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Question

What should PhD students study about privacy?
1 What is the equation?
2 What does digitization change?
3 How can we inform policy?
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Question

What is the dependent variable and what is the explanatory
variable of interest when we study privacy?



Varian 1996

Let us think about how privacy concerns enter a basic
transaction. Suppose the seller has many different kinds of
apples (Jonathan, Macintosh, Red Delicious, etc.) The buyer is
willing to pay at most r to purchase a Jonathan, and 0 to
purchase any other kind of apple.
The buyer will in general not want the seller to know r , the
maximum price that he is willing to pay for the item being sold.
If this information were available to the seller, the seller would
price the product at the buyer’s maximum willingness to pay,
and the buyer would receive no surplus from the transaction.



But how does privacy enter a utility function?

Figure: Do people mean this?



Ask yourself?

• Do you think privacy enters into a utility firm directly or
indirectly?



Easiest to hardest equations to operationalize:

• Privacy regulation affects X (Miller and Tucker, 2009;
Goldfarb and Tucker, 2011) + Many great GDPR papers
↓
• X affects how consumers value privacy or treat privacy



The Privacy Paradox

Figure: Susan Athey, Christian Catalini and Catherine Tucker (NBER
2018)
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Initial Introduction of Privacy to Academia



The economics of digital intrusion has changed

Figure:



What economic implications can we think about?

1 data persistence
2 data spillovers
3 data repurposing



Data persistence: But our privacy preferences change
over time leading to dynamics: (Goldfarb and Tucker,
2012)

Figure:



Data spillovers: Genetic (Miller and Tucker, 2017) +
Visual Data (Augmented Reality, Facial Recognition):

Figure:



Data Repurposing (Miller and Tucker, 2018)

Figure:



Provocative viewpoint: Given this why is the debate on
digital privacy so focused on advertising?

1 data persistence
2 data spillovers
3 data repurposing



Big Picture

Traditional models of the economics of privacy need to also
reflect
• Data persistence and dynamics implied
• Data repurposing and uncertainty implied
• Data spillovers and lack of control or choice implied
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Congressional testimony (which I made you read)

• A piece of personal advice....



Some notes on the framing of the issue

• How the privacy debate has moved from privacy to
data-based discrimination to algorithmic bias



Why might algorithms be biased?

• Biased Programmers
• Biased training data
• Bias is learned from humans interacting with the algorithm



What can economists do to inform the algorithmic bias
debate

• Explore areas where we can understand the mechanism
which might explain algorithmic bias (Lambrecht and
Tucker, 2018)
• Point out counterfactual thinking and the existing

economics literature (Cowgill and Tucker, 2017)



Your task: Think up your ideal paper that you would
write now to inform your congressional testimony in
2030

• Points for imagination
• The privacy debate was reframed as algorithmic bias in

2019. Back to privacy in 2021. You need to think about
how to inform the framing?
• What do you think the big policy issue about data will be?

What will be sensitive and private data in 2030?



Some of my ideas

1 Are there ways of measuring privacy preferences?
2 Do consumers value personalize advertising?
3 Do consumers distinguish between data privacy and data

security?
4 Do consumers have hyperbolic discounting when it comes

to future data use? How can we characterize uncertainty
over data reuse?

5 Is there any win on the idea of ‘privacy competition’ Or is
there always a tradeoff between privacy and competition?

6 Do sectoral or unified approaches to privacy competition
work better?

7 What about privacy-protective technologies? Transaction
costs or worthwhile?

8 Please study government surveillance



https://www.allourideas.org/privacy_paper_congress

https://www.allourideas.org/privacy_paper_congress


Returning to the idea of what is different: Punchline

1 data persistence
2 data spillovers
3 data repurposing



Thank you! Time for questions and for you to tell me
about your work.

cetucker@mit.edu
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