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The Economics of Privacy
ALESSANDRO ACQUISTI, CURTIS TAYLOR, AND LIAD WAGMAN™

This article summarizes and draws connections among diverse streams of theoretical
and empirical research on the economics of privacy. We focus on the economic
value and consequences of protecting and disclosing personal information. and on
consumers” understanding and decisions regarding the trade-offs associated with the
privacy and the sharing of personal data. We highlight how the economic analysis
of privacy evolved over time, as advancements in information technology raised
increasingly nuanced and complex issues associated with the protection and sharing
of personal information. We find and highlight three themes that connect diverse
insights from the literature. First. characterizing a single unifying economic theory of
privacy is hard, because privacy issues of economic relevance arise in widely diverse
contexts. Second, there are theoretical and empirical situations where the protection
of privacy can both enhance and detract from individual and societal welfare. Third,
in digital economies, consumers™ ability to make informed decisions about their
privacy is severely hindered because consumers are often in a position of imperfect
or asymmetric information regarding when their data is collected, for what purposes,
and with what consequences. We conclude the article by highlighting some of the
ongoing issues in the privacy debate of interest to economists. (JEL D82, D83, G20,
110, 113, M31, M37)

1. Why an Economics of Privacy Friedrich Hayek’s 1945 treatise on the use of
knowledge in society. Contributions to what

The value and regulation of information  has become known as the field of informa-
assets have been among the most inter-  tion economics have been among the most
esting areas ol economic research since influential, insightful, and intriguing in the
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Quali sono gli effetti del behavioral advertising

sull’utilita economica dei consumatori?




“Behavioural targeting is not only good for consumers
[...] it’s a rare win for everyone. [...] It ensures that ad
placements display content that you might be interested
in rather than ads that are irrelevant and uninteresting.
[...] Advertisers achieve [...] a greater chance of selling
the product. Publishers also win as [...] behavioral

targeting increases the value of the ad placements.”

David Nelson, Operations & IT Director, Unanimis.co.uk
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t6z0Q3fsMjm5poj0VIzphB4raOtAwMSFAWA444AGyjd7fTsZUsY8BbOgwvanp2R1PSNPMPskgavkQjoPTsnWW-floB1XzrtgM6-
3PzEuCXhQLrMEialx0s3WTwLcK37yG215GxR7dCGXX5Zic8q-
ExisPBroFUNnCL70E2HelbXO1KSI9yNW64eKirjbgdbdirez82sHh0630Cs11cyW]/16.01/http%253A%252F%252Finsight.adsrvr.org%252Ftrack%252Fclk%253Fimp%253D0fd055e1-c5cd-
47f2-b78e-9edc7375a4e7%2526ag%253D7hyc90f%2526s5fe%253D149€a364%25265ig%253DxBLEDDeYzZQAM16aTXVZglgS33b0h-
z9vZ2zaHixodl.%2526crid%253Dzvspnp6l%2526cf%253D3043693%2526fq%253D0%2526t%253D1%2526td_s%253Dwww.cnn.com%2526rcats%2530%2526mcat%253D%2526mst
e%253Dcnn.com%2526mfld%253D4%2526mssi%253D%2526mfsi%253D0%2526s5v%253Dtrustx%2526uhow%253D42%2526agsa%253D%2526wp%253D%2524%257BCLEARING PR
ICE%257D%2526rg2%253D15213%2526dt%253DPC%252605f%253DWindows%252605%253DWindows10%2526br%253DChrome%2526svpid%253D74%2526rlangs%253Den%252
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[Ebm9OuZTABCjsKHWNoYXJnZS1hbGxUVERDAXNOb21Db250ZXh0dWFslhol2v ARINdHRkY29udGV4dHVhbAo7CiljaGFyZ2UtYWxsSW50ZWdyYWxLZXI3b3JkQmxhY2tsaXNOl
hul1f ARIlQW50ZWdyYWwKNgodY2hhcmdILWFsbEludGVncmFsQnJhbmRTYWZIdHkiFQj5 8BEghpbnRIZ3JhbApHCidjaGFyZ2UtYWxsSWFzRGlzcGxheVZpZXdhY
mlsaXR5VHJhY2tpbmciHAIm 8BEg1pYXMtcmVwb3J0aW5nKgAQyio.%2526durs%253DglLsD55%2526¢rrelr%253D%2526npt%2530%2526mk%253DGoogle%2526md|%2
53DChrome%252520-%252520Windows%2526ipl%253D15224%2526pcm%253D3%2526pcrc%253D1%2526ict%253DUnknown%2526said%253D02828d543-6¢95-42bb-8709-
d22974c2d4ee%2526auct%253D1%2526tail%253D1%2526r%253Dhttps://d.agkn.com/pixel/2389/%3Fche%3D914848662%26c0l%3D27083563,6389326,325621847,519263889,
166620987%2610%3Dhttps://www.benadryl.com/products/benadryl-allergy-dye-free-liquigels%23where-to-buy%3Futm_medium%3Ddisplay-
static%26utm_source%3Dmatterkind%26utm_term%3D325621847%26utm_content%3D2022benadrylapower_clvben-
0083p%26utm_campaign%3Dus_n/a_totalotc_2022 total otcbenadryl
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“Within-subject” design

Prodotto
“pubblicizzato”

Prodotto “cercato”
(competitor)

Prodotto “a caso”



Risultati



Qualita del venditore (sito merchant)

I'I'al:le 1. Distribution nbeE Rarl:ingsll:.",.r study and experimental condition.

(A) Study 1
Grade Ad (%) Search (%)
A+ to B- 671 (57%)
C+to D- 65 (5%) s
F [ 224 (20%) | 71 (6%)
NR/NOT FOUND 209 (18%) 160 (14%)
Total

1169 (100%) 1169 (100%)

X%(3)=73.71, p<0.001



Prezz

Table 2. Descriptive statistics f::-rII_::nEs of plr'imes.lk:.ﬂ,.r study and experimental condition.

(A) Study 1
Type Min Max Mean St. Dev Median
Ad -1.83 10.37 4.15 1.69 3.89
Search -2.20 10.40 1.59 3.78

Total -2.20 10.40 4.11 1.64 3.82




Prezzi (solo per prodotti identici)

Table 3. Summary of price comparison results for identical products by study.

Measure Study 1
Products with no price dispersion 15.73%
The lowest price was in Search
The lowest price was in Ad 32.11%

Total 100%




" Nel nostro studio (display ads, siti di notizie, desktop computers) i prodotti
pubblicizzati tramite pubblicita mirata sono associati a prezzi piu alti e venditori di
qualita inferiore, rispetto a competitors trovati via ricerca

" Replication study: Tutti i risultati confermati

" Ma come mai questi risultati?



Distribuzione dei venditori

Top 15 websiteslin Search resultsl(links count) Top 15 website (links count)
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Per riassumere

= Risultati di ricerca fortemente dominati da grandi venditori - barriera all'ingresso per
| piccoli venditori, che ricorrono allora alla pubblicita mirata

" | prodotti pubblicizzati tramite pubblicita mirata sono associati a prezzi piu alti e
venditori di qualita inferiore, rispetto a competitors trovati via ricerca

" | prodotti pubblicizzati tramite pubblicita mirata sono associati a valori di pertinenza
ed intenzioni di acquisto piu elevate rispetto ai prodotti scelti a caso
= Ma guesto effetto scompare dopo aver controllato le ricerche di prodotti precedenti!

" [n poche parole: impatto (diretto) della pubblicita mirata sul welfare (utilita) dei
consumatori? Nuanced
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