Is there an Individualization GPT?

Individualization is a general- Move from
purpose technology, creating aggregate
ability to measures to

Recognize individual people, items, and > Individual
information measures.

Remember relevant information and to learn
from current activity,

React on an individual basis to the available
knowledge and demands.




Applications of the
Individualization GPT
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Individualized recommendations based on
searching or ownership.

“Personal numbers” such
as credit scores.




Quote the Right Price
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Individualization Requires Authentication

Authentication is the ability to identify an individual user or device.
Authentication answers the question “Who are you?”

Authentication Cave of the 40 Password ATM Secure Web
Element Thieves Login Machine Server to Client

1. What is authenticated? Anyone who knew  Authorized user Owner of a bank Web site owner
the password account

2. What is the The password Secret password  ATM card and Public key within a

distinguishing “Open, Sesame” PIN certiftate

characteristic, token, or

authenticator?

3. Who is the proprietor, The forty thieves Enterprise Bank Certiftate

system owner, or owning the authority

administrator? system

4. What is the Magical device Password Card validation  Certifrate

authentication mechanism?  that responds to validation software validation software
the word software

5. What is the access Mechanism to roll ~ Login process, Allows banking  Browser marks the

control mechanism? the stone from in access controls  transactions page “secure”
front of the cave

Table 4-1: Elements of an authentication system

Source: Adapted from R. Smith (2002)




Improving Information Precision
Improves Association

Association is the ability to ability to connect observable online choices with a customer profile.
Association answers the question “What are you?”
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The Precision-
Permission Graph

T INSTRUCTIONS ' Improving identification
Precision - Permission Graph means better authentication
Collaborative and association.

Transaction History

Currently, the precision
of information requires

il Log increasing levels of Net
T user cooperation with a
site.

Data Overlay

Permission

Cookies Hidden Pixel

As the Individualization

Web Log

Passive GPT deve|OpS, th'S

Low Information Precision

becomes automated
and possibly less
dependent on
permission.




Software

<-- save cookie value used by
<-- set expiration date and path server
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Sothebys.com

Typical cookie text




Hidden Pixels let measurement
companies also set cookies.

Only a server writing a file to your
browser has the right to write a
cookie.

Q: How to outsource measurement

to another company such as
?




Registration Improves
Accuracy

@N“M.comm

=5 SAVETHIS

Home | Login | Tour | Help

Sign Up for a free SAVE THIS/EMAIL THIS account

Create your free, permanent SAVE THIS accourt to access your saved links from any
computer or Web connected wireless device... any time, any place

After you sign up, the links you saved will be added to your permanent accourt. Access all of

your saved links at wwwwy savethis com.

Required fiefds are marked with an asterisk (")

E-mail |
Address *
User ID

Create
Password *
Confirm
Password *
ZIPPaostal Code

Morth  Day Year

Birth Date * a1 =01 _1,197

Enter you email address

10 characters maximum, no spaces
Your UserlD is shown when sharing
links.

10 characters maximum, no spaces
Paszwords are case sensitive

Confirm your password by re-typing.

“You must be 13 years of age or older in
orcer to sign up

[ 1 agree to the Terms and Conditions *

I | would like to receive updates about SAVE THIS, EMAIL THIS and cther great tools

oftered by Clickahility

Cancel Sign Up

Create a user-
specific
reqgistration
system, based on
values provided
and verified at the
individual level.

Transactions and
additional data
Improves details
even more.




After authentication and
association comes individualized

Individualized interaction is the ability to present customized information,

services, or products.

Interaction answers the question “What to do?”

A user arrives - what to show?
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Bayesian Learning

Prior
Posterior

Observation




A Fundamental Lesson That Arises from
|dentification: Customers Vary Greatly in

Profitability

Typical results from ranking by
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Does a business only worry about current
customers?! How do we extend this to the future!

Relevant variables:




Formula for a constant
series

® Discounting means that a series of payments every
period forever has a net present value.

® Example:

Profit of | per period, 10 periods $5.02
25 periods $6.46

100 periods $6.67

Formula $6.67




Customer Lifetime Value

® Individual level profitability




Example of Lifetime
Value

® Profit constant at $275 per year, Retention
rate constant at 90%.Discount rate constant
at 10%, 5 year horizon.




Bayesian Decision
Making

® Use Bayesian learning to update probabilities.

® Use LTV to help assign value of different
events.

® Choose the action that maximizes profits
given the observed actions.




Summary

® General purpose technologies dynamically
shape the economy.

® Internet developments are being driven by

three GPTs
e Digital,

Network, Individualization

Individualization allows a much richer set of

economic s
full market.

trategies — individual focus, not the




