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Abstract

Despite Al’s increased efficiency and accuracy in many contexts, algorithm aversion is
a well-documented phenomenon. We show a reversal of this phenomenon in the
prevalent context of marketplace discrimination. Specifically, we document people’s
increased propensity to rely on Al-based recommendations over human-based
recommendations in the face of marketplace discrimination. Such an increased
preference happens because it serves as a coping strategy for consumers faced with
marketplace discrimination. A series of four studies provide support for this enhanced
reliance on Al (vs. human) recommendations when consumers face marketplace
discrimination. The detailed mechanism through perceived embarrassment is also
documented in our studies. Using a moderated-mediation model, we further show a
boundary condition of the effect by demonstrating that the focal effect remains valid
(diminishes) under public (private) consumption. Important managerial implications
are offered by our findings.
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