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Market design ideas are everywhere.  The following news articles, taken mostly from the NY Times, the WSJ, and other newspapers, describe either new markets (often with URL’s, since many are internet markets), or markets that are experiencing some problem that might be amenable to market design. These are meant as a set of articles to help you think about markets you might want to analyze from a design point of view, either by thinking about one of the markets here, or just by getting you in the mood to see design problems as they crop up all around you. 
 

The articles are about markets involving

1. Matching borrowers and lenders (without banks) [2 articles, 2/5/06 and 2/13/06] 

2. Ticket price futures 

3. Recruiting college athletes (matching athletes to colleges) [2 articles] 

4. Online recruiting 

5. UK medical matching (without preferences:) 

6. The "Upfront" (futures) market for television advertisements 

7. Internet real estate sales (without realtors) [3 articles] 

8. Post-season college football bowls 

9. Market for Votes (at Harvard:) 

10. Economics of virtual worlds 

11. Predictions (markets as aggregators of information) [2 articles] 

12. Personalized pricing of airfares 

13. High volume stock trades 

14. College admissions (wait lists) [2 articles] 

15. Auctions for patents 

16. Automated mediation (dispute resolution) 

17. A (single buyer) market for kidneys? 

18. Common casting at Harvard 

19. Freshman "blocking groups" (residence affiliations) at Harvard 

20. New academic journals 

21. Online dating/Speed Dating [3 articles] 

22. Unraveling in Antique Markets 

23. Airline Slot Auctions at LaGuardia 

24. Inbreeding in Academia in Spain 

25. Markets for Virtual Goods 

26. Student Loans 

 



Matching borrowers and lenders (without banks)
NY Times, February 5, 2006
On the Contrary
Where Lender Meets Borrower, Directly 
By DANIEL AKST
ABOUT 10 years ago, a man named J. Richard Fredericks, who focused on commercial banking during a career in the securities business, made an interesting observation. "Banking is essential to a modern economy," he said. "But banks are not."
Recent events have made Mr. Fredericks look prescient. The most obvious development has been Wal-Mart's request for federal permission to enter the banking business. Although the company says it wants permission only to operate a quasibank — known as an industrial loan company — in order to save money on credit card processing, America's smaller banks worry that eventually the big retailer will eat their lunch. 
Less noticed, and potentially more significant, are a couple of fascinating banking developments on the Internet, the greatest strength of which may yet turn out to be in matching supply with demand, whether the arena is goods, services, information, love or money. In Britain, a site called Zopa.com has built a system of matching borrowers and lenders that eliminates the traditional middleman: the bank that accepts your deposits and then lends your money, assuming credit risks as it does so. Zopa, which started last March, has 48,000 members, a spokesman said.
Zopa makes it possible for individual lenders and borrowers to connect without going through an old-fashioned financial institution. Presumably, lenders can earn higher rates of return — and borrowers can get better deals — because there is no bank overhead to pay, not to mention all those pesky reserve, accounting, community lending and other requirements. Zopa gets a 1 percent fee from borrowers, but beyond that allows lenders and borrowers to set rates themselves in its online marketplace. 
There is risk for lenders, of course, but Zopa tries to minimize it by dividing any sum on offer into at least 50 different loans. (Zopa handles payments and administration, so this diversification imposes no headaches on lenders.) Borrowers, moreover, are divided into various markets, based on their credit scores, so lenders can charge the less creditworthy a higher rate. Zopa even provides estimated default rates, based on loan duration and the borrower's level of creditworthiness.
Is it any surprise that a similar project is in the works on this side of the Atlantic? It's called Circleone.com, and its chief executive and co-founder, Chris Larsen, held the same positions at E-Loan, the Internet mortgage company. 
So far, Circleone is accessible only by password; a spokesman said by e-mail that "we're still working on enhancing the site based on feedback from our initial 'friends and family' launch,' " and that during this period it was not talking to the press.
But log-in information is freely available on the Internet, so I signed in and poked around a bit. My conclusion is that Circleone, like Zopa, is probably onto something. Lenders bid on loans, and borrowers, using a technique more often seen in third-world microlending, can form groups with collective ratings. Think of it as a cross between eBay and a first-world version of Grameen Bank, the pioneering lender in Bangladesh.
Circleone borrowers are assigned letter ratings, based on their credit score on Experian, one of the major credit agencies. Those with low scores or no credit history are rated, too, offering even these risky borrowers potential access to money — and offering adventurous creditors a chance to lend to them. 
Historical default rates are given for each letter rating; lenders can bid on individual loans or leave standing orders to lend at a given rate and term. Circleone will charge borrowers 1 percent and assess lenders a 0.5 percent annual fee, accrued daily on outstanding loan principal.
This could be a great business. But just as E-Loan didn't demolish the market for traditional mortgage lending, Circleone and its inevitable imitators are unlikely to drive America's banks out of business. Neither would Wal-Mart, if it gets the permission it seeks. But I do think that Wal-Mart and outfits like Circleone will eventually pose a challenge to one of the most profitable parts of banking: the credit card business.
The new lenders will allow individuals to get relatively small personal loans conveniently, and at lower interest rates than those offered by traditional credit cards. If the idea succeeds, it should put downward pressure on persistently high credit card rates. By giving depositors a potentially lucrative alternative, it may also raise banks' cost of funds.
It sounds like a good deal for everyone — everyone, that is, but banks, who may yet discover that an Internet start-up can be at least as dangerous as a retail leviathan. 
Daniel Akst is a journalist and novelist who writes often about business. E-mail: culmoney@nytimes.com.
         Copyright 2006
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NY Times, February 13, 2006

E-Commerce Report 

It's Like Lending to a Friend, Except You'll Get Interest 

By BOB TEDESCHI

THE Internet has become a great place to track down friends — or friends of friends — for advice or for a date. Now you can ask them for money, too. Prosper.com, a start-up company based in San Francisco, started operations last week, offering a mixed brew of eBay, Friendster and the local bank.

Prosper's users lend money to and borrow money from other people on the site at what the company says are better interest rates than those available through traditional financial institutions and without some of the risk that comes from typical person-to-person loans. 

"We looked at eBay and said, 'Why can't we do this for money?' " said Chris Larsen, Prosper's chief executive.

Mr. Larsen, who founded and led E-Loan, an online lender that was bought last year for $300 million by Popular Inc., says Prosper could save borrowers and lenders money because it was a leaner operation than traditional financial institutions. He noted that consumers make, at most, about 4 percent on their savings accounts, which banks then lend to credit card customers at 14 percent or more. 

"That's just a huge spread," Mr. Larsen said. "We think if you allow people to participate directly, it's a more efficient marketplace. People can make a better return on their deposits, which then become the source of credit to others."

On Prosper.com, prospective borrowers register with the site and allow the company to review their credit history. Then borrowers post a loan request of up to $25,000, along with an upper limit for the amount of interest they are willing to pay. Loans are not secured by collateral and are paid off over three years at a fixed rate, with no prepayment penalty.

Lenders essentially deposit their money with Prosper — which holds it in an interest-bearing account with Wells Fargo— and either review the loan requests individually or fill out a form permitting Prosper to allocate money to borrowers who meet certain criteria. 

Chief among those criteria is the borrower's rating from the credit reporting bureau Experian, but borrowers can also join or create groups with defined interests or characteristics that, they hope, will make them more attractive to some lenders.

Among the groups on Prosper are aficionados of the Porsche 914 model, associates and employees of a Berkeley cafe and Vietnamese-American students. Borrowers, who typically post their loan requests and any group affiliation, along with a description of who they are and why they need the money, then wait a maximum of two weeks for lenders to bid in ever-lower interest increments for the right to issue the loan.

To help lenders minimize risk, Prosper permits them to finance just part of a given loan, so a typical lender may offer, say, $100 at 6.5 percent interest toward a loan to someone with excellent credit.

Once the bidding is complete, and if enough lenders bid enough money to finance the loan at a single rate acceptable to the borrower, Prosper transfers the money to the borrower's account and establishes a monthly repayment system that withdraws money from the borrower's checking account. (Should a borrower default, Prosper hires a collection company on the lender's behalf and alerts credit bureaus.) 

Prosper makes money by charging borrowers 1 percent of the loan amount, while lenders pay 0.5 percent of the loan's balance each year.

The community aspect of the site, Mr. Larsen said, is an important component. "It's satisfying to place money in little bits with people who have stories, and in groups that you know and trust and want to support," he said. "And if you're part of a group, the theory is that you'll perform better as a borrower than if it was some disconnected credit card company."

Some prominent venture capital firms, including Accel Partners and Benchmark Capital, have rallied around the idea. Jim Breyer, an Accel partner who serves on the board of Wal-Mart Stores, is a Prosper director, as is Bob Kagle, a general partner at Benchmark, who also serves on eBay's board.

Mr. Larsen said the site's two-month testing period went well, and as of last week, Prosper had attracted lenders with a total of about $750,000 to lend.

Although Prosper is among the first to try this business in the United States, the idea has a track record abroad. Zopa.com, which operates in Britain, introduced a similar service in March (also with backing from Benchmark Capital) and has attracted more than 50,000 registered users, said Richard Duvall, Zopa's chief executive. At any given time, he said, about 15 percent of the users are either lending or borrowing money.

Mr. Duvall would not disclose the privately held company's revenues, but said he was "very pleased with our numbers" — so much so that he planned to start a site in the United States to compete with Prosper this year. Mr. Duvall said Zopa would also soon let users affiliate in groups, as Prosper does.

According to Asaf Buchner, a financial services analyst with the Internet consultancy Jupiter Research, that component could be critical to these sites becoming profitable. 

Mr. Buchner notes that Prosper's group leaders receive a commission on the group's lending and borrowing activities, which they sometimes share among the group.

"If the sites are able to recruit strong group leaders with strong affiliations, they shift the marketing burden to those people, who have the incentive to go after others to become part of the group," Mr. Buchner said.

The group approach enticed at least one of Prosper's lenders, Stephen Russell, who registered with the site during its testing phase, and who is the brother of a Prosper engineer. Mr. Russell, the chief executive of a San Francisco technology company, 3VR Security, has put up $25,000 to invest on the site. He has also started a group to lend money to people affiliated with the Climb High Foundation, which trains women in tourist destinations to become climbing and trekking guides.

"I'm not just optimizing the rate of return on my assets," Mr. Russell said. "It's also a way to facilitate lending that'll help women in developing countries. That takes the lending and borrowing process one step further."

 



Ticket price futures
 

	
BUSINESS   | February 2, 2006 
Economic Scene:  Wait Till Next Year, but Lock In the Ticket Price Now 
By ALAN B. KRUEGER 
A futures market for tickets to major sporting events to reduce risk was proposed in 2002 and is finally coming to fruition. 
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	February 2, 2006
Economic Scene
Wait Till Next Year, but Lock In the Ticket Price Now 
By ALAN B. KRUEGER
JOE KOCOTT and Ian McKinley are both die-hard Pittsburgh Steelers fans. In the past week, Mr. McKinley urgently searched eBay, Craigslist, StubHub and other sources for a ticket to Super Bowl XL, eventually buying one for $2,500, while Mr. Kocott secured tickets for himself, his wife and seven children, and nine others in early January by paying an average of $350 for 18 futures contracts that promised him tickets if the Steelers made it to the championship game. 

Futures markets have existed for decades for commodities like pork bellies and oil, whose prices fluctuate over time. The advantage of a futures market is that it allows the buyer and seller to lock in a price, and in that way reduce uncertainty. 

There is great uncertainty surrounding sporting events like the Super Bowl, including whether a fan's team will make it to the game and the price of tickets on the secondary market. Stephen K. Happel and Marianne M. Jennings of Arizona State University proposed a futures market for tickets to major events to reduce risk in 2002. Their idea is finally coming to fruition. 

Three Internet companies — Yoonew.com, TheTicketReserve.com and

SuperbowlOption.com — sold futures-like contracts for this year's Super Bowl. Mr. Kocott said he investigated various options after seeing Yoonew advertise at a Monday Night Football game he attended. He purchased 10 contracts from Yoonew after the Steelers' wild-card playoff game for $185 each and 8 more for $547 apiece a week later. 

The contracts worked as follows: If the Steelers made it to the Super Bowl, he would receive a ticket to the game, and if they did not he would lose his payments. Mr. Kocott said his biggest concern was whether he could trust a Web site to hold up its end of the bargain. 

Yoonew, a company based in Baltimore, was founded by two students from the Sloan School of Management at the Massachusetts Institute of Technology, Gerry Wilson and Hagos Mehreteab, in 2004. Although Yoonew does not possess tickets to games initially, it purchases them with the proceeds from futures contracts and reserve funds, if necessary. 

The company nearly failed after the Final Four college basketball tournament last year amid soaring ticket prices caused by increased demand from universities that qualified for the Final Four that were near the site of the games, and decreased supply because some coaches were caught scalping tickets. 

Realizing that his company's future depended on its ability to deliver the promised tickets, Mr. Wilson liquidated his 401(k) to spend $35,000 on tickets. An investor has since poured $2 million into the start-up, shoring up its finances for now. 

Mr. Wilson said that Yoonew's futures contracts do not run afoul of antiscalping laws because they are contracts for tickets, not tickets themselves, and because the contract price is typically below the face value of the ticket ($400 or $600 for this year's Super Bowl). 

The relatively low price of futures contracts gives moderate-income fans a chance to attend marquee sporting events, which is a welcome counterbalance to the many corporations and lobbyists that often snap up tickets. 

Last season, Yoonew posted a futures price for each team daily. Mr. Wilson said the price depended on the probability of a team's reaching the Super Bowl, the market value of tickets, stadium capacity and other factors. 

Yoonew plans soon to provide an online trading platform, like Ameritrade, where people can buy and sell futures tickets at market-determined prices. 

Analyzing data from last season, I found that the weekly gambling odds from SportingbetUSA explained 96 percent of the variability in Yoonew's futures prices, implying that futures can mainly hedge the uncertainty of a purchaser's team making it to the Super Bowl. 

If fans are risk-averse, then ticket futures add economic value. To see this, suppose that there is a 10 percent chance of a fan's team reaching the Super Bowl and that a futures contract costs $250 while a ticket could be purchased the week of the game for $2,500. At these terms, a risk-loving fan intent on going to the Super Bowl if his team plays would wait to buy a ticket for $2,500, and a risk-averse fan would buy a futures contract for $250. 

Indeed, a risk-averse fan would be willing to pay more than $250 for a futures contract in this situation. Like an insurance policy, ticket futures sell at a premium over their expected value because they help risk-averse buyers hedge against uncertainty. 

To gauge the size of the premium, note that a fan could guarantee a ticket to the Super Bowl by buying a futures contract for every team in a conference; one is bound to make it. Call this expenditure the sure-thing price of a ticket. If fans were risk-neutral, the sure-thing price would equal the price that tickets are expected to cost at game time — say $2,500 this year. The excess of the sure-thing price over $2,500 gives a rough indication of the market valuation of insuring against risk. 

The futures appear to have been priced reasonably. The premium for a sure-thing ticket from Yoonew ranged from about 35 percent to 60 percent during the season, not far from the markup in some lines of insurance. Interestingly, the premium fell sharply as the playoffs advanced, perhaps because fans overestimated their teams' chances during the season. 

The emerging market for futures tickets remains thin, however, as indicated by the large gap between buy and sell prices for the Final Four and next year's Super Bowl posted on TheTicketReserve.com. 

To survive, the futures market will require an influx of customers. 

Mr. Kocott, who is giving some of his 18 Super Bowl XL tickets to the Make-A-Wish Foundation, will do his part to spread the word. He called Yoonew's ticket futures "long overdue" and "one of the most ingenious ideas I have ever seen." He expects to buy futures for the Final Four and next year's Super Bowl. 

When asked if he would consider buying a futures contract next year, Mr. McKinley, who scrambled to buy a Super Bowl ticket this week, said, "Perhaps, after verifying that the company can actually get the seats that would be part of the futures contract." 

Establishing a reputation for dependability is a prerequisite for a futures market in tickets to succeed. The sports leagues could help by distributing some tickets to fans through the futures market. 

Alan B. Krueger is the Bendheim professor of economics and public affairs at Princeton University. His Web site is www.krueger.princeton.edu.

	 



	


 

 



Recruiting college athletes (2 articles: Jan 29, 2006 and Oct 16, 2005)
 

  
SPORTS / COLLEGE FOOTBALL   | January 29, 2006 
The Athlete's Edge:  College Hopefuls Reach Out to Recruiting Services 
By BILL PENNINGTON 
There are at least 75 recruiting services nationwide, and they do more than build interactive Internet sites. 
 
College Hopefuls Reach Out to Recruiting Services 

By BILL PENNINGTON

Dave Beccaria, the baseball coach at Haverford College outside Philadelphia, is looking for a catcher. He has been to dozens of high school recruiting events, mailed hundreds of letters to prospects and scouted countless player videos.

But seated at his office computer, Beccaria can redouble his catcher search in minutes. On the Web site for the Baseball Factory, a recruiting service in Columbia, Md., Beccaria uses a private password given to college coaches to request files on all high school catchers registered with the service. He receives a list of 284 names, and with each name are the prospect's grade point average, SAT scores and a series of ratings, based on reports by Baseball Factory scouts, for the player's skills in throwing, hitting, fielding and running.

Beccaria can then click on a player's name and be taken to a Web page that includes detailed information: the player's phone number, e-mail address, height, weight and, in some cases, shoe size. Supplementing that are a more comprehensive written evaluation by a Baseball Factory coach and a video of the player in action. Beccaria can narrow his search to find catchers who have certain minimum academic qualifications or times in the 60-yard dash, or who bat left-handed or live in a certain region. Or he can search for players within all four variables.

The information is free to college coaches. For a high school player to register for Baseball Factory services, it can cost $500 to $5,000. Last year, about 1,200 players signed contracts to have the Baseball Factory promote them to colleges.

These players are just some of the thousands of high school athletes who, with their parents' blessing, and checkbooks, have employed professional recruiting services to devise sophisticated marketing campaigns to attract the interest of college coaches. The goal is an athletic scholarship, or the edge that being a recruited athlete brings in the admissions process at elite colleges. Haverford, one such college, plays in Division III, which prohibits athletic scholarships.

There are at least 75 recruiting services nationwide, and they do more than build interactive Internet sites. They conduct elaborate e-mail campaigns, lobby college coaches, produce and edit polished videos and counsel their clients on everything from curriculum to essays for college applications.

These are not services for the blue-chip prospects in the most high-profile sports; college coaches know about those players. Instead, recruiting services are particularly popular among athletes a notch below in accomplishment or exposure and among players from the less-celebrated sports like volleyball and softball. Female athletes are flocking to recruiting services. Last year, one of the biggest and oldest services, National Scouting Report, had more girls as clients than boys for the first time.

"The recruiting process has become so complex, and parents have so little free time to learn it," said Dave Possinger, director of national territory sales for National Scouting Report, which has 200 employees and recently opened operations in Australia, New Zealand and South Africa. "We relieve the burden for them. We have a host of former college coaches on staff who know the drill. We will put a student-athlete's athletic and academic information into the hands of every coach whose college plays that athlete's chosen sport."

National Scouting Report, which opened in 1980, recently sent information on 107 men's soccer prospects to the sport's 729 coaches in Divisions I, II and III. The company, based in Alabaster, Ala., also provides Web, video and counseling services.

John Darsee of West Nyack, N.Y., paid the Baseball Factory $5,000 two years ago to help his son, Sean, then a high school freshman. Sean, a right-handed pitcher, has since attended about 15 Baseball Factory training sessions, clinics and camps around the country. (Travel expenses are not included in the fee.) He has a personal Baseball Factory counselor, who is a former Major League Baseball scout, helping him pick colleges and the right recruiting events, or showcases, to display his pitching.

"I've learned how to organize the college process," Sean Darsee said. "You develop as a player, and at the same time they teach you how to look better on the field, better in video and how to talk to the coaches. They're making it a lot easier."

John Darsee said: "The kids who throw 95 miles an hour don't need these services, but the above-average players who may never be seen do benefit. They have taught Sean what he needs to do to better himself in baseball, and that's where my $5,000 is worth it."

Recruiting service Web sites are replete with testimonials from college coaches about the services' value in recruiting. Other college coaches concede that recruiting services are a useful if elementary tool, providing names to add to a database of players to check out. Beccaria, of Haverford, said that he used a recruiting service as a high school player, although he was not sure if it helped him get into Johns Hopkins. 

Many coaches, including Beccaria's colleagues at Haverford, say that recruiting services are a waste of money. These coaches said they had never had an athlete from a recruiting service end up on their teams. They discard the e-mail messages as soon as they receive them.

"I realize some kid's parents might have paid $1,000 to have that e-mail sent," Tom Donnelly, the track coach at Haverford, said recently as he deleted a recruiting service e-mail message on his computer screen. "The sad thing is, I would have read it if the kid had sent it himself."

Donnelly noted that a similar e-mail message from the same service had referred to an athlete who enjoyed playing track. "Playing track?" Donnelly said. "No real runner talks like that."

Mike Murphy, the men's lacrosse coach at Haverford, said that when he speaks at high schools, he often tells the athletes to avoid recruiting services.

"As a coach, I know that the recruiting service guy's job is to get that kid into college," Murphy said. "He couldn't care less about the welfare of my program. So what do I care what he thinks? These families pay all this money, and the services don't do anything that the families can't do for themselves.

"Send me an e-mail and I'll read it and follow up. Pay somebody a few hundred dollars to video three or four of your kid's games and make a tape."

The Haverford men's tennis and squash coach, Sean Sloane, said he thought potential applicants who would qualify academically were "bright enough to understand that a recruiting service is not going to help them with schools like us."

Steve Sclafani, who founded the Baseball Factory 11 years ago and is its chief executive, said he believed some unscrupulous enterprises were damaging the image of the recruiting service industry.

"The people who say they're experts in 25 sports and don't do any developmental training, they're probably just sending out bios and mass e-mails, and I don't see the value in that," Sclafani said. "So I understand why coaches delete e-mails. If you don't know the people behind the organization, then it's fluff. It is a waste of time."

Possinger, at National Scouting Report, agreed that some parents and athletes might be able to navigate the recruiting process themselves.

"But others don't want to risk it," he said. "They've spent maybe $20,000 since their child was a high school freshman on travel teams, special tournaments and private tutors. A $2,500 fee to a recruiting service is a good investment."

There are other recruiting services that specialize in helping students get into specific groups of colleges, like the Ivy League. Other services concentrate on one sport. Margery Slonaker of Summit, N.J., started Best Foot Forward six years ago to help girls. 

"Boys had been recruited for years, but when it came to girls, the colleges would low-ball them," Slonaker said. "That annoyed me."

Slonaker, who also has boys as clients, likened herself to an independent guidance counselor, although she will not contact college coaches.

"I want the kids to stand up for themselves," said Slonaker, whose fees range from $200 to $1,200 annually. "I help prepare them: what courses to take, what tutors to see, what camps to attend. But it's their process; it's about the education they want and the sport they want to play. I just take some of the stress out."

Not all recruiting services ask athletes for a substantial amount of money. Some fetch up to $10,000 from individual colleges.

MSL Sports, based in Manhattan, receives that much from some of its major college football clients, and that allows the coaches access to all the information, evaluations and video MSL compiles from multiple scouting combines it conducts across the country. For $500, Division III coaches can receive a book on players from high-profile all-star games the company sponsors.

Because football programs need so many players, volume matters. MSL evaluated 2,300 players last season. To be included on the Web site costs $125.

Sara Ellison, vice president for operations at MSL Sports, envisions a day when recruiting will allow a college football coach in Ohio to watch a prospect's Friday night game in Georgia via cellphone or iPod.

"Technology is changing everything," Ellison said. "That coach could watch eight prospects play live in one night. And he would never leave his office."

 

 

 

 

	NY Times

SPORTS   | October 16, 2005 
The Athlete's Edge:  Choreographing the Recruiting Dance 
By BILL PENNINGTON 
More than 80 high school athletes went to Haverford College on Oct. 1 to inspect the campus, but for many there was tension. 

	[image: image4]


	  


 
Choreographing the Recruiting Dance 

By BILL PENNINGTON

It is all about the coach's list.

More than 80 high school athletes went to Haverford College on Oct. 1 to inspect the campus, meet potential teammates and monitor classes, but for many there was a tacit tension. They were trying to gauge their standing on a secret ranking of players each coach will forward to the admissions office.

"You stand around with the other recruits like you're friends, and you are," said John-Paul Cashiola, an 18-year-old lacrosse goalie from Houston. "But you're also sizing everybody up."

"So you can't help but notice who he seems to be paying more attention to," he added, referring to Mike Murphy, the lacrosse coach. "You ask who else plays your position, you start to count, and you wonder where you fit in."

Haverford, a small, selective liberal arts college outside Philadelphia, competes in Division III, which prohibits athletic scholarships. But at many Division III institutions, including most of the nation's small-college academic elite, athletes can measurably enhance their chances of acceptance by being included on a coach's list for the admissions office. 

There are no guarantees, but in the frenzied atmosphere enveloping top colleges like Haverford, parents and their children pursue any advantage.

"It can be stressful," said Kevin Friedenberg of Needham, Mass., another goalie, one of 20 lacrosse players who made the trip to Haverford. "You'll see the coach writing something on his clipboard and you think, Am I moving up or down on his list?"

The anxiety was laced with another dynamic: Murphy was trying to figure out where Haverford ranked on each prospect's list of colleges. He does not want to place a player near the top of his admissions list of about 15 if he believes a player's top choices are Ivy League universities or Division III rivals like Swarthmore or Williams.

Murphy has spent eight months sifting through hundreds of potential recruits; at this stage, he wants to support athletes he thinks will go to Haverford if accepted.

"It hurts my credibility with admissions if I push and scream for a kid to be admitted who ends up rejecting us," Murphy said. "You want someone who wants you. Of course, the kids are saying the same thing about the coaches."

This byplay between coaches and prospective players exists for most of Haverford's 21 men's and women's sports, and has an intricate protocol. The college has agreed to give The New York Times access to its recruiting process. Even at colleges that do not play football, like Haverford, coaches and their potential recruits are engaged in a kind of high-stakes poker.

"Everybody has a full deck of cards, but nobody wants to show their cards at the same time," said Clay Bartlett, a right-handed pitcher from Washington who has been a Haverford baseball prospect for more than a year. Bartlett recently decided to apply for early decision to Columbia. He is obliged to attend Columbia if accepted in December. If he is turned down, he goes back into the recruiting pool.

Bartlett, whose family spent about $5,000 on six recruiting showcase events this summer, grew accustomed to nightly phone calls from college coaches.

"My cellphone has 14 coaches' numbers in the directory," Bartlett said. "It's fun, but it can be overwhelming. At times, I felt I could drown in it. The conversations with the coaches have been like something out of diplomacy training."

When it comes to their ranked lists, players and coaches tend to talk in code.

"I learned to be as vague as you can while also being direct," Bartlett said. "I didn't want to say anyone was my top choice, but I would say they were on the top of my list. On the whole, the coaches are going to respond in a vague manner, too."

Amy Bergin, Haverford's volleyball coach, said she usually told her best prospects they were in her top five.

"But I refrain from saying you're my No. 1," she said. "What if God's gift to volleyball drops into my lap? Now my old No. 1 isn't No. 1. And that happens."

Most high school athletes have instead learned to ask each coach how much playing time they will get. It is a way to measure the coach's interest - if you understand the code.

"I listen to everything coaches say to me carefully," said Elizabeth Sugden, a 17-year-old volleyball player from suburban Chicago, who attended Haverford's recruiting event. Sugden is considering a handful of colleges, including Washington University in St. Louis and the University of Chicago. "There are clues to where you stand."

Murphy, the lacrosse coach, agreed. When it comes to the playing time question, he says he answers truthfully.

"To some kids I will say, 'You can help us,' " Murphy said. "Unfortunately, some kids will hear that and envision playing as a freshman and scoring 30 goals. But what I mean is that I think they can play, but probably not in a leading role.

"For the next level of recruit, I will tell them, 'You can start for us.' Which means they can start eventually. Next, I'll say, 'You can start early for us.' And the next step would be, 'You're a potential all-conference player.' The last response is, 'You're a potential all-American and will start as a freshman.' I pass the same assessment on to the admissions department."

Some coaches at Haverford, and at other Division III colleges, approach this stage of the recruiting dance with a less tactical choreography. Tom Donnelly, Haverford's men's cross-country and track coach, is one of them. When a recruit presses to learn his ranking on the list for the admissions office, a red light goes off for Donnelly. 

"I know he has no real interest in running in college," he said. "I've lost some kids with fast times thinking that way, but I don't know if they ever went on to run fast times in college."

Donnelly, who has coached 95 all-Americans in 31 years at Haverford, calls potential applicants whose lobbying efforts seem too professional "résumé runners."

"There is one high school, a good school, where I think they have classes that teach the kids how to sell themselves to college coaches," said Donnelly, who added that he no longer put prospects from that school on any of his admissions office lists. "I don't feel like my list makes that much of a difference in admissions, but given the chance I am going to support the kids who I believe really want a great college running experience. There are too many who use their cross-country records as just another way to sell themselves to the Ivy League or to their fallback schools, like Haverford or Bowdoin.

"They're great kids, but they sound like they've been rehearsed. Those kids usually come out for the team and last one season."

Donnelly shepherds Haverford's most successful athletic program. Last year's cross-country team finished fourth in the Division III national championships.

Describing his recruiting philosophy, he said, "I look for nice kids who like to run."

And how does he persuade them to come to Haverford?

"I send them a handwritten letter," Donnelly said. "That probably so shocks them, they say, 'I've got to check out this place.' "

The Oct. 1 recruiting event wound down with more than 60 prospects heading off to spend the night with current Haverford athletes. At the major college sports powers, a day like this could include a visit to a 100,000-seat on-campus stadium, where the recruits' names are flashed on the scoreboard.

At Haverford, Coach Wendy Smith, after leading her women's soccer team to a 2-0 victory over state rival Muhlenberg, sat her players and her 18 prospects on the field to share a bucket of sliced oranges. Earlier, at a forum in a quiet auditorium, the potential recruits and their parents heard from a history professor, the dean of first-year students, an admissions officer and the head of financial aid.

At the lacrosse field, the scrimmage was breaking up and the high schoolers were walking toward their hosts' dorm rooms to change for a reception that evening.

"We were told, 'No sandals, no T-shirts, a collared shirt,' " Cashiola, the goalie from Houston, said, smiling. "Maybe they want to see how we clean up."

In his office, Murphy sat below a large chart of his top lacrosse prospects this year. Each name was written on a small strip of magnetic tape, with the positions coded by color and the players within each position ranked, generally, by ability.

Since the spring, the names have been shifting, some even coming off the chart because the players committed to another college or performed poorly at a camp Murphy attended, or because their grades and test scores did not, over the months, improve enough.

In Murphy's bottom left drawer were dozens of magnetic strips from previous years, with the names of top players who chose not to attend Haverford.

Picking through the pile, Murphy said: "This kid went to Dartmouth, this one to Harvard, this one to Tufts, this one to Holy Cross. I don't know why I keep them. Maybe to torture myself."

Murphy's chart is a kind of spreadsheet of his active admissions list. But there is a reason the magnetic strips are easy to move. Murphy said the recruiting weekend would probably bring more changes to his list, especially after he learned more about the other colleges his prospects were pondering.

"But I never ask them where we stand compared to other schools while they're here," Murphy said. "They've just met a bunch of 22-year-old girls the night before. They're too excited about it.

"That isn't the time. I'll call in a few days."

 

· Copyright 2005 The New York Times Company 

 

 

 



Online recruiting
NY Times, January 15, 2006
More Jobs Being Found Online, but That Doesn't Mean It's Easy 
By BARBARA WHITAKER
One of the first things Brooke Christiansen did as college graduation neared last spring was post her résumé on three of the largest Internet job boards: Monster, CareerBuilder and HotJobs.
For the most part, she said, it was an exercise in frustration.
"You get piles and piles of jobs that no matter what you type in, come up with every single search," she said. "It's very hard and very time-consuming to find something you're actually interested in." 
In addition, she said, it is rare to hear back when applying for jobs found on the sites.
Mary Riley Dikel, creator of The Riley Guide, a directory of employment and career resources on the Internet, said: "One job seeker told me, 'I think I'd be more successful distributing my résumé by opening my window and throwing it out.' You do feel like you're going into a black hole."
To that frustration, add the risk that identity thieves may steal information from résumés posted on job sites - and to estimates that only 3 percent to 5 percent of job seekers find employment through the sites - and it is reasonable to ask, Why bother?
Recruiters and career counselors typically turn the question around and ask, Why not? Applicants, they say, need to recognize that job boards are but one tool among many that can be used to find work.
"The Internet is an absolutely necessary tool in your job search arsenal, but it's not your only tool," Ms. Dikel said. "Use Monster and professional associations and local and state job boards and other things that target what you want. But if you're spending more than 15 minutes on the Internet, you're lost."
A proliferation of new sites - many capitalizing on search engine technology to provide job offerings from across the Internet - are giving job seekers some new alternatives to explore.
Among them are JobCentral.com, a site developed for major corporations that carries their listings as well as direct links to the companies' Web sites to apply for jobs. The board was created after executives from corporations like I.B.M., Hewlett-Packard and Intel began exploring ways to deal with the ever-escalating fees charged by the largest job boards.
Initially, 18 companies put in $60,000 each to finance the board. Now companies pay $12,500 a year to post all their jobs, or $25 a job (compared with as much as $400 a job on a major board), said Bill Warren, executive director of the DirectEmployers Association, the corporate group behind JobCentral. It now has 182 member companies. The site also acts as a search engine, scavenging job listings from about 1,400 nonmember companies.
Taking a slightly different tack are sites like Indeed.com and SimplyHired.com, which rely on search engines to aggregate a vast array of listings from newspaper classified ads, job boards, corporate sites and trade associations.
The field will expand again tomorrow, when JobCentral, Indeed, SimplyHired and Google Base, a database recently introduced by the search engine company, are to announce that they are teaming up to create a national labor exchange at JobCentral.com. The site, which has about 340,000 jobs posted, will incorporate jobs found by its partners and provide the technology to let those sites link to its information. Mr. Warren, creator of the job site that later became Monster, said the alliance would result in the amassing of information on about 4.5 million jobs.
"The benefit to the job applicant is that they can go to one place and basically see all the jobs on the Internet," Mr. Warren said.
How that will affect the three major job boards - and the state of finding jobs on the Internet - remains to be seen.
Mark Mehler, a co-founder of CareerXroads, a New Jersey company that advises companies on using technology in recruiting, said the traditional job boards might find themselves at a disadvantage. It has become expensive for companies to post employment ads on the major boards, and the number of résumés posted can be overwhelming. 
At the same time, he said, it remains to be seen how useful and reliable the sites that pull job listings from across the Web will be.
"They key is freshness and where the job is being taken from," he said. Despite such problems, studies indicate that an increasing number of people are being hired through Web postings and employee referrals, rather than through traditional methods like printed want ads.
In 2004, a study by CareerXroads found that 61 percent of hires by the companies surveyed came from referrals or the Internet, up from 50 percent two years earlier. According to the study findings, Monster, CareerBuilder and HotJobs accounted for 22.8 percent of the hires attributed to the Internet; corporations also reported that a high percentages of employees were hired after filing applications on corporate sites.
Eric Muller, a recruiting manager with the Southern Company, an energy company based in Atlanta, says his company initially began using JobCentral because it allowed the company to post all its jobs at a lower cost and because it provided a direct link to the company's site. While the company still uses big boards like Monster and CareerBuilder, he said, they do so more strategically - if, for instance, a job needs to be filled immediately. "We have to have a mix," he said. "I can't have all my eggs in one basket."
The same holds true for job seekers, although there are increasing questions about the wisdom of posting résumés on the Internet.
"Putting a résumé on an online job site is not the smartest way to go about getting a job," said Pam Dixon, executive director of the World Privacy Forum, a nonprofit group that educates consumers about technology and privacy. 
The forum put hundreds of résumés on job sites and tracked them for a year. Ms. Dixon said many were stolen by either criminals or unethical recruiters.
One common ruse preys on midcareer professionals whose résumé history can be combined with a Social Security number, resulting in identity theft.
"The more detailed your résumé, the easier it is to do," Ms. Dixon said.
Job seekers who posted online said they had also had problems with employment consultants seeking to solicit business. After arranging an interview, the consultants begin making a pitch for their services, which can cost as much as $10,000.
Ultimately, Ms. Christiansen found exactly what she was looking for - a human resources job near Chicago - using JobCentral. She said the site helped her narrow her search, and after that she found a job quickly. "It can work," she said, "if you know exactly what you're looking for and you can find a place that will have it."
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  Incompetent juniors get hospital jobs they can't do 

  80 top specialists attack new appointments system 

MORE than 80 of Britain’s most eminent doctors today condemn a medical recruitment system that is forcing them to employ substandard junior staff. 

In a letter to The Times, they say that their students are angry, demoralised and confused by the online system that has done away with interviews and fails to reward academic achievement. 

It comes as a survey, seen by The Times, shows that 60 junior doctors recruited under the scheme failed to meet minimum standards of medical competence. Three quarters were trained abroad and more than half could not speak English adequately. Four have already been dismissed while others have had to be retrained at great expense to cash-strapped trusts. 

This year the scheme has left more than 600 young medics, some with perfect academic records, without jobs when they graduate this summer. But 208 foreign-trained students, two thirds from the European Union, have been given posts. 

The system, part of a new training regime called Modernising Medical Careers (MMC), uses a form of “computer dating” to match applicants to places, without interviews. Charles McCollum, Professor of Surgery at South Manchester University Hospital, who organised the letter, said that first-class students had been turned down for jobs while others who were far less suitable had been selected. 

In the first round of selection, he said, 60 out of 360 students at Manchester University had failed to get jobs, which are vital if they are to qualify fully as doctors. 

The reason, he and his cosignatories believe, is that selection is made on the basis of answers to an online form from MMC that puts as much weight on nebulous issues such as ability to work in a team, or leadership qualities, as it does on academic ability. “We are very concerned,” he said. “The Department of Health has been warned, but takes no notice.” 

The MMC system aims to provide a more complete, skill-based training than in the past, with a fairer system for allocating jobs. This is designed to make it easier for young doctors to get “foundation” jobs — their first two years — in places distant from the medical school where they qualified, and remove suspicions that many posts were given on the basis of “jobs for the boys”. 

But Professor McCollum says that in a profession based on empathy and communication, it is impossible to select students without an interview. 

Problems arose at Norfolk and Norwich Hospital and at James Paget Hospital in Great Yarmouth when a number of newly-appointed junior doctors were deemed to be unable to do their jobs. Two doctors were dismissed at Norfolk and Norwich and £100,000 had to be spent on retraining other recruits. A spokeman for the hospital said: “The doctors did not meet competencies.” 

The Department of Health said this was an isolated incident involving 30 doctors and that the trusts involved had been quick to act. The doctors were given further training and, in all but four cases, then proved competent. 

Many student medics have lost confidence in the system, which they say is ripe for abuse. 

“It’s all about how well you fill the form in,” said Robert Lord, from Blackburn, a student at Manchester University. 

“We were told people would get audited to see if what they said on the forms is true. But it hasn’t happened. People could have lied and there is no way it could have been checked. 

“Lots of people haven’t got the jobs they merited, and there should be some accountability. It’s a complete lottery.”
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The "Upfront" (futures) market for television advertisements

The Wall Street Journal, 4 January 2006

Fall Preview: Marketer's Tactic Signals Big Shift In a TV Ad Ritual --- For `Upfront,' Allstate Created Grueling Bidding Process; Balance of Power Changes --- ABC and CBS Fight for Scraps 
By Julia Angwin and Suzanne Vranica 
A1
(Copyright (c) 2006, Dow Jones & Company, Inc.)
Allstate Insurance Co. used to be a loyal network-television advertiser. For years, during an annual industry get-together known as the "upfront," Allstate would pony up about $100 million to buy spots on national TV for the following year. 
This ritual worked well for the big TV networks -- ABC, CBS, Fox and NBC -- which got to show off their fall schedules in a series of glitzy parties. During a few days of negotiation, the networks locked up about 80% of their annual ad sales at prices they essentially dictated. But advertisers loathed the process. They felt forced to take risks on untested shows and had to commit a big chunk of their ad budget. Only the importance of TV advertising kept them on board. 
For the current season, Allstate took a dramatically different approach, one that highlights how the industry's balance of power is shifting away from the networks. The insurer slashed its upfront spending to $10 million from $70 million two years ago. Then, rather than spread its money around to various networks, as had been the custom, it asked them to make all-or-nothing proposals to win the business. 
Such a paltry sum wouldn't normally have generated much excitement. Instead, Walt Disney Co.'s ABC and Viacom Inc.'s CBS decided to fight for Allstate's remaining cash during two weeks of tense negotiations. 
Since then, business has only become harder as ratings have weakened further. During the three months ended Dec. 25, viewership of the top six broadcast networks fell 2% from the year-earlier period, according to Nielsen Media Research. Investment bank Merrill Lynch & Co. thinks that car makers, one of the biggest buyers of upfront ads, will hold 2006 advertising spending at last year's levels, after years of rapid growth. 
Procter & Gamble Co., one of the nation's biggest advertisers, says it cut its 2005 upfront budget by an unspecified amount advertising executives estimate at 5%. Pharmaceutical company Pfizer Inc., which once blanketed the airwaves with ads for Viagra, cut its upfront dramatically, media buyers say. Ford Motor Co. says it switched a "significant" amount of money from the upfront to Internet advertising. 
Upfront negotiations are often conducted secretly and at a fast pace as companies scramble to get their ads broadcast alongside the hottest shows. For this season's ads, however, buyers took their time. ABC, the first to wrap up, didn't do so until a week and a half after the upfront, which took place in mid-May. General Electric Co.'s NBC was still finalizing deals in late June. 
The overall result was lackluster. According to Goldman Sachs, 2005 upfront sales for the big four broadcast networks were down 3%. By contrast, the bank says, their combined upfront sales have increased or stayed flat every year during the past decade, except for a slight dip in 1998 and a 20% drop in 2001 when the country was slipping into recession before the Sept. 11 terrorist attacks. 
"The upfront is a vestige of an old world order," says Allstate Chief Marketing Officer Joe Tripodi. "One day somebody will wake up and realize the business model isn't viable any more." In the interim, he'd like to see the upfront move to later in the year, which would be a better fit with Allstate's budget process. 
The upfront took root in 1962, when in a promotional gambit, ABC decided to launch all its programs just after Labor Day -- the week new car models were unveiled and advertised. The process became more formal in the late 1970s when networks began guaranteeing advertisers the size of its audiences. If ratings for a given show fell short, the networks would make up the difference by running, free of charge, extra commercials. This arrangement gave marketers some protection against the risk of buying ad time in advance. 
It was nonetheless a sellers market. To get space on an established hit, networks often made companies also buy time in weaker slots. In effect, advertisers had to place bets on untested shows. With only about 22 hours in a network's prime-time schedule, advertisers worried about being locked out altogether and rushed to finalize deals. Networks hold back about 20% of their inventory to sell later in the year, but prices often rise as shows become hits. 
In recent years, the upfront system enabled networks to maintain control even as their audiences declined. In the 2004-2005 television season, which ended last May, broadcast networks attracted 35% of the TV audience, down from 57% 10 years ago, according to Nielsen Media Research. In the same period, the big four broadcast networks nearly doubled upfront sales to $8.3 billion from $4.5 billion, says Goldman Sachs. 
Past efforts by advertisers to change the upfront have failed. In 1975, faced with price increases of 25%, ad agency J. Walter Thompson decided to boycott the upfront, according to Erwin Ephron, an industry consultant. But prices didn't fall later in the year and the agency ended up paying a lot for weak programs, he recalls. 
Allstate is the nation's second-largest insurer after State Farm Mutual Automobile Insurance Co. It's a typical network-TV advertiser, a mass-market brand that wants potential customers to see an Allstate ad once a week. Even with a shrinking audience, network TV is one of the few ways to do that. In recent years, the insurer says it has spent about $100 million to $125 million of its annual $275 million advertising budget on national TV. Not all of that is spent on the upfront; Allstate also reserves funds to buy ads later in the year. 
Allstate began thinking about cutting its upfront commitment last January. The company's analysis suggested prime-time ads had become less effective than other, less expensive outlets. The insurer has steadily cut upfront spending since 2003 and put more money into cable, Web sites and special marketing ventures, such as sponsoring Nascar events. 
Advice from Publicis SA's Starcom, the firm that buys advertising on behalf of big corporate clients, including Allstate, reinforced the insurer's resolve. Starcom thought prices would be soft. NBC, for example, was posting weak numbers, reflecting the loss of its long-running comedy hit "Friends." Starcom's research shows that networks are cramming 12 minutes to 14 minutes of ads into an hour of prime time these days, compared with nine or 10 a decade ago. It says that hasn't stemmed a decline in ad viewership. 
Analysts for years have predicted that shrinking audiences would erode ad sales, only to be confounded. The last upfront, however, looked different. John Muszynski, Starcom's chief executive, recalls advising his clients, "Don't go full bore. The faster the market moves, the more the seller has an advantage." In total, Starcom handled 30% less upfront money in 2005 compared with the year-earlier period as clients held back. 
Even though Allstate pared its upfront budget, it still wanted premium slots for its ads. Dividing $10 million among the networks might not yield a decent lineup of shows. To compensate, it decided to use a winner-take-all approach. 
The strategy had its risks. Putting all its dollars in one place meant the insurer was more exposed to one network's hits and misses. Lisa Cochrane, an Allstate vice president of marketing, counters that if anything went wrong, the company had other options, such as direct mail and Internet advertising. Moreover, Allstate was confident it could buy ad space later in the season. 
The 2005 upfront presentations, which lasted a couple of hours, were as slick and well-choreographed as in previous years. CBS held court at Carnegie Hall and hired Aretha Franklin to sing "Respect." ABC rented out Avery Fisher Hall at Lincoln Center. News Corp.'s Fox presented the Harlem Gospel Choir. 
Amid clips of dramas and sitcoms, the networks also put on roasts zinging TV executives for their mistakes. At ABC's upfront, comedian Jimmy Kimmel joked about "Blind Justice," the network's poorly performing cop drama. "Ironically, we put on a show about a blind cop that nobody saw," he said, to howls of laughter. The parties started that evening. Photographers snapped advertisers posing with network stars. CBS's event at Tavern on the Green in Central Park had an entire room devoted to shrimp. 
The actual negotiations didn't start until after the gala presentations. That's when Starcom salespeople asked the networks to submit proposals for Allstate's $10 million budget. 
Jo Ann Ross, president of network sales for CBS, says Allstate's request was unusual. "Usually during an upfront you do not see that," she says. 
Within two days, Allstate's Starcom representatives tossed aside proposals from NBC and Fox. NBC was out because its lineup, consisting mostly of existing shows, had poor ratings. Fox didn't make the cut because it broadcasts a clutch of baseball games in October, which can depress ratings, and Allstate wanted to make a big push that month. Both Fox and NBC decline to comment. 
Negotiations with CBS and ABC spilled into the next week. Starcom asked the pair for more information, such as the specific shows and time periods where Allstate's commercials would run and the ratings these shows expected to draw, details the networks handed over. 
For another two weeks, the networks tried to one-up each other. CBS offered up ad slots during its hit show "CSI," for example. ABC countered with its top-rated "Lost." By coincidence, CBS is planning to launch a drama early this year starring Dennis Haysbert, the actor who has been Allstate's spokesman since 2003. Allstate says that wasn't a consideration in its deliberations. 
ABC was Starcom's top pick for its other clients because the network had ratings momentum and relatively low prices. ABC also argued that its lineup of shows was a better environment than CBS's crime-laden lineup for an insurance company whose message is, "You're in Good Hands." But Starcom also worried that ABC's Allstate package was too dependent on two hit shows, "Desperate Housewives" and "Lost." 
Finally, more than two weeks after the upfront week had officially ended, Allstate chose CBS. It was the safe choice with a roster of proven performers, such as "Without a Trace" and "Cold Case." 
"The CBS programming is tried and true," says Blaise D'Sylva, an Allstate marketing executive involved in the decision. "With ABC you're betting on them continuing to grow." 
CBS's Ms. Ross says Allstate's approach gave her an opportunity to compete head-to-head with her top rival. "We go into upfront looking to steal [market] share," she says. ABC wouldn't comment. 
A few months into the TV season, Allstate says its bet has paid off. CBS's ratings have been healthy. The insurer also bought slots not sold at the upfront, such as time during football games shown on ABC and NBC's Olympics broadcast. 
Allstate says it hasn't decided if it's going to replicate the experiment this year. Nonetheless, the insurer still wants the networks to move the upfront to the end of the year. "It's going to get to a point where if we don't have the flexibility we'll go somewhere else," says Ms. Cochrane, Allstate's marketing vice president. 
 



Internet real estate sales (without realtors)
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Owners' Web Gives Realtors Run for Money 
By JEFF BAILEY 
The country's largest for-sale-by-owner Web site may have a winning formula to challenge Realtors' dominance in home sales.
 

January 3, 2006
Owners' Web Gives Realtors Run for Money 
By JEFF BAILEY
MADISON, Wis. - Across the country, the National Association of Realtors and the 6 percent commission that most of its members charge to sell a house are under assault by government officials, consumer advocates, lawyers and ambitious entrepreneurs. But the most effective challenge so far emanates from a spare bedroom in the modest home here of Christie Miller.
Ms. Miller, 38, a former social worker who favors fuzzy slippers, and her cousin, Mary Clare Murphy, 51, operate what real estate professionals believe to be the largest for-sale-by-owner Web site in the country.
They have turned Madison, a city of 208,000 known for its liberal politics, into one of the most active for-sale-by-owner markets in the country. And their success suggests that, in challenging the Realtor association's dominance of home sales, they may have hit on a winning formula that has eluded many other upstarts. Their site, FsboMadison.com (pronounced FIZZ-boh) holds a nearly 20 percent share of the Dane County market for residential real estate listings. 
The site, which charges just $150 to list a home and throws in a teal blue yard sign, draws more Internet traffic than the traditional multiple listing service controlled by real estate agents.
Madison is home to the University of Wisconsin and a city where the percentage of residents who graduated from college is twice the national level. It is also a hotbed of antibusiness sentiment, which turns out to be the perfect place for a free-market real estate revolution. Bucking the system is a civic pastime here.
"It may be an extension of the 1960's, when we stuck it to the man by protesting the war," said Mayor David J. Cieslewicz, who notices all the FsboMadison signs around town. "These days we stick it to the man by selling our own home - and pocketing the 6 percent."
Elsewhere, the Justice Department, free-market scholars, plaintiffs' lawyers and countless entrepreneurs are vowing to make real estate more competitive and to bring down sales commissions. To do that, they advocate forcing the Realtors' association to share control of its established listing services. Those critics seem to view the listings as an unassailable monopoly.
And who can blame them? Those 800-plus local listing services, controlled by local branches of the Realtors' association, help dole out about $60 billion a year in commissions to real estate agents and the firms that employ them. Despite numerous attacks, the association has been remarkably successful to date at protecting its turf. Through lobbying, litigation and legislation, the Realtors' group has managed to keep control of the crucial listings.
Ms. Miller and Ms. Murphy, however, built a separate and alternative listing service - a parallel market, much like the Nasdaq, which rose in recent decades to challenge the New York Stock Exchange's dominance and sparked competition that eventually reduced transaction costs for all stock investors.
The price competition is startling. FsboMadison listed about 2,000 homes in 2005 and said that about 72 percent of its listings sell. If those 1,440 houses averaged $200,000 per sale, the real estate commissions under the 6 percent system would have been about $17.3 million. Ms. Miller and Ms. Murphy collected about $300,000.
"They don't care - they're not profit-driven," said François Ortalo-Magné, an associate professor of real estate at the University of Wisconsin who has studied residential sales in Europe and the United States.
That lack of profit motive - big profit, anyway - may be the reason FsboMadison is succeeding. Most entrepreneurs want to quickly grab a piece of that $60 billion in commissions by offering a price lower than what most real estate agents charge to attract consumers. Ms. Miller and Ms. Murphy, working patiently, are focused on providing a place for buyers and sellers to meet and exchange information.
"I don't think we've done anything unusual," Ms. Murphy said. "We are not out to take over the market, to eliminate the real estate world. We're just here to offer this service."
For hardship cases, divorces mostly, they waive the $150 fee. They refuse to accept referral fees from real estate agents, lawyers or others. Advertising on their Web site costs $150 a year - $250 with a corporate logo. And payment for listings is by personal check only, an anachronism in today's world of immediate credit card transactions. The policy is aimed at keeping people from listing their house on a whim. "Some people are impulsive; they're not ready," Ms. Murphy said.
In 1997 Ms. Murphy and her husband bought a house together and she decided to sell her place without a real estate agent. But it was a bother. "You'd have to guess. Do we put a $120 ad in the paper this weekend?" 
Her husband suggested she start a Web site. At a play date with their year-old daughters, Ms. Murphy, a former nurse, bounced the idea off her cousin, Ms. Miller, who told her husband about it that night. "We both laughed about Mary Clare's stupid idea," Ms. Miller said.
But it grew on them. The cousins contacted for-sale-by-owner sellers in the local newspaper, about 25 of them, and offered a free listing on a Web site. Ms. Miller's husband paid $50 for a used power saw at a garage sale to make yard signs. They checked out library books on making a Web site. With eight listings, including Ms. Murphy's, FsboMadison went live Feb. 28, 1998.
A young couple found the site and bought Ms. Murphy's house. "We sat there and had a glass of wine," Ms. Murphy recalled. "And they said, 'Hey, there's that crack in the basement wall.' And we said, 'No problem. We'll take care of it.' " 
Dealing directly with each other seemed so civilized, she said. "I keep coming back to that." 
With the yard signs, some newspaper advertising and people finding it on the Web, the site took off: 333 listings in 1998; 777 in 1999; about 2,000 each of the last three years.
Briefly stay-at-home moms after their daughters were born, the cousins became busy home-based entrepreneurs. Among the first words spoken by Ms. Miller's daughter, Tatum, "was FSBO, and we were so proud of her," Ms. Miller said.
To real estate agents, "for sale by owner" conjures up some cranky tightwad trying to sell an overpriced, ramshackle house. Agents utter FSBO as if there was something foul stuck to the bottom of their shoe. "It's a commission-avoidance scheme," said Sheridan Glen, manager of the downtown Madison office for Wisconsin's biggest real estate broker, the First Weber Group.
Mr. Glen ticks off the tasks that real estate agents handle: using market expertise to price a house; advertising and showing it; negotiating an offer; organizing the paperwork for closing. "We do a good job," he said. "We deserve 6 or 7 percent."
The Justice Department sued the Realtors association in September, claiming that its rules for listings unfairly disadvantage online brokers who might stimulate price competition in the business.
Agents take comfort by reminding themselves that FSBO and other alternative sales methods blossom in an up market and tend to wither in market downturns. The market is slowing now. And they note that owner sales, which have been around as long as property rights, have always accounted for something less than 20 percent of home sales.
Kevin King, executive vice president of the local Realtors' association, runs the multiple listing service but says he pays no attention to FsboMadison. "It's not important; I don't follow it," he said. "I don't even know the people."
But times have changed. Most consumers are now accustomed to executing large transactions, including airline tickets and investments, over the Internet with little or no assistance. Buyers and sellers are now far more comfortable dealing with each other through Web sites like eBay. And it is far easier to find the FSBO offerings on a single Web site with photographs and property descriptions, not unlike the official multiple listing service. Do-it-yourselfers were hard to find among the classified ads and makeshift yard signs.
A robust for-sale-by-owner operation has also helped open the Madison market for other alternatives to real estate agents. Jason A. Greller, a lawyer, charges a flat fee of $600 to help a buyer or seller on a house transaction and handles about 200 a year. Many of his clients find a house on FsboMadison and also see his advertisement on the site.
Stuart and Sheri Meland, both 28, put their graduate studies on hold in 2002 and started a business that offers sellers a spot on the traditional multiple listing service, plus a yard sign, for a flat fee of $399. Most sellers agree to pay a buyer's agent a 3 percent commission, show the home themselves and either negotiate on their own or hire a lawyer.
William A. Black, a lawyer for the Wisconsin Department of Regulation and Licensing, says he does not think consumers who bypass real estate agents are missing much. "The majority of residential transactions are very simple: 99 percent can be done without a broker. And the 1 percent screwed up - the broker couldn't have prevented it."
Alternative listing services would need to reach a combined 50 percent to 60 percent of a market to topple a multiple listing service, Steve Murray, an industry consultant, guessed.
That is what David B. Zwiefelhofer, Webmaster for FsboMadison, would like to see, and he constantly encourages Ms. Miller and Ms. Murphy to expand. "I think this is the one place in the country where FSBO could overtake" the multiple listing service, he said.
His clients, not surprisingly for a social worker and a nurse, are embarrassed by their success, Mr. Zwiefelhofer said. "It bugs me to no end," he said. "The Web site still looks like it was designed by some high school student five years ago."
True, there are no FsboMadison business cards. The filing system is a stack of paper in the bedroom closet. The 2006 business plan, Ms. Miller said, is to "keep going." But FsboMadison does have its first part-time employee, someone to relieve Ms. Miller's husband of sign-installing duty. Ms. Miller hired a man who was her middle school gym teacher.
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Looking for a Home? Start at Your Computer 

By THE ASSOCIATED PRESS

Filed at 2:30 p.m. ET
SEATTLE (AP) -- Years ago, Molly Bolanos looked for a home the old-fashioned way: She spent hours driving around in her real estate agent's car, hoping for the best and girding for the worst.

One recent morning, the process went like this: Bolanos and her fiance were alerted to a new listing online. They checked out the pictures on the Internet, then drove over for a real-life look and, within hours, were preparing to make an offer.

''It can be 24 hours -- as quick as 24 hours that you're out making the offer -- and it's because of the Internet,'' the Seattle resident said.

Add real estate to the list of industries being forever changed by the Internet.

Home listings -- once printed out in books available only to real estate agents -- are obtainable to everyone online, accompanied by increasingly sophisticated photographs and virtual tours. Now, a growing number of online services are also cropping up to help people do things like judge house prices, survey neighborhoods and evaluate school districts, long before they ever snap the seat belt in their agents' cars.

With the nation's housing boom expected to cool in some areas, experts say such offerings will only increase. And ultimately, the fact that consumers on their own have more power than ever to do some of the work of real estate agents could even help further drive down agents' commissions. Many also expect online tools for house-hunters to become more creative and sophisticated.

''The full impact of the Internet has not been realized, primarily because business has been going up each year,'' said Steve Murray, editor of the trade magazine Real Trends in Littleton, Colo.

Already, the industry is dramatically different than it was a decade ago.

Besides viewing listings online, Bolanos now regularly visits Zillow.com, a new Web site that provides quick, anonymous estimates of home values based on county records and other data. Although the site, which is in test form, isn't always completely accurate, Bolanos said it gives her a good barometer for judging a home's worth.

Less than a month old, the advertising-supported site already has become fodder for office gossip and dinner party chatter, in part because it gives people a voyeuristic look at what their friends and neighbors might be able to get for their homes.

The company's chief executive, Rich Barton, said his goal is to give people information that can improve their position when they sit down with a real estate agent or consider bidding on a house.

''My motivation, I guess, is kind of power to the people,'' Barton said.

He acknowledges that the site still has a few kinks, but he says the company is constantly working to improve the accuracy by adding more data. There are also plans to improve tools that let people change out-of-date information that might affect valuations -- such as an added bathroom or bedroom that isn't in official records, or an extensive kitchen remodel that might boost a home's value.

Other sites, such as HomePages.com, use interactive maps and other tools to provide information about neighborhoods, schools, local parks and even nightclubs surrounding a particular home.

Ian Morris, chief executive of HouseValues Inc., which runs the HomePages site, said his business aims to reduce the time people spend house-hunting. But the company -- which makes its money in part from real estate agents who receive customer referrals from the site -- stresses that he still thinks buying a home is complicated and valuable enough to require a Realtor's assistance.

''This is a professionally assisted transaction,'' Morris said. ''One hundred years from now, I expect this will be a professionally assisted transaction.''

Still, to survive in a world where consumers have more power via the Internet, many in the industry say agents are being forced to adapt new skills.

David Morrell, an agent in Santa Cruz, Calif., said he now has every house he lists professionally photographed for the Internet postings. When he sees an online listing that's been up for several days without pictures, he said, ''It's unbelievable to me.''

Real estate agents also may find the value of their service dropping, as people begin doing more legwork on their own over the Internet.

Murray's data show that the average commission paid to real estate agents dropped from 6.1 percent of a home's price in 1991 to 5.1 percent in 2003, the most recent statistics available. That was mainly driven by the sharp increase in the number of agents vying for business during the booming market, he said. But in a cooler market, he expects the Internet to be among the factors that will drive those commissions down further.

''We don't see any particular stopping point,'' Murray said.

Murray also expects agents to start spending more money on fancy Web sites and other online promotions, perhaps at the expense of traditional marketing such as newspaper advertising.

Still, no matter how sophisticated online house-hunting gets, the computer might never be able to fully replace the experience of walking from room to room in your prospective house, peeking into cabinets, tapping on walls and trying to figure out how noisy the neighbors might be.

Although virtual house-hunting has grown more sophisticated, Geoff Wood, chief executive of the real estate firm Windermere Services Co., said it's still extremely rare for someone to purchase a house without ever visiting it.

''You can have a ton of pictures, (but) it still doesn't do it justice,'' Wood said. ''You still have to go and look at it and touch it and feel it. It's your house, you know?''

^------

On the Net:

http://www.zillow.com
http://www.homepages.com
http://www.windermere.com 

 

 

 

 

 

Boston Globe 

Open house market
The Internet is creating do-it-yourself home buyers, but agents find it useful too By Kimberly Blanton, Globe Staff | March 27, 2006

Finding the perfect Braintree home to accommodate three children, his wife, and his mother-in-law has been a challenge for Mark Riley. But searching for the house has been a breeze thanks to a proliferation of Internet tools that have freed buyers from total dependence on real estate agents.

Since October, the couple has walked through more than two dozen homes -- most of which they found on their own using ZipRealty.com or Realtor.com.

''We know what would work for us and what won't work for us, so we can eliminate houses quicker than the realtor," said Mark Riley. ''We know that's not going to work, as opposed to the realtor saying, 'This might work.' "

Real estate agents used to closely guard property information in bound volumes of homes for sale. Only they knew what was for sale, when it was coming to market or how long it had been on the market, and how it compared to similar properties. To size up the market, a buyer could spend many weekends being driven around by an agent viewing properties.

Today, the consumer is in the driver's seat. Using websites from Homepages.com, to Zillow.com, a growing number of home buyers -- and some cutting-edge sellers -- are able to tap into so much data that they are doing without agents.

Agents increasingly are using the Internet to retain or create relationships with buyers through websites that allow the buyers to do elaborate searches for properties and other information on their own, such as Realtor.com, an official site of the National Association of Realtors, and ZipRealty.com, an agent-affiliated website.

''We're still waiting to see where it's going, but it's definitely changing the whole industry," said Dorcas Miller, a Concord agent with ReMax Walden Country. ''The Web does a lot of the selling now, and we're doing more interpreting."

Miller used to shuttle clients to dozens of houses. Now she shows them only a handful, and she says it takes much less time to help them find the right home because they can review online photographs or ''virtual" video tours to see what a house looks like inside and out before deciding whether to visit it.

The tours, which were rare four years ago, are now part of 13 percent of Boston-area home listings and 18 percent of $1 million-plus properties, according to MLS Property Information Network, a major property database.
The tours are popping up on virtually any site that features homes, including Condodomain.com, which displays luxury projects in downtown Boston; agent-sponsored sites such as Coldwell Banker's NewEnglandMoves.com; and Boston.com, the website affiliated with The Boston Globe.

Matthew Murphy, founder of Boston Virtual Imaging, said he produced several hundred tours during 2002, his first year of business, but sales grew to 1,500 tours last year. ''The use has increased exponentially," he said.

Web-savvy buyers are demanding such information nationwide. The National Association of Realtors said 77 percent of home buyers search the Web for prospects, up from 2 percent a decade ago. Its California affiliate estimated that one-third of agents' business now comes to them over the Web, rather than through traditional routes such as referrals.

Real estate agents admit that the free-for-all Internet poses a new form of competition. But even those who embrace these new tools said their role in home buying and selling is far from obsolete. After the initial search, agents are still needed to get buyers into the houses they want to view personally, help them with their bids, and do the legal work to close the deal.

Buyers who've done their own searches ''know what they like about a property, and they want to see it, so my life is a lot more efficient than it used to be," said Lee Robinson, an agent for Coldwell Banker Residential Brokerage in Milton. ''We do make the whole transaction a whole lot easier, because we do know what we are doing."

ZipRealty Inc. has capitalized on this trend. In contrast to old-style agencies that created websites to advertise clients' properties, ZipRealty is a brokerage service that was built around its website in 1999. The company encourages clients to exhaustively search house listings on ZipRealty.com, which can sort them by city, ZIP code, address, or listing number. ZipRealty said comScore Media Metrix, which tracks website traffic, counted 850,000 visits to ZipRealty.com last December, a 63 percent increase from a year earlier. In July, a busy summer month, visits reached more than
1 million.

The Rileys constantly search ZipRealty.com for houses between $400,000 and $600,000. They have found it challenging to uncover a property with a yard, three bedrooms, and extra space for Denise Riley's mother on their modest household budget. He is a stand-up comedian and middle-school teacher, and she is a personal trainer.

ZipRealty automatically e-mails the couple house listings that fit their parameters, and it updates listings several times a day. But their agent at ZipRealty, David Previti, hangs back until the customer tells him what they want to view in person. Mark Riley cruises the Internet and his e-mail on his own, saving houses in a ''favorites" file for Previti to review and set up appointments.

''He takes care of that legwork," Riley said. Previti is also ''the go-between for putting in offers."

On ZipRealty's interactive map, the couple looks up houses for sale on specific Braintree streets or by neighborhood. A ''price track" feature reports on asking-price reductions. They can check out neighborhood information, too, through a ''proximity" search, which allows home buyers to search for houses near a preferred school or obtain detailed information about recent sales or the number of single, divorced, and married people living in the area.

Sellers have been more reluctant than buyers to use the Web, particularly in a softening housing market, though numerous sites permit homeowners to sell on their own. The National Association of Realtors estimates 13 percent of sellers did so last year, down from 16 percent in 1999, when the economy was booming.

Competition from the Web is changing the way agents do business in many ways. ReMax's Miller began offering clients an a la carte menu of services for sellers ''who need a little help" but ''feel they can do it themselves."
For $2,000 she will list a house on the multiple listing service and give them a ''For Sale" sign and a lockbox for storing a key on the property. For $3,000, she also provides limited marketing in local newspapers or printed listing sheets.

She said the full-service brokerage that charges the standard agents' fee, up to 3 percent of a home's selling price, still represents the majority of her business. ''Most people really don't want limited service when they see what they are missing -- nice printing, virtual tours, floor plans, all the things that we traditionally put with a listing to explain it to a buyer,"
she said.

Don't tell that to Ellen and Anthony Petrilli. The Massachusetts couple wanted to sell their vacation cottage on Lake Winnisquam in New Hampshire but couldn't find an agent eager to take the listing. Ellen Petrilli discovered ZeroBrokerFees.com and listed the cottage on the website, which was founded on the premise that Internet traffic attracts more potential buyers than foot traffic. After a year online, the site already draws about 3,000 visitors per day, said founder and chief executive Ed Williams.

''It is a fallacy that a broker needs to shore up any real estate transaction engaged in by two people," Williams said. ''A simple attorney for a purchase-and-sale review is all you need, and a home inspection."

ZeroBrokerFees.com fees start at $49.95 to list a property with one photograph and up to $79.95 for a listing with six photos.

The Petrilli's cottage sold in three weeks in January 2005, sparking envy from neighbors who had contracts with agents.

''If you have half a brain and if you can't sell your own house where you raise a family and live and you love it," Ellen Petrilli said, ''how can someone else sell it?"

Kimberly Blanton can be reached at blanton@globe.com. 
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Post-season college football bowls
Chronicle of Higher Education
Congressman and College Presidents Spar Over Future and Fairness of Football's Bowl Championship Series

By ERIC HOOVER and BRAD WOLVERTON
A postseason playoff system for Division I-A football would hurt athletes, colleges, and the game itself, six athletics officials told members of U.S. House of Representatives during a hearing on Wednesday. 

Rep. Joe Barton, the Texas Republican who is chairman of the Committee on Energy and Commerce, had called the hearing in response to continuing criticism of the Bowl Championship Series, or BCS, the system that was designed to determine a national champion each season in Division I-A football. The hearing was held by the panel's Subcommittee on Commerce, Trade, and Consumer Protection. 

Critics have complained that in recent years the BCS's choice of teams for the title game has prevented one or more undefeated teams from competing for the championship. (Next month's BCS title game, between the top-ranked University of Southern California and the University of Texas at Austin, the No. 2 team, will produce a clear champion, however.) 

Some critics have suggested the creation of a playoff system as a fairer, more logical alternative. 

"I just don't see the danger of a playoff," said Mr. Barton, who represents a district about 150 miles northeast of Austin. "The way you talk about it, it's like somebody's going to get cancer or something." 

The witnesses, who included Robert C. Khayat, chancellor of the University of Mississippi, and John Junker, president of the Fiesta Bowl, said that a multigame playoff -- like that used by the National Football League -- would rob teams of a chance to compete in less-prestigious bowls, make it harder for athletes to keep up with their studies, and minimize the importance of individual games. 

"The future direction of college football must be managed within the context of higher education," said Kevin L. Weiberg, coordinator of the BCS and commissioner of the Big 12 Conference. "We want to maintain the significance of the regular season." 

James E. Delaney, commissioner of the Big Ten Conference, described the regular season as "a lengthy elimination tournament in the academic tradition" and rejected the notion that money was the main reason the conferences opposed a playoff system. The revenue potential for an expanded series of postseason games "dwarfs" the money colleges receive now from participating in the BCS, he said. 

Mr. Barton said he did not see a legislative remedy to the debate but hoped the hearing would prompt discussion of a possible playoff system among the colleges and conference officials. He flatly rejected several of the arguments of the witnesses. 

"Whether you have a playoff or do not have a playoff really isn't going to impact the academic experience," he said. "If we're really all about academics, why don't we set a rule that you don't go to a bowl game if your graduation rate the previous year isn't 50 percent?" 

Meanwhile, at an unrelated conference on college athletics on Wednesday in New York, several college presidents agreed that the BCS system is flawed but disagreed on whether a playoff was the right solution. 

T.K. Wetherell, president of Florida State University, said he believes a playoff will be put in place after the current BCS agreement expires, in four years. For that reason, he said, college presidents should establish a season-ending tournament on their own terms. 

"It's better to control your own destiny and do it like we want," said Mr. Wetherell, speaking on a panel at the Intercollegiate Athletics Forum, a conference put on by the Sports Business Journal. 

But the presidents of Pennsylvania State University at University Park and the University of Georgia said adding a playoff would be too difficult and would probably never happen. 

"Traveling for additional football games is a huge mobilization," said Graham B. Spanier, president of Penn State. "It's not like putting 12 basketball players on a plane." 

Penn State plans to charter three airplanes, Mr. Spanier said, just to send its band to Miami next month for an Orange Bowl game against Florida State. 

Mr. Hoover reported from Washington, Mr. Wolverton from New York. 

 

(This article, "Congressman and College Presidents Spar Over Future and Fairness of Football's Bowl Championship Series," is

always available to Chronicle subscribers at this address: http://chronicle.com/daily/2005/12/2005120803n.htm)

 

 



Market for Votes (at Harvard:)
Harvard Crimson

Campaigns Condemn Vote Market
 Published On Tuesday, December 06, 2005  3:18 AM
By BRITTNEY L. MORASKI
Crimson Staff Writer
A service making it possible for students to buy and sell Undergraduate Council (UC) votes was introduced yesterday and immediately denounced by the Election Commission as well as all three presidential and vice-presidential tickets. 

The campaign managers for the three tickets have all gone on the record to say that their campaigns will not buy or sell votes and any campaign worker who does so will be fired. 

“We hope that students realize that though the buying and selling may be legal, it is certainly immoral and unethical,” said Gabriel M. Scheinmann ’08, campaign manager of the Magnus Grimeland ’07-Thomas D. Hadfield ’08 ticket. 

The service, which was advertised in an e-mail sent to various House lists, pairs interested buyers and sellers of UC votes. 

In order to participate, students who wish to buy or sell send e-mails to a specific gmail account stating the lowest price they are willing to accept if they are a seller and the highest price they are willing to pay if they are a buyer, according to the personal website of Aleksei Boiko ’06, who created the service. 

After bidding closes at 11:59 p.m. today, the service will match compatible buyers and sellers. Those who sell their vote may be asked to vote in the presence of a vote market representative, according to the website, which also says that a PayPal account has been set up to facilitate the transactions between buyers and sellers. 

Michael B. Love ’08, the chair of the Election Commission, called the service “completely undemocratic” and vowed to limit its effect as much as possible. 

“If we find that a campaign is engaging in purchasing or selling votes, then the punishment would almost certainly be disqualification,” he said. 

Love said that the commission can only penalize campaigns, not students, and that the commission will therefore have to seek help in minimizing the impact of this new service. 

“We’re exploring our possibilities of working with the Harvard and UC administrations to make sure that student activities don’t compromise the fairness of the election,” Love said. 

Boiko, who is also a Crimson editor, said he initiated the exchange system in order to create a free market. 

“I’m doing this as a service to the community,” he said. 

Boiko said that he has no affiliation with any campaign or the UC, and that he did not consider the creation of this service to violate any ethics. 

“My personal view is that markets are a fair thing, and setting this up is not unethical. Whether people choose to enter this market or not is their individual decision,” he said. “If I find out that this is illegal, or if it breaks any University regulations, I’ll of course stop the whole thing.” 

While Boiko declined to provide specifics as to the number of students participating in the market, he said he did not feel that the number was enough to have a significant impact on the election. 

Boiko did say that students have been willing to sell their votes for a wide range of prices and that more students have been willing to sell votes than buy votes. 

He said, however, that some students have e-mailed him to rescind their offer to sell their votes. 

UC President Matthew J. Glazer ’06 said that the service is contrary to the spirit of this election. 
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The Avatars of Research

Students and professors join popular virtual worlds like Second Life to study the real-world interactions they represent
By ANDREA L. FOSTER
Elon, N.C.
At a recent instructional workshop at Elon University, a group of eight professors and staff members take their first steps in a virtual world called Second Life. Seated around computers, they tap their keyboards and move their mice so that their online characters walk around a virtual swimming pool.

The digital scene looks like a pool party attended by the world's clumsiest guests, as one after another stumbles into the water.

"I'm drowning!" cries Gerald Gibson, an assistant professor of communications, as he watches his online character go down in several feet of water.

"Hit page up and then control-c," advises Karen Marsh-Lovvorn, an instructional technologist at Elon, who led the summer workshop for professors, hoping to entice them to use Second Life in their classes. Mr. Gibson complies, and his character shoots up out of the water and lands poolside.

Though all this online frolicking may seem frivolous, the professors' interest in virtual worlds is strictly professional. These cartoonlike environments -- called massively multiplayer online games -- which can be played from anywhere in the world, have become popular laboratories for scholars to study individual and group behavior or test their entrepreneurial skills. Other virtual worlds studied by researchers include World of Warcraft and Everquest.

Second Life, in particular, has become a magnet for researchers because the world places few constraints on them. And Linden Lab, the San Francisco-based company that created the game two years ago, allows college students and scholars free entry to its make-believe world of 50,000 players worldwide. Other people paid a one-time fee of $10 to explore the world until this month, when Linden Lab announced free entry for everyone. Nonacademics who want to own "land" on which to build such things as virtual homes and entertainment areas must pay $10 a month for the rights. Participants mask their identities, taking on the roles of animated characters, known as avatars. They socialize, build neighborhoods, form groups of friends, and, in some cases, even marry. The connections and tensions that develop among avatars speak volumes about the behavior of people and organizations in real life, which is intriguing to sociologists, psychologists, and anthropologists, among other social scientists.

Business professors are interested in Second Life because subscribers create, buy, and sell the colorful characters, costumes, virtual belongings, buildings, and neighborhoods that populate the cyberuniverse. The digital inventions are purchased with a virtual currency called "Linden dollars," which can be exchanged for real money. Indeed, a few people make a living by selling real estate in Second Life for real money. Virtual goods worth an actual $18-million are sold among Second Life participants each year, according to Linden Lab.

"Going up and setting up a business in Second Life is fundamentally not that different from setting up a business in the real world," says Kevin Werbach, an assistant professor of legal studies and business ethics at the University of Pennsylvania's Wharton School. "You have to have a core set of skills in defining an idea, implementing it, selling it, and managing the processes, which is really the essence of being an entrepreneur."

Rich Environments
Students, too, are drawn to this new world of research. Jon Maggio, a senior here at Elon, is fascinated by sociology and virtual worlds. So when a sociology professor suggested that he combine his two passions into a research project, he jumped at the opportunity.

Over the summer, Mr. Maggio followed a blog about goings-on in Second Life and was intrigued by what he read: Participants in the community strive for social acceptance, hire private investigators to spy on virtual spouses, hurl harassment charges at each other, and debate whether a virtual marriage ceremony performed by a minister's avatar is -- well, real. In one scandalous case, two virtual characters reportedly developed such a strong connection that their human operators ditched their respective spouses and moved in together.

"There's so much here," says Mr. Maggio. "I could spend the rest of my life studying this thing."

He originally planned to center his sociology research project on Second Life. But he has recently expanded it to include two more popular virtual environments -- World of Warcraft and Final Fantasy 11, which are more action-oriented than Second Life and offer the chance to slay dragons and monsters.

Mr. Maggio's research focuses on the intersection between virtual and real worlds, more specifically on the potential for abuse in the buying and selling of digital objects. Some allege that entrepreneurs have set up small offices crammed with computers where workers in developing countries, such as China, spend all day in virtual worlds in order to create and acquire the digital goods therein, which their bosses then trade for real money on sites like eBay. The bosses take most of the money and pay the workers less than a dollar an hour, according to reports, including a February column by Tom Loftus on msnbc.com.

Eventually Mr. Maggio plans to do graduate work in the budding field of cyberculture studies, studying the sociological aspects of virtual worlds.

He was introduced to Second Life by some students of Megan S. Conklin, an assistant professor of computer science at Elon, who is a self-described campus "evangelist" for Second Life.

She has asked her students to use the virtual community as a laboratory to explore issues concerning marriage, gender identity, social status, religion, and monetary policy, among other topics.

"I can get my students to understand in five minutes what I would normally have to lecture about for five hours," Ms. Conklin tells her colleagues at the Second Life workshop, which she leads along with Ms. Marsh-Lovvorn.

Ms. Conklin shows the Elon professors her avatar, named Professor Radiks. Dressed in a Victorian-era bustle and wide-brimmed hat, she moves around online amid the professors' avatars. These include Tatsui, a woman in a skintight red outfit; Liniope, a large, muscular man with a creepy gaze; and Ms. Marsh-Lovvorn's own avatar, Echinacea. (A gardener, the technologist named her characters after herbs.) The character looks like its creator, dressed in a purple shirt and black sweater-and-pants set, the same outfit worn by Ms. Marsh-Lovvorn during the workshop.

Growing Attraction
Computer scientists are not the only scholars making use of Second Life.

Architecture students at the University of Texas at Austin and at the University of California at Berkeley have used Second Life to create virtual buildings and public spaces to see what they might be like to inhabit. At the Wharton School, students are interested in testing their entrepreneurial and marketing techniques by setting up businesses in Second Life to bring in virtual cash.

Aaron Delwiche, an assistant professor of communication at Trinity University in San Antonio, had his students use Second Life in the spring of 2004 to study game design. They took advantage of object-creating tools in the virtual world to develop games that could familiarize new players with the software. Mr. Delwiche also had an expert on virtual worlds who lives in Copenhagen deliver a guest lecture to his class remotely, using the Second Life environment.

This month Linden Lab announced to Second Life participants that students from eight colleges would roam the virtual world during the fall semester. The students are enrolled in architecture, computer science, international business, sociology, and urban-planning courses, among others. In each class, the last name of the students' avatars is the same, so other avatars can easily spot which players are doing research.

Participants in Second Life don't always take kindly to being the subject of researchers' fascination, however. Some have complained that students are coy about their research or ask repetitive and inane questions.

Students in Ms. Conklin's class, all of whom are known in Second Life by the surname Radiks, were taken aback by some of the angry messages they received.

"I'm afraid I've had just about enough of these questions from Radiks," one avatar wrote in an online forum. "I'm not some kind of strange subject, here to be analyzed and questioned and interviewed and watched and photographed for a scientific or anthropological study at whatever rubbish uni they're from. I'm a person and I'm sick of this."

Ms. Conklin defended her students in the same online forum, saying they were abiding by Second Life's research-ethics policy, which requires researchers to identify themselves and to get the permission of a participant before publishing his or her comments.

Welcoming Students
Linden Lab never anticipated that its environment would be widely used by college students, says Robin D. Harper, vice president for community development. But once professors began encouraging students to explore the online community, company executives put policies in place to entice college classes to the site.

Before the company began offering free access to Second Life this month, only students and professors in a class could explore the virtual world at no charge. Each class gets a parcel of virtual land on which to build housing, public parks, or casinos, for example, to test students' design skills and to attract other participants. For classroom use, the company waives its monthly "maintenance fee" of $25 for one acre. After the course ends, students can keep their avatars and continue using Second Life free.

Linden Lab has found that students and professors give the company useful advice on how to improve the virtual world, says Ms. Harper. Three years ago students in a class in architecture and urban planning at the University of Texas at Austin recommended that the company allow Second Life participants to join multiple groups in order to create closer social networks. The advice was taken.

"The challenge is for new teachers, who aren't that familiar with Second Life," to find the tools to create things, says Ms. Harper. "So our focus is more on helping them locate the resources they need."

Ms. Marsh-Lovvorn assumes that role at Elon. During the workshop, she shows the professors that by clicking on the "edit" and "appearance" menus in Second Life, they can modify their avatars' bodies, facial features, or race. They can make themselves as ordinary or freakish as they want, giving themselves oversize heads, long torsos, or fluorescent eyes. One character, Araiya Bomazi, appears to be part-human, part-squirrel.

Mr. Gibson, the communications professor, decided to change the gender of his avatar. "I'm tired of being in touch with my feminine side," he declared.

Ms. Conklin also presents the professors with a list of possible assignments for their students. Among them: Interview Second Life participants to determine why the avatars have a certain appearance or dress; investigate how the community's economy works; and discuss whether class hierarchies have emerged, and if so, how they work.

Ms. Conklin's students were able to experience firsthand the effects of tinkering with Second Life's internal economy.

In a popular activity within the community, participants spend Linden dollars to rate other avatars on their appearance and behavior, an activity that determines avatars' social status. (All Second Life participants are given a small sum of Linden dollars upon entering the world.)

In the middle of Ms. Conklin's three-week course in the winter term, Linden Lab raised the cost of rating an avatar from one to 25 Linden dollars, in order to tighten the money supply. "Some economics students immediately were able to start doing graphs and thinking about supply and demand and talking about monetary-policy issues," said Ms. Conklin. "It was really great."

Along with their online explorations, Ms. Conklin's students viewed the movie The Matrix and read Snow Crash, a 1992 science-fiction novel by Neal Stephenson that explores an alternative social world in cyberspace. (The avatars' surname, Radiks, is a reference to Radikal Kourier Systems, a company in the book.)

Second Life mimics much of what goes on in real life, but not everything. A player can change night to day at any time, an upheaval that registers only on his or her own computer screen. And Ms. Marsh-Lovvorn shows the professors that by clicking on the "fly" tab, at the bottom of the screen, they can take off like birds.

The professors do so and soar to Forcythia's Fantasy, a maze of walls, caverns, and greenery that includes animals in a stable, tents in recreation area, and a castle.

Not every professor who has been introduced to Second Life is sold on it as a teaching tool.

Barth Strempek, an associate professor of business administration at Elon, says he is skeptical about using the software to teach business skills. "If I want to teach my students how to sell, I'm not sure this is the right place," he says. "I want them meeting people face to face." He also worries that the virtual environments could cut into young people's outdoor activities, like playing sports.

Ms. Conklin responds that because students are going to play around in virtual worlds anyway, they should be able to think critically about what is happening in the emerging social spaces. When students visit virtual worlds for class, she says, "at least they're doing homework in them."

http://chronicle.com
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September 26, 2005
At Google, the Workers Are Placing Their Bets 

By IAN AUSTEN
Like all search engines, Google helps people sort through information from the past. But a new service, being used inside the company, tries to forecast the future.

Google has created a predictive market system, basically a way for its employees to bet on the likelihood of possible events. Such markets have long been used to predict world events, like election results. Intrade, part of the Trade Exchange Network, allows people to bet on elections, stock market indexes and even the weather, for example.

In Google's system, employees can bet on how the company will perform in the future, forecasting things like product introduction dates and new office openings. It was devised under a program that allows engineers to spend one day a week on a project of their choice. 

To help develop the system, Google consulted Hal R. Varian, an economist at the University of California, Berkeley. Professor Varian (who also writes the Economic Scene column for The New York Times) said that the final product was not entirely what he anticipated.

"I was a little surprised," Professor Varian said. "I expected this to be accurate because there's a lot of literature and experience with these systems. But this has been even better than I expected."

Google has not offered precise data on the system's accuracy, but a chart posted on the company's blog last week showed that, in the words of its accompanying entry, prices set for events through employees' wagering were a "pretty close" indication of the probability of events.

The market is based on the idea that a price established for an event will reflect bettors' consensus of the likelihood that it will happen. Thus, something priced at 20 cents should happen 20 percent of the time. The system accepts bets in 10-cent increments up to a dollar (no actual money is involved). 

On its blog, Google compares the market to its search engine software. "Our search engine works well because it aggregates information dispersed across the Web, and our internal predictive markets are based on the same principle: Googlers from across the company contribute knowledge and opinions which are aggregated into a forecast by the market," the blog said.

Professor Varian, who has consulted with Google on other projects, attributes the higher-than-expected levels of accuracy to the large number of employees participating. In general, the higher the number of bettors in such systems, the better the predictions.

There is one issue, however, for which Google's market offers no prediction. "It's a fun thing," said Professor Varian. "Now one of the things we're thinking about is what to do with it." 

 

See also 
http://googleblog.blogspot.com/2005/09/putting-crowd-wisdom-to-work.html
 

and the original Iowa Electronic Markets
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Under New Management

Here's an Idea: Let Everyone Have Ideas 

By WILLIAM C. TAYLOR

LIKE many top executives, James R. Lavoie and Joseph M. Marino keep a close eye on the stock market. But the two men, co-founders of Rite-Solutions, a software company that builds advanced — and highly classified — command-and-control systems for the Navy, don't worry much about Nasdaq or the New York Stock Exchange. 

Instead, they focus on an internal market where any employee can propose that the company acquire a new technology, enter a new business or make an efficiency improvement. These proposals become stocks, complete with ticker symbols, discussion lists and e-mail alerts. Employees buy or sell the stocks, and prices change to reflect the sentiments of the company's engineers, computer scientists and project managers — as well as its marketers, accountants and even the receptionist.

"We're the founders, but we're far from the smartest people here," Mr. Lavoie, the chief executive, said during an interview at Rite-Solutions' headquarters outside Newport, R.I. "At most companies, especially technology companies, the most brilliant insights tend to come from people other than senior management. So we created a marketplace to harvest collective genius."

That's a refreshing dose of humility from a successful C.E.O. with decades of experience in his field. (Mr. Lavoie, 59, is a Vietnam War veteran and an accomplished engineer who has devoted his career to military-oriented technologies.)

Most companies operate under the assumption that big ideas come from a few big brains: the inspired founder, the eccentric inventor, the visionary boss. But there's a fine line between individual genius and know-it-all arrogance. What happens when rivals become so numerous, when technologies move so quickly, that no corporate honcho can think of everything? Then it's time to invent a less top-down approach to innovation, to make it everybody's business to come up with great ideas.

That's a key lesson behind the rise of open source technology, most notably Linux. A ragtag army of programmers organized into groups, wrote computer code, made the code available for anyone to revise and, by competing and cooperating in a global community, reshaped the market for software. The brilliance of Linux as a model of innovation is that it is powered by the grass-roots brilliance of the thousands of programmers who created it.

According to Tim O'Reilly, the founder and chief executive of O'Reilly Media, the computer book publisher, and an evangelist for open source technologies, creativity is no longer about which companies have the most visionary executives, but who has the most compelling "architecture of participation." That is, which companies make it easy, interesting and rewarding for a wide range of contributors to offer ideas, solve problems and improve products?

At Rite-Solutions, the architecture of participation is both businesslike and playful. Fifty-five stocks are listed on the company's internal market, which is called Mutual Fun. Each stock comes with a detailed description — called an expect-us, as opposed to a prospectus — and begins trading at a price of $10. Every employee gets $10,000 in "opinion money" to allocate among the offerings, and employees signal their enthusiasm by investing in a stock and, better yet, volunteering to work on the project. Volunteers share in the proceeds, in the form of real money, if the stock becomes a product or delivers savings.

Mr. Marino, 57, president of Rite-Solutions, says the market, which began in January 2005, has already paid big dividends. One of the earliest stocks (ticker symbol: VIEW) was a proposal to apply three-dimensional visualization technology, akin to video games, to help sailors and domestic-security personnel practice making decisions in emergency situations. Initially, Mr. Marino was unenthusiastic about the idea — "I'm not a joystick jockey" — but support among employees was overwhelming. Today, that product line, called Rite-View, accounts for 30 percent of total sales.

"Would this have happened if it were just up to the guys at the top?" Mr. Marino asked. "Absolutely not. But we could not ignore the fact that so many people were rallying around the idea. This system removes the terrible burden of us always having to be right."

Another virtue of the stock market, Mr. Lavoie added, is that it finds good ideas from unlikely sources. Among Rite-Solutions' core technologies are pattern-recognition algorithms used in military applications, as well as for electronic gambling systems at casinos, a big market for the company. A member of the administrative staff, with no technical expertise, thought that this technology might also be used in educational settings, to create an entertaining way for students to learn history or math.

She started a stock called Win/Play/Learn (symbol: WPL), which attracted a rush of investment from engineers eager to turn her idea into a product. Their enthusiasm led to meetings with Hasbro, up the road in Pawtucket, and Rite-Solutions won a contract to help it build its VuGo multimedia system, introduced last Christmas.

Mr. Lavoie called this innovation an example of the "quiet genius" that goes untapped inside most organizations. "We would have never connected those dots," he said. "But one employee floated an idea, lots of employees got passionate about it and that led to a new line of business."

The next frontier is to tap the quiet genius that exists outside organizations — to attract innovations from people who are prepared to work with a company, even if they don't work for it. An intriguing case in point is InnoCentive, a virtual research and development lab through which major corporations invite scientists and engineers worldwide to contribute ideas and solve problems they haven't been able to crack themselves.

InnoCentive, based in Andover, Mass., is literally a marketplace of ideas. It has signed up more than 30 blue-chip companies, including Procter & Gamble, Boeing and DuPont, whose research labs are groaning under the weight of unsolved problems and unfinished projects. It has also signed up more than 90,000 biologists, chemists and other professionals from more than 175 countries. These "solvers" compete to meet thorny technical challenges posted by "seeker" companies. Each challenge has a detailed scientific description, a deadline and an award, which can run as high as $100,000.

"We are talking about the democratization of science," said Alpheus Bingham, who spent 28 years as a scientist and senior research executive at Eli Lilly & Company before becoming the president and chief executive of InnoCentive. "What happens when you open your company to thousands and thousands of minds, each of them with a totally different set of life experiences?"

InnoCentive, founded as an independent start-up by Lilly in 2001, has an impressive record. It can point to a long list of valuable scientific ideas that have arrived, with surprising speed, from faraway places. In addition to the United States, the top countries for solvers are China, India and Russia. 

Last month, InnoCentive attracted a $9 million infusion of venture capital to accelerate its growth. "There is a 'collective mind' out there," Dr. Bingham said. "The question for companies is, what fraction of it can you access?"

That remains an unanswered question at many companies, whose leaders continue to rely on their own brainpower as the key source of ideas. But there's evidence that more and more top executives are recognizing the limits of their individual genius.

Back at Rite-Solutions, for example, one of the most valuable stocks on Mutual Fun is the stock market itself (symbol: STK). So many executives from other companies have asked to study the system that a team championed the idea of licensing it as a product — another unexpected opportunity.

"There's nothing wrong with experience," said Mr. Marino, the company's president. "The problem is when experience gets in the way of innovation. As founders, the one thing we know is that we don't know all the answers." 

William C. Taylor is a co-founder and founding editor of Fast Company magazine. He lives in Wellesle
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Your Very Own Personal Air Fare 
By CHRISTOPHER ELLIOTT 
Hundreds of thousands of computer users receive online alerts offering discounts on airfares, but many customers could end up paying more than they have in the past. 
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Your Very Own Personal Air Fare

By CHRISTOPHER ELLIOTT

When Jim Jacobs hears a "ding" coming from his desktop computer, he thinks about discount air fares like the $122 ticket he recently bought for a flight from Tampa to Baltimore on Southwest Airlines.

Several times a day, Southwest sends Mr. Jacobs and hundreds of thousands of other computer users discounts through a new application called Ding, a free program that links the airline directly to passengers in a novel way.

"If I move quickly," said Mr. Jacobs, a corporate telecommunications salesman who lives in Tampa, "I can usually save a lot of money." The fare to Baltimore underbid the airline's own Web site by $36, he says.

When Brent Bowen hears a ding, though, it does not make him think of bargains. Quite the contrary, it sets Mr. Bowen, the director of the Aviation Institute at the University of Nebraska at Omaha and an airline industry watchdog, to contemplating the beginning of a shift in the way airlines set fares.

If matchmaking programs like Ding catch on, industry analysts say, some passengers will find a deal on their airline tickets. But many others - most of them business travelers - might pay more than they have in the past. At least two other airlines, sensing an opportunity to raise profits, are pursuing similar custom air fare systems. 

Southwest is promoting Ding, which is available at www.southwest.com/ding, as a tool to help travelers save money. And it does that. Bob Cowen, publisher of InternetTravelTips.com, has been tracking prices on Ding since it was introduced in February, estimated that fares on Ding were lower than those for comparable flights on other carriers by 17 percent, or about $50 a ticket.

But analysts fear it could just as easily go the other way. "Right now, Southwest may be sending cheap fares through Ding," Mr. Bowen said. "That doesn't mean it will always do that."

How could a seemingly innocuous program like Ding herald a realignment of pricing power? At the moment, airlines separate passengers into a dozen or more fare categories, rewarding those who book early with inexpensive rates and raising fares for last-minute travelers.

But as the industry struggles to recover from a cumulative loss of $30 billion since 2000, it is clear that the current reservations and fare-pricing systems are not working as they should. One reason is that customers have learned to manipulate these categories to their advantage. 

For example, business travelers, who are the airlines' most profitable customers, can easily secure a cheaper airline ticket by behaving like leisure travelers - either staying over a Saturday night or booking tickets a week before flying.

Custom fares would give the airline industry a lift by allowing it to find the passengers to fill unsold seats more quickly and efficiently. At the moment, carriers try to predict demand for tickets using computer models and then sell them through third-party reservations systems that charge the airlines a fee for each transaction.

A Ding-style system allows the airline to not only communicate directly with customers, bypassing the reservations systems, but also to know much more about those passengers - and to predict with greater accuracy whether they are likely to buy a ticket or not. But a custom fare system also allows an airline to identify customers who are willing to pay more for a ticket, and then send them an offer for a more expensive fare. (Ding does not do that yet, but experts say that is where the real money would be.) 

"With this new technology, who you are could be more important than when you book," said Steve Hafner, the chief executive of the travel site Kayak.com. "The more the airline knows about you, and about your travel preferences, the better a job it can do pricing its product to maximize its revenues. It is a seismic shift in the way airlines sell tickets."

Kevin Krone, the vice president for interactive marketing at Southwest, said Ding was technically able to transmit custom fares. But for now, he said, the airline is only sharing bargains with its customers. 

If fare customization becomes more common, privacy is likely to be a significant issue. To sign up for Ding, travelers must register with Southwest, providing their ZIP code and home airport locations. That, in itself, is not unusual. Passengers are also encouraged to sign up for Southwest's frequent-flier program, Rapid Rewards, which collects credit card and Social Security numbers (both fields are optional).

Ding's terms and conditions promise that it will handle personal information that it collects "carefully," but it also grants itself an unusually broad license, stipulating that it "may access your computer to perform maintenance on the software and to install updates." That is not uncommon language for a computer desktop application, even if it is somewhat vague. But it is almost unheard-of for an airline.

Southwest's competition is watching Ding closely, hoping to learn from it. 

Northwest Airlines is close to having the ability to segment its fares down to the individual passenger. "But if you're talking about sending a private price that undercuts the published fare by, say, $10, I don't think there's much of an appetite for that yet," said Al Lenza, the vice president for distribution and e-commerce at Northwest. "Our published fares are already fairly competitive and priced right."

Northwest offers a Web-based program that allows its frequent fliers to sign up for special offers based on their travel preferences, but Mr. Lenza says those prices are widely available.

American Airlines is also pursuing a fare customization program. It already sends specific fare offers to its frequent fliers based on their preferences and geographic location. "We are looking at other technologies to deliver a customized experience," said Billy Sanez, a spokesman for the airline. He declined to elaborate.

Bob Harrell of Harrell Associates in New York, an airline and travel consultancy, said a consumer backlash against an overload of special offers was possible. "What are the practical benefits of getting dinged by six different airlines on your computer at the same time?" he asked.

But for every problem, there is a solution. Developers are already thinking ahead to solve the clutter problem by developing applications that capture all the "dings" from airlines. Mr. Cowen, the air fare expert, just released a test version of such an application that he created at FareSnipe.com, but Southwest would not let him include information from Ding, at least for now.
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MARKET PLACE
Shhh. Liquidnet Is Trading Stocks in Huge Blocks.
By JENNY ANDERSON
 Published: February 23, 2005
  
Like Napster, which shook up the music industry with its file-sharing network, Liquidnet has pioneered an electronic marketplace that allows institutional investors to trade large blocks of stock anonymously.
 

In a sign of how valuable such electronic trading power is, Liquidnet, which began operations in 2001, has just completed a financing deal that values the privately held company at $1.8 billion, according to a person close to the transaction.
  
By comparison, the publicly traded electronic network leader, Archipelago, has a market value of $873 million. 
Nasdaq has a value of about $794 million, while the New York Stock Exchange, a nonprofit organization that has said it will explore the possibility of a public offering, is worth about $1.3 billion based on the price of its membership seats.
 

"The institutional equities business has been a money-losing business for almost five years," said Seth Merrin, the 44-year-old co-founder and chief executive of Liquidnet. "The trend has been toward electronic."
 

Liquidnet can command such a large price tag because it allows some 350 institutions to trade huge blocks - on average 40,000 shares, more than 80 times the size of an average order on the New York Stock Exchange - rather than forcing those institutions to cut up and parcel out the blocks into small shares, trying to trade the shares quietly so that the market does not move against the trade.
 

"Liquidnet was the first to bring the liquidity to you rather than us carving up our order flow and sending it out," said John J. Wheeler, director of United States equity trading at American Century Investments, a $100 billion asset mutual fund company and early client of Liquidnet. "The beauty is anonymity, lower rates than full-service brokers and it comes to you versus you having to go out."
 

Traditional brokerage firms face a number of conflicts inherent in managing their huge order flow. Chief among them is suspicion that they use their trading to the firm's own advantage - an issue the Securities and Exchange Commission is investigating.
 

According to a study conducted by TowerGroup, 10 years ago about 70 percent of orders from institutional traders went to Wall Street block trading desks. Today, that number has fallen to about 28 percent, with electronic venues absorbing the difference.
 

The problem firms have "is trustworthiness," said Jamie Selway, a managing director at White Cap Trading, an institutional brokerage firm. "On Liquidnet, there's no information leakage," meaning information about a trade is not leaked to the market.
 

Liquidnet is selective about its client base, meaning that the firms that trade on it can be assured that they are not being outmaneuvered by hedge funds looking to make a quick buck.
 

"They are the gated community of electronic trading systems; a select group participate, only blue-chip money managers," Mr. Selway said.
 

The firm had to persuade customers to allow it to access their book of trades, the only way in which it would be able to find enough orders to match. Mr. Merrin said, "The new paradigm is order flow is portable."
 

Mr. Wheeler of American Century Investment is the one who describes it as "Napster for stocks."
 

"It's reading our open-order file and matching buyers and sellers in cyberspace and then you can choose to interact with the contra order or not," he said.
 

Liquidnet sold a minority stake in the company late last week for $250 million to Summit Partners and Technology Crossover Ventures, allowing some of the firm's early backers, including among others TH Lee Putnam Ventures and Michael Price, to cash out a portion of their initial investment. Institutional Investor magazine reported that Liquidnet was in negotiations last week.
 

Despite the interest and growth in Liquidnet, the company is still a bit player in the trading world. In the fourth quarter, its average daily volume rose to 23 million shares a day, a 77 percent increase over the period a year earlier, but small compared with the 1.5 billion shares traded each day at the New York Stock Exchange.
 

But Liquidnet has low overhead and a huge potential for growth. Among trading platforms, there has been a mad scramble to consolidate order flow - institutions' stock, bond and derivative trades - while at the same time minimizing costs in what has become a very low-margin business. The rationale is simple: the network or exchange or alternative system that attracts the most orders from big money managers looking to buy and sell shares will ideally be able to offer the most choices, the best prices and the least amount of friction in trying to get the trade done - all critical factors to traders. In trader parlance, liquidity (trades) begets liquidity (more trades).
 

"Flow begets flow," said Todd Buechs, an associate analyst at Sanford C. Bernstein & Company. "If more and more people trust it and sing praises to alternate trading systems, then the network is larger and you get the benefit of a larger network.
 

"Early adopters blaze the trail."
 

 

 



Gift Card exchanges
 

Internet Sites Allow Gift Card Exchanges
 December 31, 2004
 By THE ASSOCIATED PRESS 
 

 

ST. LOUIS (AP) -- The gift card -- often viewed as the
little, plastic solution for keeping friends and family out
of the return lines -- doesn't always serve as the ideal
present. Responding to consumers who don't want to buy
themselves another sweater, or will take a pass on a fancy
steak dinner, Internet businesses have sprung up allowing
people to sell or swap unwanted gift cards.
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COLLEGE PLANNING
Bad News for Wait-Listed Students
Amid a Surge in Enrollment,
Top Colleges Offer Few Slots
To Applicants Put on Hold
By ANNE MARIE CHAKER
Staff Reporter of THE WALL STREET JOURNAL
June 16, 2005; Page D1
Students still hoping to get off the admissions wait list at some of the
country's top colleges may want to start settling on their safe school.
A number of the nation's most-selective universities, including Princeton, Yale and Johns Hopkins, aren't
admitting any students at all off their wait lists this spring. And many others are taking only a handful.
The months of May and June are the time when colleges nail down their incoming freshman classes by
filling any empty seats with students they neither admitted nor rejected, but put on hold. This year, amid
a record flood of applications at some schools, admissions officers added slots in their freshman classes
and extended more acceptances and wait-list offers than the year before, offering hope to an unusually
large number of students.
But in the end, some of those schools wound up being unexpectedly stingy in admitting wait-listed
students. The reason: Many admissions officers were caught off-guard by the large number of students
who accepted offers of admission made earlier in the spring. Every year it's a gamble as to how many
students will accept, and this year, slots at highly competitive schools filled quickly, leaving little or no
opportunity for wait-listed applicants. In fact, some schools are finding their incoming freshmen classes a
little crowded.
At Princeton and Johns Hopkins, the lack of wait-list
admissions is a sharp contrast to last year, when Princeton
admitted 99 wait-listed applicants and Hopkins took about 150.
Yale took eight last year.
Duke University admitted just 22 students from its list,
compared with 86 last year. The University of Chicago says it
admitted only 34 students from the wait list, compared with 150
last year. The University of Pennsylvania took 10 students this
year, compared with about 30 last year.
The calculus for predicting how many students will enroll has
been particularly slippery for the past two years. Last year, uncertainty surrounding changes in
early-admissions policies at Harvard, Yale and Stanford caused many top schools to be more cautious
with the number of students they accepted, allowing them to admit more students from wait lists later in
the spring. This year, a number of admissions officers extended many more acceptances for a variety of
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reasons, from expanding class size to continuing uncertainty over how the early-application changes
would affect enrollment. At many top schools, those additional offers were snapped up.
At Duke, Director of Undergraduate Admissions Christoph Guttentag says so many students accepted
offers to the engineering school that it is causing some overcrowding for the incoming freshman class.
Mr. Guttentag expects that "summer melt" -- the inevitable number of admitted freshmen who submit
their deposit, but then change their minds, get sick or defer -- will whittle the total class size down to
1,715. That's still about 50 more than expected.
Some admissions experts say the shift could bode well for next
year's crop of wait-listed applicants. Andrew Fairbanks,
co-author on a recent book about admissions and a former
associate admissions dean at Wesleyan University, predicts
that colleges that overfilled their classes might "react to protect
against that the following year" by accepting fewer applicants
outright by April, potentially reaching into their wait lists
more.
"Every school feels that there's a rough optimum number that
they like to be able to admit from the wait list," says Mr.
Guttentag. "If in one year it's too few, then we all say 'What
can we do the following year to get closer to our optimal
number?' "
College admissions offices see wait lists as a useful cushion to
prevent enrolling more students than they can accommodate.
The idea is to be selective with the crop of applicants they
accept earlier in the spring -- and then after students have
responded by the May 1 deadline, they can fill any empty
spaces with wait-listed students. Wait lists also help colleges
manage their "yields" -- the ratio of accepted students who
actually enroll -- an important measure of a school's appeal.
Wait-listed students have signaled a strong intention to attend by agreeing to be on the list.
Yale University typically welcomes 1,310 first-year students every year. As of now, says Admissions
Dean Richard Shaw, 27 more than that are slated to enroll -- which is why he isn't taking any from the
waiting list. Yale's yield went up four percentage points this year, to 72%, which is "extraordinarily high"
says Mr. Shaw, adding that a one percentage point increase is usually viewed as a big improvement in the
admissions world.
Johns Hopkins was bracing for a possible drop in its yield after two students were killed in the school
year just ended. In part because of those concerns, and a planned expansion of class size, Johns Hopkins
accepted nearly 600 more students than last year's total number of admissions. Roughly one-third of
accepted applicants chose to enroll, and now the school is in a bind, since it has enrolled over 100 more
students than normal. Incoming freshmen could face more crowded dorms or even makeshift
accommodations in an off-campus inn, says John Latting, director of undergraduate admissions.
Many admissions officers say they regret having to disappoint so many applicants. One reason top
schools said they expanded their wait lists this year was that the pool of applicants was so highly
qualified. The University of Pennsylvania offered about 1,200 students a spot on its list compared with
1,100 last year. Johns Hopkins had increased its offers by 500 students, to 2,000. Dartmouth also offered
100 more students a spot on its list than the year before. "These are all students you'd love to be able to
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accommodate," says Karl Furstenberg, admissions dean at Dartmouth, which admitted only 22 wait-listed
students, compared with 31 last year.
At Scarsdale High School in upscale Westchester County, N.Y., Director of Counseling Marjorie Jacobs
says this year as few as 5% of kids at her school came off wait lists, compared with a more typical range
of 20% to 30%. Ms. Jacobs says that, more than ever, it was crucial for wait-listed students to
demonstrate their interest by writing letters, calling the admissions office, sending extra teacher
recommendations and using connections.
Write to Anne Marie Chaker at anne-marie.chaker@wsj.com1
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College Searches Gone Wild

An unprecedented surge in applications catches admissions deans off-guard

By ELIZABETH F. FARRELL

Late last summer, Alyssa Rose Koestner compiled a list of colleges she could see herself attending. Ms. Koestner, a senior at Orange Coast Middle College High School, in Costa Mesa, Calif., then began narrowing her choices to colleges in California and Colorado. She had mostly A's, tons of community-service experience, and was senior-class president; her options seemed limitless.

In the fall, she stopped whittling down her list, and by the end of January, she had mailed 18 applications. Last month decisions from colleges to which she did not remember applying started coming in. So far she has been accepted by eight colleges and rejected by four. She has concluded that perhaps 18 applications were "a bit excessive."

"I didn't really think about it at the time," says Ms. Koestner. "I just kind of applied to whatever came to me. ... I got a few e-mails from schools letting me have a free application, so I thought, 'Why not?'"

Before the College Board's SAT scoring debacle flustered admissions officials this month, many had said they were already perplexed by another
problem: an enormous influx of applications.

The prevailing explanation for the surge is that easy-to-complete applications and intense competition among students have led a growing number of them to apply to more than the conventional number of colleges.
The result is bigger headaches for everyone involved in the admissions process. High-school counselors discourage excessive applications, and some private schools even limit the number of colleges that students can apply to. At schools without imposed limits, however, counselors say they are more overwhelmed than ever by the paperwork.

Some students say applying to so many colleges makes their final decision all the more difficult. And admissions officials say it has become more challenging to determine which applicants are sincerely interested in their colleges.

The proportion of students who, like Ms. Koestner, apply to 20 or more colleges is small but growing, high-school counselors say. College admissions officials agree that even those students who still file fewer applications are less discriminating than they were a decade ago.

"The era of applying to five to seven schools is not there anymore," says Peter E. Caruso, chairman of the Admission Practices Committee of the National Association for College Admission Counseling. "Many more students are applying to a number in excess of 10, and I cringe when I say that because I don't see how that number could reflect a well-reasoned search.
It's very detrimental to the whole process."

Application Frenzy

In the 2006 admissions cycle, the application frenzy is more extreme than ever, Mr. Caruso says. Even colleges that expected more applicants this year say they were blindsided by the upswing.

Lewis & Clark College, in Portland, Ore., received 13 percent more applications this year over last year, even after a 10-percent increase in 2005. At Boston College, where Mr. Caruso is associate director of admissions, the number of students applying early action jumped 20 percent, and regular-admission applicants increased by 15 percent. Applications to the College of the Holy Cross, in Worcester, Mass., rose a whopping 41 percent. Public colleges, too, saw rising numbers; the University of Michigan at Ann Arbor, for example, received 25,120 applications this year, an 8.6-percent increase.

Demographic data prove the surge in applications outpaces the population growth. The number of graduating high-school seniors has increased by only
0.9 percent each year for the past three years, according to the National Center for Education Statistics. College officials cite other factors that have contributed to this year's application jump: Parents, who are now often more involved in the college-application process than their children.
Students' fears that they will not be accepted anywhere. And aggressive college marketing tactics that make it easier than ever for students to apply.

"I don't have enough fingers to point at all of the causes," says Lloyd Thacker, founder and executive director of the Education Conservancy, a nonprofit admissions-watchdog group. "We are a victim of our own excesses."

Many admissions officials agree that in their efforts to minimize the stress of the application process for students - or to increase their application numbers - their colleges have encouraged frivolous applicants by making it too easy to apply.

The Common Application, a standardized form that nearly 300 colleges now accept in lieu of their own applications, is growing in popularity. Although the form was designed to streamline the application process, saving students from paperwork and repeatedly rewriting the same essays, some admissions officials say colleges that use it are inviting frivolous applications.

"I worry about the common app," says Theodore A. O'Neill, dean of admissions at the University of Chicago. "Colleges should try to encourage applicants who are serious about their institution for good reasons. ... You shouldn't say, 'I'll add 10 more colleges tonight because I have a credit card and a little time on my hands.'"

Rob Killion, executive director of Common Application Inc., denies that the standardized form encourages such behavior. He says his customers have submitted an average of 3.89 applications so far this admissions cycle, and that the number has remained steady for the past eight years.

'Fast Track' Admissions

Another force that is driving more college applications: Students are receiving more unsolicited applications in the mail or through e-mail messages.

Ms. Koestner says those "fast track" and "snap" applications enticed her to apply to so many colleges. Typically the envelope includes a form letter telling the student that he or she has caught the attention of the college's admissions committee. Information about SAT scores and grade-point averages is easy to obtain; the College Board sells data on high-school students to anyone willing to pay for the lists compiled from questionnaires that students complete when they register for the SAT.

Many of the letters tell the student that because he or she would be such a great fit for the college, the admissions staff has already started an application.

In addition to waiving the application fee, usually $30 to $50, admissions offices that send out fast-track applications often dispense with traditional requirements, like essays and teacher recommendations. Colleges that use some variation of that approach include Loyola University Chicago; University of Vermont; and Virginia Commonwealth University.

"When you make it relatively easy for the students to apply, a number of them see it and say, 'What could be easier than doing this?'" says E. Lauck Parke, vice president for undergraduate education at the University of Vermont. "It stimulates a tremendous awareness of our school among these students and is an inexpensive way to get exposure in market areas we had not previously gone into."

"Snap" applications use similar wording but are often sent as e-mail messages and promise a prompt admissions decision, sometimes in as little as two weeks.

Such offers are "a little bit more respectable variant of what the for-profit colleges do online with these mass e-mailings," says Barmak Nassirian, associate executive director of the American Association of Collegiate Registrars and Admissions Officers.

Easy, free applications that virtually guarantee admission are a welcome ego boost to any student who fears rejection - and most do. Caitlin Canney, a senior at Arlington Catholic High School, in Arlington, Mass., is ranked third in her class of 177 students and scored an enviable 2110 (out of a possible 2400) on her SAT. That was enough to prompt more than a dozen colleges to send her fast-track and snap applications last spring.

Unlike many of her indecisive peers, Ms. Canney had already limited her college choices to three because she was interested only in institutions with strong forensic-science programs. But had she not had a specific career in mind, she says, she would have applied to every college that sent her an application.

Why? "Because it's free," she says. "And the fact that all these schools were interested in me was kind of exciting."

There are no statistics on how often colleges use those tactics. But Mr.
Caruso, of the admissions-counseling association, says its Admissions Practices Committee plans to examine the use of fast-track and snap applications. Over the past month, he says, many of the group's members have been calling and urging him to take a closer look at the matter.

The committee plans to investigate whether or not such practices "potentially put a strain on our ethical practices," says Mr. Caruso. "I realize that there's a certain pressure on admissions officials to increase applications. But I'm not sure that is being properly balanced with ethical considerations."

Part of the problem, he and other admissions experts say, is that colleges may be giving advantages to the students who need them the least. Students who have good grades and SAT scores, like Ms. Canney, tend to receive the bulk of fast-track applications, further tilting the admissions process in their favor.

Market Realities

Some colleges use less-aggressive strategies for attracting applicants.
Lewis & Clark, for instance, waives its $50 application fee for students who submit their applications online, even though the admissions office receives 90 percent of its applications that way. Michael Sexton, dean of admissions, says charging a fee might discourage some applicants from applying.

Some admissions deans argue that a student who does not wish to pay a fee is probably not that interested in attending their colleges anyway. But Jeffrey E. Arnold, vice president for marketing and research at 422 Group, an Atlanta-based admissions-consulting company, says colleges often underestimate how much slight gestures like fee waivers can tip the scales in their favor.

"A lot of times all colleges make the mistake of assuming students are sitting down with Mom and Dad and doing a very thoughtful evaluation of which schools they want to apply to," says Mr. Arnold. "But considerations like the applications fee and how many teacher recommendations are required can have a lot of influence on their decision to apply."

Given the overwhelming competition for acceptance letters from top colleges, few admissions deans or college counselors blame students for feeling compelled to submit so many applications. Students naturally want to keep their options open because many of the colleges they once could count on as safety schools are no longer a sure thing, says Thyra L. Briggs, dean of enrollment at Sarah Lawrence College.

Nevertheless, students who think that sending out more applications translates into more acceptance letters are mistaken. The tactic has become so popular, in fact, that it seems likely to backfire on all but a few
applicants: Because so many colleges have received more applications for the same number of spaces, their acceptance rates will inevitably decline.

This spring students also face a greater likelihood than before of being left in wait-list limbo. With so many more applicants, some admissions officers are skeptical about many students' level of interest in their colleges. That means it will be harder to predict how many accepted students will attend, prompting some colleges to admit fewer students than they did last year.

Even though the deluge of applications may complicate the work of admissions officials, few, if any, are discouraging students from applying. More applications, after all, mean a lower yield and a potentially higher ranking in college guidebooks.

College of the Holy Cross, for instance, touts its 41-percent increase this year as a success story that proves the effectiveness of its new marketing campaign.

"We wanted to increase our pool of students and have a national reach at our college," says Ellen Ryder, a Holy Cross spokeswoman. Higher application numbers have "broadened the recognition of our college and gotten more people talking about it," she says.

As application frenzy grows, however, colleges might find that their efforts to raise their numbers do more to complicate the admissions process than attract the right students.
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Auctions for Patents
Business Week  FEBRUARY 13, 2006 

 
	
A Sotheby's For Inventors 

	Patents are going up for auction -- and some big-name companies will be selling 

 


Last year, Dean Becker, an avid collector of classic cars, was thumbing through a catalog for an automobile auction. Why not sell patents the same way, he thought. This April, Ocean Tomo, a firm where Becker is a managing director, will do just that. It has lined up a British auctioneer to take the podium at The Ritz-Carlton San Francisco (MAR ) and sell off rights to everything from earth-imaging technology to shrink-wrap.

Think of what eBay Inc. (EBAY ) did for the junk in people's garages, and you get an idea of what Becker's idea could mean for intellectual property. "Right now what you've got is a marketplace where nobody knows what the asset is worth," says David Kappos, an assistant general counsel at IBM (IBM ) who manages patents.

Chicago-based Ocean Tomo is part of a cottage industry of firms that want to cash in on patents. Traditionally, patent deals have been shrouded in secrecy and burdened by steep transaction costs. The primary method of extracting value, beyond selling a product based on an invention, has been licensing patent rights. But licensing negotiations are often arduous and need to be backed up by a willingness to litigate, which is expensive.

Auctions could help foster "the emergence of a liquid market" for buying and selling patents, says Kappos. So far more than 1,200 patents have been submitted to Ocean Tomo for sale from such companies as AT&T (T ), BellSouth (BLS ), American Express (AXP ), and Kimberly-Clark (KMB ).

If auctions become a regular feature of the patent world, they would help establish prices and a marketplace. "I see this as a great opportunity [as] an independent inventor to really get exposure to a large base of companies that could commercialize my patents," says William L. Reber. Now on his own after working as an engineer for Walt Disney Co. (DIS ) and Motorola Inc. (MOT ), Reber is the creator of 48 patents he's putting up for sale at the auction, which takes place on April 5 and 6.

Kimberly-Clark Corp. will sell patents on a new shrink-wrap that it has decided not to commercialize, and BellSouth Corp. will auction off 20 patents in areas no longer part of its core business, such as search-engine technology. "We think this is a good avenue to explore," says Bill Hartselle, a managing director in BellSouth's patent marketing unit.

MARKETING STUNT? 
Patents from each seller will be grouped into lots when they relate to a common area. Some lots will include additional material such as prototypes of products, inventor notebooks, and, in one case, 80 hours with the inventor to aid in transferring expertise. Ocean Tomo -- a name combining a legal acronym with the Japanese word for friend -- will get 25% of the sale price.

It's the ambition of Ocean Tomo's cofounder and CEO, James E. Malackowski, to turn his firm into an "intellectual-capital merchant bank" offering a range of products and services, including strategic advice for mergers and acquisitions of patent-rich companies, patent appraisal, and insurance against infringement claims. The auction is integral to that vision. It is, he says, the "foundation for establishing patents as an investment asset class." In his view, patents are in the same spot as real estate was decades ago, before it was connected to the Wall Street spigot by such things as real estate investment trusts and mortgage-backed securities.

Some see the upcoming auction as little more than a marketing stunt. And Malackowski certainly has a propensity for promotion. Two firms he was affiliated with before founding Ocean Tomo in 2003 raised questions about items in his Web site résumé that describe investment work he had done with them. Malackowski says the résumé was accurate, but modified it following questions from BusinessWeek.

Still, many see Malackowski as a visionary. "We've been talking about things like new ways of monetizing patents, new ways of leveraging [intellectual property]," says Kappos of IBM. "Ocean Tomo is right there inventing the future."


By Michael Orey



 

 

Automated mediation
 

Cybersettle.com:  http://www.cybersettle.com/info/main.aspx


 

 

A (single buyer) market for kidneys?
The Herald, March 6, 2006 

	£20k for a kidney. £20 for blood. What is your body worth?

	[image: image13]

	BETH PEARSON
	March 06 2006

	[image: image14]http://www.theherald.co.uk/57357.shtml 



	I am a 37-year-old mother of two. I would like to offer one of my kidneys or half of my liver for sale. I am trapped in a marriage in a foreign country – my two children are not his. I want to return home with my children and start a better life for us. I don't know any other way to raise the money to do this, so am offering one of my kidneys and/or half of my liver for money plus all related medical expenses. I am A+ (blood type), don't smoke and rarely drink. I can be contacted at *******@yahoo.com but serious inquiries only please as I am very serious. Thank you.
 
Awayfrom the gloomy statistics of organ shortages and campaigns for donor cards, transplant organs are in good supply. The kidney of the woman in this online advert could be bought for around £1500-£2000 and, with the help of an experienced broker, the transplant could take place quickly and professionally in a reputable hospital abroad. 
Michele Goodwin is the author of Black Markets: The Supply & Demand of Body Parts, published 
by Cambridge University Press this month. "A clandestine system is spreading," she says. "There's the living donation market, where donors are being sought out by US and European citizens in Brazil, Pakistan, India, South Africa and other 
countries. The internet is one of the most rapidly-expanding opportunities for people to connect with organ brokers, who connect people to the organs they desire. You won't find them on your first click, but if you search well enough, you will. The brokers are shielded because they'll say, 'I'm not selling a kidney. What I'm doing is, for a fee, to connect you to what you want'."
In short, the black market in live- organ donations is thriving, which is one of the reasons why, last month, two American doctors called for the legalisation of the sale of organs from live donors in the US. Writing in Kidney International, Eli Friedman, of the State University of New York, and Amy Friedman, of Yale, suggested a state-controlled market system be established whereby £23,000 would be paid to live kidney donors.
It's also a hot debate in this country. More than 5500 patients in the UK are waiting for a new kidney, while only around one-third of that number received a transplant last year. There are ongoing campaigns to encourage people to sign up to the donor-card scheme; however, many experts are calling for tougher action. Some call for a system like that proposed by the American academics, which would simultaneously close in on the organ shortage as well as stem the growing black market. But there is one considerable obstacle: the law.
"There's sympathy for that position," says Dr Graeme Laurie, a medical jurisprudence expert at Edinburgh University. "People think it's a defensible way to address the shortfall for transplantation. It's not a crude two-way process between individuals. People argue you could develop a brokering system within the NHS that could act as a third-party and control prices and make sure everything was safe and fair."
The law governing organ transplants operates on the basis that humans do not own their body parts and have no right to sell them. This would need to be changed if the system for organ donation were changed, but there is no sign of that happening soon. The government is moving in the other direction. The Human Tissue (Scotland) Bill was introduced on June 3 and is going through parliament. It is set to put 
the common-law tradition, outlined above, in statute form, and formalise the government's stance against sale of organs for transplant. It also embodies the opt-in donor system, which means that people must indicate their desire to donate organs in the event of their death. The alternative would be an opt-out system, which would presume consent. 
The opt-out system, which operates in Norway, Portugal and Belgium, is generally less controversial than establishing a market for organs. However, the opposite appears to be the case in the UK, where the scandals at Alder Hey, the Liverpool children's hospital where the organs of dead babies were removed and stored, and Bristol Royal Infirmary, where doctors removed the hearts of children who had died in surgery, are still fresh in the public memory.
"I think the government feels it's too politically sensitive," says Laurie. "I don't see it as a realistic prospect for a long time, given we've just passed the Human Tissue Act. So, we still have the shortfall, hence discussions about buying organs."
Professor John Harris, a philosopher at Manchester University, is one of the loudest voices in these discussions. He believes he has developed a system, with his colleague Charles Erin, which answers most of the objections to selling organs.
"The market has to be confined to a nation state or a group of states that can manage their own affairs," he says. "There would be no direct sales, so individuals could not advertise organs or make an offer for organs. One purchaser – such as the NHS – purchases on behalf of the community and distributes organs bought according to some form of just system or medical priority. There'd be no people in rich countries buying from people in poor countries."
Harris believes the government is more likely to try an opt-out donor scheme before establishing a controlled market for organs, but he thinks it has a moral obligation to do both, and more. "There is a chronic shortfall in the supply of donor organs," he says. "It's not pragmatic. It's morally-driven. People are dying for want of donor organs. This pandemic has to be addressed. An opt-out system would be an improvement, but this would be one of many measures we should be taking. We should have an opting-out system. We should be creating a market. We should allow altruistic living donations between strangers in the UK."
Public and government resistance to paying cash for organs is likely to stem from several sources, but there is an obvious one. Organ donation has always had a veneer of altruism, which has been fostered by the opt-in system. The idea of asking for and receiving cash in exchange for something that is considered a "gift" to the dying seems impolite, at least. But this is changing. Private sales of sperm, eggs and even hair are common and even when we think we're taking part in a purely altruistic activity, like giving blood (bar the tea and biscuit), there are commercial forces at work.
"There is trade in derivatives from blood samples by the Blood Transfusion Service, but the market there hasn't undermined public trust," says Laurie. "When you're asked to donate blood, it's on the basis of gift, but the realities are that behind that there are markets, especially when there's research that produces intellectual property and big financial gains. So the public gives, the service takes. A lot of people don't realise there is a trade. They think altruism permeates the enterprise."
 
A black market that runs on exploitation
[image: image15]A recent report commissioned by the Council of Europe stated that around 40,000 patients are waiting for a kidney transplant in western Europe.
[image: image16]It further suggested that 15%-30% of these people would die while still on the waiting list. Meanwhile, the number of people suffering kidney failure is increasing and organ donations are falling. 
[image: image17]American and European patients have been reported to spend up to £100,000 on a black-market kidney transplant. The market runs on exploitation of the poor, so much 
of this goes to the broker and not the donor.
[image: image18]Anyone seeking a transplant organ abroad, even in a reputable hospital, should exercise caution. "If people are going out of the country, it's not guaranteed that they're using the black market, 
but it is a grey market," says Michele Goodwin. "If they're purchasing an organ through a broker, the chances are it's a black-market one."




Common Casting at Harvard
The Crimson:  Arts

How Does It All Work? Common Casting Unlike Anything Else, Say HRDC and Alums
Published On 3/9/2006 11:22:06 PM

By MOLLIE K WRIGHT
Contributing Writer

An old adage says that acting is reacting. However, the Harvard-Radcliffe Dramatic Club (HRDC) also could argue that policy-making is reacting. 

Born in spring of 1984, Common Casting was HRDC’s executive response to hectic, conflicting schedules within the University’s dramatic community. 

The HRDC website explains Common Casting as a “week of auditions held at a central location at the beginning of every semester, where you can audition separately for nearly EVERY show that’s happening around the Harvard campus … for that semester. Anyone, whether affiliated with Harvard or not … is welcome to audition.” 

Common Casting begins with a casual meet and greet—Pizza Q—at which directors advertise their shows and encourage actors to audition. Auditions take place for one week, as each show holds a number of three hour slots throughout the week in which to audition actors. Callbacks occur that weekend and cast lists are posted the following Monday. Actors have 24 hours to accept or reject roles. 

Since its inception in 1908, Harvard has presented multiple plays, musicals and other theatrical works every semester. Before the current system, auditions for each show were conducted independently throughout the semester. 

“Actors dropped out of one production to do another,” recalls Jonathan S. Miller ’72. 

In 1984, the HRDC board, led by then-president Nick J. Wyse ’84, decided to coordinate auditions of the separate on campus theater companies. 

Early on, bylaws—such as rules prohibiting directors from directly contacting actors before cast lists go up—had to be made to stop outside pressure from making actors’ decisions more politically complicated. 

“The rules have gotten a little more careful,” says Miller, “[The goal of Common Casting is] to let the actor have the most possible freedom and not subject to undue pressure.” 

Hundreds of people participate in Harvard’s Common Casting every semester, and those involved are not aware of this process existing anywhere else—in campus theater or professional theater. 

“People would be quite hard pressed to imagine life without [Common Casting],” says Miller. “With the number of roles and actors involved, it’s difficult to imagine an alternative.” 
http://www.thecrimson.com/article.aspx?ref=511995


Freshman "blocking groups" (residence affiliations) at Harvard
’Hoods Worsen Blocking Tensions
 

Freshman must turn in blocking group preferences today 
 

Published On 3/15/2006 4:41:35 AM
 

By KATHERINE M. GRAY

 

Crimson Staff Writer

 

Freshmen must enter their blocking and linking preferences today. And with a new neighborhood blocking option that allows two groups of freshmen to link with each other, first-years may face a more flexible social network when they enter the House system. 

Last May, the Committee on House Life and the Undergraduate Council passed an initiative to allow a blocking group of up to eight people to link with another group. The two blocking groups would be assigned to nearby Houses. Under this new system, the Houses are divided into four “neighborhoods.” Cabot, Currier, and Pforzheimer make up one neighborhood; Adams, Lowell, and Quincy comprise another; Dunster, Mather, and Leverett create the third; and Eliot, Kirkland, and Winthrop round out the last neighborhood. 

“I think it’s caused a lot of restructuring of groups last minute,” Frank A. DeSimone ’09 said about the neighborhood blocking option. 

DeSimone has chosen to block with two of his roommates, a friend, and four “people [they] do not know.” 

These people who DeSimone barely knows want to link with other freshmen with whom he said he has a “bad history.” 

But for DeSimone, linking may have advantages outside of strengthening budding freshman friendships. 

It “guarantees we won’t live with them,” he said. 

Dara M. Wilson ’09 and Tiana I. Barros ’09 shared similar sentiments in Annenberg Hall last night. 

“It’s a good way to keep your enemies out of your House,” Wilson said. 

Barros, sitting beside her, added, “Keep your friends close but your enemies closer.” 

“And at arm’s length,” Wilson said without skipping a beat. 

Some freshmen have been analyzing the sociology of the system. 

Lena Chen ’09 and her blockmates initially considered linking with another large blocking group. But she wrote in an e-mail last week that this could potentially lead to a “fate worse than death.” 

“We probably do have a better chance of getting quadded [because] we’re big,” wrote Chen, who is also a Crimson editor for Fifteen Minutes. 

But unlike DeSimone, Chen said that linking would guarantee day-to-day interaction with people with whom she aligned. 

“Our primary concern wasn’t whether we were going to get quadded, but whether we were going to get quadded with people we don’t want to see,” Chen said yesterday. This situation would have been the “worst-case scenario,” she added. 

Chen and her blockmates have since decided not to link with the other group. 

But according to Director of Housing Joshua McIntosh, size does not matter. 

“Bigger, or smaller, blocking groups have no impact on how students are randomly assigned to the houses,” McIntosh wrote in an e-mail. 

Several freshmen said they were ambivalent about the advantages of neighborhood blocking. 

“I’m not even getting into linking because blocking is so stressful,” Indira Phukan ’09 said. “It’s such a struggle to figure out a group.” 

“The neighborhooding did help a lot,” Kyra A Hill ’09 said, but added that it was painful “classifying your friends” into either a close-knit blocking group or an outer-circle linking group. 

With housing assignments a little more than a week away, other freshmen have seen the blocking experience as an opportunity to express their artistic talent. 

“The tight-knit groups are fighting too because they got to with fringe friends pushing in for last spots in hot groups,” a verse of a rap written by Grant M. Damon ’09 reads. “I thought you had just committed to the Lost Crew, when awesome is to suck as the River is to Quad, fool.” 

As for a solution to making the system less stressful, Diep N. Vo ’09 suggested expanding blocking group size. 

Neighborhood blocking did not address the fact that “your friends [may] have different friends,” Vo said. 

But Dan A. Svirsky ’09 suggested the opposite. 

“The best solution would be to cut down” blocking group size, he said. 

It’s easier to identify your true, closest friends than those more on the periphery, Svirsky added. 

And given the choice to go through blocking again or have his “ring toe cut off,” Svirsky said he would gladly choose the latter. 

—Staff writer Katherine M. Gray can be reached at kmgray@fas.harvard.edu. 
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New academic journals
How to enter the market, when one function of academic journals is to provide signals of quality (and longstanding journals that already have reputations for high quality have a first mover advantage)?

 

For one approach, check out http://www.bepress.com/bejte/ratingsystem.html 



Online Dating

NY Times

March 29, 2006

David Leonhardt

Computing the Mysteries of Attraction 

ELIZABETH BRERETON was a freshman at Connecticut College and Robert Smith was a sophomore at Wesleyan in 1965 when they became a part of what might have been this country's first computer dating service. 

It was called Operation Match, and it sent questionnaires to college campuses around the country. "There were stacks of them as you went into the dorms," Ms. Brereton remembered. Students rated their own looks, intelligence and interests on a scale from one to five and described their ideal date using the same measures. They then returned the survey, along with a $3 fee, to the Operation Match offices in Cambridge, Mass. 

The idea had sprung out of a late-night discussion among some Harvard students about the inanity of blind dates and mixers. The students realized that computers had made it possible to pair up compatible dates far more easily than the stiff campus dating scene of the 1960's could. You wouldn't have to worry about circumstance keeping you from meeting your perfect match at a party. You would have a list to work from.

Ms. Brereton's and Mr. Smith's responses, like the thousands of others, were transferred to punch cards and fed into an enormous Avco 1790 computer, according to Harvard publications. Six weeks later, it spat out lists of mates for everyone. 

When Ms. Brereton got hers in the mail, the 10 names on it included Mr. Smith, a tall future lawyer from New Jersey. And Mr. Smith's list included Ms. Brereton, a tall upstate New Yorker planning to become a social worker. 

But neither one of them picked up the phone to call the other.

OPERATION MATCH had its moment in the sun, appearing in the Valentine Day's issue of Look magazine and on the CBS quiz show "To Tell the Truth." But it never really had much of a chance. There just was not enough computing power at the time. For a matchmaking system to succeed, it would need to analyze surveys instantaneously and let students sit in front of computers for themselves. It would, of course, need the Internet.

Today, online personal ads have mushroomed into a $500 million annual business, with Barry Diller and Yahoo among the biggest players. No other industry makes as much money online from monthly fees, not even pornography, according to Jupiter Research.

But the dating sites have their own problems. There are thousands upon thousands of listings on the big sites, like Match.com, and they are often filled with exaggerations. The business is not growing rapidly anymore. So the original idea that those Harvard students had — compatibility through technology —is suddenly hot again. 

Match.com has started Chemistry.com, which relies on the compatibility theories of a Rutgers anthropologist. The plot of the recent comedy "Must Love Dogs," with John Cusack and Diane Lane, revolved around PerfectMatch, another site. Further up the cultural spectrum, The Atlantic Monthly devoted its March cover story to the different academic ideas behind Chemistry, PerfectMatch and a third site, eHarmony. 

There is, in fact, some legitimate social science here. For one thing, similar people really are more likely to stay together. 

During the first five years of marriage, the divorce rate for a couple of the same religion hovers around 24 percent, no matter what that religion is. But it jumps to 38 percent for a marriage between a mainline Protestant and a Catholic and 42 percent for one between a Jew and a Christian, according to Evelyn L. Lehrer, an economist at the University of Illinois, Chicago. 

Divorce rates are also somewhat higher for interracial couples and for couples with a wife who is at least four years older than her husband. (When the man is a lot older, on the other hand, divorce is no more likely than when spouses are about the same age.)

This is a bit depressing, because it sounds almost like an excuse for segregation. But take the data for what they are — national averages, not individual destinies — and averages are quite useful when thousands of people are involved. Chemistry and eHarmony both match people with similar demographic profiles.

From here, the sites move into the still murky science of personalities. PerfectMatch deems some traits, like energy level and optimism, important for a couple to share, so that they don't clash over how to lead their lives. But with others — flexibility, perfectionism, emotion — a marriage can benefit from difference.

I have no idea which of these theories will end up being right. And the people running the sites insist they have no illusions about replacing the mystery of human attraction. "What this does is try to narrow it down so you spend less time with people who are totally out of the question," said Pepper Schwartz, the sociologist behind PerfectMatch's system. "We're just upping your chances." 

It is the same thing innovative people are doing in all kinds of fields now. Doctors are combining patient records with medical databases to double-check their intuition. Ben S. Bernanke, the new Federal Reserve chairman, is attracted to the notion of letting an economic formula help set interest rates. Big league baseball is in the midst of a scientific revolution, using extensive data to make better decisions about ballplayers. 

But love seems like the final frontier in the debate between gut instinct and hard evidence. It's just hard to accept that a computer might know something about romance that we don't. Which brings us back to Ms. Brereton and Mr. Smith.

In 1969, four years after he filled out his Operation Match survey, Mr. Smith went to a mixer, of all things, for graduate students at the University of Chicago. He saw a woman across the room he wanted to meet, and he walked over to introduce himself. Her name was Elizabeth Brereton. "We knew immediately that we had been matched by Operation Match," she said. Four months later, they were engaged.

They have spent the last three decades living outside of Boston in a house that has been filled with children, friends and more than its fair share of overnight guests. I met their oldest child, Matthew, in first grade, and during college I spent an entire summer living in the Smiths' guest room.

So in honor of the Smiths, here is a prediction about which matchmaking site will finally fulfill Operation Match's grandest ambitions. It will be the one that helps pair people up while making them think that they have found love all on their own. 

E-mail: leonhardt@nytimes.com

Trying to set a fire under online dating

EHarmony tries science and Match.com has Dr. Phil

http://www.boston.com/business/technology/articles/2007/02/14/trying_to_set_a_fire_under_online_dating/?p1=email_to_a_friend
By Hiawatha Bray, Globe Staff  |  February 14, 2007 

As Valentine's Day arrives , the online dating business is in the midst of an extreme makeover.

Internet dating was once scorned as the last resort of nerds and losers. No more: about 16 percent of all US Internet users -- or roughly 33 million people -- visited a dating site in 2006, according to JupiterResearch, and Americans spent $650 million last year on digital hookups.

But only about 5 percent of US Internet users purchase paid subscriptions to online dating services, and that percentage has hardly budged for several years, forcing industry leaders and tiny start-ups alike to try new gimmicks to coax more revenue out of existing customers and attract new ones.

EHarmony.com of Pasadena, Calif., is fighting back with science. Founded by psychologist and marriage counselor Neil Clark Warren, the company is best known for its high prices -- $60 a month -- and its questionnaire. Members must answer over 400 questions; the answers help eHarmony select the most likely candidates for romance.

Now eHarmony has just launched eHarmonyLabs -- a romance think tank where PhD psychologists hope to quantify the secrets of lasting relationships. The lab is undertaking a five-year study of married couples to determine the traits that make for long-term bliss. The lessons learned will help eHarmony improve its matching criteria and find better partners for its members. "The better we can make our matching model, the better our business will do," said chief executive Greg Waldorf.

EHarmony is perhaps the most marriage-focused dating site. Waldorf proudly cites a Harris Interactive survey that found that 33,000 eHarmony members married each other in 2005 -- over 90 marriages a day.

Last February, the company launched eHarmony Marriage, a guidance service for people who've already found a mate but need help making the marriage last. For $49.95, couples get a questionnaire that helps identify problems in their marriage. For a monthly $49.95 subscription, they can access online video exercises that teach relationship repair techniques.

Match.com of Dallas, a business unit of IAC/InterActive Corp., is also making some moves. Prices at match.com, the leading dating site with about 15 million members worldwide, range up to about $30 per month. Last year, the company hooked up with popular TV psychologist Dr. Phil McGraw. Subscribers who pay about $9 a month extra can receive video and audio messages from Dr. Phil, as well as specialized dating advice.

"If there's any remaining social stigma to this category, dating online, we wanted to put an end to it once and for all," said Jim Safka, chief executive of Match.com. "Dr. Phil -- it doesn't get more mainstream America than that."

Match has also copied eHarmony's questionnaire-based matching system in a service called Chemistry, developed with the help of a cultural anthropologist. As with eHarmony, Chemistry subscribers are only introduced to people whose test results indicate they're a good match. Match has hired Jay Manuel , one of the stars of the TV series "America's Next Top Model," to help members attract more suitors. Manuel suggests that members post appealing photographs with good lighting and creative camera angles and upgrade their personal profiles with short, revealing anecdotes.

In addition, Match has launched a new advertising slogan, "It's Okay to Look," along with ads featuring happy subscribers, including a 72-year-old widow from New York.

Safka welcomes customers of all ages, but he said that Match is more aggressively reaching out to aging baby boomers. "The segment of people who are over 50, that traffic is growing rapidly," Safka said. Meanwhile, the 18-to-25 crowd seems to be losing interest. "Those people are going to MySpace," the popular social networking site, said Safka.

Some companies hope to gain a foothold in the dating market by targeting narrow niches -- single Christians, Jews, liberals, or conservatives. But Hotenough.org of Nutley, N.J., has chosen an especially challenging market. This site charges $29.95 for the first month and $9.95 a month thereafter. But it accepts only unusually good-looking men and women. Applicants must pass muster with existing members, who rate their looks on a scale of 1 to 10. The applicant must get 25 votes of 8 or more to be admitted.

"Ninety percent of the sites are composed of not very attractive people," said Hotenough chief executive Jason Pellegrino, who claimed that the truly gorgeous have been neglected by online dating services. "I look at it as filling a void in the industry." he said.

But Harvard-trained mathematician and entrepreneur Sam Yagan thinks fee-based online dating services are doomed. His company, Humor Rainbow Inc., runs OKCupid.com, a dating site that relies on advertising to pay the bills, while charging its members nothing.

Like eHarmony or Match's Chemistry service, OKCupid uses a series of questions to identify good matches. But many of the questions are created by members.

Members have submitted about 10,000 questions to OKCupid, ranging from politics and religion to a person's taste in furniture. "As you answer more and more of these questions," said Yagan, "you personally are creating your own algorithm about what constitutes a good match for you." That algorithm is combined with OKCupid's own mathematical techniques to produce a list of likely new friends.

JupiterResearch's Elliott thinks free dating sites have too few members to offer a good variety of matches.

Besides, there's the question of commitment. "If someone's going to the trouble of paying for a dating site, then you can surmise that they're more serious," he said. But "it's easy to sign up for a free dating site and then forget all about it."

Still, Yagan thinks OKCupid's combination of mathematical wizardry and low cost will eventually make it the Google of online dating. "The combination of better and free is unstoppable," he said.

Hiawatha Bray can be reached at bray@globe.com.  
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The Hasty Hello 

By JULIE BICK

Business groups are stealing a page from the modern dating handbook by playing host to “speed networking” events in which professionals move methodically from one business prospect to the next, getting acquainted for just a few minutes at a time.

It is the corporate equivalent of speed dating, invented in the late 1990s by a rabbi hoping to fix up Jewish singles, a practice that has since spread widely.

“You won’t have time to make a business deal in eight minutes, but you’ll gather a great list of people that you might work with in the future,” said Tom Jaffee, founder of Match Events (matchevents.com), which organizes social and business meet-ups from its headquarters in Delray Beach, Fla. 

Some speed networking events use the same round robin approach as speed dating, so the participants meet random people in an orderly way. A few companies like Match Events and eXtreme Networking, which is based in Chicago and operates Speednetworking.com, use software to help make the perfect business match. 

For this more advanced type of speed networking, those attending the event fill out profiles detailing their job description, title and industry, and specifying the types of people they would like to meet. For example, attendees may hope to meet new suppliers or customers, or service providers like payroll or legal professionals.

The profiles and requests are then matched up electronically, and a personalized list is generated for each participant. At the speed networking event, numbered stations are set up around the room, with attendees chatting successively with each person on their list at the assigned station, typically for five to eight minutes each. In this way, attendees meet a wide selection of people. 

Staffing Industry Analysts of Los Altos, Calif., an organizer of conferences and trade shows, has included speed networking in some of its programs for two years. Barry Asin, its executive vice president and chief analyst, says the company has tried a variety of ways to get people together at such events.

“We’ve set up tables by discussion topic or industry and let people choose where to sit,” he said. “We’ve done the cocktail hours and lunches, and they’re fine. But with speed networking, there’s always an incredible buzz in the room. People are excited and full of energy.” 

Aaron Abend, president of the Viapoint Corporation, a software company in Burlington, Mass., says he wishes that all professional conferences included speed networking. He recalled flying across the country to an Oracle database conference, in search of companies that might distribute his customer relationship management software. 

Looking for a table of prospective partners, he ended up sitting with employees of the Food and Drug Administration who were at the conference solely to learn about features in Oracle’s software, and had no interest in his product. “We could do nothing for each other, and the meal was a total waste of time,” he said, “but it would have been too rude to get up and leave.” 

The best time for a speed networking session is right after the first morning keynote speech, Mr. Jaffee said. “A session early in the overall program connects people, and that energy carries over to the rest of the sessions because folks see potential to do business with the people they’ve met,” he said. “Plus it gives them the rest of the conference to see each other again.” 

The format is not for everyone. Speed networking may feel uncomfortable to those less confident in social situations, as they have to introduce themselves over and over. Some attendees may feel too rushed to absorb information. And if the room is not set up well, acoustics may hamper one’s hearing because of the many simultaneous conversations.

While attendees often have a list of people they want to meet, some also keep a list of people they want to avoid. Some software systems that organize speed networking events offer a “no meet” guarantee, which gives participants the option to list a person, company or profession they do not want to be matched with. “That helps alleviate the number of uncomfortable pairings,” said Adam Fendelman, chief executive of eXtreme Networking.

Feedback from conference organizers and attendees is used to improve the matching software. “At a large conference people may want to choose by multiple criteria, or make sure they don’t meet the same people they met at last year’s event,” Mr. Fendelman said. 

The Columbia Business School used speed networking in its Executive M.B.A. partnership programs with the University of California, Berkeley, and the London School of Business. “It provided some social engineering to help students to meet people in other classes and programs,” said Jessica Roberts, the student affairs officer for the program. 

Both Mr. Jaffee and Mr. Fendelman say they expect more conferences to incorporate speed networking as event managers learn about the concept. “When you’re asking people to travel and pay a lot of money, a good keynote and a bag of goodies isn’t enough anymore,” Mr. Fendelman said. 

http://www.boston.com/news/local/articles/2006/11/12/early_bird_specialists/
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Antique hunters rise before dawn to track down flea market bargains

By Jenna Russell, Globe Staff  |  November 12, 2006

ROWLEY -- Under an almost-full moon, Oscar Fortin unloaded his old green station wagon. He pulled out a wooden samurai sword, a banana box full of old books, a child-size trumpet, and two pairs of cowboy boots.

Within minutes, a pair of bobbing flashlights appeared. Two men were approaching, moving rapidly across the dark, frost-covered field. They swept their lights across the pile of items, then circled the car without a word, leaning in close to peer in the open doors.

The Todd Farm Antique & Flea Market was open for business. It was almost 4 a.m.

Every Sunday morning from April through November, a strange and shadowy ritual plays out on this swath of former farmland 30 miles north of Boston. Driven by a burning desire to be the first to survey incoming merchandise, and a nagging fear of being beaten to the prize, the highly competitive dealers who buy and sell here have ratcheted the outdoor market's start time steadily backward during its 25 years in business.

If a genuine Tiffany lamp or Confederate rifle turns up here on the cheap -- ripe for resale at a hefty profit -- it will vanish long before the sky is streaked with pink. So at the height of summer, when the crowds are thickest and the pre dawn hours mild, Todd Farm fanatics start shopping as early as 2 a.m.

"At first it amazed me, but now I would be shocked if I didn't see the flashlights when I pulled in," said John Warren , 47, of Lynnfield, a part-time farm employee. "It's become normal to me now. But people who have never seen it -- they see the flashlights coming toward them and they get freaked out."

Hard-core customers are gone by 6 or 7 a.m. The market officially closes at 3 p.m., but late in the season, some dealers start packing up at noon.

Early last Sunday morning, the temperature hovered near freezing. Only a few cars idled on the field by 3:30 a.m. The flea market season, scheduled to run through Nov. 26, was winding down, but a small, energetic group of first-comers bundled in boots, hats, and gloves still jogged to meet every truckful of merchandise as it arrived.

Vince Milano , wearing military fatigues and his trademark Hermann Meyer cap, patrolled the flea market grounds like a general surveying the battlefield. As his 16-year-old son slept nearby in his truck, Milano strode purposefully from dealer to dealer in the dark, searching for items to buy and resell at his military collectibles shop in Brentwood, N.H.

He leaned in close with his flashlight to examine a tray of antique military badges propped in the bed of a pickup truck. "That's Spanish-American," he said of a badge with a red, white, and blue ribbon attached. Milano peeled $75 off his roll of bills and marched away with his purchases: a handful of vintage badges and an Australian slouch hat.

"There's a lot of competition on this field, and some people get twisted over something you got that they didn't," he said. "To be successful, you can't worry what someone else got."

In the pre dawn hours at Todd Farm, nobody "browses." This is aggressive, focused searching, done mostly by men -- shopping as a competitive, outdoor sport, almost like hunting.

But the flea market, for all its competitive fervor, is close-knit, especially among early birds, and devotees say they abide by basic etiquette. If a price is fair, several regulars said, they don't try to haggle it down to a steal. Fellow shoppers alert one another to good buys; as Milano made his rounds, an acquaintance pointed him toward a nearby dealer selling a World War II field bag for $15.

Dealers on the field include doctors and college professors who dabble in antiques as well as cash-strapped retirees who depend on their flea market sales to pay the bills. Fortin, 53, of Plaistow, N.H., said he has struggled to make ends meet in recent years. He fishes some of his best flea market merchandise out of trash bags in upscale neighborhoods, where he says he is constantly amazed at what people throw away.

Rich or poor, all are equal on the flea market field, where the prize of the morning could emerge from anyone's trunk.

"Everybody's just Joe here," said Starr Todd , who runs the flea market with his wife, Dottee .

Mustachioed and unpretentious, he likes to joke that the "T" in Todd Farm should be silent.

After years of feuding about the future of the property, Todd said, he and his brother have agreed on a plan to divide the farm between them, ensuring that the flea market will continue. The event will move to the other side of the property, where it will accommodate more than the current maximum of 240 sellers, he said.

More dealers could hardly produce a more eclectic spread of goods. Last Sunday, there were Partridge Family records and a giant red and black swastika banner draped over a van. There was an antique wooden sleigh, ready for hitching to a jingling pony, a stack of Confederate money (possibly counterfeit, acknowledged the buyer, who paid $10) and a seemingly endless supply of old farm tools, Matchbox cars, and casserole dishes.

Terry Bennett , a physician and browser from Rochester, N.H., once bought a sculpture of a spouting whale made of stainless steel surgical instruments.

A human skeleton in a bag -- recovered from a doctor's estate in Portsmouth, R.I., and missing its lower jaw -- was snatched up early Sunday for $175.

The dealer, who declined to give his name, was not without misgivings.

"Maybe it crossed the line," he said. "What would God think?"

Jenna Russell can be reached at jrussell@globe.com.  [image: image20]
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Airlines at La Guardia Fight Bush Administration Proposal to Auction Off Landing Rights

By MATTHEW L. WALD

WASHINGTON, Feb. 17  The Bush administration wants to auction off all

landing rights at La Guardia Airport, hoping to use the free market to

improve sharing of a scarce resource. But the airlines that land there say

the plan amounts to government expropriation of their property and will

lead to higher ticket prices.

The debate resembles a dispute over rent control, with the airlines

arguing that they should be allowed to continue to buy, sell or sub-let to

each other their landing rights, known as slots. They will probably fight

the plan in Congress.

But the federal government says that the slots are a public resource, and

that regulations should not give too much advantage to the airlines that

have had them for years. The Federal Aviation Administration asserts that

auctioning the slots will ensure that they are distributed in a way that

will be better for consumers.

The dispute has been developing since 2000, when Congress passed a law

intended to gradually lift decades-old limits on traffic at La Guardia and

other busy airports, by phasing out so-called slot rules.

But when the Transportation Department began approving new flights to La

Guardia in 2000, the airlines added 300 a day, on top of the existing

1,100, causing the average delay for all arriving flights to grow to 38

minutes from 16 minutes. And planes leaving La Guardia late arrived at

their destinations late, so the delays rippled through the national

system.

Its insane, the demand out there, said Pasquale DiFulco, a spokesman for

the Port Authority of New York and New Jersey, which operates the airport.

La Guardia handled 400,000 flights last year, compared with 378,000 for

Kennedy International, although La Guardia is 560 acres, compared with

5,000 acres at Kennedy. Kennedy has two sets of parallel runways;

LaGuardia has two runways, and they cross each other, so they cannot be

used simultaneously.

To fix the problem in 2000, the government stepped in with a series of

temporary limits on flights into La Guardia, which have changed slightly

but are still in force. But last week, the administration proposed

maintaining a cap on the total number of flights and auctioning the slots,

as part of a complicated bill on a new national financing mechanism for

air traffic control.

Marion Blakey, the F.A.A. administrator, said the purpose of the auction

was using the market to ensure were making the most of this very popular

resource in New York.

The language in the administrations bill is not specific, but Nancy D.

LoBue, the deputy assistant administrator for aviation policy, said that

the auction would be done in a way that gives new competitors a chance of

getting slots at La Guardia.

The bill calls for the Port Authority to run the auction. Mr. DiFulco said

his agency might also try writing provisions into the gate leases or

instituting congestion charges, requiring airlines to pay more at peak

periods. La Guardia, however, has very few off-peak periods; most of the

day it is near its limit, defined as 75 scheduled flights per hour, plus 6

nonairline flights. The airlines dislike the nonairline flights, and argue

with the precise overall limit.

And they dispute the authority of the F.A.A. to tinker with control of the

slots.

For example, last August the F.A.A. said it wanted a rule at La Guardia

that would prevent airlines from obtaining monopoly power over certain

routes.

But the airlines say that since their business was deregulated in 1978,

the F.A.A. should not be in that business. The F.A.A.s role should be

limited to safety and efficiency, the airlines say.

They also assert ownership rights. Delta, for example, says it paid Pan Am

for slots when Pan Am ceased operations, and then upgraded the Marine Air

Terminal at La Guardia to handle its planes.

But the airlines are not united in this view. The Air Carrier Association

of America, which represents small carriers, complained that at the

moment, small carriers have only 20 slots, while many legacy carriers have

that many slots in single markets. The group also complained that some big

carriers were hogging slots, by flying many small planes to major hubs,

when they should be making fewer trips with bigger planes, opening slots

to their competitors.

At the F.A.A., Nan Shellabarger, the director of aviation policy and

plans, said there was broad consensus that some controls were necessary,

and that Congress had tolerated the F.A.A. stepping in to reimpose landing

quotas in 2000, and thus was likely to approve some system now. She said

that the Secretary of Transportation had authority beyond the F.A.A.

administrator to regulate flights.

An auction, F.A.A. officials say, would not allocate landing rights on a

purely economic basis. Just as the current system does, it would probably

include provisions to encourage service to rural areas, since companies

flying small planes to those places might be less able to compete in

bidding against airlines flying bigger planes.

Sametta Barnett, the director of government affairs for Delta, said that

when that provision was first enforced, we werent thrilled with it. But

now, she said, Our bread-and-butter is small communities. Were glad to do

it.

The F.A.A.s proposal is a small section of a huge bill introduced by the

Bush administration to change the way travelers pay for air traffic

control. That proposal faces tough questioning in Congress, but some

action is likely, because the existing taxes expire on Sept. 30.
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In Spain, Inbreeding Threatens Academe

Getting hired to teach at universities depends less on what you know than on whom you know
By FRANCIS X. ROCCA
Madrid
With 25 years of teaching experience at Spain's top-ranked veterinary school, 58 articles in prestigious international journals, and numerous patents to her name, Victoria López Rodas would be a strong candidate for any academic job in her field. So when she took a national qualifying examination for a full professorship in animal science last spring, it was hardly surprising that several members of the panel at the public interview cited her merits as both teacher and scholar.

Yet according to a published account by two witnesses, both of them colleagues and friends of Ms. López, the same panelists tempered their praise with captious and nit-picking criticisms of her presentation, including what one examiner called the "unpardonable" error of a mislabeled slide.

When the panel released its decision, Ms. López was the seventh out of seven qualified candidates, ranked too low to win the position she sought — even though the "impact factor" of her published research, a critical measure of her standing as a scientist, was more than four times as high as that of the candidate who came in first.

While disappointed by the decision, Ms. López was prepared for it because her three previous attempts to gain qualification had ended in outright rejection. Though she says she does not know precisely why she was passed over, she pointedly observes that she had never invited any of the panelists — senior academics in her field — to share credit for her research, a common strategy with which junior faculty members in Spain curry favor with those who might eventually decide on their promotion. On one point, however, she is unequivocal: "My case is only a small example within the whole system."

Despite attempts to reform the faculty-hiring process in Spain, Ms. López's case illustrates the obstacles still faced by those who would make the country's tenure system fairer and more transparent.

Now the Parliament is preparing to pass a law that critics say will undo whatever progress has been made, further encouraging cronyism and nepotism in Spanish academe. The government and its supporters insist that the new measures will ensure quality while guaranteeing universities the institutional autonomy that academic freedom requires. At stake, the two sides agree, is the ability of Spain's higher-education system to meet international standards commensurate with the nation's role as the world's eighth-largest economic power.

Academic Immobility
The qualifying examination that Ms. López has taken four times was instituted in 2001 as a remedy for a widespread practice informally known as endogamia, or inbreeding — hiring from within the ranks of a university or research institute.

A study published last year by the government-financed Spanish National Research Council showed that from 1997 through 2001, 95 percent of the people who obtained professorships at Spanish universities — permanent civil-service jobs akin to tenure at American colleges — were already employed at those institutions, and that 64 percent had earned their doctorates on those same campuses.

The council's report did not offer international comparisons, but a study published in the journal Nature in 2001 showed that "only 5 percent of lectureships in Spain were given to individuals who had published their first paper while working in another institution," compared with 93 percent in the United States, 83 percent in Britain, and 50 percent in France.

While inbreeding reflects certain characteristics of Spanish society as a whole, including a typical attachment to family and place that discourages frequent moving, the nearly total absence of academic mobility stems from the particular nature of university governance as it has developed since the death of Francisco Franco, Spain's longtime ruler, in 1975.

In contrast with the hierarchical, centralized, ideologically guided control that the Franco regime imposed on higher education, the Spanish Constitution of 1978 guaranteed the autonomy of universities as a way to ensure academic freedom. A university-reform law passed by a new Socialist government in 1983 codified that autonomy in faculty hiring, among other areas, and established the universities as self-governing institutions that democratically elect their own rectors and other administrators.

This system gives administrators a strong interest in catering to internal constituencies, especially permanent faculty members, while largely insulating them from competition with other institutions. Financing for public universities (which account for 92 percent of the national system in terms of staff and enrollments) is pegged primarily to the numbers of students — who, for reasons of tradition and economics, rarely leave their home regions to attend college, and have therefore served as a virtually captive market.

"The Spanish university is extremely democratic on the inside, so people spend lots of time developing political coalitions, but it's absolutely irresponsible to the external world," says Luis Sanz-Menéndez, a sociologist at the research council, who was one of the authors of the hiring study. "There's practically no social control, so the university can do whatever it wants according to internal pressures."

Beginning in the late 1980s, the transfer of power and money from the national government to Spain's 17 regional governments enhanced the fragmentation of the national university system. Research grants from one of the "autonomous communities," as the regions are officially known, are typically available only to scholars from that region.

Culture of Connections
All this has contributed to a hospitable atmosphere for the traditional Spanish culture of enchufe, or connections, in which personal networks of friends and family are the primary vehicle for advancement. In university hiring, local favoritism is sometimes barely disguised, with job descriptions clearly tailored for residents of the region or even for specific candidates.

The anointed are sometimes relatives by blood or marriage of decision makers on the faculty, giving added meaning to the term "inbreeding." In other cases, they are linked by mentor-disciple relationships, political-party affiliation, or common financial interests, such as consulting projects for private industry.

For Ms. López, who remains an associate professor at the Complutense University of Madrid, the lack of mobility is not the essential indicator of corruption in academic hiring. "It doesn't depend on the place," she says. "It doesn't matter where you are but who you are, the power group to which you belong."

Reports of favored candidates' being selected over more-qualified competitors had become so common by the late 1990s that, more often than not, no one else bothered to apply. According to the research council's report, 65 percent of jobs granted from 1997 through 2001 at universities and at the council itself were assigned through competitions in which only one candidate participated.

The impact of such hiring patterns on the quality of research and teaching is hard to demonstrate. Mr. Sanz and his colleagues are working on a study of the scholarly production of Spanish academics and its relationship to career mobility. Others do not hesitate to draw a connection.

"Inbreeding is causing scientific and academic quality in Spain to decline at a gigantic pace," says Luis F. Rull, a professor of theoretical physics at the University of Seville. "Starting in the 1980s, we climbed the ladder and began to converge with other countries. But now we are descending because there is no competition within universities or among universities."

Representatives of the Spanish academic establishment downplay the significance of the research council's report.

Carlos Berzosa, an economist who serves as rector of the Complutense, the largest university in Spain, says that in all the decisions about permanent professorships in which he has taken part, "the quality of the people has been acceptable. I don't say phenomenal. I don't say that there might not have been better people who didn't apply, maybe for reasons of inbreeding. But apart from one case about which I have a bad conscience, I would say that all the associate professors and full professors we appointed met acceptable standards."

Faculty evaluations that emphasize the impact of a professor's scholarship are misleading in the Spanish context, Mr. Berzosa says, since the most urgent task for the first post-Franco generation of university professors, amid swelling enrollments in the 1980s and 90s, was teaching.

"Some professors ignore their students and hide in their offices because the only thing they care about is writing good articles," he says. "I know various professors on my faculty who do little research but are great teachers, highly esteemed by their students."

Critics of the status quo dismiss such explanations as excuses for mediocrity. "[Santiago] Ramón y Cajal said that he who does no research cannot teach," declares Ms. López, invoking the pioneering Spanish neuroscientist who won the Nobel Prize in Medicine or Physiology in 1906.

Feudal Arrangement
For some, inbreeding is just one aspect of a larger problem in a university system that rewards political skill and connections over academic merit. Miguel Camblor, who studies materials science at the research council in Madrid, participated in a recent conference on "Harassment and Corruption in the Spanish Public University." He likens his nation's higher-education system to preindustrial southern Spain, with academic potentates dominating their departments the way feudal lords once did their landed estates. Mr. Camblor says he left another research-council institute, in Valencia, after suffering systematic harassment because he had refused to share credit for his own research with a superior.

In 2001, responding to longtime complaints by a small but vocal minority within Spanish academe, the center-right government at the time sought to limit the autonomy of individual university departments in hiring decisions. After that, a randomly chosen national panel of professors in a given academic field would select and rank acceptable candidates for permanent positions vacant in that field, in a qualifying examination called a habilitación. Institutions are not obliged to accept the successful candidates but must hire from among that group or leave a position vacant until the next qualifying exam.

From the start, the new system has been unpopular with university administrators, as represented by the Conference of Spanish University Rectors, which has lobbied strongly for the examination's abolition.

Among the rectors' complaints is that the habilitación is costly and time-consuming for both candidates and universities, requiring full professors on the panels to set aside their teaching duties for weeks at a time. More important, they argue, the qualifying examination violates the autonomy that universities need in order to select the people best suited to their particular needs.

Mercedes Cabrera Calvo-Sotelo, Spain's minister of education and science, calls the habilitación a "perverse" form of competition that pits colleagues against each other unnecessarily and unfairly stigmatizes those who do not pass. By qualifying only a limited number of candidates at a time, she says, the exam creates the impression that those who do not pass are not qualified in their field. "It's like saying that there can be only five good biochemists in this country," she says. "But maybe there are 15. A numerical limit is an injustice from the point of view of academic merit."

Even critics of the old system acknowledge that the habilitación has not been a panacea. Universities often leave a job slot vacant, passing over strong candidates until a local prospect manages to get qualified, Mr. Sanz says. Moreover, professors need not work at the same institution to engage in collusion and horse-trading.

"The members of the panel decide beforehand whom they are going to qualify, on an arbitrary basis and without regard to merit," Ms. López says of the randomly selected examiners. Nevertheless she believes that the habilitación has made it more difficult to rig the hiring process in favor of in-house applicants, and that its requirements have served to filter out the weakest candidates.

A bill being debated in the Parliament, which the current Socialist government expects to become law in the spring, would abolish the qualifying exam. As an alternative, the law would provide for national committees of university professors who would accredit all qualified applicants, without a quantitative limit, based on analysis of their curriculum vitae. Universities would be free to use their discretion to fill vacant professorships with any accredited candidate.

Critics of the proposal say that, for all the limitations of the current system, such a law would be a step backward because, among other reasons, the accreditation committees would not meet publicly or interview applicants. Nor would anything prevent a hiring committee from choosing the least academically qualified candidate among those accredited.

Temptations to continue academic inbreeding will remain once the bill passes, Ms. Cabrera concedes. But universities cannot be forced to take a more competitive approach to hiring, she argues; they must be given incentives to adopt it voluntarily. These incentives, she suggests, could include extra funds and publicity for institutions that perform well in comparative national evaluations.

But Spanish rectors are, to say the least, leery of publishing comparative evaluations, let alone making them the basis of financial support. No one expects such ideas to develop beyond the hypothetical anytime soon.

Only a few scattered examples exist of voluntary and systematic resistance to inbreeding within the university system. They include the economics departments at Pompeu Fabra University, in Barcelona, and Carlos III University of Madrid, two public institutions that are less than 20 years old. Both departments recruit faculty members internationally as well as in Spain and avoid hiring their own recent graduates. Both are also among the top-ranked economics departments in Europe. Yet there are no signs that they are inspiring a trend at home.

Possible Solutions
One solution involves enriching the pool of potential professors. Since 2001 the Spanish government's Ramón y Cajal Program has underwritten 2,300 five-year postdoctoral research fellowships at Spanish universities. Selected by an independent, international committee of scholars in each field, fellows are eligible for permanent employment at the end of their grants.

Participation costs the universities nothing, yet some have declined. "They didn't want people with better CV's than their own; they didn't want the competition," says Mr. Rull, the Seville physicist.

When the first group of fellows reached the end of their contracts, last November, more than a third had not received permanent offers. Not only do the fellows often inspire a "bad conscience" in less productive colleagues, Mr. Rull explains, but departments also have a financial incentive to promote those already on the payroll rather than grant professorships to outsiders.

Still more-ambitious remedies are recent attempts to set up entirely independent systems of faculty hiring. The government of Catalonia, one of the wealthiest and most entrepreneurial Spanish regions, has established a foundation that finances permanent university positions for researchers who are chosen by independent committees. The autonomous community of Madrid is developing a network of research centers with their own staff members, to work in coordination with local universities and businesses.

The regional governments "want the most competitive centers of science and technology, but they know that the universities won't spend the money optimally, so they set up para-university institutions," says Antonio Rodríguez Artalejo, a professor of pharmacology at Madrid's Complutense. "This is a positive development, but it means giving up on changing the universities."

Critics of endogamia say Spain cannot afford to give up. They note that not a single Spanish institution ranks among top 100 world universities, and that only three rank even among the 100 best in Europe, in sharp contrast with more dynamic sectors of Spanish society.

"Universities are an anomaly in Spain," says Eduardo Costas Costas, a professor of genetics and animal science at the Complutense. "Business has changed, the military has changed. ... Our banks compete with the United States. And our scientists are talented. But the structures they work in are not competitive."
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Perhaps the makers of virtual worlds shouldn't be so persnickety about allowing players to exchange real money for virtual goods. 

In a report set to be released Wednesday, Sony Online Entertainment has concluded that so-called real-money trades can be good for both gamers and publishers if handled at controlled locations such as Sony's own Station Exchange, a 1-year-old experiment to make transactions of virtual goods for real money a direct part of EverQuest II rather than an illicit activity. 

The report could finally put hard data to the growing real-dollar market for virtual goods such as weapons, armor and currency in Ultima Online, World of Warcraft and City of Heroes. 

Most game makers ban the sale of their games' assets for real money. As a result, the so-called real-money trade of those goods has mostly been limited to third-party sites like eBay and Internet Gaming Entertainment.

Those sites don't share their data, making it difficult to put a hard figure on the size of this secondary market, which some believe could be as big as

$1 billion annually. 

"We've never had reliable data on this phenomenon at all," said Edward Castronova, a leading expert on the economies of online games and a professor of telecommunications at Indiana University. 

Sony Online Entertainment's study is the first big step toward ending the mystery. Equally important, Sony execs said the admittedly limited experiment showed that a game publisher's exchange can make real money at little expense to the company while reducing customer complaints. 

During the last year, Station Exchange ran on two of more than 30 EverQuest II servers, allowing players to conduct so-called game asset transactions for real money. Sony Online earned $274,083 from its listing fees and commissions on the 51,680 transactions conducted in the first year. While that's hardly a fortune, it cost Sony Online almost nothing to run the service. 

Also among the study's highlights was a finding that bringing real-money trading in-house reduced fraud, so the time Sony Online customer service representatives spent handling virtual-goods transaction disputes dropped from 40 percent to 10 percent of the total time spent on calls. 

Sony Online execs believe the experiment's results validate their exchange-friendly take on virtual property. 

"I'm a big believer that this whole virtual property thing is a big part of the future of online gaming," said John Smedley, Sony Online's president.

"So it's about time to shed some light on the facts, rather than the fiction." 

The report also indicated that behavior on the Station Exchange EQ II servers didn't differ materially from that on servers not running the service. That conclusion suggests that players will traffic in the market for virtual goods whether it is sanctioned or not. 

"While it is difficult to gather authoritative and accurate data" from third-party real-money trading sites, the report said, "a simple comparison of current prices for basic items shows that sales prices on Station Exchange and third-party auction services are about equal." 

To Castronova, the fact that the virtual-goods market appeared to be about the same on and off the Station Exchange servers was a surprise. "This is a little disappointing," said Castronova, who has traditionally opposed such trading because it goes against the rules of most games. "I was hoping that the other servers would have less (of the trading). But that didn't happen at all."

Nonetheless, some game designers believe the study encourages other companies to bring exchanges in-house. 

"It is always nice to have hard numbers," said Patricia Pizer, a longtime designer of online games. "I'm very happy, as a designer, to see a company making an effort to get rid of the third-party issue." 

While Station Exchange was never meant to be about providing players with a way to earn a living, the report did say that the top Station Exchange seller for the service's first year made a total of $37,435 on 351 transactions, while another seller also topped $37,000. 

Still, in the wake of reports that Second Life land baroness Anshe Chung had become perhaps the first virtual world millionaire, $37,000 doesn't seem like much. 

That point is amplified by author Julian Dibbell's personal story, which he wrote about in the book, Play Money: Or How I Quit My Day Job and Made Millions Trading Virtual Loot. Dibbell had become a major seller of Ultima Online goods and attempted to prove he could make more money selling those goods than he did as a professional journalist. While he made a substantial amount of money, his book suggested it was a constant and not hugely lucrative struggle. 

Castronova said the top Station Exchange sellers' income and Dibbell's experience showed that selling virtual goods doesn't necessarily look like the road to riches, particularly because many virtual goods sellers live in low-wage countries like China. 

"I think Julian's story and these data are a very helpful corrective to the hype around, 'You can go into Second Life and make billions of dollars,'"

Castronova said. "You're competing with very low-wage workers." 

Nonetheless, Dibbell is more optimistic. If you can do this "full time...you'll quickly ramp up to a pretty decent living," he said. "In the end, I was on my way to a $60,000 (annual) salary." 

The study reported that, for the most part, sellers were men in their 20s and buyers were men in their 30s. It also said two of the most active ZIP codes in the country were in small Pennsylvania towns, most likely because a few heavy sellers live there. 

But Dibbell wanted more information on who the buyers were and where they lived. 

"Another myth waiting to be broken down (about real-money trading) is that the people who buy this stuff are well-off dentists," Dibbell said. "My experience as a seller was I had a lot of working-class buyers." 

Still, he was glad to see some myths around real-money trading deflated. 

"The main one being that it's going to ruin the game if you institutionalize it," Dibbell said. "Well, obviously, that's not reflected in this report."
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The U.S. Education Department has drafted a package of proposed regulatory changes that, among other things, would bar colleges from recommending fewer than three lenders to students who are seeking federal loans.

The package, which was sent on Monday to members of a committee charged with crafting changes to the federal student-loan programs, will be taken up next week, when the panel convenes here for the second of three "negotiated rule-making" sessions scheduled for this winter.

In addition to requiring colleges to include at least three lenders on their "preferred lender" lists, the proposed changes would require colleges to disclose the "method and criteria" they used to pick the lenders, and to provide borrowers with information on interest rates and benefits offered by the preferred lenders.

It also would clarify what lenders can and cannot offer colleges and prospective borrowers to secure loan applications or loan volume. Among the "prohibited inducements": additional financial aid or prizes; payment of conference or training registration, transportation, and lodging costs; hospitality suites; tickets to shows or sporting events; and meals and alcoholic beverages.

The proposed changes reflect the department's growing concern that some colleges are violating federal law by forcing students to borrow from lenders with which the institutions have exclusive arrangements. At the committee's last session, Daniel Madzelan, chief of forecasting and policy analysis in the department's Office of Postsecondary Education, said his office had heard complaints from enough students that agency officials were convinced that those were not just "isolated cases."

But the department's proposed solution seemed to please no one, not even the most vocal critics of preferred-lender lists.

A Policy Reversal

The department's decision to regulate in the area of inducements comes as something of an about-face.

Over the past several years, Democratic lawmakers, student-loan watchdog groups, and even some loan-industry officials -- as well as the department's own inspector general's office -- have urged the agency to be more aggressive in ensuring that lenders observe the ban on illegal inducements.

Despite those pleas, department officials have repeatedly said they do not wish to regulate in that area, leaving it to financial-aid officers and the loan industry to police themselves.

Department officials now say they only recently came to realize how many colleges list only one or two preferred lenders.

But many lenders and financial-aid administrators say there is little evidence that colleges are using preferred-lender lists to limit student-borrowing options. They say decisions about which and how many lenders to include on the lists should be made on college campuses, not in Washington.

"This is a solution running around in search of a problem," Tom Joyce, a spokesman for Sallie Mae, said of the proposed changes.

Other lending-industry representatives said that the department should simply enforce existing regulations, rather than add more specificity to the rules. Under current regulations, lenders are barred from offering "points, premiums, payments, or other inducements" to secure loan applications, and colleges are prohibited from requiring their students to borrow from a specific bank or student-loan company.

"I don't see the need to regulate at this time," said Brett E. Lief, president of the National Council of Higher Education Loan Programs, which lobbies on behalf of guarantee agencies.

Meanwhile, critics of preferred-lender lists said the department's proposal did not go far enough.

Raza Khan, president of MyRichUncle, a relatively new student-loan company that has accused college administrators of taking "kickbacks" and "payola"

from lenders, called the suggested regulations "ambiguous" and incomplete.

He said the department should bar colleges from listing three lenders owned "partially or wholly" by the same company, and should require college officials to guarantee borrowers that they will receive the best rate on their loans.

Barmak Nassirian, associate executive director of the American Association of Collegiate Registrars and Admissions Officers, said the department's proposal should have directed colleges to disclose to borrowers "any and all" business they have with lenders on their preferred lists, regardless of whether those arrangements deal directly with student loans.

"Cold cash comes in many forms," he said.

Much of the language in the department's proposal appears similar to that in legislation introduced last month by Sen. Edward M. Kennedy, the Massachusetts Democrat who is chairman of the Senate Health, Education, Labor and Pensions Committee. That bill, dubbed the "Student Loan Sunshine Act," would go even further, requiring that preferred-lender lists include "unaffiliated lenders," and limiting lenders' ability to provide staff support to colleges during busy loan-processing periods.

'Economic Hardship' Provisions Omitted

Perhaps more surprising even than the department's decision to regulate in the area of inducements was its decision not to revise regulations designed to help borrowers who have taken on unmanageable levels of federal student-loan debt.

At the December meeting of the rule-making committee, department officials said they "agreed in principle" with a set of proposals offered by the Project on Student Debt, a watchdog group, that are aimed at easing repayment burdens for financially needy graduates. While the officials said they might not have the authority to make certain changes that the group proposed, they said that they would see if there were other changes they could make to achieve the same goals.

But when the department drafted the proposed regulations, it included language for only 15 of the 22 issues included on the committee's agenda.

Absent from the package were changes dealing with loan forgiveness for victims of identify theft who have had loans taken out fraudulently under their names, and changes dealing with debt repayment.

In a letter included with the proposed rules, Mr. Madzelan, of the Education Department, told negotiators that the identify-theft issue needed "additional attention." On the other six omitted items, he said, the department chose not to regulate because of "program-cost considerations, the existence of other remedies available to address problems, the lack of a statutory basis for a regulatory change, or a possible counterproductive regulatory result."

Mr. Madzelan did not specify which reason accounted for the department's decision to drop the economic-hardship issue, saying only that negotiators could "discuss the department's concerns" at next week's meeting.

Robert M. Shireman, a former senior education-policy adviser in the Clinton administration who is the Project on Student Debt's executive director, said he was "surprised and disappointed" that his group's proposals were excluded from the proposed rules.

"It seemed like great progress was being made," he said.

But he expressed confidence that the group's recommendations would eventually be enacted into law. Most of the proposals were included in a bill (S 359) introduced recently by Senator Kennedy to halve the interest rate on student loans.

