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Article abstract

The emergence of large-scale cooperation in humans poses a major puzzle for the social and
behavioural sciences. Reputation formation—individuals’ ability to share information about others’
deeds and misdeeds—has been found to promote cooperation. However, these findings are mostly
based on small-scale laboratory and field experiments or on data gathered from online markets
embedded in functioning legal systems. Using a unique data set of transactions in a cryptomarket for
illegal drugs, we analyse the effect of buyers’ ratings of finished transactions on sellers’ business
success. Cryptomarkets are online marketplaces in the so-called Dark Web, which can only be
accessed by means of encryption software that conceals users’ identities and locations. The
encryption technology makes it virtually impossible for law enforcement to intervene in these market
exchanges. We find that sellers with a better rating history charge higher prices and sell their
merchandise faster than sellers with no or a bad rating history. Our results demonstrate how
reputation creates real incentives for cooperative behaviour at a large scale, in the absence of law
enforcement and among anonymous actors with doubtful intentions. Our results thus challenge the
institutional and social embeddedness of actors as necessary preconditions for the emergence of
social order in markets.

Materials description

DTA: Stata data fiel comprising 5675 observations and 38 labeled variables (srdata.dta)
DO: Documented Stata syntax file. Running the syntax on the data reproduces the results, figures and
tables reported in the paper (analysis_paper.do)

Source of data

The data was extracted from an SQL dup provided by Nicolas Christin. The original data are still
available here: https://gwern.net/dnm-archivetsilk-road-1-sr1.

Software information

Stata 14 and higher


https://gwern.net/dnm-archive#silk-road-1-sr1
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