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Th e  B u s in e s s  o f  In fo rm a tio n  a n d
In fo rm a tio n  in  B u s in e s s

• No t re a lly  “ in fo rm a tio n  e c o n o m ic s ,”  b u t h ow 
in fo rm a tio n  c o n te n t a n d  s e rvic e s  a re  b o u g h t 
a n d  s o ld , a s  we ll a s  h ow b u s in e s s e s  h a ve  
b e e n  “ in fo rm a te d ” —a n d  h ow (o r n o t!) th e y  
p a y fo r d o in g  th a t.

• Two  fo c i h e re : m ic ro -le ve l o f  th e  in d ivid u a l 
e n te rp ris e , m a c ro -le ve l o n  g lo b a liz a tio n , 
o u ts o u rc in g , e tc .
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B u t  f ir s t , a  d is t in c t io n …

Two  typ e s  o f  in fo rm a tion  p ro d u c t, o r 
c o m m o d ity:

In form a tion  th a t “ is ” : c on te n t, s u c h  a s  te xt, m u s ic , 
m ovie s , e tc .

In fo rm a tion  th a t “ d oe s ” : u s u a lly  s o ftwa re , s o m e tim e s  
n e c e s s a rily  tie d  to  kn owle d g e , s k ill, a n d  s e rvic e s  fo r 
d e p loym e n t

B o th  fo llow th e  s a m e  g e n e ra l e c o n o m ic  
c h a ra c te ris tic s , a n d  b o th  re q u ire  s p e c ific  
te c h n o lo g ic a l in fra s tru c tu re s
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How is  in fo rm a tio n  a s  a  c o m m o d i t y  
d iffe re n t fro m  o th e r g o o d s , a n d  wh a t 
d o e s  th a t m e a n  fo r b u s in e s s  m o d e ls ?

S u p p ly  s id e : m in im a l m a rg in a l c o s ts
Co s t o f  p ro d u c tio n  fo r a ny c o p y a fte r #1  is  n e xt to  z e ro

S e ve re  is s u e s  o f  c ove rin g  c o s ts  a n d  with  p ric in g  s tra te g ie s

On c e  d e p loye d , m o d ific a tion s  a re  o fte n  in e xp e n s ive , 
e n a b lin g  a d a p ta tion  to  s m a ll m a rke ts  o r n ic h e s

De m a n d  s id e : n o n -riva l d e m a n d  s a tis fa c tio n
Us e  b y o n e  p a r ty  d o e s  n o t p re c lu d e  u s e  b y  a n o th e r

Ofte n , a fte r a d o p tion , u s e rs  a re  “ loc ke d -in ,”  a s  th e  c o s t o f  
c h a n g e  o fte n  re q u ire s  n e w in fra s tru c tu re

S h a rin g  a n  in fo  c o m m o d ity  c o s ts  th e  d o n or n e xt to  n o th in g

© Robert L. Frost, 2009



5Robert L. Frost, School of Information
SI/SOC110: “Introduction to Information”

Slide #

As  in fo  g o o d s  a re  o fte n  e xp e n s ive  in itia lly  to  p ro d u c e , th e re  
a re  u s u a lly  p ro b le m s  c ove rin g  c o s ts  &  m a k in g  a  p ro fit.

Va riou s  Ap p roa c h e s :

Ad ve r tis in g -s u p p o r te d , a s  with  TV
Ve rific a tion  b y  c o u n tin g  c lic ks , a s  with  Goo g le —a n d  n o te  
h ow Go o g le  s u c c e s s fu lly  “ n a rrow-c a s ts ” : A Google revolution 
with AdWords and “local search”?

P rob le m s  in  a c c u ra te  c o u n tin g

Cros s -m a rke tin g  c a n  b e  e a s y: e a c h  p a ys  th e  o th e r fo r tra ffic  
d ire c te d  to  th e m

“ In c re m e n ta lis m ”  a llows  a d -h o c  a d ju s tm e n ts  in  p ric e

Va lu e -a d d e d , c o m m is s io n  m o d e ls : tra ve l s ite s

Ofte n  u s e d  in  c ro s s -m a rke tin g  a rra n g e m e n ts

© Robert L. Frost, 2009



6Robert L. Frost, School of Information
SI/SOC110: “Introduction to Information”

Slide #

M o re  P ric in g  S tra te g ie s

S u b s c rip tio n  m od e ls : P ro Qu e s t, Ne xu s /Le xis , e tc .

P ro b le m s  o f  le a ka g e  a n d  p ira c y

Diffic u lt to  d e te rm in e  a  c o rre c t p ric e : wh o  p a ys  fo r th e  
in itia l d e ve lop m e n t c o s ts ?

Th is  wa s  wid e ly  trie d  (a n d  fa ile d ) a fte r 2 0 0 1

P a y-p e r-u s e  fo r in fo rm a tio n  c o n te n t o r s e rvic e s

Fo r s o ftwa re , m a yb e ?  S u g g e s tio n  th a t it  b e  d o n e  fo r film s

P ro b le m s  in  m o n ito rin g  a n d  with  ove rh e a d  exp e n s e s  o n  
m ic rop a ym e n ts

© Robert L. Frost, 2009
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Dile m m a s  a n d  Wh a t Do e s n ’t Alwa ys  
Wo rk  in  E -Co m m e rc e

S e llin g  a tte n tio n  vs . s e llin g  g o o d s
P rob le m s  in  d e ve lop in g  “ m in d  s h a re ” —o fte n  c o s ts  a s  m u c h  a s  
th e  p ro d u c t!

E -c o m m e rc e —u s in g  th e  Ne t to  s e ll o ld -s ty le  g o o d s — is  
s till c o m m e rc e

Th is  is  “ in fo rm a tin g :”  u s in g  IT to  tra n s fo rm  b u s in e s s  p roc e s s e s

M a n u fa c tu rin g  s h ift in  s u p p ly  c h a in  m a n a g e m e n t: J IT
Re ta il &  “ 8 0 0 -n u m b e r”  re vo lu tio n  in  fu lfillm e n t

Ge n u in e  in n ova tio n : b ro ke rin g  a n d  a u c tio n  n e two rks
e B a y a s  ic o n ic , b u t p ro b le m s  o f  tru s t &  d e s c rip tion

[ invis ib le  in fo  m a rke ts —a g g re g a to rs  a n d  re s e lle rs : 
Ch o ic e Po in t, m a rke t re s e a rc h , a n d  d a ta -m in in g  wo rk ]

© Robert L. Frost, 2009
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Th e  Ap p ro a c h  We  All Dis :
“ Inve rs e  [d e m a n d ]  E la s tic ity”  

P ric in g

P ric e  a c c o rd in g  to  c o n s u m e r n e e d , n o t d e m a n d  o r 
c o s ts

No t u n iq u e  to  th e  in fo  b u s in e s s  (n o te  p h a rm a c e u tic a ls )

E a s ily  d o n e  in  n a tu ra l-m o n o p o ly, in fra s tru c tu ra l s e ttin g s , s u c h  
a s  b ro a d b a n d  s e rvic e , s o ftwa re  with  la rg e  “ loc k-in ,”  s u c h  a s  
Win d ows

Ofte n  a  s ig n  th a t re g u la tion  o r a n ti-tru s t a c tion  is  n e e d e d

Als o  a  p ro b le m  in  a re a s  wh e re  b u ye rs  a re  n o t th e  o rig in  o f  
d e m a n d : c o lle g e  textb o o ks

© Robert L. Frost, 2009
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Ch a lle n g e s  in  All P ric in g  S tra te g ie s

Th e  c h o ic e : h ig h -vo lu m e /low-m a rku p  vs . low-
vo lu m e /h ig h -m a rku p ; b o u tiq u e s   vs . Wa l-M a r t

“ Fron t-lo a d ”  c o s t-re c ove ry o r ta ke  a  ris k—a  tra g ic  
p ro b le m  with  h ig h -c o s t in fra s tru c tu re  o r g oo d s

Fa s te r, m ore  a c c u ra te  fe e d b a c k  lo op s  d o  n ow a llow fo r 
b e tte r m a rke t-s lic in g  &  n ic h e s

[Th e  d e a th  o f  “ S e a rs ”  a n d  th e  n e w b im od a l m a rke t]

Ris k-a ve rs io n  c a n  d e s troy a n  in d u s try : s a te llite  p h o n e s

La rg e r is s u e  o f  h ow d e m a n d  g e ts  s ig n a le d  b a c k  
to  s u p p ly  s id e

Th e  o ld  “ la u n c h  a n d  h o p e ”  vs . m a rke t re s e a rc h  a n d  p ric e  
a d ju s tm e n ts

Diffe re n t im p lic a tio n s  in  in fo  c o n te n t vs . s e rvic e s  
&  s o ftwa re

© Robert L. Frost, 2009
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How d o  c o n s u m e rs  re ve a l p re fe re n c e s ?
M a rke ts  a re  p o o r in fo rm a tion -g e n e ra tin g  s ys te m s

Co n s u m e r p re fe re n c e s  c a n  o n ly  b e  s ig n a le d  th rou g h  th e  
m a rke t

S h o r tc o m in g s  o f  u s u a l m a rke tin g  m o d e ls : tim e  la g s  
a n d  in c o m e  d iffe re n c e s

M a rke t re s e a rc h  o fte n  p o s e s  p ro b le m s
F ixa tion  o n  th e  “ id e a l d e m o g ra p h ic ”  p re c lu d e s  c o n s id e rin g  
o th e r m a rke ts  (c f : C lu e t r a in )

As s u m p tio n s  a b ou t “ P a re to  d is trib u tion ”  (th e  8 0 /2 0  ru le ) 
o fte n  p re c lu d e s  m a rke tin g  to  th e  “ ta ils ,”  wh e re  a m a z on .c o m  
a n d  Ne tflix p ro fit (s e e  C. An d e rs o n , Th e  L o n g  Ta il, 2 0 0 6 )

S e lle rs  a n d  d a ta b a s e  firm s : inva s io n s  o f  p riva c y

M o re  P ric in g  S tra te g y Ch a lle n g e s

© Robert L. Frost, 2009Robert L. Frost, School of Information
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S u p p ly-S id e  Dile m m a s : Th e  Pe rils  
o f  Fa llin g  M a rg in a l Co s ts

M a rg in a l c o s ts  ve rs u s  a ve ra g e  c o s ts : h ig h  fro n t-
e n d  c o s ts  &  “ lu m p in e s s ”

M a s s -p rod u c tion  p a ra lle ls

S h o u ld  “ e a rly-a d o p te rs ”  g e t p e n a liz e d ?

P u b lic  g o o d s  a n d  th e  “ fre e -rid e r”  p rob le m : p a y in g  
fo r in fo rm a tio n  in fra s tru c tu re s

Wh e n  a re  ta xp a ye r s u b s id ie s  o r c ro s s -s u b s id ie s  
d e s ira b le ?  (re c a ll o u t d is c u s s ion  o f  wire d  p h o n e s  &  
e le c tric ity)

Ge ttin g  b e yo n d  m o ra lis m s : m a yb e  th e  ric h  s h o u ld  p a y

P ro b le m s  in  d e c lin in g -re ve n u e  p ro d u c ts
S a tu ra te d  m a rke ts : s e ll o n c e  &  th e n …?

Fe a tu rit is  &  fo rc e d  u p g ra d e s

© Robert L. Frost, 2009Robert L. Frost, School of Information
SI/SOC110: “Introduction to Information”
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Wa ys  to  M itig a te  Ris ks  in  IT 
P ro d u c ts

M ic ro s o ft’s  a p p ro a c h

Co n tro l “ c h oke -p o in ts ”  (th e  OS ), o r .NE T, DRM /“ tru s te d  
c o m p u tin g ”

M a s s ive  d iffu s ion  (b y wh a te ve r m e a n s !) m e a n s  im p lic it 
s ta n d a rd s , fo rc in g  p u rc h a s e s  &  loc k-in  a m o n g  c o m m u n ity  
m e m b e rs , le ve ra g in g  n e two rk  e ffe c ts

B o u tiq u e  p ric in g , e s p e c ia lly  in  s o ftwa re

From  Ad o b e  to  Au to CAD a n d  CATIA

Do e s n ’t p re c lu d e  m o m e n tu m  fro m  m a s s ive  d iffu s io n

Co n tin u in g -re ve n u e  m o d e s : re n tin g  s o ftwa re (? )

© Robert L. Frost, 2009Robert L. Frost, School of Information
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Lo c a tin g  Va lu e  a n d  Re wa rd in g  It:
An  Alte rn a tive  Ap p ro a c h

B a s ic  a p p ro a c h  (wh ic h  p re s e rve s  b a s ic  lo g ic  o f  
c a p ita lis m ): re wa rd  a c c o rd in g  to  c o n trib u tio n s

Wh e re  d o e s  va lu e  g e t a d d e d ?

Co n te n t c re a to rs

Dis trib u tors  &  o th e r in te rm e d ia rie s

“ c h o ke -p o in t”  o c c u p a n ts

Co n s u m e rs  (m in d -s h a re  is  c ru c ia l)

(Ob vio u s  p rob le m  in  te rm s  o f  a d m in is te rin g  th is …)

© Robert L. Frost, 2009Robert L. Frost, School of Information
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Old  a n d  Ne w S o ftwa re  M o d e ls :
P ro p rie ta ry vs . Op e n -S o u rc e

Ap p le , M ic ro s o ft a n d  p ro p rie ta ry  s ys te m s /s o ftwa re
Ap p le : g litz y  s o ftwa re  to  s e ll h a rd wa re

M ic ro s o ft: ju s t s e ll s o ftwa re

B o th  le ve ra g e  loc k-in

Op e n -s o u rc e : s p re a d in g  ris k  a n d  m in im iz in g  e xp o s u re
Th e  n e w IB M : h ow c a n /d o e s  it  work?

S e c u rity  is s u e s  a n d  a d o p tion  b y  fo re ig n  g ove rn m e n ts

P rob le m s : s c a la b ility  o f  th e  d e ve lo p m e n t m od e l, te c h  
s u p p o rt, d iffu s io n , a n d  u s e r s k ill b a s e

Is  it s u s ta in a b le  o n c e  th e  b u z z  we a rs  o ff ?

A n e w m o d e l: Op e n -s o u rc e  c o n te n t!

© Robert L. Frost, 2009Robert L. Frost, School of Information
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Ye s , b e c a u s e  fo r b o th  c o n te n t a n d  s o ftwa re …
It  h e lp s  c re a te  s oc ia l c a p ita l b y  g e n e ra tin g  n e w vo lu n ta ry  
c o m m u n itie s  b a s e d  o n  in te re s t
He lp s  to  d e ve lo p  in d e p e n d e n t s k ill a n d  kn owle d g e  
c om m u n itie s
It is  fa r c h e a p e r u p -fron t, p rob a b ly  c h e a p e r ove r tim e  a s  we ll
Cre a tive  Co m m on s  a n d  th e  P u b lic  Lib ra ry  o f  S c ie n c e  a re  n ow 
c o m m on ly re c o g n iz e d  p a r ts  o f  th e  a c a d e m ic  c o m m u n ity—
e ve n  b lo g s  a re  “ o p e n -s o u rc e ”

M a yb e  n o t, b e c a u s e …
M ic ro s o ft h a s  m a s s ive  m om e n tu m , in s ta lle d  b a s e , a n d  loc k-in
M a ny firm s  &  u n ive rs itie s  re g a rd  o p e n -s ou rc e  a s  to o  ra d ic a l 
a n d  a  b it f la ky

M a yb e  it d e p e n d s  o n  wh a t h a p p e n s  in  B a n g a lo re …

Is  Op e n -S o u rc e  th e  F u tu re ?

© Robert L. Frost, 2009Robert L. Frost, School of Information
SI/SOC110: “Introduction to Information”
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P a r t II: In fo  in  B u s in e s s  &  in  th e  
Wo rld

• B u t firs t, a  fe w re m a rks  o n  “ th e  n e w 
e c o n o m y” …

© Robert L. Frost, 2009Robert L. Frost, School of Information
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How “ Ne w”  is  It?

Th e re ’ve  b e e n  m a ny p re vio u s  e c o n o m ic  “ re vo lu tio n s ”
Co m m e rc ia l Re vo lu tio n , 1 4 9 2 -1 7 8 0 s

Ra th e r m o re  p lu n d e r th a n  c o m m e rc e

S la ve s , ru m , s u g a r a n d  th e  tria n g u la r tra d e

In d u s tria l Re vo lu tio n , 1 7 8 0 s -1 8 5 0 s
Role  o f  g lo b a lis m , wo rld  m a rke ts

S la ve ry  a s  e a rly  US  c e n te rp ie c e

S e c on d  In d u s tria l Re vo lu tio n , 1 8 7 0 s -1 9 1 4
Kn owle d g e -b a s e d  in d u s try

P rod u c tivity  re vo lu tio n

© Robert L. Frost, 2009Robert L. Frost, School of Information
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M o re  “ E ffic ie n t”  Us e  o f  Re s o u rc e s  
Is n ’t Ne w, E ith e r

a  s la ve  s h ip , 1 7 8 8 ;
c o n s id e r a s  we ll th e  

re s o u rc e -u s e  m o d e ls  a t 
Au s c h witz …

© Robert L. Frost, 2009Robert L. Frost, School of Information
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“ M a s s ify ing”  P roduct ion &  Cons umpt ion

M e c h a n ic a l e n g in e e rs  tra n s fo rm  p ro d u c tio n , 
a d ve r tis in g  tra n s fo rm s  m a rke ts , 1 8 9 0 -1 9 8 0

S ta n d a rd  p ro d u c ts , S e a rs , a n d  o n e  s iz e  fits  a ll; Ivo ry  s o a p

Th e  m a s s ive  m id d le  c la s s , ris e  o f  th e  P M C

Ae s th e tic s  o f  g e n e ric  g o o d s ; “ on e  s iz e  fits  a ll”

Hig h  fro n t-e n d  c o s ts  m itig a te d  b y  la rg e  m a rke ts

Ve ry  in fle xib le  p ro d u c tio n  s ys te m : c h a n g e ove rs  e xp e n s ive

“ On e -to -m a ny”  m o d e ls , fro m  Fo rd  to  NB C to  NFL

Cu s to m e rs  a d a p t to  m a rke ts , n o t vic e -ve rs a  (c f. C lu e t r a in )

S o c ia lis m  a n d  a lte rn a tive  m o d e ls
S im ila r b e lie fs  in  m a s s ific a tion , d iffe re n t m e a n s  to  th a t e n d

© Robert L. Frost, 2009Robert L. Frost, School of Information
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Th e  Cris is  B e g in s , c a . 1 9 7 5

“ M a tu re ”  in d u s trie s  b e c a m e  s e n e s c e n t (a u to , 
s te e l, a p p lia n c e s , tru c k in g )

In d u s tria l e ff lu e n ts  b e g a n  to  e n g u lf  u s

P ro fits  f la tte n e d , Wa ll S tre e t wa n te d  m o re, fo rc in g  
firm s  to  s q u e e z e  la b o r a n d  s u p p lie rs

“ Ru n a wa y”  p la n ts , u n io n -b u s tin g

Ab a n d o n e d  c itie s  (a n d  th e  c o s t o f  re b u ild in g  
in fra s tru c tu re )

E n tire  c itie s  a n d  in d u s trie s  “ lo c ke d -in ”  to  o ld  wa ys  c o u ld  
n o t s h ift p ra c tic e s

In  s h o r t, p ro d u c tivity  s ta g n a te d  in  p a r t b e c a u s e  a ll 
p o s s ib le  g a in s  u n d e r th a t m o d e l we re  a c h ie ve d

© Robert L. Frost, 2009Robert L. Frost, School of Information
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E ve ry In d u s try  &  P ro d u c t Ha s  a  “ Life c yc le ”

[ th in k  h a rd  o n  th is ]

© Robert L. Frost, 2009Robert L. Frost, School of Information
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S o, Wha t ’s  “ I n forma t ing”  A bout?

F irs t a n d  fo re m o s t, fin e r-g ra in e d  kn owle d g e  a n d  
c o n tro l ove r p ro d u c tio n  a n d  m a rke ts

Ch a n g e s  in  d e g re e

Th e  c o m m od ific a tio n  o f  e ve ryth in g : la b or, c a p ita l, g oo d s

Fa s te r, m ore  p re c is e  d e s ig n , p ro d u c e , s e ll c yc le s

S u p p ly-c h a in  m a n a g e m e n t a n d  J IT

In te g ra tio n  o f  b u s in e s s  p ro c e s s e s  u s in g  IT: E RP, CRM , e tc .—CATIA (a n d  
wh y tw o  c a r ke ys ? )

Va s t in c re a s e  in  th e  m o b ility  o f  two  fa c to rs  o f  p ro d u c tio n , 
c a p ita l a n d  kn owle d g e, wh ile  la b or re m a in s  im m o b ile
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Ch a n g e s  in  “ Kin d :”  Tra n s fo rm a tio n s
S m a r t a n d  f le xib le  m a n u fa c tu rin g , c u s to m iz e d  

“ m a s s ”  p ro d u c tio n : Fle xtro n ic s

Ne w s ta n d a rd iz e d  vo c a b u la rie s  (th a n ks  in  p a r t to  
IS O 9 0 0 0 ) a llow in fo rm a tio n -d rive n  d e c e n tra liz e d  
p ro d u c tio n

B e tte r, c h e a p e r c o m m u n ic a tio n  in fra s tru c tu re s  
p e rm it p re c is e  tra c k in g  o f  p e o p le , m o n e y, &  
th in g s

Ne o -lib e ra l p o litic a l d o m in a tio n  a llows  
c o rp o ra tio n s  g re a te r fre e d o m  to  p ro fit a nywh e re  
a n d  b y a ny  m e a n s  (a lm o s t) n e c e s s a ry
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I n forma t ion a nd the N ew  E conomy

In fo rm a tio n  s p e e d , d e p th , a va ila b ility, a n d  q u a lity
M ore  d e ta il o fte n  y ie ld s  n e w kn owle d g e  a n d  c a p a b ilitie s : 

c o m p a re  a c c ou n tin g  o n  p a p e r to  E xc e l…

P rod u c tivity  c a lc u la tio n s  re m a in  a m b ig u o u s  (th in k  o f  “ to ta l 
fa c to r p rod u c tivity”  a n d  re tu rn -o n -inve s tm e n t m od e ls ), ke e p in g  
Wa ll S tre e t s h u ff lin g

Co rp o ra te  in fo  f lows  c a n  n ow m o re  c lo s e ly  m a tc h  
o rg a n iz a tio n a l s tru c tu re s  th a t a re  d e s ig n e d  fo r b e tte r 
e ffe c tive n e s s : th in k  “ wo rk  g ro u p s ”

S lig h t in c re a s e  in  m e rito c ra tic  in tra -firm  p o litic s  th a n ks  to  
b e tte r s u rve illa n c e  a n d  e va lu a tio n  m e th o d s —b u t th e  b u d d y 
s ys te m  s u rvive s  (o f  c o u rs e !)

Ris e  o f  in fo rm a tio n  p ro fe s s io n s : wh a t a re  th e  lim its ?
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N ew  B us ines s  M odels ?
IT a llows  m a jo r d is in te rm e d ia tio n

A ris e  o r fa ll in  in te rm e d ia rie s ?

M a n u fa c tu rin g , b 2 b : ye s , with  c a ve a ts

M e d ia : N O—is n ’t th a t wh a t DM CA e tc  is  a ll a b o u t--a  re fu s a l to  d e ve lo p  a  
n e w b u s in e s s  m o d e l

F in a n c e : N O—th in k  o f  E n ro n

Re ta il: m a yb e —c o n s id e r th e  Wa l-M a r t m o d e l o f  d ire c t s u p p ly in g  b y  
m a n u fa c tu re rs ; p a r t o f  th is  is  c o s t a n d  ris k  d ive rs io n  m a d e  p o s s ib le  b y 
Wa l-M a r t’s  m o n o p s o n is t p o s itio n

Dis in te rm e d ia tion  is  p o s s ib le , b u t m ore  th a n  IT is  re q u ire d ; 
c o n s id e r re a l e s ta te  s a le s

Th e  s o ftwa re -d rive n  b a c k-o ffic e  re vo lu tio n

Th e  e n d  o f  m id d le  m a n a g e rs ?
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Ke e p  C lu e t r a in  Id e a s  in  M in d …

Th e  o ld  m o d e l
Hie ra rc h ie s  &  b u re a u c ra c ie s

Dis e m p owe re d  a n d  u n in fo rm e d  m in ion s /worke rs

On e -to -m a ny

In s titu tio n a l m e d ia tion

P a s s ive  c on s u m e rs

Th e  “ n e w”  m o d e l
“ f la t”  o rg a n iz a tion s

Kn owle d g e -e m p owe re d  a c to rs

M a ny-to -m a ny (a n d  p e e r-to -p e e r)

Dis in te rm e d ia tion : re n d e rin g  o ld  m o d e ls  irre le va n t

Co n s u m e rs  a c tive ly  c re a tin g  m in d -s h a re  a n d  va lu e
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Po in ts  o f  Co n te n tio n
Is  m a n u fa c tu rin g  d e a d  in  th e  US A?

S we a ts h o p s  a n d  Ch in e s e  fa c to rie s : s im p le  th in g s  c o u ld  b e  
ou ts o u rc e d  in  th e  1 9 8 0 s , n ow s o ftwa re  a n d  m e d ic a l s e rvic e s  
c a n

Ca n  le a n  a n d  f le xib le  m a n u fa c tu rin g  s a ve  u s ?

Co n s tra in t s e e m s  to  b e  p roxim ity  o f  re s ou rc e s

Th e  o ld  “ Ke yn e s ia n ”  p ro b le m : if  worke rs  d o n ’t m a ke  m u c h  
m o n e y, wh o  b u ys  th e  p ro d u c ts ?

Wh e re  is  re a l va lu e  a d d e d ?
Wh a t, re a lly, is  “ re a l va lu e ” ?

P ric in g  e ffe c ts  a n d  s p e c u la tio n

Th e  p ro d u c tivity  p u z z le

In te rm e d ia tion  is s u e s  a g a in : va lu e  a d d e d  vs . re ve n u e -
h a rve s tin g

How to  a c c o u n t fo r th e  va lu e  o f  m in d -s h a re ?
© Robert L. Frost, 2009
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In fo rm a tio n -Drive n  Glo b a liz a tio n
Two  c o n tra s tin g  m o d e ls

Ko re a  a n d  In d ia : s ta r t a s  s im p le  o u ts o u rc e rs , b u t le a rn —a n d  
c o m p e te  d ire c tly  la te r [Ch in a ? ]

M e xic o , M a la ys ia , a n d  M o ro c c o : s im p ly  o ffe r c h e a p  (a n d  
we ll-p o lic e d ) la b o r, a n  a b ility  to  p o llu te  fre e ly, a n d  le a rn  
n o th in g

A ra c e  to  th e  b o tto m  a n d  th e  n e w b ru ta lis m  a re  
a lwa ys  p o s s ib le

Th e  p la y in g  fie ld  will a lwa ys  b e  u n le ve l: in  a n  a g e  o f  
m o b ility, la b or is  le a s t m o b ile

Wh o  p a ys  fo r in fra s tru c tu re : th e  s ta te , th e  
c o m p a n ie s , o r g u llib le  inve s to rs ?
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Th e  F u tu re  o f  P ro d u c tio n

1 0 0 %  d e c e n te re d  m a n u fa c tu rin g ?

M itig a tin g  fa c to rs : p h ys ic a l b a rrie rs  re m a in

P h ys ic a l p re s e n c e  re m a in s  im p or ta n t

Re g io n a l “ t ip p in g  p o in ts ”  o f  p re s e n c e : S ilic o n  Va lle y; Gre n o b le ; 
Hig h  Po in t, NC

M ove m e n t o f  e m p loye e s  a m o n g  firm s  s p re a d s  q u a s i-p ro p rie ta ry  
kn owle d g e

Tu rn -a ro u n d  tim e s  a n d  s h ip p in g  c o s ts  s kyro c ke t with  
to o  m u c h  o u ts o u rc in g

s h iftin g  s ite s  o f  g a rm e n t m a k in g , Gu a m  o r S o u th -Ce n tra l?

h ow m u c h  is  GM  willin g  to  s p e n d  s h ip p in g  p a r ts  fro m  M e xic o ?

Wh a t d o e s  “ M a d e  in  Am e ric a ”  m e a n , a nywa y?  Is  a  Lu m in a  m o re  
“Am e ric a n ”  th a n  a n  Ac c o rd ?
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T hriv ing or D y ing in  the N ew  E conomy
Wh o  p a ys , a n d  wh o  s h o u ld  p a y  fo r “ e xte rn a litie s ”  s u c h  

a s  b rown fie ld s , a b a n d o n e d  c itie s , a n d  a b a n d o n e d  
wo rk fo rc e s ?

Will we  e ve r b e  a b le  to  kn ow h ow c o rp o ra te  d e c is io n s  a re  
in fle c te d  b y c o s t-s h iftin g ?  How d o  ta x p o lic ie s  a ffe c t th o s e ?

E d u c a tio n  &  c u ltu ra l/s o c ia l c a p ita l: wh o  s h ou ld  p a y fo r th o s e ?

Are  th e re  “ s e c o n d  a c ts ”  fo r firm s  a n d  c itie s ?
Po r tla n d , Ore g o n  from  lu m b e r to  IT, b u t…

P itts b u rg h  from  s te e l to  fin a n c e , b u t a re  th e re  n o  lim its  to  
fin a n c ia l in te rm e d ia tio n ? ?

IB M  fro m  p ro p rie ta ry  m a in fra m e s  to  lin u x &  s e rvic e s ; 
c o m p a re  to  We s te rn  Un ion  o r AOL

Wh ith e r M ic h ig a n ?

© Robert L. Frost, 2009
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