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Information as an Economic Good 

FIA Ghent: 8:30  10:00 Friday 17 December 2010 

Background 

The Future Internet must be open to all and allow all stakeholders to derive benefit. At the micro 
level, economic productivity and sustainability of the digital industries (e.g. services and content) is 
a major concern. Today, the digital market is focused on the provision of services as a business 

sense, i.e. based on revenue. This model of economic exchange is suited to the material economy 
but does not fit the knowledge economy, which often includes non-monetary exchanges. Much of 
the search for new business models in the digital landscape has tried to simulate the analog 
manufacturing or mass media situation online by imposing artificial scarcity. A re-thinking of Future 
Internet business models is necessary to break out of the manufacturing and distribution paradigm. 

This session aims think beyond current approaches, not only because technology makes such 
artificial scarcity easy to circumvent, but also because it fails to understand the nature of 
information, attention, selection and why cultural experiences become meaningful. A business 
paradigm based on control and distribution of information counteracts its own purpose by not 
allowing users to freely form social contexts by using information as social objects that builds 
communities. 

When the social web and mobile technologies are merging the virtual and the physical world we 
need to adopt a post-digital thinking for future internet business models where a whole ecosystem 
of cultural circulation is taken into account. This would shift the discussion from business models, 
defined in a narrow sense as monetizing information, to business strategies and a number of 
interesting socio-economic issues about cultural circulation and policy regarding creative industries 
in general. Examples of successful businesses would be drawn from the music industry and the 
open hardware scene. 

The session is organised by Michael Boniface (University of Southampton IT Innovation), Peter 
Ljungstrand (Interactive Institute), Magnus Eriksson (Interactive Institute), Jonathan Cave (Rand 
Europe), Man-Sze Li (IC-Focus), Didier Bourse (Alcatel Lucent), Burkhard Stiller (University of 
Zurich), Peter StollenMayer (Eurescom), Pierre-Yves Danet (Orange FT), Tuan Anh Trinh 
(Budapest University of Technology and Economics). 

FISE Working Group wiki: http://fise.seserv.org/ 

Agenda 

 08:30  08:45 (15 mins): Economics of Information on the future internet: the complexity of 
moving beyond 'content': (Prof Jonathan Cave) 

 08:45  09:00 (15 mins): The enabling role of the information broker: an example (Mikhail 
Simonov) 

 09:00  09:30 (30 mins): Beyond copyright (Peter Ljungstrand, Magnus Eriksson) 

http://fise.seserv.org/
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 09:30  10:00 (30 mins): Panel discussion with representatives from European Future 
Internet Socio-Economic Initiatives in Challenge 1 (2 slides each) 

o Impact Study FI-PPP: FI3P (http://www.fi3p.eu/) Jonathan Cave 

o Obj 1.1 Networks: SESERV (http://www.seserv.org/)  George Stamoulis 

o Obj 1.2 Services: SEQUOIA (http://www.sequoiaproject.eu/) Andrea Nicolai 

o Obj 1.6 FIRE: Paradiso2  (http://paradiso-fp7.eu/)  Roger Torrenti 

Session Summary 

Economics of Information on the future internet: the complexity of moving beyond 'content' 

search in innovation processes. Cave started by contrasting traditional goods and services with 
information goods.  The intangible nature of information means that in an information transaction 
the information goods are non-excludable when traded (i.e. they still exist and can be traded 
again). This characteristic is difficult for markets as there is no scarcity and the non-existence of 
equilibrium.  Property rights have evolved to make information markets work by creating artificial 
scarcity but this depends on measures to enforce scarcity.  In effect, property rights create the 
incentives for sharing information (i.e. providers can retain value) and copyright can be used to 
control the use of it.  

Value from information can be derived from process of creation, storage, distribution and scarcity. 
Value is created at different points of the information lifecycle, it changes over time, circumstance 
and point of view. Information can also be combined to create useful knowledge. Meaning to 
specific consumers is critical which makes value in a singular sense meaningless. Information 
does not even need to be true to have value to some people. Value of information is directly 
affected by sharing and dependent on distribution in a network. In some situations sharing 
information makes information more valuable (e.g pure research to applied research) whereby in 
other situations (e.g. information about a company  future performance) can reduce value.  

If markets work efficiently they collect all the information and the price is related in the assets. It is 
what everyone knows about the information. If someone has valuable information and brings it to 
the market then a software program will automatically exploit it. The systems we are developing 
are complex systems with emergent behaviour. We are not controlling or design anything but part 
of a systemic process. What is necessary are the means to understand and protect the desired 
behaviours but sometimes undesirable emergent behaviour occurs. For example, a flash crash 
occurred in New York and trading was suspended due to safety mechanisms misinterpreting price 
movements in another global location. Information exchange in social networks is especially 
interesting. Values can be inferred from the way that people choose to disclose information within 
such online communities. However, often people do not think about the scope of sharing, in fact 
few people know who is watching them let alone what they are watching them for. But the question 
of the level of privacy each person can tolerate is personal and being tested through the large 
privacy experiment that is Facebook.  

Search is an essential element of the Internet. Markets depend on search to help consumers 
determine quality and price. If people cannot compare offers then the market cannot work, it will 
function and generate money but not reach the social goals. The companies that run the Internet 
run platforms that are used to realise end-to-end benefit but these companies want appropriate 
gains. This is a two sided market model because there is unrealised gain and scope for these 
intermediaries that connect people through content. For example, we can search for jobs in new 
ways and the ability to find people is profoundly changing the labour market. Service providers  can 
now offer the ability for individuals to provide small skill packets to employers, which can only be 
realised through large social networks and information exchanges. 

http://www.fi3p.eu/
http://www.seserv.org/
http://www.sequoiaproject.eu/
http://paradiso-fp7.eu/
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Search needs to move beyond text and beyond content to smart searchers (demand curve), 
repositories (supply curve) and search engines that use multi-sourcing of information. The way we 
search is changing the creative processes. Traditional scholars used to be in textual communities 
around a piece of content (e.g. a book). Connections where made through the mind of the author.  
Search is entirely different, today people do not read the text, people look at what we already 

people already knew because they had studied the material and 
could quickly move on to have critical discussions. With search today building on common search 
terms this is good reinforcing but poor for innovation. 

Enabling role of the Information Broker  (an example from Energy domain) 

efficiency of energy grids through a reduction in imbalance between supply and demand. 
Information can be used to create anticipatory knowledge. Information sharing is important to 
ensure we achieve a carbon neutral environment but ensuring we use energy in the right ways and 
in line with societal goals. By collecting energy usage patterns based on past behaviours and 
combining this with environmental information and predictive models better forecasts for our 
energy needs can be made. The challenge is the cost of real-time monitoring of energy 
consumption considering the sampling rates and the amount of data generated. There is currently 
a lack of capacity in real-time data processing to realise the benefits.  

The question is what resolution do we take measurements? For 20 million households with a  
sampling rate of 15 minutes will generate 1.92 Terabytes of data/sec, for 1 sec sample rate this 
increases to 1728 T Bytes of data/sec. The cost of creating this anticipatory knowledge is a critical 
factor in assessing its value. The new information must bring more value than the cost of creation 
(monitoring, distribution of monitoring, processing, etc).  Simonov discussed the need to switch 
from individual and collective decision making. The overall goal is to reduce the imbalance in the 
energy system, a key source of inefficiency and emissions. The FI challenge is how to transform 
the additional costs for the knowledge into increased venues for the supplier and reduced costs for 
consumers? This is where the information broker comes into play. By sharing RT monitoring 
information between large groups of consumers in common information spaces the predictor 
models can be improved and actionable insights created that can reduce inefficiencies and create 
a win-win for everyone.  Simonov presented results from the EC HPPC/SEA projects which is 
developing such a predictor models based on generic algorithms that to deliver insight into 
consumer demands based on real-time monitoring information.  

Beyond copyright  

Eriksson presented an analysis of trends and revenue models within the music industry. Following 
years of reduced revenues due to music piracy and pricing pressures the music industry is looking 
for business models that move beyond digital downloads. In this context the information is the 
experience or the coordinator of the experience. Culture is seen as increasingly immaterial, 
liberated from physical constraints (e.g. digital music) and with streaming services in the cloud 
nobody holds the files anymore and no commitment (e.g. purchase a product) is really required. 
The problem then moves to search as the production process moves from a manufacturing 
paradigm to information production and distribution challenge. In reality, information is not the 
primary good as it does not recognise the parts of the cultural domain in the environment. Film is 

at home but the collective experience of going to 
the cinema is important. 

The industry is looking to increase revenues by creating community experiences around content 
where individuals have to make greater social and financial commitments. This has manifested in a 
move from copyright to a model where live experiences and performances by artists are 
increasingly important. Eriksson called this the post-digital age where real and digital worlds are 
combined to move from networked content to networked experiences. The impact of this shift 
moves revenues from labels who record the content to artists who create the performances. 
Service providers must create incentives to disclose, share and facilitate relationships through 
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online and physical events. This requires investment and commitment in a deeper sense from 
individuals. In fact this can be seen in music scenes which are built up on networks of trust. The 
selection of acts and events has a large impact on attendance which is important for the discovery 
of new acts. The challenge is the shift to focus on local, social context and the role information can 
play in specific social situations. Eriksson discussed FabLabs where people can access o digital 
fabrication tools and share information with people at a physical location. This is similar to the 
medieval textual communities discussed by Cave earlier in that now we form communities around 
social objects. Eriksson finished on cultural production and cultural expression where the recorded 
element does have an important function for creating cultural memory over time. In this case 
memory (experience + recording) can invoke something beyond the experience but before things 
go too way out we called time on this interesting presentation! 

 


