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Imagination Markets
What Are Imagination Markets?

Virtual stock market games where the securities are ideas proposed by 
the participants

> Ideas from Everywhere – supporting potentially thousands of contributors,

> Ranked Results – trading results in the automatic ranking of the ideas from best to worst,

> Real-Time - Responsive to new information such as the release of a new product 
line by a competitor, 

> Responsive - Real-time feedback on ideas as they are generated, 

> Transparent – High visibility of the ideas and the process to all contributors, and

> Consensus building - where all participants have a voice in the ranking process.
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Imagination Markets Executed
Imagination Markets ExecutedGRC CDS Technology Market 2005 – First pilot 

of Imagination Market technology.  
Participants:
85 members of the Computing and Decisioning 

Sciences Laboratory
Duration:
3 Weeks
Ideas generated:
63 new technology 

ideas generated and ranked by market.  Top 
ranked idea funded for $50K to explore idea.

Incentives:
IPODs & Amazon Gift Certificates for best portfolios
Benefits:
63 ideas formalized and ranked by profitability and 

viability.
65% participation due to fun-factor.

Subsequent Pilots
5 subsequent pilots across 5 GE businesses; some 
markets spanning multiple businesses
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Imagination Market Process

The business poses a question.

1

Participants can then suggest answers.  
Those answers then are added to the 

market as securities (if approved).

2

Market participants buy and sell shares of 
ideas based on how well they believe the 

idea will contribute to the 
business objectives. 

3 4

The ideas with the highest VWAP over the 
last five days of trading are declared the 

winners.
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Prototype Market: Participation
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Markets have resulted in 60-150 proposed ideas, but
only about 50 ideas are usually let onto the market.
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2006 Market: New vs. Established Ideas

Market participants seem to favor new ideas over 
old ideas, but winning ideas have been of both types.
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2006 Market: Idea Clustering

Idea springboarding gives the market the benefits
of a large brainstorming session
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Incentives
Incentive types:

> Best idea: 
– Funding to allow submitter the opportunity to flesh out (Prototype market only)
– Small Prizes & Bragging Rights
– May incentivize manipulation

> Best portfolio:
– Small Prizes & Bragging Rights
– Incentivizes “market makers,” which add liquidity to the market
– Incentivizes speculation, which may cause individuals to abandon their opinion
– May incentivize manipulation

> Participation Lottery:
– Lottery Prizes based on # of shares traded
– Motivates participation without biasing trading behavior.

Prizes desirable to encourage participation.
Lottery prizes best able to motivate the “right” behavior.
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Validation
•Independent ranking by leadership team
> Different ranking of the winning idea
> Overall, not a significant difference between market and leadership ranking
> Causes:

– Wishful thinking
– Differing private information
– All at once vs. random-selection/appearance of market

> Number of Ideas: 10=Greater, 1=Less
> Quality of ideas: 4=Better, 5=Equal, 1=Less

•Business “gut” test

Validation is significant challenge
with preference markets.
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Participant Survey

How Often Did You Trade (N=53)
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9%

Most Days
15%

Once or Twice a 
Week
32%

Once or Twice
23%

Never
21%

If You Did Not Trade Most Days, Why Not? (N=40)
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82%

0%
9%

18%
0%

9%
0%

0%
10%
20%
30%
40%
50%
60%
70%
80%
90%

100%

Not Enough
Time

There were
too many
securities

to read

I didn't think
it would

work

I was
unavailable
(vacation,
traveling)

I couldn't
understand
how to use

the
software

The prizes
weren't

adequate

Other

Internal promotion used to encourage participation. 
Typical participation rate is around 15-20%
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Participant Survey (cont.)

0% 20% 40% 60% 80% 100%

Was Easier (N=38)

Was More Fun (N=38)

Made More Efficient Use Of My Time (N=37)

Resulted In Better Ideas (N=38)

Resulted In More Ideas (N=38)

Correctly Identif ied the Best Idea (N=36)

Was More Fair In Giving Visibility To All Ideas (N=37)

Gave My Idea More Visibility In The Group (N=36)

Gave Me Greater Visibility Into Other's Ideas And Opinions (N=38)

Market vs. Other Idea Generation Methods
Agree Disagree

Participants had more fun and appreciated the visibility.
“Not easier” ratings were largely due to short selling, 

which was resolved in later versions.
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Summary
•Fun and novel means to engage employees in innovation
•Allows everyone to be part of the decision making process
•Several design aspects of markets require further research:

> Effective thin markets
> IPO process to pre-filter ideas for markets
> Validation of preference markets
> Engagement strategies
> Simplified markets 
> Incentives
> Cashing out securities during the course of a market
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Appendix
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2005 Prototype Market Design
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2005 Prototype Market Design (cont.)
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