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The Pattern of Information Age
Development

Technology creates opportunities.
Economics dictates which opportunities we develop.
Policy labels some new opportunities undesirable.

Law Increases the costs of undesirable
opportunities.

The Economic calculus changes accordingly.
Technology responds to the economic changes.
The process then repeats itself. . . again and again.




Some Key Questions

What does it mean for the world to move from an
industrial age to an information age?

What defines the Gnformation age?O

How does the informationOage differ from other
@ges?0




An Answer

Those of us who live in the information age have the
ability to collect and to manipulate large quantities of
Information at very low cost.

That change will transform our lives and the world.
The economy will lead the transition; all else will follow.

The means of communication will determine the structure
of society.




Three Stories of the Early
Information Economy

The rise of the commercial Internet, a.k.a.
the dotcom bubble;

The entertainment wars, a.k.a. Napster;

The globalization of the workforce, a.k.a.
offshoring.




Prehistory of the Commercial
Internet

U.S. Government investments since 1960s.

Regulatory requirement for AT&T to shift
from circuit switching to packet switching.

Physical infrastructure in place by 1990.

U.S. withdraws federal support; ARPANet
becomes Internet.




Dawn of the Commercial Internet

Critical infrastructure needs were still
unmet:

The Internet contained a lot of information, but
there was no way to find it.

Solution #1: Tim Berners-Lee's indexing
scheme: The World Wide Web.

Solution #2: University of lllinois’ graphical
browser: Mosaic




[.aunch of the Commercial Internet

1995: Amazon.com starts as first company
to explore the Internet’s potential for retail.

1996-1999: Internet commerce explodes.

December 1999: Time Magazine names
Amazon’s Jeff Bezos “Man of the Year.”

And then. . .




The Crash the Commercial Internet

2000: Bills start to come due;
Unpaid bills mount;

Massive numbers of business failures;
Collapse of equity market.

So What Happened????




[.essons of the Commercial
Internet: Network Growth

Network Goods: value to me increases
when you buy one (e.g., telephones).

At the “tipping point,” the value of goods in
the largest network dwarfs that of goods in
all competing networks.

Control of a network can be lucrative.




[ .essons of the Commercial
Internet: The Microsott Trial

Who controls such a network?
Answer: Microsofft.

The Microsoft trial taught investors about

network growth just as they discovered the
Internet.




[ .essons of the Commercial
Internet: Lock In

There is more to networks than just growth.

Exploitation of even a monopoly network
also requires lock-in.

Microsoft had it, most dotcoms didn’t

End result: Most of the “THE NEXT
MICROSOFTs” weren't.




The Entertainment Wars: First
Salvo

1980s: Record Companies push us to
replace vinyl LPs with CDs.

We all build huge digital music libraries.

Internet reduces cost of copying and
distributing digital files.

Napster eliminates the middleman from
music distribution.




The Entertainment Wars:
Underlying Issues

Policy conundrum #1: Copyright law gives
copyright owners the exclusive right to
control distribution. Technology and
economics have rendered that right

unenforceable.




The Entertainment Wars:
Underlying Issues (cont.)

Policy Conundrum #2: Copyright law
motivates investment in large-scale copying
and distribution. Technology and
economics say that copying and distribution
are no longer capital intensive tasks.




Low-Intensity Struggles of the
Entertainment Wars:

Those policy challenges frame the
entertainment wars.

Everyone concedes that we need copyright
reform.

Should we realign rights with policy
objectives or increase penalties to improve
enforcement?




The Globalization of the
Workforce: Economic Theory

Comparative advantage leads to prosperity.
Traditionally, comparative advantage
applied primarily to goods.

Comparative advantage now applies to
white-collar jobs.




The Globalization of the
Workforce: Political Reality

Disgruntled workers are trying to use trade,
immigration, and tax laws to prevent
offshoring.

Smarter countries are developing effective
adjustment assistance programs.




The Globalization of the
Workforce: Framing the Challenge

Note similarity between offshoring and
entertainment:

Do we allow technology and economics to
create new opportunities, or do we use law
and regulation to lock in the comfortable?




Key Lessons for Greek & Other
Governments

Development of “human capital”
infrastructure is critical.

Lifelong education and labor mobility are
the bases of a health human capital
infrastructure for the information age.




Key Lessons for the Business
Community

Follow the technology;

Leverage existing strengths.

Get used to the mobillity of capital.




Key Lessons for Everyone

Every industry has an informational component.
That means that the sudden ability to collect and
to manipulate information inexpensively will affect
every industry. And when the availability and the
economics of information change, those changes
will ripple throughout society.

So Watch Outl!!!!




Key Lessons for the Greek
Business Community

Look to areas of existing strength:
+ Tourism;

+ Maritime;

+ Agriculture;

+ Geographic ties.

Leverage from there.




Key Lessons for the Greek
Business Community

|dentify the information component.

Follow through from new information
economics to societal effects.

That's where the opportunities lie.




The Bottom Line

Greece’s best prospects for emerging as a
player in the information economy lie in
leveraging its existing strengths through a

well-educated, mobile workforce. The
challenges are tough, but the winners will
be those who move forward, rather than
those who protect the past.
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| will post copies of these slides and my comments at:

www.theinformationist.com

For more details on many of these issues, please see:

Digital Phoenix: Why the Information Economy Collapsed
and How it will Rise Again (MIT Press, 2005).

bdabramson@gmail.com




