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The paper - summary and results

The author analyzes the relationship between the degree of competition
and the incentive to exert costly effort in the context of an online booking
platform.

The theoretical model shows that higher entry costs generates fewer
competition (reducing the number of hosts relatively to the number of
guests) implying a higher probability of hosts exerting effort in order to
build better reputation in the future.

Exploiting a change in regulation in the market of short-term rentals on
digital platforms, empirical analysis shows that there exists a statistically
significant negative impact of the number of competitors on ratings
about hosts’ effort.
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Discussion — Empirical analysis

| use two rating categories as proxies for hosts' effort: check-in and com-

munication.

In the theoretical model, guests’ decisions is based upon hosts’ effort,
signalled by informative reviews. Very often, consumers tend to use
peripheral routes to make decisions (Filieri and McLeay, 2014), such as
average overall ratings — rather than individual category ratings. In
the listing page, only the overall rating is shown.
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Discussion — Empirical analysis

| use two rating categories as proxies for hosts' effort: check-in and com-
munication.

Further, are these two categories really the best proxies for hosts’ efforts?
Or, at least, the best proxies for the reputation building process for
which you are interested in? More and more often, these categories are
medium-term investments such as cleaning services, without personally
involving the host.
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Discussion — Empirical analysis

| exploit the correlation between ratings about check-in and communication,

and the rating regarding listing's location, that should not depend on
hosts’ effort.

Wide debate in the Airbnb community over the location category. Ap-
parently independent on hosts’ effort but Airbnb framed the category
as such: "Was the guest made aware of safety, transportation, points
of interest and special considerations like noise or other situations that
might affect their stay?”. How is it perceived by guests?
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Discussion — Empirical analysis

[T]he rating inflation on the platform can be partially attributed to the
Airbnb bilateral review system and the related strategic considerations of
hosts and guests.

In addition to reciprocity in review behavior (Dellarocas and Wood
2008), other explanations of these rating bubbles are under-reporting
bias, i.e., consumers with more extreme opinions are more likely to
write reviews (Schoenmueller et al., 2020) and social influence bias,
i.e., the tendency of consumers to conform to the social norm (here,
prior average ratings) (Cicognani et al., 2021).
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Suggestions for extensions/future research

e The ordering of search results might affect how guests view hosts’
rooms: after narrowing down their search, this variable can influence
their decision-making process in addition to price and
reviews/reputation.

e Using sentiment analysis and text mining techniques on written
comments to better measure, jointly with star ratings, the hosts’
effort (Ghose and Ipeirotis, 2011; Phillips et al., 2017).
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Suggestions for extensions/future research

e Exploiting regulation on digital booking platforms implemented in
other cities requiring to collect occupancy taxes and ensuring that the
properties listed on the site comply with zoning and safety rules; e.g.,
Palm Beach County, Florida, USA, in June 2019; Rimini, ltaly, in
June 2021.

e Adapting a similar reasoning in energy retail markets: is the increase
in competition stimulating efforts in providing a quality service to
consumers?
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Thanks for your attention!

marco.magnani@unipd.it / mmagnaniQarera.it
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