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In this project, we plan to empirically examine, quantify and compare network
effects from crowds of users and from direct peers in a large video-on-demand

platform and in a mock-up website we developed.

We study how consumers combine social signals from different information channels
at different stages of their search-to-purchase process and we focus on two types of
social information signals: popularity of movies determined by a crowd of users, and

information from friends obtained directly through social connections.

We will answer the following research questions: (a) Do consumers combine product
quality information from friends and from the crowd in their search to purchase
process? (b) How much weight do they assigh to each type of signal during the
different stages of the choice process (search for information and purchase
decision)? (c) How do different product characteristics affect the role of friend-
based quality signals and crowd-based quality signals on the search and purchase

stages of consumer choice?

To answer these questions, we model the search-to-purchase process using a
dynamic structural model that combines a discrete choice model with the classical
optimal stopping framework (Weitzman, 1979). Our model takes into account the
sequential arrival of information that is revealed during the search process as well

as the search cost.

We instantiate the model with data from a video-on-demand (VoD) platform of a

large multinational provider of telecommunication services. We will also instantiate
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the model with data from a lab experiment we are deploying via Amazon Mechanical
Turk. The lab experiment will provide external validity to our model and to the

results that we have so far obtained in the secondary data that we describe below.

The dataset we collected so far includes household-level clickstream data and
transaction data for approximately 261,000 search-to-purchase sessions from more
than 117,000 households during a six-month period (from June to December of
2015). We also have information on the social graph linking these households that
we construct using call detail records (CDRs) from mobile communications among

clients of our industry partner.

Our preliminary results show that quality signals provided by the crowd (measured
by number of likes a certain movie displayed in the system) and those provided by
friends (proxied by the number of social ties that purchased each title) influence
consumers’ evaluation of movies in their choice process. Specifically, friends’ signals
have higher explanatory power than crowd signals in the search stage of the decision
process while crowd information is more relevant in the purchase stage of the
decision process.

Going forward, we will expand the literature on how social signals and network
effects affect consumer decision making and we will contribute to practice, by
identifying and quantifying the impact of specific information items that firms can
leverage upon to help guide and steer consumers’ attention in their search journeys
in online product market places.

The data required to pursue this project is already in hand. Over the next 12 months,
we plan to i) continue developing our review of the literature and expand upon our
theoretical contributions; ii) conduct additional analyses to test the robustness of
our results with particular focus on replicating our results in the experimental
dataset; iii) expand upon our preliminary results, including and exploring additional
sources of heterogeneity in product and user characteristics in our data; and iv)
present these results at conferences and workshops to obtain feedback that will

inform i), ii) and iii).
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3000
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