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1 I want to thank Jose Signoret and Vanessa Arce for useful conversations and Yale Braunstein and Maarten Sierhuis for 
useful comments and suggestions. 
2 This interpretation may include utilitarian approaches as well as well-being metrics as described in Hedonic Psychology 
(Kahnemann, Diener & Schwartz, 1999). Langheinrich (2002) provides different definitions of privacy. Our definition is 
closer to the one provided in Westin as described in Langeheinrich. 
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3 Varian (1998) provides a discussion of markets for information goods. 
4 There are obviously further non-economic concerns regarding release of private information and private patterns of 
transactions relating to security, prosecution, and surveillance, which we are not explicitly dealing with here. 
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5 See Chapter 10 of Rubinstein and Osborne for a technical introduction; Acquisti (2002) provides a less technical 
discussion and references.  
6 A proposal for strategyproof systems is described in (Ng, Parkes & Seltzer, 2003). 
7 Alfie Kohn argues that such incentives schemes only provide compliance temporarily and in the long run they cause more 
harm than good (Kohn, 1999). 
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����������.���������!������������$��������������������������������������������!��������.�����
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8 Alfie Kohn (1999) provides arguments against the behaviorist approach to psychology and discusses that incentive 
schemes only provide temporal compliance but not aggregate well-being. Revelation of privacy information seems to 
follow the same vein of temporal reward for future cost. 
9 For a modern treatment of bargaining theory Muthoo (1999) offers a discussion of models and applications. 
10 For a thorough discussion of social preferences and the notion of fairness Rabin (1993) offers a literature review and a 
model that deals with actors being willing to harm themselves to punish an unfair counterparty. 
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11 See Martin Fishbein’s work. 
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