
tion: Kind feedback is given in response to 
kind treatment in the transaction, negative 
feedback in response to negative treatment 
(Bolton et al. 2004). The reciprocal nature of 
feedback giving is also evident in feedback 
provision in two-way feedback systems where 
sellers and buyers rate each other. A study 
of eBay’s two-way system found that about 
70 per cent of eBay traders leave feedback 
(Bolton et al. 2013; other research finds simi-
lar numbers). Mutual feedback is given much 
more frequently (64 per cent of the time) than 
would be anticipated if feedback provision 
were independent (49 per cent of the time). 
Traders are more likely to provide feedback 
on a trader with whom they share a common 
group identity (Bolton, Mans, and Ockenfels 
2020), consistent with findings that the pro-
pensity for norm enforcement is stronger in 
within-group interactions (Bernhard et al. 
2006; Chen and Li 2009; Chen et al. 2010; 
Goette et al. 2012; Mussweiler and Ockenfels 
2013).

Distortions in reported feedback
This is where the feedback given tends to 
extremes. Typically, the vast majority is 
very positive, and most of the remainder is 
very negative. Analysing eBay data, Nosko 
and Tadelis (2015) find that traders’ average 
percentage of positive feedback is 99.3 per 
cent, with a median of 100 per cent. There is 
evidence that traders who have had a mildly 
negative experience are less likely to report it 

(Dellarocas and Wood 2008), possibly due to 
a preference for leniency when the attribution 
of errors is ambiguous (Bolton et al. 2019). 
Similar leniency is observed in employee 
evaluations and might result from altruistic 
tendencies (Ockenfels et al. 2015; Kusterer 
and Sliwka 2022). Deeper dissatisfaction may 
be a major motivation for submitting a nega-
tive review (Lafky 2014).

The potential problem with excessively 
positive feedback is that it provides an overly 
confident view of a trader’s reliability. Many 
feedback patterns we see can be linked to two 
fundamental research findings on patterns of 
human cooperation: Altruistic punishment 
promotes cooperation, while counter-pun-
ishment hampers it (Ostrom et al. 1992; Fehr 
and Gächter 2000; 2002; Nikiforakis 2008; 
Mussweiler and Ockenfels 2013; Balafoutas 
et al. 2014). A natural way to (altruistically) 
punish a trader on an Internet platform for 
not behaving according to the social or trad-
ing norm is to leave negative feedback. This 
way, altruistic punishment of norm-violators 
creates an incentive for trustworthy behav-
iour. However, punishments can often be 
counter-punished, which is known to reduce 
the effectiveness of punishment to promote 
cooperation. Indeed, by retaliating against 
negative feedback with negative feedback, 
counter-punishment may spoil the reputation 
of the altruistic punisher, which in turn may 
deter altruistic punishment in the first place. 
As a result, the potential of counter-punish-
ment can hamper the effectiveness of reputa-
tion mechanisms and thus the performance of 
markets (Bolton et al. 2013; 2018; 2023).

Future research
The biases observed in feedback giving, 
along with their negative impact on market 
trading, highlight the need for improved, 
behaviourally-informed feedback system 
designs (Bolton and Ockenfels 2012; Chen et 
al. 2021). Many Internet reputation systems 
ask traders to provide feedback with general 
or open-ended questions, or on scales like the 
commonly used Likert 5-point scale. Recent 
work shows that the informativeness of some 
systems can be improved by choosing ques-
tions and scales that are more aligned with the 
trust issues specific to a marketplace (Bolton 
et al. forthcoming).

There is also work investigating the use of 
incentives to motivate raters to provide (more) 
useful information (see Li 2010; Li and Xiao 
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2014; and Li et al. 2016 for case studies on 
Alibaba; Cabral and Li 2015 for field experi-
ments on eBay; and Burtch et al. 2018). Other 
work advances using big data and artificial 
intelligence to predict future trader behaviour 
(Milgrom and Tadelis 2018; Masterov et al. 
2015; Luca and Zervas 2016).
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