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Overview

This document presents the results of a review of concerns related to Professor Benjamin (Ben) G.
Edelman's conduct raised in conjunction with his case for promotion to tenure (see [Exhibit 1) and
referred to the Faculty Review Board (FRB). At Dean Nohria's request, the FRB was convened in
accordance with HBS policy. We considered two incidents that occurred during 2014: the first, in
January, involved Professor Edelman's blog posting about Blinkx, and the second, in December, related
to interactions with a local restaurant, the Sichuan Garden. In addition, we considered concerns that
had been raised about a range of interactions between Professor Edelman and staff at HBS (see

. Over the summer and early fall, the FRB reviewed documents and other materials,
including Professor Edelman's statement to the FRBRExhibit 3) knd his personal statement submitted
in conjunction with his promotion package [Exhibit 4|, and conducted a series of interviews to
evaluate these incidents.

The FRB's mandate in this instance is to evaluate whether a promotion candidate meets the School's
criteria for "Effective Contributions to the HBS Community." As set forth in our "Policies and
Procedures With Respect to Faculty Appointments and Promotions, "[a]ll successful candidates must
uphold HBS Community Values, accept a fair share of School responsibilities, and contribute to the
community." Our statement of Community Values defines a set of principles that all stakeholders of
the School—students, program participants, faculty, staff, and alumni—agree to abide by as members
of the HBS community. These principles, also referred to as our Community Standards, are the
following:

* Respect for the rights, differences, and dignity of others
* Honesty and integrity in dealing with all members of the community
* Accountability for personal behavior

In addition, as our promotions criteria make clear (page 6, section 13), "[a]ll recommendations for
promotion... must be supported by persuasive evidence that the following requirements are met:

* The candidate displays honesty, integrity, and respect for others, including faculty,
students, and staff.

* The candidate accepts his or her fair share of the School's administrative, mentoring, and
teaching responsibilities.

* The candidate contributes to the teaching and research environment of the School.

* The candidate advances the School's mission and those activities that support and foster
it."

This report is organized into Findings and Assessment. In the Findings section, we evaluate whether
the conduct outlined in the July 31, 2015 letter to Professor Edelman is consistent with our
Community Values and our criteria for Effective Contributions to the Community. In our Assessment
section, we examine whether Professor Edelman's prior conduct, which we found was inconsistent
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with our values and criteria, is likely to recur or whether there are tangible signs that Professor
Edelman has learned from these incidents and experiences.

Findings

This section presents findings in three categories: Blinkx, Sichuan Garden, and interactions within
HBS. Each section includes a brief summary along with exhibits that provide greater detail.

Blinkx — January-April 2014

On January 28, 2014, Professor Edelman posted "The Darker Side of Blinkx" to his benedelman.org
website (see|BIinkx Exhibit 1, Original Post)l The piece alleged deceptive advertising practices by a UK
company named Blinkx and reported on investigative work Professor Edelman had done to uncover
these practices as part of a paid consulting project.

The Blinkx stock price fell dramatically soon after the blog posting, and prominent media reports
speculated that several large investment firms had sold the Blinkx stock short (see, e.g., Blinkx Exhibit
2, "Harvard Prof's Blog Post Slashes Blinkx Stock Price 21%").

The matter first came to the School's attention when a Bloomberg News reporter contacted Marketing
& Communications to inquire about the posting and with the following questions (see Blinkx Exhibit
3):

My main questions are: What is Harvard Business School's policy about a professors (sic)
publishing a report financed by an investment company that has a stake in its outcome? What
is your view of Professor Edelman’s disclosure of his consulting agreement in his blog post?
Was it adequate to satisfy HBS's conflict-of-interest policy? If so, why? And, if not, why not?
Should he have noted that the consulting agreement was with an investment firm that may
have a stake in the outcome of his research? If no, why not? And, if so, why?

The conflict of interest statement Professor Edelman had included on his blog post was:

| prepared a portion of this article at the request of a client that prefers not to be listed by
name. The client kindly agreed to let me include that research in this publicly-available posting.

Beginning with the outreach from the Bloomberg reporter and in the ensuing days, staff from
Marketing & Communications and the Dean's Office, with input from the chair of the working group
that implemented the School's Conflict of Interest and Outside Activities policies, interacted among
themselves and with Professor Edelman to respond to numerous media inquiries. In addition, HBS
evaluated its potential responsibility in the event charges of market manipulation were brought
against Professor Edelman.

On February 4™ and Sth, Professor Edelman updated and expanded his disclosure on the blog:

This article draws in part on research | prepared for a client that sought to know more about
Blinkx's historic and current practices. At my request, the client agreed to let me include
portions of that research in this publicly-available posting. My work for that client yielded a
portion of the research presented in this article, though I also conducted significant additional
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research and drew on prior work dating back to 2004. My agreement with the client did not
oblige me to circulate my findings as an article or in any other way; to my knowledge, the
client's primary interest was in learning more about Blinkx's business, not in assuring that | tell
others. By agreement with the client, | am not permitted to reveal its name, but | can indicate
that the client is two US investment firms and that | performed the research during December
2013 to January 2014. The client tells me that it did not change its position on Blinkx after
reading my article.”

As the HBS Conflict of Interest policy makes clear, “HBS faculty members share a primary interest in
advancing the School's mission and core values, which include assurance of personal and institutional
integrity; independent, objective, and ethical scholarship; accountability for actions and conduct; and
preservation of the School's standing as an institution worthy of public trust. Arguably, the School's
greatest asset is its reputation for scholarly integrity in the creation and dissemination of knowledge, a
reputation that benefits all members of the Harvard community.” Faculty members thus are expected
to disclose their underlying relationships if those relationships could be seen as reflecting on the
impartiality of their work.

In his response to the FRB's initial letter notifying him of the review, Professor Edelman reports
understanding the seriousness of the issues that were raised. He characterized his Blinkx disclosure as
an example of "bad judgment." He also noted that it led to people seeing him "as a hired gun serving
short selling investors"—a view, as he noted, "media attention tended to endorse." He asserted that
certain statements in the media reports, such as the suggestion that "the client . . . paid for Edelman's
article," were "literally and importantly inaccurate." According to Edelman, the client paid for some of
the research, but not for the article.” He continued, explaining that the clients "couldn't have known
what | would find or whether | would choose to write about it."

Professor Edelman concedes that his initial disclosure on the blog was "arguably ambiguous."
Professor Edelman's statement to the FRB also recognized that he "should have provided superior
clarity." He promised to be more careful in the future and to "consult more often with appropriate
HBS staff."

While HBS faculty are required to report outside activities to the Dean, we learned that Professor
Edelman had himself crafted the confidentiality agreement that precluded him from revealing the
client's name. We also learned that, consistent with his prior practices, Professor Edelman insisted
upon the right to publish findings he would discover during the consulting project ("l accepted the
project, subject to my standard requirement that information drawing solely on public sources must
remain freely available for me to share with others if | wish, and cannot be subject to a confidentiality
agreement.").

In assessing Professor Edelman's assurance that he would provide greater clarity and be more
thoughtful in the future when hired as a consultant, the FRB reviewed video from the UK Investor

! The FRB was unable to determine from Professor Edelman's carefully worded revised disclosure whether
the client (i.e., the two investment firms) changed positions on Blinkx before receiving Professor Edelman's
report (possible under the wording that was used), after receiving Professor Edelman's report but before
reading his blog (also possible under the wording that was used), or not at all.

2 We do not credit the distinction Professor Edelman is trying to make between a client who paid for the
research that would result in probable publication, versus paid for an article that summarizes the research.
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Show in April 2014—three months after the incident first came to light. There, Professor Edelman
reiterated his approach to consulting in response to questions from the audience and moderator: "I'll
give [the information] to you, do what you want with it, | don't care what you do with it, but if there's
anything notable, | will probably write about it on my site just as | have always done."” Professor
Edelman’s statement at the UK Investor Show seemed to contradict his representation to the FRB that
his clients could not have known that he would write up the findings.

In any event, Professor Edelman's long-standing practice of explicitly asserting, in advance, his right to
publish the findings of not just his research work, which is expected of our faculty, but also his outside
consulting work made it possible that clients would anticipate this possibility {(or even count on its
probability) in hiring him. Professor Edelman failed to recognize the possible intersection between his
publication activities and the ability of a client to engage in market timing, and his initial disclosure did
nothing to inform readers of the possibility that his client, which hired him to conduct the research,
could benefit from his findings because it had a stake in the subject of his research. HBS’s Conflict of
Interest policy imposes “a requirement to disclose outside activities and financial holdings as a way to
promote transparency and, as a result, to enhance the public's trust in the independent and objective
nature of our scholarship. Public disclosure of relevant outside activities and financial interests helps
consumers of the relevant work (i.e., readers and listeners) to identify potential conflicts and interpret
work products with appropriate care. In the end, greater transparency should enhance the credibility
and impact of our scholarly work.”

Finally, it is worth noting that the FRB met with senior faculty members from the NOM Unit. They
emphasized Professor Edelman's good intentions and suggested he was a victim of circumstance,
misunderstanding, and even ensnarement. They further expressed the view that his good intentions
outweighed the problematic consequences of his actions. Nonetheless, they thought he could benefit
from additional coaching and development.

Sichuan Garden — December 2014

In December 2014, Professor Edelman engaged in a series of email exchanges with the owner of a
Brookline restaurant, the Sichuan Garden. Noticing the discrepancy between prices on the menu
published on-line and those charged when he picked up his take-out food, Professor Edelman initiated
an email exchange with the restaurant owner, requesting a refund. The exchange was sent by the
owner to boston.com and soon went viral (see|Restaurant Exhibit 1)4| Many of the stories and the
thousands of comments posted in response to the stories portrayed Professor Edelman's insistence on
a $4 refund as out of touch with the challenges facing a small business and characterized his tone as
arrogant.

Faculty, staff, alumni, and students at HBS and Harvard soon found themselves faced with questions
about the incident from colleagues, from family members, and from others. The Dean's Office
received dozens of emails suggesting that the exchange reinforced negative stereotypes about
Harvard and its faculty and expressing significant dismay that HBS was being portrayed this way (see
Restaurant Exhibit 2). The School's externally facing groups (e.g., Publishing, Executive Education)
fielded numerous inquiries from clients expressing concern. Even faculty speaking at global events in
support of the Capital Campaign reported that it was challenging to divert questions about this issue
back to the desired agenda of HBS innovations.

3 http://www.dailymotion.com/dm_50fbf1d73b7c9; at 46:55.
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Countless hours, across the organization, were devoted to responding to notes and comments. An
MBA student, concerned that the incident reinforced negative stereotypes about the School, launched
a program, encouraging donations to a Boston Food Bank, with the hope that something positive
would come out of the incident; the program raised more than $6,500 (see Restaurant Exhibit 3).

With assistance from his Unit colleagues, Professor Edelman eventually crafted an apology to the
restaurant owner (see Restaurant Exhibit 4).

In his written response to the FRB, Professor Edelman apologized for his "hard tone" in the email,
recognizing that the interested public could readily have gotten a negative view of him as a result. He
also argued that his tone had the effect of obscuring the merits of the case, which were, in his view,
considerable.

Professor Edelman argued in his FRB response that he sensed that "the restaurant's conduct was
intentional"—in contrast to the media characterizations of the menu prices as a "mistake"—which
motivated him to spend the time to try to change the restaurant owner's behavior. He estimated that
the restaurant had likely collected "tens of thousands of dollars"” from the menu discrepancy,
assuming that customers would have made different selections had they seen the new prices of a
dollar more per item.

Professor Edelman's senior colleagues in NOM again emphasized his good intentions and desire to
save customers from fraud, while acknowledging his poor judgment and lack of foresight to consider
how the exchange might be perceived by others. Some saw Professor Edelman as the victim of a
clever restaurateur, seeking to leverage and publicize the situation, given Harvard's visibility and
brand.

HBS internal/staff interactions

This category encompasses interactions with staff related to issues ranging from travel policy to
classroom technology, case copyright, and business cards. Each has been characterized by the
approach the FRB witnhessed in the Blinkx and Sichuan Garden incidents: a desire to redress what is
seen as a wrong and persistence in realizing that goal.

Professor Edelman acknowledges awareness of these extended staff interactions, noting, "in every
instance, my primary motivation was to make HBS the best that it can be." He asks us to acknowledge
his "notable successes" in these efforts, which, for example, he points out, helped us avoid a
"significant blunder" HBS would have otherwise made (related to a planned change in classroom
projectors explained below). Professor Edelman also recognized in his response that, although he
sees his "purpose as positive ... others might feel differently, particularly when | opine on areas that
are beyond the scope of responsibility of a faculty member."

We reviewed a number of extended interactions between Professor Edelman and different staff
members. The two examples below are illustrative of his interactions with others.

One set of interactions began in 2013 when Media Services started to plan an update of classroom
projectors. Concerned that the planned change, as Professor Edelman explained in his statement to
the FRB, "would have reduced usable projection screen size in all MBA classrooms by 31% with zero
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notice to faculty—making some slides unreadable, harming learning, and perhaps rattling some
instructors or otherwise impeding their efforts at the crucial start of the fall semester," he
communicated his concerns first with Kate Targett (Director of Media Services). Following that
interaction, emails were sent or meetings were held with Steve Gallagher and Angela Crispi as well as
various faculty members engaged in MBA Program leadership and the Academic Technology Steering
Committee, including Professors Youngme Moon, Rawi Abdelal, and Felix Oberholzer-Gee. Professor
Edelman initially sought to halt the project entirely; when that was not deemed feasible, he requested
that a single classroom (his) be exempted from the upgrade (see|HBS Exhibit 1)l Ultimately, the
project did move ahead, although it happened later than originally planned (because of cost), and
Professor Edelman was not given a personal exemption.

A second set of interactions related to travel. Professor Edelman had begun selling business class
upgrades to NOM colleagues, allowing them to book international travel at a reduced rate (and, in
Professor Edelman's mind, help his colleagues to "save [their] limited research budget for other
expenses") (see HBS Exhibit 2). While this effort was undertaken to save the School money, managing
the expense reimbursement forms took considerably longer than average for the Financial Office staff
and the staff at Harvard University (who had to process additional payments to Professor Edelman).
The School's CFO, Rick Melnick, spoke with Professor Edelman, and he agreed to stop the practice.
While we appreciate Professor Edelman agreed to cease the practice of selling upgrades for business
travel, this was not the first time he was approached about his complicated travel practices.
Previously, Professor Edelman had booked travel—both for himself and for colleagues—that entailed
purchasing multiple tickets and using partial legs, a practice that is generally not encouraged and
indeed may be prohibited by many airlines. This, too, had resulted in a call from the CFO, as the
reimbursements were hard to untangle and it was difficult to track which legs were used when over
multiple months. Moreover, while we understand that Professor Edelman is no longer monitoring
upgrades for business-related travel, the FRB learned that he continues to monitor and use expiring
upgrades across the NOM faculty, now largely for non-HBS travel.

* % %

In examining all three areas—Blinkx, Sichuan Garden, staff interactions—the FRB finds that Professor
Edelman did not uphold the School's Community Values, and his conduct in each instance did not
meet the criteria for "Effective Contributions to the HBS Community." In his dealings with Sichuan
Garden and with staff at HBS, he did not demonstrate respect for others or for their commitment to
the School. His tone was overly harsh, his approach was dogged, and he demonstrated a lack of
appreciation for a difference of views. In connection with Blinkx, he failed to recognize that as a
faculty, integrity in our activities—both real and perceived—is at the core of what we do. Across all
three areas, his actions reflected a repeated inability to understand and adopt not just the technical
requirements of the School's policies, values, and standards, but the underlying principles they
convey.

Professor Edelman has consistently exhibited a tendency toward absolutism and extreme certainty
that his view is the right view. His apparent certainty that his is the single right perspective, without
regard for others’ perspectives, was evident in his written and oral response to the committee and
was mentioned (although not always as a weakness) by senior colleagues. We do not see persuasive
evidence of accountability for personal behavior that would reflect evidence of learning. Although
Professor Edelman might argue that his work is in fact "making a difference in the world" and is
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consistent with the School's mission, we would suggest that how he goes about his work matters and
is essential to our Community Values.

See Page 11 for a Table of Contents of the full set of exhibits included with this report.
Assessment

In this section, we assess the implications of our findings. We identify two areas of concern: external,
related to the potential for risk to the institution and “the public’s trust in the independent and
objective nature of our scholarship,” and internal, related to respect for others inside the institution.
In terms of the external risk, there are two types. One relates to conflicts of interest or the
appearance of the same, exemplified by the Blinkx incident, and the other relates to perceptions of
character and image, exemplified by the Sichuan Garden incident as well as his interactions with staff
at HBS.

In this regard, we sought to answer the following inter-related questions:

1) Did the issue ultimately get resolved in a satisfactory way? What is the evidence of learning that
will shape future actions? Has learning associated with one incident led to different behavior in
another?

2) Given the above, what is the risk going forward? Will closer supervision be sufficient? Or will the
fact of Professor Edelman's having a broader platform post-promotion (and the assurances of
tenure) increase the risk of similar incidents in the future? What assurances do we have that he
has changed?

The FRB anticipated that its fact-finding work and interviews would lead it to one of three possible
assessments: (1) no concerns, {2) concerns, along with sufficient confidence that learning and change
had occurred such that any risks moving forward were mitigated, and (3) concerns that should be
taken into account in the promotions process. The FRB agreed—after lengthy review and discussion—
that we had arrived at the third option. We were unanimous in our assessment that neither option (1)
nor (2) captured our views.

Blinkx, Outside Work, and Disclosure

With respect to the Blinkx events (consulting work, blog, and subsequent London talk), the FRB
appreciates Professor Edelman's acknowledgement that he "should have provided superior clarity."
Yet, we are not confident that superior clarity has been or will be provided in the future. Professor
Edelman's handling of his conflict of interest disclosure during his London talk, months after the
incident, reinforced our view that he fails to understand the fundamental concept of conflict of
interest disclosure, or to appreciate the importance of disclosure to the integrity of his work and,
ultimately, the work of the full faculty.

The incident raises questions for the FRB about whether Professor Edelman's approach to managing
and reporting on outside work is compliant not only with the letter and the spirit of HBS policies on
Conflict of Interest and Outside Activities but also with our Community Values. The FRB is aware that
Professor Edelman has filed annual reports regularly, but we urge the Dean to review the reports to
ensure they are both comprehensive and appropriately transparent before the Appointments
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Committee's review of his case is completed. We also recommend assessing the congruence between
the personal NDAs that Professor Edelman requires clients to sign and the HBS and University policies.

In terms of managing his outside activities, the FRB found that Professor Edelman did not appear to
understand that his own zeal for righting a wrong could call into question the integrity of his writings,
as well as the integrity of faculty work more broadly and the reputation of the School—that a single-
minded focus on redressing one wrong could, nonetheless, enable other wrongs to occur. In addition,
Professor Edelman did not seem to understand that conflicts of interest, real or perceived, could arise
not only when he had been paid directly by a company for his work, but as a result of past work for
clients in the same industry or field.

The FRB is concerned that the issues raised by the Blinkx episode and with Professor's Edelman's
approach to disclosures relating to his consulting work would not resolve themselves simply with a
potential change of status from untenured to tenured professor. We are concerned that the Dean's
Office and other HBS and University officials may have to expend a disproportionate number of future
hours on risks posed by the conduct of a single faculty member, particularly with regard to his outside
activities.

The FRB was also concerned about Professor Edelman's approach to transparency. We struggled with
the apparent contradiction between Professor Edelman's insistence on transparency for adware
companies and restaurants and his reluctance to embrace transparency in his own agreements with
clients or disclosures to readers. He fails to appreciate that “[i]n the end, greater transparency should
enhance the credibility and impact of our scholarly work.”

We also struggled with the seemingly contradictory assertions by Professor Edelman that he is
working to make the world better (and HBS should trust his interpretation of what will and will not
make the world better) and that he does not have to care about his consulting clients' goals and
intentions. We were unable to understand how he resolves competing values or to determine
whether he is able to see values that do not align with his position. For instance, when the value of
reducing company advertising budgets (and/or helping companies—and indirectly consumers—reduce
spending on deceptive ad practices) is pitted against the value of avoiding helping investment
companies gain from short-selling stocks as a result of advantageous access to information, which
"value" is more important in making a better world cannot be easily determined. Both values may be
important, and we do not have confidence that he gives weight, or perhaps even recognizes,
competing values presented by complex situations.

In the aftermath of the Blinkx blog and media inquiries, Professor Edelman was coached by senior
colleagues and agreed on the need to be more thoughtful about his consultancies and his disclosures
about his consultancies. Yet, Professor Edelman's decision to participate in the April UK Investors
Show and the tone set at that conference by him (and the moderator) seemed to the FRB to be at
odds with this assertion.

A small additional point: the extent of Professor Edelman's outside work policing the internet for
clients and for the world struck us as potentially extremely high. We wondered whether it was
necessary {(or even possible) to determine that this work involves fewer than 400 hours a year (roughly
a day a week). It was framed by Professor Edelman, variably, as outside work, as research, as a hobby,
and as something he does instead of sleeping, giving the FRB the impression that he may spend a
great deal more time than is optimal for HBS faculty on outside work.
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Conduct in Community/External interactions
The FRB also is not persuaded that incidents like the one involving Sichuan Garden will not recur.

Professor Edelman stated that he was deeply sorry that it happened and that he learned the hard way
that as a Harvard faculty member he was vulnerable to press exposure, which was reassuring. We
also found, however, that Professor Edelman continued to believe he was in the right, pointing to
price discrepancies and insisting the restaurateur reimburse past customers. He noted in his letter
and his in-person comments to the FRB that the restaurant was large and successful—not an
unsophisticated small business, as portrayed widely. He emphasized in his response that "the facts
firmly contradict" the conclusion that he (Professor Edelman) was acting selfishly and that Sichuan
Garden was unaware of its practices that cheat customers. Professor Edelman, along with his senior
colleagues interviewed, indicated that it would be difficult for him to avoid taking similar action in the
future, although Professor Edelman stated that he would try to be more careful about his tone.

We were somewhat concerned by Professor Edelman's senior unit colleagues' framing of the event as
one in which a company that was "ripping everyone off who orders online" engaged in "deceptively"
releasing "selected emails"” while consistently "refusing to do what Professor Edelman asked him to
do." Their expressed view that the restaurant owner was taking advantage of Professor Edelman
because "he was a Harvard Professor" may have merit, but it overlooks the broader ramifications of
his interactions for him and for the School. While the FRB recognizes that there are two sides to every
interaction and does not have reason to doubt that Professor Edelman was trying to do the right thing,
we believe that it is incumbent upon faculty to be sensitive to how we interact with the community,
locally and around the world. In short, we do not question his good intentions; we question his
judgment in his interactions with a local business—particularly coming so soon after the Blinkx
incident, when the issue at heart (e.g., how he was or could be perceived by others) was so similar.

With respect to the internal HBS staff interactions, we have concerns about the extent of Professor
Edelman's awareness of the impact his actions have on staff colleagues, their workload, and their
need to balance broader School-wide considerations. It is often difficult to see the full picture, in
which many dimensions (cost, impact, staff time) must be considered together. Professor Edelman is
laudably committed to "making the School better" and yet seems not to recognize that his views of
what makes the School better are his opinions (not facts) and that those on the other side of each
issue very likely also believe their side has merit—and that following Professor Edelman's different
advice might not, in their view (informed by their roles or expertise), actually improve the School.

Assessment of learning, change, and risk of recurrence

In its discussions about all three sets of events, the FRB had concerns about the extent of post-event
learning and thus about the risk of recurrence. As noted, we have concerns about Professor
Edelman's tendency toward absolutism, which appears to influence his judgment about whom to
protect, what to report, and what constitutes a conflict or the appearance of a conflict. (This
behavioral trait shows up in his writing and his interviews with us as well as in his senior colleagues'
descriptions of his behavior.)

We found a consistent pattern in Professor Edelman's responses: apology followed by reiteration of
the merits of his side of the story. For those on the receiving end, this kind of apology often falls
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short—and feels insincere, even if intended sincerely. His tenaciousness in reemphasizing the
rightness of his side of a story makes it hard for us to be confident that he has learned, that he has
changed in a deeper way, or that he is accountable for his personal behavior. We would like to see
more evidence that he truly recognizes the other side of each story, views himself less like a victim,
and has become more aware of his own contribution to the problematic situations. In terms of his
own learning from these events, we are convinced that Professor Edelman regrets the publicity and
perceptions surrounding his actions, but we are not persuaded that he regrets the actions themselves
or sees any real problem in the approaches that he took.

When we considered Professor Edelman's certainty, together with his tenaciousness, we were left
with a concern about whether he is able, without close guidance, to know when to let go of an issue
and recognize an alternative perspective, for the broader good of the institution and/or the
community members within and outside the institution. These characteristics, as reflected in the
Blinkx and Sichuan Garden matters as well as in his interactions with others at HBS, made us question
whether Professor Edelman can make effective contributions to the HBS community in accordance
with our Community Values.

For the reasons described above, the FRB finds that Professor Edelman's conduct in connection with
Blinkx and Sichuan Garden as well as his interactions with staff, as exhibited by the projector and
travel examples, was inconsistent with the School's Community Values and did not constitute effective
contributions to the HBS community.

Summary of Recommendations

In examining all three areas—Blinkx, Sichuan Garden, staff interactions—the FRB finds that Professor
Edelman did not uphold the School's Community Values, and his conduct in each instance did not
meet the criteria for "Effective Contributions to the HBS Community." In his dealings with Sichuan
Garden and with staff at HBS, he did not demonstrate respect for others or for their commitment to
the School. His tone was overly harsh, his approach was dogged, and he demonstrated a lack of
appreciation for a difference of views. In connection with Blinkx, he failed to recognize that as a
faculty, integrity in our activities—both real and perceived—is at the core of what we do. Across all
three areas, his actions reflected a repeated inability to understand and adopt not just the technical
requirements of the School's policies, values, and standards, but the underlying principles they
convey.

The decision to award tenure represents a substantial commitment by the School to a faculty
member. Absent very unusual circumstances, the faculty member will be part of the HBS community
for decades and will help shape the culture and direction of the School. For these reasons and the
reasons expressed herein, our review of Professor Edelman's conduct raises issues that, in our view,
warrant careful consideration by colleagues as part of his promotion case. Specifically:

* We ask that the Dean review Professor Edelman's Outside Activities disclosure to gain
confidence on behalf of the School that the disclosures are appropriate and that his current
activities are aligned with the School's policies and mission.

*  We ask our senior colleagues to consider these issues and our findings when reviewing
Professor Edelman's case for promotion.

10
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HBS Exhibit 1: Emails related to HBS projector change

HBS Exhibit 2: Emails related to travel upgrades
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HARVARDIBUSINESSISCHOOL

PAUL M. HEALY |
JAMES R. WILLISTON PROFESSOR OF BUSINESS ADMINISTRATION
SENIOR ASSOCIATE DEAN FOR FACULTY DEVELOPMENT

16 July 2015

Benjamin G. Edelman
Baker Library | Bloomberg Center 445

PERSONAL AND CONFIDENTIAL
via secure file transfer to bedelman@hbs.edu
Dear Ben,

As you know, promotion decisions at Harvard Business School are evaluated on multiple dimensions.
Our focus is not solely on intellectual contributions, although those are of vital importance. We also
expect that candidates will help foster a healthy and constructive academic community by, for example,
displaying respect for others and contributing to the teaching and research environment of the School.
These are among the expectations outlined in the Policies and Procedures with Respect to Faculty
Appointments and Promotions under the heading, “Effective Contributions to the HBS Community.”

As we have begun our work on your promotion case, concerns about your conduct—and about your
ability to meet this standard—have been raised.

The Principles and Procedures for Responding to Matters of Faculty Conduct (attached for your
reference) offer guidance about how the School should consider conduct-related issues in the context of a
promotion decision. The Faculty Review Board, comprising three faculty members and a senior
administrator, is responsible for undertaking a review of cases raising “a question of whether the
candidate meets the School’s criteria for ‘Effective Contributions to the HBS Community.””

As outlined in the Principles and Procedures, | have referred this aspect of your case to the Faculty
Review Board, which will be responsible for drafting and providing you with a summary of the concerns
(“the allegation, as it is known at the time”).

You’ll next hear from Amy Edmondson, the chair of the FRB; in the interim, she and I are available to
respond to any questions you might have.

Best regards,

Iy

Paul M. Healy

MORGAN HALL 375 | SOLDIERS FIELD | BOSTON, MA 02163 | Ph 617.495.1283 | Fx 617.496.7387 | phealy@hbs.edu | GEORGE F. BAKER FOUNDATION
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AMY C. EDMONDSON |
NOVARTIS PROFESSOR OF LEADERSHIP AND MANAGEMENT

July 31,2015

Benjamin G. Edelman
Baker Library | Bloomberg Center 445

Dear Ben,

I am writing to follow up on Paul Healy's letter to you of July 16, 2015, informing you that the Faculty
Review Board (FRB) has been asked to review concerns about your conduct, especially as it relates to
your ability to foster a healthy and constructive academic community (by, for example, displaying respect
for others and contributing to the teaching and research environment of the School).

Consistent with the process outlined in our "Principles and Procedures for Responding to Matters of
Faculty Conduct,” in my role as Chair of the FRB I am contacting you now to provide a summary of the
scope of our review (what the "Principles and Procedures” refers to as the allegation).

The FRB will consider two incidents that occurred during 2014: the first, in January, involving your blog
posting about Blinkx, and the second, in December, relating to your interaction with Sichuan Garden.
These incidents raised questions about your conduct, including the impact of your actions on HBS, the
members of its community, and others. In addition, concerns have been raised about your interactions
with staff and other colleagues at the School, including around case copyright, travel arrangements,
business cards, and classroom projectors. Over the coming weeks we will review documents and conduct
interviews to evaluate these incidents and interactions, and others that may come to our attention over the
course of the review.

You can, if you wish, submit a written statement to the FRB at this time; we would ask that you do so by
August 15, 2015, but please feel free to let me know before that date if additional time is needed. Should
you choose not to provide a statement, your next opportunity to provide input to the FRB in writing will
be after we have written a draft report and findings. We expect that we will want to interview you and
will be in touch to request a meeting,

Best regards,

AL

Amy Edmondson

MORGAN HALL 485 | BOSTON, MA 02163 | Ph 617.495.6732 | Fx 617.496.4072 | aedmondson@hbs.edu | GEORGE F. BAKER FOUNDATION

PRODUCED PURSUANT TO
PROTECTIVE ORDER - FOR USE

ONLY IN THIS LITIGATION
JA-0287 HBS0015714



Statement to Faculty Review Board
Benjamin G. Edelman
August 15, 2015

In many ways, 2014 was a great year for me—several key articles finished, submitted, revised, and
accepted; my EC course remaining strong, including insightful company guests on an unprecedented
eight adjacent days; favorable developments in my outside activities, including litigation to help parents
claim refunds from Facebook for kids’ unauthorized purchases, as well as incarceration of two
perpetrators | caught stealing from eBay; and my wife’s pregnancy that led to our new baby Charles,
born just a week ago.

These positive developments were tempered by the Blinkx and Sichuan Garden matters, of which the
FRB is well aware. These alarmed me for their effect on the way people thought about me and my
activities, and for the negative coverage that reflected poorly on HBS. | have apologized for both
incidents, then tried to learn something from the experiences, making me a better person and reducing
the likelihood of anything like this happening again. | explore these subjects in the sections that follow,
then turn briefly to the internal HBS discussions also mentioned in Amy Edmonson’s letter of July 31. |
look forward to an interview where we can discuss further.

Relationship To My Research Agenda

While the incidents at issue are not directly related to research, | suspect the FRB’s understanding of my
activities will be advanced by understanding how my outside activities link to my research and my
objectives more broadly. Who really cares about $4, or about some adware maker, a continent away,
bugging hapless users with a few extra ads? It’s a fair question, and as | dealt with the fallout from these
activities, it was natural to ask whether | was focusing my effort appropriately.

My choice of activities—and the reason why | found myself taking actions that others surely find
puzzling—is informed by a personal imperative, and a perceived responsibility, to apply my skills for the
broader benefit of society. This approach is manifested in part in my research: Flipping through my CV,
you’ll see that each article has a significant element in this vein. For example, my article “Price
Coherence and Excessive Intermediation” (Quarterly Journal of Economics 2015) explores contracts and
practices that cause higher gross prices, offset (in part) by rebates and benefits that only sophisticated
consumers tend to claim, yielding higher prices for the unsophisticated consumers—who are likely to be
least able to pay. My “Pricing and Efficiency in the Market for IP Addresses” (American Economics
Journal: Microeconomics 2015) similarly is importantly normative—assessing market rules to encourage
networks to upgrade to the newest type of address numbers, in order to add capacity for the Internet to
expand. A similar narrative motivates substantially every article | have written.

A similar focus permeates my outside activities. When | help advertisers uncover schemes that drain
their marketing budgets [1], | am motivated not just by reducing their expenses, but by paving the way
for them to pass savings to consumers, and simultaneously undermining the incentives for fraudsters to
infect users’ computers with deceptive software which users invariably struggle to remove. My work
uncovering false and deceptive airline fees [2] similarly benefits consumers who face unexpected
charges when they try to redeem accumulated points or miles. My class action litigation efforts
compelled Apple to offer full refunds to all parents whose children had made unauthorized purchases
on phones or tablets (sometimes hundreds or thousands of dollars with just a few taps) [3], and |
continue work on a similar effort as to Facebook (where the problem seems to be even larger). [4]
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| realize that this claimed “help the world” purpose may sound like a cliché, and it may also sound self-
serving, but it is my genuine motivation.

Broader Learnings from Recent Media Attention

I’'ve tried to find something positive in the Blinkx and Sichuan Garden issues—at least, some learning
that can help me improve. A first takeaway is to be sure that my research and other activities are
consistently focused in a positive direction | can be proud of. In fact, | was trying to do this as to both
Blinkx and Sichuan Garden, as | explain in somewhat greater detail in the subsequent sections.
Nonetheless, a positive purpose is a crucial starting point and not to be taken for granted. The
interested public would surely have reached a more negative view if my true purpose had been (and
hence was surely seen to be) selfish, commercial, or otherwise viewed as improper.

A second insight is that regardless of my motivation, | need to ensure that my work is seen as positive.
While Blinkx and Sichuan Garden are obvious exceptions that | need to learn from, | have had success in
the past. Consider, for example, my efforts to protect computers from spyware and adware [5] as well
as my self-service letter-writing tool to help consumers obtain refunds from Groupon and similar
services. [6] These have been well received. However, in both the Blinkx and Sichuan Garden matters,
many people saw me as selfish—as a hired gun (as to Blinkx) and primarily motivated by a desire for a
tiny personal refund (Sichuan Garden). In my view the facts firmly contradict these conclusions, but
people nonetheless reached these views and thus a dim view of me and HBS. Importantly, my
ambiguous disclosure (Blinkx) and harsh tone (Sichuan Garden) gave critics needless support. In both
matters, concern about my motives seemed to prevent many people from assessing the merits of my
position or the problem | was trying to solve. | should have taken a different approach: In the case of
Blinkx, | should have provided superior clarity in my initial disclosure of relevant paid activities. In the
case of Sichuan Garden, | should have used a different tone in corresponding with a small business, and |
should have left zero doubt that my primary objective was obtaining refunds for everyone overcharged.

Blinkx Research, Consulting Engagement, and Online Article

Let me begin with a bit of context. For more than a decade, | have studied adware (deceptive software
that sneaks onto users’ computers and shows extra advertising). My work has had significant impact
including multiple government investigations, private litigation, bankruptcy, and liquidation.

In 2004, | began examining a company variously known as nCase, 180solutions, Zango, and more. [7] The
company faced class action litigation and a FTC complaint and consent order, both fairly traced to my
research and findings. Ultimately the company entered bankruptcy, and some of its assets were bought
by a British advertising technology firm called Blinkx. Based in part on Blinkx’s statements at the time, |
thought these adware activities were much reduced, and | was focused on other lines of research, so |
wrote little on my site about this adware for some years.

In December 2013, two investment firms noticed my prior work and asked me to prepare an update. |
accepted the project, subject to my standard requirement that information drawing solely on public
sources must remain freely available for me to share with others if | wish, and cannot be subject to a
confidentiality agreement. In my project for these investors, | found that this company’s adware was still
quite active and using the same methods | and others had previously critiqued. Reflecting on that
finding, | decided to write about it on my public web site. The result was the article | posted to
bendelman.org on January 28, 2014 [8], nearly four thousand words plus videos and screenshots. My
posting prompted substantial reaction from advertisers and ad networks (who wanted to avoid
participating in and funding these tactics), security researchers (who wanted to help remove such
software from users’ computers), and investors (who soured on Blinkx’s prospects). Blinkx management
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responded by questioning my motives—positioning me as a hired gun serving short-selling investors—
and media attention tended to endorse this view.

| wrote this article with the best of intentions—thinking | was reporting truthful information of interest
to consumers (whose computers were under attack by an organized adversary) as well as advertisers
(budgets and reputations at risk) and regulators (who typically lack sufficient resources to uncover such
problems on their own). Looking back, | think my confidence in my objectives and in the substance of
the research blinded me to the way the story could be flipped around to focus on my supposedly-
improper motives. It was a painful but important learning. In this respect, at least, | now consider myself
much more aware.

Numerous news articles made statements like “the client who paid for Edelman’s article,” and even
some HBS colleagues and staff used phrases like this. Although a convenient shorthand, this is literally
and importantly inaccurate. Crucially, the article | posted to my web site simply was not required by any
contract with investors or anyone else. My agreement with clients obliged me to conduct certain
research and to provide them with my findings, but | was not obliged to write about this on my web site.
Indeed, thinking back to the various companies that have retained me over the years, in only a minority
of cases did | consider the findings important enough to merit online posting or other publication. The
clients here couldn’t have known what | would find or whether | would choose to write about it publicly.

Furthermore, the involvement of a client, such as it was, was always disclosed. | included the following
disclosure included in the original version of the article as initially posted to my site:

| prepared a portion of this article at the request of a client that prefers not to be listed by name.
The client kindly agreed to let me include that research in this publicly-available posting.

At the time of the posting, | considered this an appropriate disclosure because its meaning appeared to
be clear, and because | had used it, verbatim, in another project in January 2013. | thought this was
unambiguous: “a portion of the article” came from a client request, but not all of it; the plain language
specifically indicated that the article and the client work were not coextensive. But clearly this was
widely misinterpreted, in part because it was arguably ambiguous (could “portion” mean “all” or
“99%"7?), though also (some journalists told me) because the Blinkx public relations team presented my
disclosure to support their narrative of my acting in concert with hostile investors. In an attempt to
reduce this ambiguity, and in consultation with appropriate HBS staff, | substantially expanded the
disclosure both to emphasize the separation between the paid work and the article, and to say more
about the nature of the paid work:

This article draws in part on research | prepared for a client that sought to know more about
Blinkx's historic and current practices. At my request, the client agreed to let me include portions
of that research in this publicly-available posting. My work for that client yielded a portion of the
research presented in this article, though | also conducted significant additional research and
drew on prior work dating back to 2004. My agreement with the client did not oblige me to
circulate my findings as an article or in any other way; to my knowledge, the client's primary
interest was in learning more about Blinkx 's business, not in assuring that | tell others. By
agreement with the client, | am not permitted to reveal its name, but | can indicate that the client
is two US investment firms and that | performed the research during December 2013 to January
2014. The client tells me that it did not change its position on Blinkx after reading my article.

In response, | have made several important changes to my approach to online articles and to research in
any way connected to client requests. First, | am more cautious—taking more time to consider the
impact and the various things that might go wrong. If disclosures are appropriate, I’ll surely be more
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careful to consider the draft text from multiple points of view—not just the literal accuracy of the
disclosure, but also whether it might accommodate other meanings different from what | intended. I've
already taken the opportunity to consult more often with appropriate HBS staff.

Relatedly, this matter sharpened my understanding of possible appearances of a conflict of interest. I'm
now more hesitant to write anything in any way related to what a client previously requested. It's not
that | see anything fundamentally wrong with that, particularly when the research all comes from public
sources and when an appropriate disclosure is provided. Indeed, this caution may result in me not
sharing some information with the public (even if | know it would be of interest). But the Blinkx
experience reveals a set of potential problems that | had not previously considered.

Sichuan Garden Correspondence

In December 2014, | checked the web site of Sichuan Garden, a restaurant near my Brookline home. |
selected desired items, called in my order (their web site does not support online ordering), and paid
upon pickup. Later, | noticed that | had been charged more than expected: Each line on my receipt was
one dollar more than the amount specified in the online menu. | contacted the restaurant to inquire
and, based on what | learned, to attempt to get the restaurant to provide refunds to all affected
customers. Our email exchange went poorly: | found the restaurant owner evasive, and rather than
refunding me or anyone else, he forwarded most of our email exchange to Boston.com which published
the messages. [9]

Reading the messages, most people quickly reached the conclusion that I’'m a jerk (or worse). Other
publications picked up the story, as did social media, and the public response was intense. By all
indications, the story reached millions of people; halfway around the world, my mother-in-law found it
front page news on Yahoo Singapore. | received death threats, a bag of feces at my home, obscene
voicemails, and more—though, to be sure, also plenty of supportive messages, especially from people
who had noticed that they had been overcharged elsewhere, as well as from those who read the
messages and concluded that | was primarily seeking to assist others.

Indeed, the messages themselves make clear that my primary purpose was obtaining refunds for
everyone affected. For one, four dollars is obviously insufficient to justify the time required to send one
email, not to mention several. Furthermore, a close read of the email exchange reveals my statement of
my intent, calling on the restaurant owner to “notify other affected customers” so they could claim
refunds. Boston.com didn’t publish my complaint to the Brookline town officials (importantly, submitted
days before the Boston.com article), but that message was even more explicit. In relevant part:

... Is there someone in the Brookline government who might assist [in obtaining] appropriate
refunds to affected customers? ...

| explained the broader principle to a journalist:

We all rely on trust in our daily lives—that when sales tax is added, it actually applies and equals
the specified amount; that the meter in a taxi shows the correct amount provided by law and
correctly measures the actual distance; that when you order takeout, the price you see online
matches the amount you pay in the restaurant. We take most of this for granted, and it would be
a lot of trouble to all have to check these things day in and day out. That’s exactly why we should
be concerned when folks fall short—because hardly anyone ever checks, so these problems can
go unnoticed and can affect, in aggregate, large amounts.

Much media attention has framed the restaurant’s inaccurate online menu as a “mistake.” That is not

my view. |n fact, | sensed that the restaurant’s conduct was intentional, and that made me willing to
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spend (what | expected would be) a few minutes to try to get the problem fixed. Notice that the
restaurant owner’s initial reply indicated that the “website prices [had] been out of date for quite some
time”—indicating he knew about the discrepancy, to his benefit and customers’ detriment, before |
wrote. (I later learned that customers had been complaining about the restaurant’s pricing and alerting
restaurant staff as early as 2010. [10]) Furthermore, even after my inquiry flagged the issue and even
after | explicitly suggested that the restaurant owner update the web site, he indicated no interest in
doing so; instead, he offered to email me a replacement menu, which would do nothing to help others.
My suspicions were piqued: It seemed that he not only knew the online menu was inaccurate, but he
wanted to keep it that way. I’'m confident that | would have reacted differently had he immediately
admitted the problem and fixed the online menu for everyone.

Some people responded to this media coverage by suggesting that | should limit my consumer
protection efforts to uncovering malfeasance by big companies. Certainly | have not been shy in taking
on big companies, including the Apple and Facebook matters mentioned above, trademark litigation
that was at one point the most successful class action against Google [11], the first successful third-party
consumer complaint in the history of deregulated air travel in the United States [12], and plenty more.
My first-hand view of misbehavior by big firms has led me to wonder who pursues violations by small
firms. Consider: If small companies correctly anticipate that no one will enforce consumer protection
laws against them, or that occasional enforcement will entail no penalties (and indeed there were no
penalties for Sichuan Garden here, nor refunds to the thousands of affected customers), they have no
incentive to comply with applicable law. Instead, their gains (and consumers’ losses) then grow
unchecked; in fact, over the 4+ years at issue here, reasonable estimates indicate that Sichuan Garden
collected at least tens of thousands of dollars extra. As | look back on my motivations in continuing the
restaurant correspondence even when the owner’s position was clear, | think | was inclined to persist
exactly because | anticipated that the legal system is unable to deter misbehavior in this circumstance. A
timeless proverb asks, “If not me, then who?”—and my haste in following this good advice blinded me
to the need to adjust my style and tone to the situation at hand.

Despite my good intentions, my tone and approach were out of line. Among other things, | gave
insufficient weight to the fact that | was corresponding with a restaurant owner who, despite multiple
locations and media accolades, is not a corporate goliath. And while | intended my tone to be polite but
firm, the formality of my messages was far from standard customer correspondence.

Internal HBS Interactions

Amy Edmonson’s letter of July 31 also mentions that concerns have been raised about my interactions
with staff and colleagues about case copyright, travel arrangements, business cards, and classroom
projectors. | don’t yet know the FRB’s specific concerns or what others have reported, so I'll be
correspondingly brief in this initial statement.

In every instance, my primary motivation was to make HBS the best it can be. In fact, | think I've helped
us make some important advances. For example, in 2008 | flagged a crucial sentence in our then-
applicable case footer that claimed readers could not exercise the rights they are guaranteed by the fair
use doctrine under copyright law. Noting a contemporaneous federal complaint against numerous top
content providers and publishers about a similar overarching claim of rights [13], | thought it particularly
important that this sentence be revised and removed. In a few emails with Linda Olsen, | arranged a
correction for all of my then-existing cases; this improvement was later deployed to the case template
and to all other authors’ new cases and revisions. Similarly, my 2009-2011 concerns about case
copyright and my discussions with Paul Healy (then Senior Associate Dean for Research) led to the 2011
“faculty rights in the use of cases” policy, which consists in large part of text that | had drafted [14], and
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largely responds to the concerns | had raised. Shortly thereafter, the case submission process was
revised to include an explicit copyright transfer agreement, consistent with applicable law as |
understand it, as well as with a longstanding policy from the Provost’s Office. [15]

Turning beyond copyright, | think I've also had some other notable successes. For example, my efforts in
classroom projectors helped us avoid a significant blunder in fall 2013 that would have reduced usable
projection screen size in all MBA classrooms by 31% with zero notice to faculty—making some slides
unreadable, harming learning, and perhaps rattling some instructors or otherwise impeding their efforts
at the crucial start of the fall semester. After | raised the issue, MBA program leadership encouraged
Media Services to undo the change, restoring prior functionality without any student and indeed any
faculty member knowing what had almost happened.

| haven’t been shy in speaking up when | see areas for improvement, even on subjects where faculty
usually do not seek to be involved. Though | see my purpose as positive, | recognize that others might
feel differently, particularly when | opine on areas that are beyond the ordinary scope of responsibility
of a faculty member (and a junior one at that). I've always considered it a cooperative effort with
everyone trying to do what’s best for the school—even as it’s not always obvious what that is,
particularly when decisions are multifaceted and when multiple factors interact.

The four areas Amy mentioned are actually just a few of the areas where I've tried to improve aspects of
HBS. For example:

e Over the years, | assisted various faculty members with short-term disabilities (two people) and
permanent disabilities (two people) that impeded teaching and/or research. | also assisted a
student with a permanent disability that impeded learning. Of course this is well outside my
official role, and at first | was hesitant to assist for multiple reasons, but | quickly learned that
some people perceived that | could in some way complement standard channels—aspiring to be
some combination of faster, more creative, and more flexible.

e My Participation Tracker [16] improved data collection and analysis for faculty and FAs, saving
time, recommending call lists of at-risk students, and tabulating data to explore participation
patterns. In a faculty meeting, Dean Nohria once credited that tool as a factor helping to reduce
grade disparities for female students—though | wouldn’t have been so bold as to take credit for
any portion of that improvement.

e My calendar exporter [17] continues to save dozens of hours of FA time each semester while
running with perfect accuracy. (Knock on wood!) | wrote this tool after seeing the unfortunate
case of an FA error in a colleague’s calendar, causing him to miss a session of his own course,
which was quite disruptive to learning and to his relationship with his students.

| hope these, at least, have been viewed as positive.

| know I’'m not the first to make unusual contributions. Indeed, my Participation Tracker replaced a first
version by Jan Hammond and an upgrade by Frances Frei. | do think the level and scope of my internal
efforts reveal not just my commitment to the HBS community but also my longstanding determination
to make a difference in the ways | am distinctly able.

Throughout these efforts, | have aspired to maintain an appropriate tone. If | have acted in ways that
caused others to feel | did not respect them, | am sorry for that, and it was not my intention. | have
every desire to learn from these experiences also.
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At this important stage in my career, and with the unfortunate media coverage in two instances in 2014,
| fully understand the school’s need to assess my actions. In some ways | think of myself as rather
different than most of my colleagues—-certainly choosing different ways to spend my free time, and less
willing to accept the status quo in so many areas, both within and beyond HBS. | would not expect HBS
to wish to retain me if every year brought media uproar like the two incidents last year, nor could |
imagine remaining a happy and positive person if such incidents reoccurred. | have taken significant
steps to see that they do not, and | hope | can demonstrate to the FRB that | adequately understand the
problem and that my efforts at learning and improving are both genuine and appropriate. These
experiences have also led me to be more thoughtful about the possible externalities from, and
perspectives on, my actions; and these experiences have redoubled my commitment to using my
research and skills to make the Internet a safer place for consumers. | look forward to further
discussions as the committee sees fit.
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Personal Statement
of
Benjamin G. Edelman
March 24, 2015

My research addresses competition, policy, and fraud in the contexts of online market design and other
networked businesses. | strive to influence multiple audiences: scholars of economics, computer
science, and law; practitioners who build and use online marketing services and online marketplaces;
regulators who oversee these systems; and instructors in business, law, and computer science.

In this statement, | review my major research to date, including both the academic contributions and
the ways my work has been used by practitioners. | then present my publication strategy, contribution
to educators, and benefits to the HBS community. Finally, | describe my plans for the coming years. The
accompanying itemization Impact on Practitioners — Selected Examples lists other instances in which my
research directly influenced practice, public policy, and, in some instances, law enforcement.

Research Overview

| organize my research into four broad categories: the game theory of online advertising, strategic
behavior and fraud in online advertising, the special concerns raised by the largest online platforms, and
fixing various aspects of online systems and services.

Several themes span these topics. First, my work is grounded in economics and incentives; | examine
how system rules shape behavior, and what changes would result from alternative rules. Furthermore,
my work considers practices that distinctively arise online; | study systems grounded in robust
information technology and low transaction costs. The details matter: for example, “small” changes to
auction rules can flip bidders’ incentives; graphic design elements redirect the focus of web site users;
shifting legal doctrines shape participants’ rights and responsibilities. While much of my work is
descriptive (for example, understanding the equilibrium resulting from certain pricing mechanisms),
portions are explicitly normative (flagging problems and suggesting options for improvement).

My research to date is embodied in 17 peer-reviewed articles, 23 other articles (including solicited
articles and book chapters), 23 cases (plus two abridgements), ten supplements, 17 teaching notes,
three module notes and technical notes, and various working papers. In Publication Strategy (page 9), |
discuss my choice of publication venues as well as the reasons for my somewhat unorthodox choice to
distribute some research primarily on my own web site.

| use multiple methods including formal economic modeling, analysis of archival data, and online
laboratory experiments.

Online Advertising: A Game-Theoretic Perspective

Most of my research explores the online advertising ecosystem, a large market now well beyond $100
billion per year. So far, most users appear unwilling to pay directly for many online sites or services. Yet
users are content to see ads, which have become the primary source of funding for most online
resources.

My work was among the earliest economic analyses of rules and incentives in the sponsored search
marketplaces that fund search engines and related sites that include text advertising. | study these
systems to advise platform designers on sensible improvements, compare strategies for those who buy

Page 1 of 15

PRODUCED PURSUANT TO
PROTECTIVE ORDER - FOR USE

ONLY IN THIS LITIGATION
JA-0295 HBS0015722



advertising placements from these systems, and assess the welfare consequences of changes in system
rules.

Historically, online advertising platforms have lacked strong norms governing system design, ad
selection, or even the calculation of advertisers’ payments. The resulting flexibility invites innovation,
but also leaves substantial room for error. For example, in Strategic Bidder Behavior in Sponsored
Search Auctions (Decision Support Systems 2007), Michael Ostrovsky and | examined pricing
mechanisms for sponsored search auctions. Comparing first-price and second-price payment rules, we
demonstrated the instability inherent in an open, repeated, multi-unit first-price auction—auction rules
that leave each advertiser wanting to change its bid. With data from early Yahoo ad auctions, we
concluded that Yahoo's early use of such a mechanism cost the company at least 7% of search ad
revenue during the affected period.

Evaluating sponsored search auction design requires distinguishing between outcomes that are plausible
equilibria, versus outcomes that lead advertisers to change their bids in short order. In Internet
Advertising and the Generalized Second Price Auction (“EOS”) (American Economic Review 2007),
Michael Ostrovsky, Michael Schwarz, and | coined the term “generalized second-price auction” to
characterize modern search ad auctions. We then characterized equilibria and compared revenue
across possible equilibria—the groundwork for welfare analysis in this market. In Greedy Bidding
Strategies for Keyword Auctions (with Matthew Cary, et al) (ACM Electronic Commerce 2007), | showed
that bidder outcomes naturally converge to the equilibrium presented in EOS. In extensions, |
considered the role of reserve prices (Optimal Auction Design and Equilibrium Selection in Sponsored
Search Auctions, American Economic Review 2010, with Michael Schwarz) and competition between
multiple ad platforms (work in progress).

This line of work has attracted substantial interest from both economists and computer scientists, and it
remains the fundamental treatment of equilibria in sponsored search. A diverse subsequent literature
explores topics such as bidding strategy, pricing, targeting, and competition, relying on EOS for a basic
notion of equilibrium.

| bring the game theory of online advertising to the classroom in two teaching cases: Google Inc. (with
Tom Eisenmann; most recent update Google Inc. in 2014) and Microsoft adCenter (with Peter Coles).
These cases draw on EOS and related concepts to assess likely dynamics in the market for Internet
search. For example, EOS equilibrium results imply that an ad platform with many advertisers will
collect disproportionately large revenues and hence enjoy an advantage when recruiting publishers to
show the platform’s advertisements. If an incumbent has such a strong advantage, how can a new
platform gain traction? In the AdCenter case, students take the perspective of Microsoft as a late
entrant attempting to gain market share despite Google’s far larger advertiser base. One key challenge:
It seems untenable for Microsoft to win share by merely copying Google, yet many efforts to
differentiate would serve primarily to create incompatibility and deter advertisers from joining.

As new advertising systems become available, I've found opportunities to extend this line of research.
For example, in To Groupon or Not to Groupon: The Profitability of Deep Discounts (with Sonia Jaffe and
Scott Kominers; Marketing Letters, forthcoming), | assess the profitability of Groupon-style discount
vouchers. When Groupon launched, many consumers, merchants, and analysts applauded its ability to
bring the efficiency of online marketing to retail storefronts. In addition, consumers relished large
discounts rarely seen elsewhere. But my formal model questioned these benefits. For one, | pointed

“Ina first-price auction, a winning bidder pays its own bid. In a second-price auction, a winning bidder pays the bid
of the next-highest bidder.
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out that a discounter’s price discrimination feature necessarily shrinks as it grows more widespread. |
also examined the marginal cost, return visits, and incrementality required to make Groupon profitable
for merchants, foreshadowing merchants’ conclusion that these discounts were usually untenable.

Powerful Platforms

Examining early electronic markets, both scholars and practitioners saw the prospect of
“disintermediation,” suggesting that lower communication costs would allow buyers and sellers to
transact directly. In fact outcomes have been mixed: Lower communication costs also let intermediaries
operate more broadly and more profitably. Consumers often buy merchandise at eBay or Amazon
Marketplace, book plane tickets on Expedia, find small sellers via Google AdWords advertising, and
obtain new software through Apple and Google app stores—powerful platforms whose policies and
requirements shape online opportunities. My research examines platform rules to assess concerns
about certain tactics.

A notable feature of many intermediaries is that consumers pay nothing extra to use them—plane
tickets are the same price whether bought from United.com or Expedia; a retail purchase has the same
price whether the customer pays cash or uses a credit card; and the same is true of restaurant ordering
and reservations (contacting a restaurant directly versus through an intermediary), various forms of
insurance and financial services, and myriad others. While unpriced intermediation can also occur
offline (real estate is a notable example), electronic commerce seems to distinctively facilitate this
market structure, which has become increasingly widespread. In Price Coherence and Excessive
Intermediation (Quarterly Journal of Economics, forthcoming), Julian Wright and | model markets where
a purchase through an intermediary is constrained to have a price no higher than direct purchase or
purchase through any other intermediary. We find that this market structure encourages overuse of
intermediaries’ services, even by consumers who value an intermediary’s benefit below the production
cost (reducing welfare). Consumers may not notice the harm, as it is embedded in higher costs of goods
and services, but if affected consumers could jointly agree to forego intermediation, that agreement
would make them better off. Notably, we show that these effects persist under competition among
sellers and among intermediaries, and indeed competition can increase the size of the effects and the
circumstances in which they arise.

This line of research was inspired by my discussions with protagonists in the Distribution at American
Airlines case sequence: Noticing the pathologies of this market structure, they wondered whether other
markets were similarly affected, and my discussions with them prompted me to examine other such
markets and the problems more generally. My updated American Airlines teaching note now explores
the impact of price coherence. Related themes also arise in my Zillow and OpenTable cases. Julian and |
also present these ideas to practitioners in Price Restrictions in Multi-sided Platforms: Practices and
Responses (Competition Policy International, forthcoming).

Most companies, large and small, find themselves dependent on powerful online platforms, often facing
high prices and important non-price restrictions that transfer significant surplus to the platforms. My
Mastering the Intermediaries (HBR 2014) and Market Power of Platform-Mediated Networks technical
note offer strategies for firms in this position. For example, when a platform needs to be
comprehensive (for example, Amazon aspires to sell every book, or Kayak to list every flight), a platform
becomes vulnerable to even a small supplier withholding content. | also identify other strategies firms
can use to reduce dependence on a platform, including supporting or creating an alternative platform,
or redoubling their efforts to bypass a platform and reach consumers directly.
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A related stream of my research on powerful platforms focuses on Google, whose super-dominance in
search and search advertising is a natural concern for both consumers and advertisers. Some of my
writings about Google have been particularly influential. First, PPC Platform Competition and Google's
“May Not Copy” Restriction" (and my associated Congressional testimony) reveals a contractual
provision by which Google creates extra costs for advertisers that also buy placements from Google’s
competitors. When Google failed to offer a pro-competitive explanation for the provision, the
Department of Justice cited this restriction as a reason for its objection to a proposed transaction
between Google and Yahoo. The European Commission later cited this restriction as a focus of its
ongoing investigation of Google. This material also offers an “ah-ha” moment in teaching the adCenter
case (described above).

Y

Second, my Secret Ties in Google’s “Open” Android" analyzes Google’s contractual provisions that device
manufacturers must accept in order to install Google’s popular Android operating system on
smartphones and tablets. Broadly, Google ties its services together to assure their use even in sectors
where there are competitors. In particular, a manufacturer must install a/l the Google apps Google
specifies in order to install even a single Google app. A manufacturer might prefer to preinstall Bing
Search, Mapquest Maps, or Skyhook’s geolocation service, perhaps anticipating a genuine customer
preference for these services, or seeking a bounty that those companies would pay for installation.
(Competition would likely push device makers to share such payments with consumers, which would in
turn reduce the up-front price of devices.) Instead, Google insists that its own search, maps, geolocation
service, and other services be installed, prominently and as defaults. These requirements apply to any
manufacturer that wishes to offer, among others, YouTube and the Google Play app store—services for
which there are no clear competitors. Notably, these contract restrictions are themselves subject to
NDA, so they were largely unknown until | managed to gain access to them. (My article explains their
presence in an obscure supplement to certain litigation records.) When | posted the contracts to my
web site, they became front-page news in the Wall Street Journal, and my analysis spurred formal
competition investigations on this subject in Canada, Europe, India, and Russia.

Inspired in large part by Google’s mobile application practices, Leveraging Market Power through Tying:
Does Google Behave Anti-Competitively? (Journal of Competition Law and Economics, forthcoming)
considers Google’s use of tying more generally. For example, Google repeatedly required advertisers to
accept certain new advertising services, including services of uncertain or disputed value, in order to
obtain Google’s popular AdWords search engine advertising. Similarly, Google required consumers to
receive links to Google’s other services (YouTube videos, maps, local results, etc.) even if they only
wanted search. (Google’s perpetual presentation of links to its other services stands in contrast to
computer operating systems, where users have long been unable to uninstall or hide unwanted
programs as well as operating system components.) While these tactics assured and accelerated the
adoption of Google’s new services, they also raise competition concerns, including the prospect of
deterring entry by would-be competitors. My Google Inc. in 2014 teaching note offers a teaching plan to
develop these concepts through class discussion: Students take the role of Google product managers
attempting to launch new services and to increase their odds of success by leveraging Google’s
dominance in related sectors. Through small-group brainstorming and brief presentations to the class,
students see that Google is well-positioned to succeed in a variety of markets adjacent to or dependent
on search and advertising. But they simultaneously wonder about the impact on competition and
competitors: If Google is uniquely positioned to win, will others even try to complete?

" | use this symbol to identify papers posted to my web site and intended primarily for online distribution. In
Publication Strategy (p. 8), | explain why | prefer this format and distribution for certain work.
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A related line of research questions the benefits brought by platforms that are largely well-regarded.
For example, in Consumers Pay More When They Pay with Bitcoin! | was among the earliest to question
both Bitcoin’s supposed savings and its other touted benefits (which were, at that time, understood to
be compelling). My subsequent Bitcoin (Journal of Economic Perspectives, forthcoming) broadens the
analysis with a critical evaluation of Bitcoin’s privacy, speed, and reliability. For example, | point out the
tension between Bitcoin’s publicly-available transaction register and its privacy promise: If a Bitcoin user
learns a counterpart’s name from one transaction, it can easily see all the counterpart’s other
transactions. | also flag the various costs that result as add-ons try to add privacy, dispute resolution,
and other features to match incumbent payment systems, further calling into question Bitcoin’s price
advantage.

Gaming, Strategic Behavior, and Fraud in Online Advertising

Online advertising is unusual in that it is delivered purely electronically. For lack of easy monitoring of
whether online advertising has been provided, many traditional methods of auditing and verification fall
short. Furthermore, reduced transaction costs let online advertising flow through a lengthy chain of
intermediaries. For example, a small site might sell placements to a broker, which passes the traffic
onward to an aggregator, then to an ad network, which relies on still other networks en route to the
advertiser. These indirect placements reduce accountability. For one, many sources of traffic are often
grouped together, mixing good traffic with bad—making it that much harder for advertisers to notice
problems. When an advertiser does notice, complex relationships impede response: Even if an
advertiser bans a particular site or broker, that source can change its name and reapply, or join another
aggregator still in good standing. These challenges form the backdrop for my research exploring the
many ways fraudsters can game online advertising markets.

Approximately half the recent writings on my public web site, benedelman.org, document methods and
perpetrators of advertising fraud. In these postings, | seek both to inform practitioners and to set the
stage for further work in academic journals. For example, CPA Advertising Fraud: Forced Clicks and
Invisible Windows' presents a series of scams that successfully target even the advertising systems
widely believed to be most immune to fraud: piece-rate systems that pay sites not for displaying ads or
for users clicking ads, but for sending users who actually make purchases. Despite the apparent
robustness of piece-rate payments, | show that in fact these systems still suffer from fraud. In Risk,
Information, and Incentives in Online Affiliate Marketing (Journal of Marketing Research 2015), Wesley
Brandi and | measure the scope of fraud and identify management structures that increase the risk of
fraud in affiliate marketing. Moreover, other advertising pricing models face similar problems. For
example, in How Google and Its Partners Inflate Measured Conversion Rates and Increase Advertisers'
Costs, | uncover fraudulent Google partners that manipulate reported traffic analyses—causing both
Google and advertisers to conclude that the partners are providing valuable traffic (users who make
purchases), when in fact the ads are just a complicated ruse. | advise some of the web’s top advertisers
and ad networks on methods of uncovering these and other frauds, and | operate a software system
that detects these schemes automatically. (I explain my approach in an article on my site: Introducing
the Automatic Spyware Advertising Tester)

Most advertising fraud stems from incentives created by advertisers’ own systems. Indeed, advertisers
are often so slow to detect fraud that fraudsters can profitably perpetrate it knowing they will be paid
before they are discovered. In Deterring Online Advertising Fraud Through Optimal Payment in Arrears
(Financial Cryptography 2009), | suggest an alternative approach: By paying partners only after an
appropriately-calculated delay, advertisers can catch more fraud before the fraudsters are paid. With
the resulting savings, advertisers can offer all partners a bonus sufficient to make them accept the
delay—leaving all both advertisers and legitimate partners better off, while pushing fraudsters to target
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others or give up. In a simple algebraic model, | demonstrate when this strategy is workable, and |
assess the savings using data from a top ad network.

Who are the perpetrators of online frauds? In online advertising, most frauds are not fully investigated,
and large and detailed samples are rarely available. But other contexts can offer insight. In Social
Comparisons and Deception Across Workplace Hierarchies: Field and Experimental Evidence
(Organization Science, forthcoming), lan Larkin and | explore gaming at the web’s largest working paper
repository. We find gaming particularly prevalent when papers are near ranking discontinuities. For
example, authors are more likely to fake downloads to get their papers onto top-10 lists. (Authors
correctly anticipate that a paper ranked 10 (in a given field) gets much more visibility that number 11.)
We also find that gaming is more likely when an author observes success by a peer (same department,
institution or subject area). But at SSRN and at online advertising systems, platform operators have
discretion to change the information they share with participants. Our results suggest that platform
operators should modify information disclosure and prominence to reduce competitive pressure and
attenuate participants’ inclination to engage in fraud.

Audiences

This line of work offers a novel context to test longstanding theories. In addition to its substantive
exploration of affiliate marketing fraud, Risk, Information, and Incentives in Online Affiliate Marketing
(Journal of Marketing Research, forthcoming) examines timeless questions about outsourcing,
incentives, and the boundary of the firm. Based on advertisers’ structured statements of contact
information for their affiliate marketing programs, | draw inferences about the management structure of
those programs, then find patterns that link types of management structure to types of fraud. In
general, outsourced managers prove to be more effective at finding clear-cut violations that all industry
participants recognize as improper; | interpret this as a benefit of specialization, in that their focus on
this form of marketing helps them learn about clear-cut misbehavior. That said, on questions
understood to be borderline, in-house managers make decisions better aligned with advertisers’
interests, consistent with agency costs of outsourcing. Notably, my crawlers uncover frauds that are
concealed even from the advertiser victims—a significant improvement on the academic context in
which such questions have previously arisen in the organizational economics literature.

I’ve found that this area of research is deeply tied to public policy, as many online scams distinctly arise
from efforts at gaming. | believe this work uniquely fits my interests and capabilities, as it combines
economic incentives (to anticipate likely areas of fraud and design countermeasures), law (to assess
parties’ rights and responsibilities, and identify legal responses), and software design (to recognize fraud
and uncover it efficiently).

This line of work also has direct benefits to advertisers and the public. For example, court filings reveal
that the FBI learned about certain online marketing fraud (the same practice explored in my eBay
teaching materials) from my reports. Facing my direct-observation evidence of their infractions, the
perpetrators pled guilty and are incarcerated as of the date of submission of this statement. While
criminal proceedings are unusual, other fraud write-ups on my web site routinely yield refunds to
advertisers. Usually no individual advertiser has enough at stake to pursue the claim individually;
instead, fraudsters typically take a small amount from each of many advertisers. My approach thus
addresses a collective action problem that otherwise allows fraud to continue unchecked.

In a series of articles, | have reworked these ideas for both IT professionals and marketers. In Online
Advertising: Rustlers and Sheriffs in the New Wild West (in Beautiful Security, O’Reilly Media, 2009), |
develop a taxonomy of advertising frauds targeting both advertisers and consumers, emphasizing
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responses by the engineers who design security systems. In Accountable? The Problems and Solutions of
Online Ad Optimization (IEEE Security & Privacy 2014) and Lessons: Pitfalls and Fraud in Online
Advertising Metrics (Journal of Advertising Research 2014), | explore the organizational underpinnings of
advertising fraud, including the reasons why advertisers and their vendors fail to uncover or prevent
these problems. In The Dark Underbelly of Online Advertising (Harvard Business Review and HBR Online
2009), | offer strategies for general managers to identify and prevent improper ad placements.

| also explore these ideas in the classroom through several teaching cases. These issues are most
prominent in my eBay Partner Network teaching case (with lan Larkin). There, fraud provides an “ah ha”
revelation of the divergence between the incentives of a merchant versus its advertising network and its
marketing affiliates. This insight spurs discussion on revising contract terms to better align incentives.

Fixing the Online Economy

In a final set of projects, | have worked to improve a variety of other online markets. My efforts are split
between documenting specific problems and designing systems and incentives to improve outcomes.

Anyone wanting to get online—whether on a home cablemodem or a high-speed office connection—
takes for granted that more connections are available. But connections are hardly guaranteed. Every
computer on the Internet needs a number from a finite set of IP addresses, and addresses are running
short. In Running Out of Numbers: Scarcity of IP Addresses and What To Do About It (Auctions, Market
Mechanisms, and Their Applications 2009), | analyze the incentives impeding the transition to a more
capacious numbering system, and | suggest a market-oriented reallocation system that could mitigate
short-run scarcity while easing the transition. My recommended approach was the basis for the transfer
system implemented throughout North America by the American Registry for Internet Numbers, and my
analyses led to a rethinking of the approaches initially proposed in Asia and Europe. In Pricing and
Efficiency in the Market for IP Addresses (American Economic Journal: Microeconomics, forthcoming),
Michael Schwarz and | analyze a generalization of this policy and develop a formal model to prove its
efficiency properties.g

Web site operators also take for granted that their sites appear as intended upon a user’s request. That,
too, is under attack. Many companies, libraries, and schools block web sites, and some countries limit
the access within their borders. These filters suffer from a range of errors and often “overblock” sites
that were not intentionally prohibited. | was the first to run large-scale studies of national and
commercial Internet filtering programs and the web sites they block. In 2001-2002 litigation challenging
certain Internet filters in libraries and public schools, | posted thousands of examples of sites
misclassified as sexually-explicit, when in fact they were unobjectionable. In the subsequent
Documentation of Internet Filtering in Saudi Arabia” and Documentation of Internet Filtering in China
(IEEE Internet Computing 2003), Jonathan Zittrain and | determined what web sites were blocked in
selected countries. My methods laid the groundwork for a dozen studies by the OpenNet Initiative (a
multi-university research collaboration), which continued the testing methodology | pioneered.

From the perspective of service providers, a fundamental challenge in the online economy is finding a
way to claim a fair portion of the value customers receive. Indeed, online services feature a striking
variety of pricing schemes: Many are completely free, while others provide unlimited services for a flat
fee, and still others charge fees proportional to usage. Often resources move between these categories
over time. What services “belong” in which category? In Priced and Unpriced Online Markets (Journal
of Economic Perspectives 2009), | offer answers grounded in service costs, transaction costs, and
complementary products.
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My writing in this vein often seeks to influence regulators and inform public opinion. The following
articles enjoyed particularly direct responses from practitioners and policy-makers:

o Adverse Selection in Online “Trust” Certifications (International Conference on Electronic Commerce
2009) analyzed online “safety” certifications issued without verifying sites’ true behaviors. As a
result, the sites that sought and received certification were /ess trustworthy than uncertified sites. In
response to my analysis, the certifying organization sharply increased its oversight.

e Domains Reregistered for Distribution of Unrelated Content' documented a Montreal company that
renewed domain names after prior owners had allowed the registrations to expire. The company
then used those domains to show sexually-explicit material—charging prior registrants large fees to
remove the explicit images and reclaim their domains. My article led to the company to abandon this
tactic, which saved more than four thousand web sites approximately one thousand dollars each.

e Spyware Showing Unrequested Sexually-Explicit Images' rigorously documented a series of popups
showing explicit images without a user doing anything to request explicit content. Previously, such
occurrences had not been preserved in a way that reliably confirmed that the problem was real. My
article (and further examples | provided directly to FTC staff) formed the basis of FTC litigation
against Penthouse’s AdultFriendFinder, which paid partners who presented explicit offers in popup
windows, often to users uninterested in such material.

e False and Deceptive Display Ads at Yahoo's Right Media' demonstrated brazenly unlawful advertising
at a top display ad network. In a representative example, a geographically-targeted ad proclaimed
“One of your friends from Boston has a crush on you”—a complete fabrication. Other dubious ads
charged users to apply for green cards (actually free), promised “free” ringtones (actually yielding
charges through users’ phone bills), and claimed users’ computers needed repair (though there was
no specific reason to think they did). Using Right Media’s own taxonomy, freely available to anyone
who knew where to look, | confirmed that more than 35% of the network’s advertising featured
characteristics the company itself deemed to be deceptive. My findings prompted an investigation
by the Washington State Attorney General, which in turn led Right Media to end the most deceptive
practices.

This project also yielded teaching materials. In fact | found these problems while planning a case
about Right Media’s banner ad network. When | found the problems, | shifted the case to focus on
the company’s efforts to classify ads and its possible duty to remove deceptive ads. My Ad
Classification at Right Media teaching case puts students in the role of managers attempting to
satisfy diverse web site publishers as well as ad networks and advertisers. Should they remove
deceptive ads? Insist that such ads are only shown to publishers that specifically approve them? Or
embrace the deceptive ads to prevent a competitor from seizing the opportunity? Students consider
these and other options.

Building on some of the work in the second and third entries above, Red Light States: Who Buys Online
Adult Entertainment? (Journal of Economic Perspectives 2009) explores online adult entertainment,
including the sector’s use of new technologies, its sui generis regulation, and patterns in subscription
demographics.

| have also uncovered a series of privacy violations by major software vendors. In Facebook Leaks
Usernames, User IDs, and Personal Details to Advertisersf | demonstrated that Facebook revealed to
advertisers the usernames and user |ID numbers of those who clicked the advertisers’ listings—
information Facebook had specifically and repeatedly promised to keep confidential. In Google Toolbar
Tracks Browsing Even After Users Choose “Disable”. | showed that Google continued to track user
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behavior even after users “disable[d]” Google’s Toolbar and even after the Toolbar disappeared from
view. In Upromise Savings — At What Cost?. | caught Upromise sending customer credit card numbers,
expiration dates, and even CVV codes (among other information) without any encryption whatever,
allowing easy eavesdropping even from purportedly “secure” sites. Each vendor ceased the
corresponding practice after | reported the problem, and the FTC later filed suit against Upromise based
on my findings. My Selected Privacy Breaches, 2009-2010 case explores potential explanations for these
widespread problems, asking students to assess managers’ decisions before privacy breaches to
consider whether more should have been done.

In striving to improve various aspects of online policy, a significant portion of my work has required
finding and documenting behaviors that are concealed or, in any event, little-known. (Consider the
various unsavory activities and privacy guffaws described above.) But other projects arise from
practices seemingly hiding in plain view. For example, for more than a decade, search engines labeled
advertisements with the vague reference “sponsored links.” Sophisticated users knew what that label
meant, but that knowledge was not universal. In “Sponsored Links” or “Advertisements”?: Measuring
Labeling Alternatives in Internet Search Engines (Information Economics and Policy 2012), Duncan
Gilchrist and | show that vulnerable users (with low income, low education, and less online experience)
click significantly fewer ads when they are shown a clear “paid advertisement” label. Yet this improved
label leads them to more accurately report how many advertisements they clicked—suggesting that the
“sponsored” label did not provide the information they needed to make an informed decision.

Another widespread problem that often goes unnoticed: More than one million typosquatting domains
ensnare users who mistype well-known web site addresses, thereby showing advertisements which
delay users’ attempts to reach desired sites and also billing advertisers for any resulting clicks. In
Measuring the Perpetrators and Funders of Typosquatting (Financial Cryptography 2010), Tyler Moore
and | design software to help inventory these sites—examining the advertisements they show, assessing
the market concentration among registrants and their various service providers and partners, and
estimating advertisers’ costs for these tricky ad placements.

Publication Strategy

My publication strategy reflects the audiences | seek to influence. | have largely sought to publish in
economics journals, but | have also published in marketing, psychology, computer science, and law
journals. (Note that computer science articles often appear in the peer-reviewed proceedings of
selective computer science conferences, rather than in journals.)

Online publication provides an important way for me to reach practitioners, regulators, and the general
public. First, online distribution offers unmatched speed, which is useful for presenting fast-changing
problems. (Online distribution also offers superior reach, including news stories and blogs that link
directly to my site.) In addition, I’ve found that online publication uniquely lends itself to the diverse
formats | provide; for example, it allows for screen-capture video and other appendices that confirm the
details of the fraud reports | assemble. | attempt to mitigate some of the resulting loss of peer review
by circulating drafts to trusted colleagues, both academics and practitioners. Note that my online
articles are not typical off-the-cuff “blog” posts; my full-length online articles often reach several
thousand words and feature a dozen appendices of screen-capture video, screenshots, network logs, or
other records.

My online publications have attracted a substantial audience. My measurement software reports that
the benedelman.org site has received more than five million page-views since its inception in 2004. At
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benedelman.org/media, | maintain a listing of all news stories, blogs, and other coverage about my
work. With one entry per line, the list now fills 86 single-spaced pages.

Course Development

In spring 2009, Peter Coles and | took over Managing Networked Businesses from Tom Eisenmann. With
Tom’s generous support, we reworked the course in light of our research interests and teaching
preferences. In fall 2010, we retitled the course Online Economy: Strategy and Entrepreneurship. The
course draws in part on content and frameworks we and Tom previously developed for MNB, though
the course now focuses solely on online businesses, in part based on student feedback. Since Peter’s
departure from HBS, | have taught the course on my own.

Much of the first half of Online Economy considers the challenge of mobilization: motivating users to
join a platform that is most valuable when many others participate. My approach to this material differs
from (but complements) Tom’s MNB mobilization module in that we emphasize specific strategies such
as providing a product with standalone value and expanding from a niche. The Mobilizing Networked
Businesses module note organizes many of the mobilization strategies explored in my course. In How To
Launch Your Platform (HBR 2015), | present these strategies to practitioners.

The course then turns to expansion, including all manner of online advertising as well as intermediaries
more broadly. After building an understanding of online marketing basics, we turn to questions of
measurement including both the basic question of whether customers are buying and the more subtle
question of whether these customers would have purchased even without an advertising campaign.
This leads to questions of intermediaries’ incentives, including the methods used to align intermediaries
with customers but also the contexts where incentives diverge. We focus on powerful intermediaries,
most notably Google, though also powerful intermediaries in travel and payments. We assess
companies’ options when intermediaries impose unpalatable prices or terms.

The course then turns to questions of monetization, including who to charge and how much may
plausibly be given away for free. We examine opportunities to align monetization with platform goals,
so that paying a fee serves not only to enrich a platform operator but also to signal quality or
commitment. With this design perspective, we turn to the key requirements for successful online
markets, including achieving thickness, preventing congestion, mitigating asymmetric information, and
ensuring participants’ safety.

Students’ primary written deliverable for the course is a paper/project. The majority of students analyze
startups or business plans they hope to start, or small companies they are considering joining. | support
their efforts with extensive one-on-one feedback: During my teaching semester, | regularly offer more
than one hundred office hours appointments.

My course’s approach to network structure is grounded in the economics literature on market design—
and these ideas, along with my own research, provide a useful lens to examine many of the cases we
consider in class. For example, the congestion Al Roth sees in matching physicians to medical residency
programs is not unlike the difficulty a jobs site faces when job-seekers apply to literally hundreds of jobs
that do not match with their interests (a problem considered in my teaching case The Ladders, with
Brian Hall and Peter Coles). Similarly, | explore strategic use of reserve prices in Optimal Auction Design
(American Economic Review 2010), and similar controversial behavior arises in both the Google and
American Airlines teaching cases.

Online Economy also benefits from drawing upon—and educating students about—relevant legal
principles. When is a web host liable for harmful material uploaded by users? For copyright-infringing
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