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Fig. 1 Trade strategies in ¢-th period
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Table 1 Payoff structure of the stage game

in simple feedback mechanism
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Table 2 Payoff structure of the stage game in RD&TSD mechanism
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Wi RE 200546 H 10 11 HRRHET
R3S 5 50 , IR15 T 35 B 38 & BHE I O 2 53 5
N op o= 345,60 = 267 My = 754,06 = 450. FEDLIH
BH A 10 38 580, 118 RD&TSD HLI T 32 5
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Table 3 Trade security deposit under different expected trade

amount and reputation index

RHF DS : R Er B®
1 7 60 55 39.39
2 3 3 55 55
3 9 120 110 74.35
4 1 100 110 110
5 4 80 99 9%
6 2 101 9% 90.39
7 5 15 350 350
8 15 561 350 290.2
9 5 5 200 200
10 59 223 200 115.8

F4 TREDTHLESDSEHEREMEE - XFR
Table 4 Reputation index increment under different

market condition and trade amount

u =345, ¢ = 267
xBHe | T, RETY I "

1 580 81.06 6 120 20.05
2 220 32.28 7 450 65.17
3 765 94.18 8 15 10.93
4 920 98.42 9 50 13.57
5 79 16.85 10 800 95.54

p =754, ¢ = 450
R wS T, 7

1 580 35.2 6 250 13.35
2 320 16.85 7 650 40.9
3 1380 | 91.77 8 130 8.38
4 800 53.98 9 500 28.27
5 460 25.78 10 198 10.93
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ASCHR H B RD&TSD ML 15 B s i —
B VEF BT E, VRS BMERRLS
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5 T ER S, i B8 R 55 Tl
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F& %0 BTk RD&TSD ML A {UE B b 38 5 B Fn
RH5HREOHE BB TGS & T 8K, Fatid
BRCHLEE I T HRAEEIEE.
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B R B AR RS A ML E, R
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WAL 5 #8538 5y RAIEEAE R 4R, BT LA, RD&TSD
MLEIRERH 1132 5 7 E i B4 D #HATHE.
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PRAIE S BB 38 5 B IL , AU 2080 T 1R
ROt s R0, I AER S RIES SHE
ERCHTRZE 5 WU VIAR 56 , AT B0 32 5 T Wk
15385 , A SO TARTEAR (6 M L 32 5 S AR A
THEE—E 5 FIRE A GBI LE R R
TEELTIL T ESGE: 1) X RERX ST
FREZHBRMIES A, X ME B AT AL .
KhR PRI RE A RIZE RIS 5 TH G R 5 B
T A 2) A SUR R B R SE T K B R SR HRE
SRR TRAMNKNZ S ER, 7T LRBEEM
BB, HALR SRR bR — SR, TE
Pt — IR
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Incenﬁve mechanism for building trust in online market

ZHANG E* 2, YANG Fei', WANG Ying-luo!
1.School of Management, Xi’an Jiaotong University, Shaanxi 710049, China;
2. Shanghai University of Finance and Economics, Shanghai, 200433, China

Abstract: Trade honestly is very important since fraud has been on rise recently and it prevents people from partici-
pating in online electronic markets. Since simple feedback mechanism cannot promote honest trade, this paper pro-
poses a new incentive mechanism, named Register Deposit and Trade Security Deposit Mechanism, which helps to
manage online markets. It not only rebuilds the aggregation of trust signal—reputation index but also uses trade se-
curity deposit to avoid participant fraud and force people to trade honestly. By the behavior analysis between buyers
and sellers with the Register Deposit and Trade Security Deposit Mechanism, we proved that the strategy of honest
trade is not only the Nash Equilibrium in single-stage game, but also the Sub-game Perfect Nash Equilibrium in re-
peated game. Finally, we make simulation experiment on the mechanism with random trade data from eBay online
market, and verify the validity of the mechanism.

Key words: electronic commerce; honest trade; incentive mechanism; register deposit; trade security deposit
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