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Chapter One



Entering the Age of Access

The role of property is changing radically. The implications for society are enormous and far-reaching. For the whole of the Modern Age, property and markets have been synonymous. Indeed, the capitalist economy is founded on the very idea of exchanging property in markets. The word market first appeared in the English language in the twelfth century and referred to the physical space set aside for sellers and buyers to exchange goods and livestock. By the late eighteenth century, the term had become separated from any geographic reference and was being used to describe the abstract process of selling and buying things.
1 So much of the world we know has been bound up in the process of selling and buying things in the marketplace that we can’t imagine any other way of structuring human affairs. The marketplace is a pervasive force in our lives. We all are deeply affected by its moods and swings. Its well-being becomes a measure of our own. If markets are healthy, we feel buoyed. If they weaken, we despair. The marketplace is our guide and counselor and sometimes the bane of our existence.

Some of a small child’s first encounters are likely to be in the marketplace. What youngster hasn’t peered into a shop window and asked sheepishly, “How much is that?” From an early age, we learn that virtually everything has a price and everything is for sale. When we’re older, we’re introduced to the dark side of the market with the warning caveat emptor, “let the buyer beware.” We live by the rules of the invisible hand of the market and continually hone our lives to the task of buying cheap and selling dear. We are taught that acquiring and accumulating property are integral parts of our earthly sojourn and that who we are is, at least to some degree, a reflection of what we own. Our very notions about the way the world works are based, in large part, on what we have come to regard as the primordial urge to exchange goods with one another and become propertied members of society.

We embrace the marketplace with an unswerving devotion. We sing its praises and admonish its detractors. Who hasn’t defended the virtues of property and markets with passionate abandon at one time or another? Ideas about individual freedom, inalienable rights, and the social contract all are figments of this indivisible and essential social convention.

Now the foundation of modern life is beginning to disintegrate. The institution which once drove men to ideological battles, revolutions, and wars is slowly dying out in the wake of a new constellation of economic realities that is moving society to rethink the kinds of bonds and boundaries that will define human relations in the coming century.

In the new era, markets are making way for networks, and ownership is steadily being replaced by access. Companies and consumers are beginning to abandon the central reality of modern economic life—the market exchange of property between sellers and buyers. This doesn’t mean property disappears in the coming Age of Access. Quite the contrary. Property continues to exist but is far less likely to be exchanged in markets. Instead, suppliers hold on to property in the new economy and lease, rent, or charge an admission fee, subscription, or membership dues for its short-term use. The exchange of property between sellers and buyers—the most important feature of the modern market system—gives way to short-term access between servers and clients operating in a network relationship. Markets remain but play an increasingly diminished role in human affairs.

In the network economy, both physical and intellectual property are more likely to be accessed by businesses rather than exchanged. Ownership of physical capital, however, once the heart of the industrial way of life, becomes increasingly marginal to the economic process. It is more likely to be regarded by companies as a mere expense of operation rather than an asset, and something to borrow rather than to own. Intellectual capital, on the other hand, is the driving force of the new era, and much coveted. Concepts, ideas, and images—not things—are the real items of value in the new economy. Wealth is no longer vested in physical capital but rather in human imagination and creativity. Intellectual capital, it should be pointed out, is rarely exchanged. Instead, it is closely held by the suppliers and leased or licensed to other parties for their limited use.

Businesses already are well along the way toward the transition from ownership to access. They are selling off their real estate, shrinking their inventories, leasing their equipment, and outsourcing their activities in a life-or-death race to rid themselves of every conceivable kind of physical property. Owning things, lots of things, is considered outdated and out of place in the more ephemeral, fast-paced economy of the new century. In the contemporary commercial world, most everything needed to run the physical business itself is borrowed.

Where the market used to boast sellers and buyers, now the talk is more of suppliers and users. In the network economy, market transactions are giving way to strategic alliances, cosourcing, and gain-sharing agreements. Many companies no longer sell things to one another but rather pool and share their collective resources, creating vast supplier-user networks that comanage each other’s businesses.

Not surprising, the new means of organizing economic life brings with it different ways of concentrating economic power in fewer corporate hands. In the era of markets, institutions that amassed physical capital exercised increasing control over the exchange of goods between sellers and buyers. In the era of networks, suppliers who amass valuable intellectual capital are beginning to exercise control over the conditions and terms by which users secure access to critical ideas, knowledge, and expertise.

Commercial success in the access economy depends less on individual market exchanges of goods and more on establishing long-term commercial relationships. A case in point is the changing relationship between goods and the services that accompany them. Whereas for most of the Industrial Age the emphasis was on selling goods and attaching free service warranties to the products as an incentive to buy, now the relationship between goods and services is being reversed. An increasing number of businesses literally give away their products for free in the hopes of entering into long-term service relationships with clients.

Consumers, too, are just beginning to make the shift from ownership to access. While cheap, durable goods will continue to be bought and sold in the market, more costly items like appliances, automobiles, and homes increasingly will be held by suppliers and accessed by consumers in the form of short-term leases, rentals, memberships, and other service arrangements.

It is likely that for a growing number of enterprises and consumers, the very idea of ownership will seem limited, even old-fashioned, twenty-five years from now. Ownership simply is too slow an institution to adjust to the near warp speed of a nanosecond culture. Ownership is based on the idea that possessing a physical asset or piece of property over an extended period of time is valuable. “To have,” “to hold,” and “to accumulate” are cherished concepts. Now, however, the speed of technological innovation and the dizzying pace of economic activity often make the notion of ownership problematic. In a world of customized production, continuous innovation and upgrades, and ever narrowing product life cycles, everything becomes almost immediately outdated. To have, to hold, and to accumulate in an economy in which change itself is the only constant makes less and less sense.

The Age of Access, then, is governed by a whole new set of business assumptions that are very different from those used to manage a market era. In the new world, markets give way to networks, sellers and buyers are replaced by suppliers and users, and virtually everything is accessed.

The shift from a propertied regime based on the idea of broadly distributed ownership to an access regime based on securing short-term limited use of assets controlled by networks of suppliers changes fundamentally our notions of how economic power is to be exercised in the years ahead. Because our political institutions and laws are steeped in market-based property relations, the shift from ownership to access also portends profound changes in the way we will govern ourselves in the new century. Perhaps even more important, in a world where personal ownership of property has long been regarded as an extension of one’s very being and the “measure of a man,” its waning significance in commerce suggests a formidable change in the way future generations will perceive of human nature. Indeed, a world structured around access relationships is likely to produce a very different kind of human being.

The changes taking place in the structuring of economic relationships are part of an even larger transformation occurring in the nature of the capitalist system. We are making a long-term shift from industrial production to cultural production. More and more cutting-edge commerce in the future will involve the marketing of a vast array of cultural experiences rather than of just traditional industrial-based goods and services. Global travel and tourism, theme cities and parks, destination entertainment centers, wellness, fashion and cuisine, professional sports and games, gambling, music, film, television, the virtual worlds of cyberspace, and electronically mediated entertainment of every kind are fast becoming the center of a new hypercapitalism that trades in access to cultural experiences.

The metamorphosis from industrial production to cultural capitalism is being accompanied by an equally significant shift from the work ethic to the play ethic. While the industrial era was characterized by the commodification of work, the Age of Access is about, above all else, the commodification of play—namely the marketing of cultural resources including rituals, the arts, festivals, social movements, spiritual and fraternal activity, and civic engagement in the form of paid-for personal entertainment. The struggle between the cultural sphere and the commercial sphere to control both access to and the content of play is one of the defining elements of the coming era.

Transnational media companies with communications networks that span the globe are mining local cultural resources in every part of the world and repackaging them as cultural commodities and entertainments. The top fifth of the world’s population now spends almost as much of its income accessing cultural experiences as on buying manufactured goods and basic services. We are making the transition into what economists call an “experience” economy—a world in which each person’s own life becomes, in effect, a commercial market. In business circles, the new operative term is the “lifetime value” (LTV) of the customer, the theoretical measure of how much a human being is worth if every moment of his or her life were to be commodified in one form or another in the commercial sphere. In the new era, people purchase their very existence in small commercial segments.

Between Two Worlds

Cultural production is beginning to eclipse physical production in world commerce and trade. The old giants of the Industrial Age—Exxon, General Motors, USX, and Sears—are giving way to the new giants of cultural capitalism—Viacom, Time Warner, Disney, Sony, Seagram, Microsoft, News Corporation, General Electric, Bertelsmann A.G., and PolyGram. These transnational media companies are using the new digital revolution in communications to connect the world and in the process are pulling the cultural sphere inexorably into the commercial sphere, where it is being commodified in the form of customized cultural experiences, mass commercial spectacles, and personal entertainment.

In the Industrial Age, when producing goods was the most important form of economic activity, being propertied was critical to physical survival and success. In the new era, where cultural production is increasingly becoming the dominant form of economic activity, securing access to the many cultural resources and experiences that nurture one’s psychological existence becomes just as important as holding on to property.

The transformation from the old economic era to the new has been long in the making. The process started earlier in the twentieth century with the shift in emphasis from manufacturing goods to providing basic services. Now the commercial sphere is making an equally important shift from being service-related to experience-oriented. Cultural production represents the final stage of the capitalist way of life, whose essential mission has always been to bring more and more human activity into the commercial arena. The progression in economic priorities from manufacturing goods to providing basic services to commodifying human relationships and finally to selling access to cultural experiences is testimony to the single-minded determination of the commercial sphere to make all relations economic ones.

The commodification of human culture is bringing with it a fundamental change in the nature of employment. In the Industrial Age, human labor was engaged in the production of goods and the performance of basic services. In the Age of Access, intelligent machines—in the form of software and “wetware”—increasingly replace human labor in the agriculture, manufacturing, and service sectors. Farms, factories, and many white-collar service industries are quickly becoming automated. More and more physical and mental labor, from menial repetitive tasks to highly conceptual professional work, will be done by thinking machines in the twenty-first century. The cheapest workers in the world likely will be not as cheap as the technology coming online to replace them. By the middle decades of the twenty-first century, the commercial sphere will have the technological wherewithal and organizational capacity to provide goods and basic services for an expanding human population using a fraction of the workforce presently employed. Perhaps as little as 5 percent of the adult population will be needed to manage and operate the traditional industrial sphere by the year 2050. Near-workerless farms, factories, and offices will be the norm in every country. New employment opportunities will exist, for the most part, but in paid cultural work in the commercial arena. As more and more of people’s personal lives become paid-for experiences, millions of other people will become employed in the commercial sphere to service cultural needs and desires.

The capitalist journey, which began with the commodification of space and material, is ending with the commodification of human time and duration. The selling of the culture in the form of more and more paid-for human activity is quickly leading to a world where pecuniary kinds of human relationships are substituting for traditional social relationships. Imagine a world where virtually every activity outside the confines of family relations is a paid-for experience, a world in which traditional reciprocal obligations and expectations—mediated by feelings of faith, empathy, and solidarity—are replaced by contractual relations in the form of paid memberships, subscriptions, admission charges, retainers, and fees.

Think for a moment how much of our daily interactions with our fellow human beings already are bound up in strictly commercial relationships. We increasingly buy others’ time, their regard and affection, their sympathy and attention. We buy enlightenment and play, grooming and grace, and everything in between—even the passing of time itself is on the clock. Life is becoming more and more commodified, and communications, communion, and commerce are becoming indistinguishable.

Even in a fully mature market economy, remember, commerce is still periodic. Sellers and buyers come together for a brief moment to negotiate a transfer of goods and services, and then they go their separate ways. The rest of their time is free of market considerations and commerce. Cultural time—noncommodified time—still exists. In a hypercapitalist economy, however, steeped in access relationships, virtually all of our time is commodified. For example, when a customer buys a car, the real-time relationship with the dealer is short lived. If a client secures access to the same vehicle in the form of a lease, his relationship with the supplier is continuous and uninterrupted for the duration of the agreement. Suppliers say they prefer “commodifying relationships” with their customers because they provide them with ongoing connections that are renewable and, at least in theory, perpetual. When everyone is embedded in commercial networks of one sort or another and in continuous association by way of paid leases, partnerships, subscriptions, and retainer fees, all time is commercial time. Cultural time wanes, leaving humanity with only commercial bonds to hold civilization together. This is the crisis of postmodernity.

In the 1980s and 1990s, deregulation of government functions and services was the rage. In less than twenty years, the global marketplace successfully absorbed large parts of what formerly was the government sphere—including mass transportation, utilities, and telecommunications—into the commercial realm. Now the economy has turned its attention to the last remaining independent sphere of human activity: the culture itself. Cultural rituals, community events, social gatherings, the arts, sports and games, social movements, and civic engagements all are being encroached upon by the commercial sphere. The great issue at hand in the coming years is whether civilization can survive with a greatly reduced government and cultural sphere and where only the commercial sphere is left as the primary mediator of human life.

In this book, we will examine the many structural changes that are laying the conceptual groundwork and organizational base for the Age of Access. The shift from markets to networks and from ownership to access, the marginalization of physical property and the ascendance of intellectual property, and the increasing commodification of human relationships are slowly leading us out of an era in which the exchange of property is the critical function of the economy and into a new world in which the purchase of lived experiences becomes the consummate commodity.

The transformation from industrial to cultural capitalism already is challenging many of our most basic assumptions about what constitutes human society. Old institutions grounded in property relations, market exchanges, and material accumulation are slowly being uprooted to make room for an era in which culture becomes the most important commercial resource, time and attention become the most valuable possession, and each individual’s own life becomes the ultimate market.

The Clash of Culture and Commerce

We are journeying into a new period in which more and more human experience is purchased in the form of access to multifaceted networks in cyberspace. These electronic networks, within which an increasing number of people spend much of their day-to-day experience, are controlled by a few powerful transnational media companies who own the pipelines over which people communicate with one another and who control much of the cultural content that makes up the paid-for experiences of a postmodern world. There is no precedent in history for this kind of overarching control of human communications. Giant media conglomerates and their content providers become the “gatekeepers” who determine the conditions and terms upon which hundreds of millions of human beings secure access to one another in the coming era. It is a new form of global commercial monopoly—one exercised over the lived experiences of a large percentage of the human population on earth. In a world in which access to human culture is increasingly commodified and mediated by global corporations, questions of institutional power and freedom become more salient than ever before.

The absorption of the cultural sphere into the commercial sphere signals a fundamental change in human relationships with troubling consequences for the future of society. From the beginning of human civilization to now, culture has always preceded markets. People create communities, construct elaborate codes of social conduct, reproduce shared meaning and values, and build social trust in the form of social capital. Only when social trust and social exchange are well developed do communities engage in commerce and trade. The point is, the commercial sphere always has been derivative of and dependent on the cultural sphere. That’s because culture is the wellspring from which agreed-upon behavioral norms are generated. It is those behavioral norms, in turn, that create a trusting environment within which commerce and trade can take place. When the commercial sphere begins to devour the cultural sphere—as we will explore further in part II—it threatens to destroy the very social foundations that give rise to commercial relations.

Restoring a proper balance between the cultural realm and the commercial realm is likely to be one of the most important challenges of the coming Age of Access. Cultural resources risk overexploitation and depletion at the hands of commerce just as natural resources did during the Industrial Age. Finding a sustainable way to preserve and enhance the rich cultural diversity that is the lifeblood of civilization in a global network economy increasingly based on paid access to commodified cultural experiences is one of the primary political tasks of the new century.

Proteans and Proletarians

The Age of Access also is bringing with it a new type of human being. The young people of the new “protean” generation are far more comfortable conducting business and engaging in social activity in the worlds of electronic commerce and cyberspace, and they adapt easily to the many simulated worlds that make up the cultural economy. Theirs is a world that is more theatrical than ideological and oriented more to a play ethos than to a work ethos. For them, access already is a way of life, and while property is important, being connected is even more important. The people of the twenty-first century are as likely to perceive themselves as nodes embedded in networks of shared interests as they are to perceive themselves as autonomous agents in a Darwinian world of competitive survival. For them, personal freedom has less to do with the right of possession and the ability to exclude others and more to do with the right to be included in webs of mutual relationships. They are the first generation of the Age of Access.

Just as the printing press altered human consciousness over the past several hundred years, the computer will likely have a similar affect on consciousness over the next two centuries. Psychologists and sociologists already are beginning to note a change taking place in cognitive development among youngsters in the so-called “dot-com” generation. A small but increasing number of young people who are growing up in front of computer screens and spending much of their time in chat rooms and simulated environments appear to be developing what psychologists call “multiple personas”—short-lived fragmented frames of consciousness, each used to negotiate whatever virtual world or network they happen to be in at any particular moment of time. Some observers worry that the dot-commers may begin to experience reality as little more than shifting story lines and entertainments and that they might lack both the deeply anchored socializing experience and extended attention span necessary to form a coherent frame of reference for understanding and adapting to the world around them.

Others see the development in a more positive light, as a freeing up of the human consciousness to be more playful, flexible, and even transient in order to accommodate the fast-moving and ever changing realities people experience. Today’s children, they argue, are growing up in a world of networks and connectivity in which combative notions of mine and thine, so characteristic of a propertied market economy, are giving way to a more interdependent and embedded means of perceiving reality—one more cooperative than competitive and more wedded to systems thinking and consensus building.

In truth, it’s far too early to know where the new consciousness will lead. On the one hand, the commercial forces are both powerful and seductive and already are bringing large numbers of dot-commers into the new worlds of cultural production. On the other hand, many young people are using their newfound senses of relatedness and connectivity to challenge an unbridled commercial ethic and create new communities of shared interests. Whether the forces of cultural commerce ultimately prevail or a renewed cultural realm is able to strike a balance between the two spheres is an open question.

The generation gap is being accompanied by an equally profound economic and social gap. While 
1⁄
5 of the world’s population is migrating to cyberspace and access relationships, the rest of humanity still is caught up in the world of physical scarcity. For the poor, life remains a daily struggle for survival, and being propertied is an immediate preoccupation—and, for some, only a distant goal. Their world is far removed from fiber-optic cables, satellite uplinks, cellular phones, computer screens, and cyberspace networks. Although difficult for many of us to comprehend, more than half of the human race has never made a phone call.

The gap between the possessed and the dispossessed is wide, but the gap between the connected and the disconnected is even wider. The world is fast developing into two distinct civilizations—those living inside the electronic gates of cyberspace and those living on the outside. The new global digital communications networks, because they are so all-encompassing and comprehensive, have the effect of creating a new and totalizing social space, a second earthly sphere above the terra mater, suspended in the ether of cyberspace. The migration of human commerce and social life to the realm of cyberspace isolates one part of the human population from the rest in ways never before imaginable. The separation of humanity into two different spheres of existence—the so-called digital divide—represents a defining moment in history. When one segment of the human population is no longer able even to communicate with the other in time and space, the question of access takes on a political import of historic proportions. The great divide, in the coming age, is between those whose lives are increasingly taken up in cyberspace and those who will never have access to this powerful new realm of human existence. It is this basic schism that will determine much of the political struggle in the years ahead.

The shifts from geography to cyberspace, industrial to cultural capitalism, and ownership to access are going to force a wholesale rethinking of the social contract. Bear in mind that the modern notion of property as private, exclusive, and exchangeable in the marketplace has been the core institution of the Industrial Age. It has dictated the terms of daily life, informed political discourse, and been used to gauge the status of a human being. Now, after several hundred years of being the dominant organizing paradigm of civilization, the market regime, which brought sellers and buyers together to exchange property, is beginning to deconstruct. On the horizon looms the Age of Access—an era that will bring with it a new way of thinking about commercial relations, political engagement, and how we regard ourselves at the deepest level of human consciousness.

The very thought of leaving markets and the exchange of property behind—of advancing a conceptual change in the structuring of human relationships away from ownership and toward access—is as inconceivable to many people today as the enclosure and privatization of land and labor into property relations must have been more than half a millennium ago. Still, a portion of humanity already has embarked on this new journey. Those people are moving more and more of their affairs from the geographic confines of the marketplace to the temporal realm of cyberspace. In this new world that trades in information and services, in consciousness and lived experience, in which the material gives way to the immaterial and commodifying time becomes more important than expropriating space, the conventional notions of property relations and markets, which came to define the industrial way of life, become increasingly less relevant.

The notion of access and networks, however, is becoming ever important and is beginning to redefine our social dynamics as powerfully as did the idea of property and markets at the dawn of the modern era. Until recently, the word access was heard only occasionally and generally was confined to questions of admittance to physical spaces. In 1990, however, the eighth edition of the Concise Oxford Dictionary listed access as a verb for the first time, signaling its new, more expansive use in human discourse. Now, access is one of the most-used terms in social life. When people hear the word access, they are likely to think of openings to whole new worlds of possibilities and opportunities. Access has become the ticket to advancement and personal fulfillment and as powerful as the democratic vision was to earlier generations. It is a highly charged word, full of political significance. Access is, after all, about distinctions and divisions, about who is to be included and who is to be excluded. Access is becoming a potent conceptual tool for rethinking our worldview as well as our economic view, making it the single most powerful metaphor of the coming age.



Chapter Two



When Markets Give Way to Networks

Musing over the kind of world electricity would bring, Nathaniel Hawthorne wrote in 1851, “Is it a fact . . . that, by means of electricity, the world of matter has become a great nerve, vibrating thousands of miles in a breathless point of time? Rather, the round globe is a vast head, a brain, instinct with intelligence! Or, shall we say, it is itself a thought, nothing but thought, and no longer the substance which we deemed it!”
1

Hawthorne’s vision is now becoming reality with the coming together of microelectronics, computers, and telecommunications into a single integrated communications grid, a kind of global nervous system enveloping the world. The shift from analog to digital forms of communication has hurried the convergence process along. Modern technologies make possible a new way to conduct business, what economists call a “network approach” to economic life.

The new commerce occurs in cyberspace, an electronic medium far removed from the geographically bound marketplace. The shift in primary commerce from geography to cyberspace represents one of the great changes in human organization and needs to be properly understood, as it brings with it vast changes in the very nature of human perception and social intercourse. Nowhere are those changes likely to have a bigger impact than on our notions of property. Whereas in a geographically based economy, sellers and buyers exchange physical goods and services, in cyberspace, servers and clients are more likely to exchange information, knowledge, experience, and even fantasies. In the former realm, the goal is transferring property, while in the new realm, the goal is providing access to one’s daily existence.

The repositioning of primary commerce in cyberspace and the transition to a network-based global economy are made possible by the proliferation of global electronic networks, the most important being the Internet. The Pentagon created the Internet in the late 1960s. Anxious to save money on the costs of providing expensive new supercomputers to academic and defense-contracting researchers, the Pentagon began exploring ways to share computers among people who were separated by time and space. Top brass at the Department of Defense (DOD) were concerned also about the potential vulnerability to attack of centrally controlled communications operations. They were looking for a new kind of decentralized communication medium that could route messages to large numbers of researchers in a variety of ways and could continue to function even if part of the system were destroyed. The answer came in the form of the ARPANET, developed by the DOD’s Advanced Research Projects Agency.

The first host computer came online in 1969. By 1988, more than 60,000 host computers were connected.
2 Other networks followed closely on the heels of ARPANET. The National Science Foundation created NSFnet to connect its supercomputer sites at major universities with researchers around the country. When ARPANET was shut down in 1990, NSFnet became the main vehicle for connecting computers. The NSFnet opened up access to an increasing number of people and eventually metamorphosed into what we now call the Internet. Other government agencies created their own networks. The Department of Energy established ESnet, and the National Aeronautics and Space Administration (NASA) went online with NSInet. Private networks also were put in place in the 1980s. Among the pioneers were IBM, GTE, and AT&T.
3 Designed for both internal use and real-time communications with suppliers and customers, these private networks began to lay the groundwork for the emergence of an electronically mediated network-based economy.

The Internet is a network of networks, and its messages can be sent via telephone wires, cable, and satellites. In a society weaned on the notion of ownership, says author James Gleick, “the hardest fact to grasp . . . is this: [The Internet] isn’t a thing, it isn’t an entity; it isn’t an organization. No one owns it; no one runs it. It is simply Everyone’s Computers, Connected.”
4

Today, more than 200 million people around the world have access to the Internet, according to the U.S. Department of Commerce, and forecasters estimate that by the year 2005, more than 1 billion human beings will enjoy access.
5 In 1998, the Internet economy generated more than $301 billion in revenue and created more than 1.2 million jobs. According to a study conducted by the University of Texas, the network economy is growing at an average of 174.5 percent a year and is now doubling in size every nine months.
6

Corporate networks also are proliferating. In 1989, less than 10 percent of U.S. companies were connected to networks. By 1993, more than 60 percent of American businesses were online.
7 EDS boasts the world’s largest corporate data network. The system, which cost $1 billion to install, connects 400,000 desktop computers and terminals to ninety-five data centers. The EDSnet routes 51.2 million transactions and data transfers every day and can store 49.7 trillion pieces of data, more than forty-five times the amount of information housed at the Library of Congress.
8

In 1998, American companies were doing more than $43 billion worth of business with one another online. Forrester Research, a market research firm in Cambridge, Massachusetts, estimates that by the year 2003, business sales online will reach $1.3 trillion, or 9.4 percent of all business sales.
9

The Connected Economy

The essential feature of commercial business in cyberspace is connectedness. Electronic networks, by their very nature, break down boundaries and walls. Unlike the geographic marketplace of the industrial era—which was based on the idea of sovereign and autonomous sellers and buyers engaging in discrete transactions, each independent of the other—the cyberspace economy brings enterprises together in deep webs of mutually interdependent relationships, where they share activities and pursuits. Kevin Kelly, editor at large of Wired magazine, speaks for many enthusiasts when he suggests that “the central act of the coming era is to connect everything to everything.” Kelly foresees a future where “all matter, big and small, will be linked into vast webs of networks at many levels.”
10 Already, businesses are connecting with suppliers and customers to share intangible resources in the form of information and expertise, as well as physical resources, with the conviction that by pooling their strengths, each firm can better optimize its own objectives.

This kind of network approach to commercial relations is a far cry from Adam Smith’s dictum, which held sway for the better part of the industrial revolution. In The Wealth of Nations, published in 1776, the Scottish economist argued:


Every individual is continually exerting himself to find out the most advantageous employment for whatever capital he can command. It is his own advantage, indeed, and not that of society which he has in view. But the study of his own advantage naturally, or rather necessarily, leads him to prefer that employment which is most advantageous to the society.
11



In Smith’s world, the market game is predicated on the ability to amass and hold property and to exclude others.

Self-interest dictates a different course in a network economy. By embedding one’s own firm in a network of mutually beneficial reciprocal relationships designed to optimize the collective effort, each individual firm’s success is more likely to be guaranteed—what some in the business community refer to as a win-win strategy.

Sociologist Manuel Castells of the University of California at Berkeley identifies five major kinds of networks in the new global network economy: supplier networks, in which firms subcontract for a range of inputs from design operations to the manufacturing of component parts; producer networks, made up of companies that pool their production facilities, financial resources, and human resources to expand their portfolios of goods and services, broaden geographic markets, and reduce up-front risk costs; customer networks, which link together manufacturers, distributors, marketing channels, value-added resellers, and end users; standard coalitions, which bring together as many firms as possible in a given field with the purpose of binding them to the technical standards established by an industry leader; and technology cooperation networks, which allow firms to share valuable knowledge and expertise in the research and development of product lines.
12

The first thing to understand about a network-based global economy is that it both drives and is driven by a dramatic acceleration in technological innovation. Because production processes, equipment, and goods and services all become obsolete faster in an electronically mediated environment, long-term ownership becomes less palatable, while short-term access becomes a more frequent option. Sped-up innovation and product turnover dictate the terms of the new network economy. The process is demanding and relentless.

This narrowing of product life cycles is a direct result of Moore’s Law. Gordon Moore, an electrical engineer and the founder of Intel, predicted early on that the processing power of computer chips would continue to double every eighteen months, while the cost of producing the chips would hold constant or decrease. Moore’s Law was subsequently extended to include computer memory, data storage capacity, and telecommunications.
13

Moore’s prediction has proved remarkably accurate. Computing power continues to increase, even as the prices of computers and chips continue to fall. Personal computers that retailed for more than $3,000 a decade ago now can be purchased for less than $1,000, despite the fact that the computing power in each machine has risen dramatically. Now, chips are embedded in thousands of products from greeting cards to washing machines, making everything around us smarter and more information intensive.
14

Moore’s Law is wreaking havoc on product life cycles. “Smart” products containing computer chips are far more time sensitive than traditional products; they are constantly evolving and maturing, taking on new tasks and assignments with each new passage and in each successive generation.
15 As products come alive with information and animated with continual feedback, the pressure to upgrade and innovate increases. University of California marketing professor Rashi Glazer notes that “to the extent that a product is far along the information-intensiveness continuum, it becomes both more necessary and easier to change the offering.”
16 The more interactive the information-rich product is with its environment—with feedback loops—the more likely the process itself will suggest innovative ways to make the product more effective. Although the research and development costs for upgrading the information component may be high, the actual production cost of embedding that new information in each product coming off the line is relatively low. “The result,” says Glazer, “is a more rapid evolution in the basic product form and a shift in emphasis toward successive generations of the product, with the life cycle of any one generation or ‘version’ . . . assuming less importance.”
17

Product life cycles are narrowing in every industry. It took Chrysler fifty-four months, with a workforce of 3,100 people, to develop and manufacture its K-car in the late 1970s and early 1980s. A few years later, Chrysler developed its Neon automobile in less than thirty-three months, with a workforce of only 700 people. Today Chrysler’s research and development division can deliver a new car in less than two years. Auto makers envision that within less than a decade, they will be able to build and deliver custom-made, defect-free cars in only three days.
18

In 1986, the average development time for a new pharmaceutical product was ten years. The new generation of information-rich biotechnology-based pharmaceuticals is being developed and readied for market in four to seven years. At the same time, the useful life of pharmaceutical products is declining. For example, injectable cephalosporins for bacterial infections were introduced into the market in the mid 1960s. Twelve years later, sales of the second generation of this product surpassed the first. Sales of the fourth generation of the product, however, eclipsed the third generation in less than a year.
19

Electromechanical products like typewriters, electrical switches, and automotive subsystem controls used to last for decades in the market. Their successors now have an average life span of less than three to five years before being overtaken by newer versions and models. Workstations used to last for a decade or more. Now their life span is less than twenty-four months.
20

Japanese electronic companies’ consumer products now average a mere three-month life cycle. Sony introduced a staggering 5,000 new products in 1995.
21 The dizzying proliferation of new products with shorter life spans led Microsoft’s chief technology officer, Nathan Myhrvold, to quip, “No matter how good your product, you are only eighteen months away from failure.”
22 Staying ahead of the competition often means competing against yourself. Intel, for example, works on three generations of chips concurrently. While one chip is still in production, a second generation of chips is being readied for production and a third generation is being designed.
23 The Honeywell corporation has slashed its product development time by 60 percent while reducing its labor hours by 5 to 10 percent. Xerox has cut its product development time by 50 percent.
24

Sun Microsystems chief technology officer Eric Schmidt says that research and development is now measured in “web weeks.” He estimates that 20 percent of the knowledge generated inside his company becomes obsolete within less than a year.
25 Wim Roelandts, chief of Hewlett-Packard’s computer systems organization, observes that most of his company’s revenues are derived from products that didn’t exist a year ago.
26 Even more traditional consumer items, which used to create long-term customer loyalty, are falling by the wayside. More than 90 percent of Miller Brewing Company’s revenue comes from new beers that didn’t exist even two years ago.
27

According to futurists Alvin and Heidi Toffler, “Economies of speed replace economies of scale” in the new hypercompetitive marketplace.
28 Being first to market allows companies to command higher prices and profit margins. Even a few months of lead time over competitors can mean the difference between success and failure. The faster a product goes to market, the longer its life span. By reducing research and development time, the firm extends the product’s duration in the market, allowing the company to recoup its investment and hopefully turn a profit before the product becomes obsolete.

Of course, the narrowing of product life cycles has its counterpart in the shorter attention spans of consumers. With thousands of new products whizzing in and out of the marketplace at an ever quickening pace, it’s only natural to expect a quickening of consumer impatience and a narrowing of consumer attention as well. The interval between desire and gratification is quickly approaching simultaneity as consumers come to expect a greater array of novel products and services at near breakneck speed. Today, consumers all along the line, including end-use consumers, barely have time to experience a new technology, product, or service before its upgraded successor becomes available. In this kind of hypercommercial environment, the very idea of ownership seems a bit out of place. Why assume ownership of a technology or product that’s likely to be outdated even before it’s paid for? In the new network economy, short-term access to goods and services—in the form of leases, rentals, and the like—becomes an increasingly attractive alternative to purchase and long-term ownership.

Shorter process and product life cycles and the increasing costs of sophisticated high-tech research and development—as well as the additional marketing costs involved in the launch of new product lines—have led many firms to come together to share strategic information as well as to pool resources and share costs as a way both to stay ahead of the game and to ensure against losses in an increasingly mercurial, volatile, and fast-paced cyberspace economy. Sharing the losses of failed processes and technologies provides a kind of collective insurance, allowing all the players to stay in the game.

A network economy differs substantially, then, from both traditional markets and hierarchical organizations. Walter Powell, director of the Social and Behavioral Sciences Research Institute of the University of Arizona, points out that market transactions generally prevail when the exchange itself is simple, direct, and nonrepetitive in nature and brings with it few transaction-specific investments. In markets, little trust is required between sellers and buyers. Rather, legally binding contracts ensure that the transfer of the product will be honored or that the promise of service will be rendered. Market transactions are fleeting encounters generally devoid of future commitments. They reflect Adam Smith’s notion of self-interested parties trying to exact maximum advantage in a competitive and often antagonistic setting.

More complex exchanges generally favor hierarchical structures of organization. Servicing extended geographic markets with mass-produced goods requires greater control of inputs and tighter coordination of production processes and distribution mechanisms. Formal hierarchies, with clear divisions of authority, allow information to flow up the chain of command and decision making to flow down the line with the minimum of disruptions. Hierarchical organizations work best in periods of steady and stable markets but are woefully inadequate in periods of flux. Their administrative procedures are far too rigid to adjust to rapid changes in market conditions.

Networks, on the other hand, are far more flexible and better suited to the volatile nature of the new global economy. Cooperation and team approaches to problem solving allow the partners to respond more quickly to changes in the external environment. While the players give up a degree of autonomy and sovereignty, the spontaneity and creativity that flow from network-based collaboration give them a collective edge in the new, more demanding high-tech economy. Because networks involve complex channels of communications, diverse perspectives, parallel processing of information, continuous feedback, and reward thinking “outside the box,” the players are more likely to make new connections, generate new ideas, create new scenarios, and implement new action plans in what is becoming a hypercommercial environment. Time Warner’s Walter Isaacson captured the significance of the shift in the capitalist organization when he observed that “the old establishment was a club. The new establishment is a network.”
29

The Hollywood Organizational Model

The Hollywood culture industries have had a long experience with network-based approaches to organization and, for that reason, are fast becoming the prototype for the reorganization of the rest of the capitalist system along network lines. To begin with, the entertainment industry has to deal with the risks that accompany products with a truncated life cycle. Each film is a unique experience that has to find a quick audience if the production company is to recoup its investment, making a network approach to doing business a matter of necessity.

That’s not always been the case, however. The early film industry relied on the kind of “Fordist” manufacturing principles that were in vogue across a wide range of industries in the 1920s. So-called “formula” films were produced like automobiles coming off an assembly line. One of the pioneers of the field, the Universal Film Manufacturing Company, produced more than 250 films in a single year. In the early years, films were actually sold by the foot rather than by content, reflecting the bias toward a mass-production mode of operation.
30

By the early 1930s, a handful of studio giants—including Warner Brothers, Paramount, Metro-Goldwyn-Mayer, and Twentieth Century Fox—controlled the film industry. Their organizations were hierarchically structured and designed to oversee and regulate every aspect of the production process, from scripts to distribution. Professor Michael Storper of the University of California at Los Angeles School of Public Policy and Social Research explains how the system operated.


The major studios had permanent staffs of writers and production planners who were assigned to produce formula scripts in volume and push them through the production system. Production crews and stars were assembled in teams charged with making as many as thirty films per year. Studios had large departments to make sets, operate sound stages and film labs, and carry out marketing and distribution. A product would move from department to department in assembly-line fashion. . . . The internal organization—or technical division of labor—in each phase of the labor process became increasingly similar to that of true mass production, where routinization and task fragmentation were the guiding principles.
31



In 1944, the big studios earned 73 percent of all domestic cinema rentals and owned or leased 4,424 theaters, or nearly one out of every four movie houses in the country. Moviegoing peaked in 1946, with more than 90 million tickets sold per week.
32

In the late 1940s and early 1950s, the film industry was hit with two external shocks that forced it to reorganize along the network baselines currently in practice. The U.S. Supreme Court—in a landmark antitrust case—forced the major studios to divest themselves of their cinema chains. No longer able to exercise control over the end user at the box office, film companies saw their revenues decline. The advent of television further cut into film company profits. Millions of former moviegoers preferred to stay home and be entertained for free. Box office receipts fell by 40 percent between 1946 and 1956, and the film audience declined by 50 percent. The gross revenues of the ten leading film companies declined by 26 percent, and profit declined by 50 percent.
33

Faced with increasing competition from the new medium of television, the film industry responded by changing their approach to filmmaking. Realizing they couldn’t successfully compete with a free medium pumping out similar formulaic cultural products, the studio leaders began to experiment with making fewer, more entertaining films, each a unique product that could vie for viewer attention. The new films were called “spectaculars”—later “blockbusters”—and they moved the film industry from mass production to customized production oriented toward creating a “movie experience” each time the moviegoer walked into the theater.

The new genre of films was more elaborate and expensive, and because each film was a unique product and therefore untested in the marketplace, large sums of money had to be invested in advertising and promotion. In short, the increasing cost involved in making fewer, more differentiated films brought with it greater financial risks and less sure returns on investments.

The network system of film production emerged in the 1950s partially in response to the need to bring together diverse talent to each unique film project and to pool risks in case any one product failed at the box office. The studio giants began to contract out for talent and services on a project-to-project basis. Independent production companies, made up of artisans and artists formerly under contract at the big studios, began to proliferate. Today, the remaining studio giants rarely produce films in-house. Instead, they act as financial investors, providing seed money to independent producers in return for the right to distribute the end product at movie houses and later on television and video.

Every film production brings together a team of specialized production companies and independent contractors, each with its own expertise, along with the talent. Together, the parties constitute a short-lived network enterprise whose life span will be limited to the duration of the project. Scripting, casting, set design, cinematography, costuming, sound mixing and mastering, editing, and film processing all are done by independent agents working in temporary partnership with an independent production company. By assembling expertise from a number of specialized companies, producers can find exactly the right combination of skills needed to make the specific film project a success. Independent contractors, in turn, minimize their risks by engaging in a number of projects simultaneously across industry lines. It’s not unusual for a special-effects company, for example, to be working in several temporary networks at once, performing specialized tasks on any given day on a film, in a television commercial, or on location at a live stage event. At the same time, overall labor costs are kept at a minimum by utilizing skills on an “as needed” basis or by contract for the completion of specific services. From 1979 to 1995, the number of entertainment-related films tripled in Southern California. Most of the firms in the film industry, however, employ fewer than ten people.
34 Independent production companies, which produced only 28 percent of all U.S. films in 1960, were making 58 percent of the films just two decades later, while the majors were producing fewer than 31 percent of the films.
35

It should be emphasized, however, that although the network approach to commercial organization has brought an increasing number of smaller firms into the industry, the major studios and entertainment companies still exercise control over much of the process by their abilities to partially finance production and to control distribution of the product. In fact, film industry analysts Asu Aksoy and Kevin Robins make the point that vertical disintegration and the shift to network forms of organization were consciously pursued goals to allow the studio giants to better generate product while minimizing financial risks. The key to maintaining effective control over the industry, say Aksoy and Robins, has always revolved around controlling access to the distribution channels.


By holding on to their power as national and international distribution networks, the majors were able to use their financial muscle to dominate the film business and to squeeze or to use the independent production companies.
36



Robins and Aksoy contend that industry statistics are often misleading. Despite the fact that independent film companies produce the bulk of new films, the majors still reap most of the profit. In 1990, for example, the top five companies earned 69.7 percent of the box office returns.
37 The network approach to organizing commerce—as we will see repeatedly throughout the book—allows the biggest transnational companies to rid themselves of physical plants, equipment, and talent by creating strategic relationships with suppliers to produce content. In a world of increasing competition, more diversified products and services, and shorter product life cycles, companies stay on top by controlling finance and distribution channels while pushing off onto smaller entities the burdens of ownership and management of physical assets.

The Hollywood network approach to commercial organization is leading the way toward a new network-based economy in cyberspace, just as General Motors’ hierarchical form of organization did at the onset of the second industrial revolution in the 1920s. In an article entitled “Why Every Business Will Be Like Show Business” in Inc. magazine, Joel Kotkin writes:


Hollywood [has mutated] from an industry of classic huge vertically integrated corporations into the world’s best example of a network economy. . . . Eventually, every knowledge-intensive industry will end up in the same flattened atomized state. Hollywood just has gotten there first.
38



The Hollywood organizational model is quickly being adopted by a number of the cutting-edge industries of the twenty-first century. Andy Grove, former chairman of Intel, compares the software industry to the theater, where directors, actors, musicians, writers, technicians, and financial backers are brought together for a brief moment of time to create a new production. Even though the number of successes are few and far between, says Grove, the process also creates smash hits.
39 In his book Jamming: The Art and Discipline of Business Creativity, John Kao of the Harvard Business School urges CEOs to integrate the Hollywood network model into their long-term strategic plans. “You need to act like today’s version of a Hollywood studio,” says Kao.
40

In the new network-based economy, Max Weber’s idea of “organization” as a relatively fixed structure with set rules and procedures begins to disintegrate. In the fast-changing world of electronic commerce, enterprises have to be far more protean in nature, able to change shape and form at a moment’s notice to accommodate new economic conditions. In geographic markets, structure still counts. In cyberspace, however, boundaries fall and process replaces structure as the standard operating procedure for survival. Organization becomes as ephemeral and fleeting as the electronic medium in which business is conducted.

Management consultant Tom Peters aptly describes the new network approach to commerce. In the future, says Peters, “networks of bits and pieces of companies will come together to exploit a market opportunity, perhaps stay together for a couple of years (though changing shape, dramatically, several times in the process), then dissolve, never to exist again in the same form.”
41

Everywhere in the world, companies large and small are in a frenzied scramble to become part of expanding commercial networks. In the Age of Access, a company’s biggest concern is not being included in the commercial webs and relationships that create economic opportunities. Having access to networks is becoming as important in cyberspace commerce as enjoying market advantage was in the industrial era. Being left out of the loop can mean instant failure in this new world of ever changing alliances.

A final point needs to be made about the Hollywood organizational model that is too often glossed over or missed altogether in discussions of management strategies. It’s no mere coincidence that other industries try to model the way the entertainment industry is organized. The cultural industries—including the recording industry, the arts, television, and radio—commodify, package, and market experiences as opposed to physical products or services. Their stock and trade is selling short-term access to simulated worlds and altered states of consciousness. The fact is, they are an ideal organizational model for a global economy that is metamorphosing from commodifying goods and services to commodifying cultural experience itself.

In cyberspace, the relationships between suppliers and users increasingly resemble the kinds of relationships that the culture industries have forged with audiences over the years. We are entering a more cerebral period of capitalism whose product is access to time and mind. The manufacture and transfer of physical goods between sellers and buyers (property), while still part of our day-to-day reality, especially in geographically based markets, will continue to migrate to the second tier of economic activity. The first tier will increasingly be made up of the selling and buying of human experiences. The movie industry is the front-runner in a new era in which each consumer’s life experience will be commodified and transformed into an unending series of theatrical moments, dramatic events, and personal transformations. As the rest of the economy begins to make the shift from geographic markets to cyberspace and from selling goods and services to commodifying whole areas of human experiences, the Hollywood studio model of organization will increasingly be looked to as a standard for organizing commercial activity.
42



Chapter Three



The Weightless Economy

The physical economy is shrinking. If the industrial era was characterized by the amassing of physical capital and property, the new era prizes intangible forms of power bound up in bundles of information and intellectual assets. The fact is, physical products, which for so long were a measure of wealth in the industrial world, are dematerializing.

In October 1996, Alan Greenspan, the chairman of the Federal Reserve Board, took note of a powerful change taking place in the U.S. and global economies—their increasing weightlessness. New, lighter construction materials, miniaturization, the substitution of information for physical content, and the expanding role of services all are contributing to a shrinkage in the physicality of economic output. He observed that “while the weight of current economic output is probably only modestly higher than it was half a century ago, value added adjusted for price change has risen well over threefold.”
1 According to the Organization for Economic Cooperation and Development, the average weight of a real dollar of U.S. exports halved between 1990 and 1996.
2

In her book, The Weightless World, Diane Coyle reminds us that until recently, nations measured exports against imports based on sheer weight. Incredibly, the British government was still using weight to measure the value of exports versus imports as late as 1985. Even computer imports were being assessed by weight. Today the idea of measuring the value of computers based on weight would be considered daffy, when a birthday greeting card with a microchip contains more computer power than existed in the whole world in 1945.

Computers are among the countless physical items that are dematerializing and heading toward weightlessness. We need only recall that the original IBM personal computer, introduced in 1981, weighed 44.3 pounds. A 1995 Macintosh Power Book 5300C, by contrast, weighs a mere 6.2 pounds and has more than 500 times more brainpower.
3 Or consider the fact that a few pounds of fiber-optic cable has more transmission capability than a ton of copper.
4

Shrinking Real Estate

Products aren’t the only things dematerializing in the new weightless world of electronic commerce. Real estate also is shrinking. Companies have introduced a spate of new innovative designs to better accommodate the more open network type of organizational structure. In offices, private space is disappearing. The idea of enclosed industrial offices walled off from fellow workers went well with a hierarchical form of corporate organization. In a network environment, however, private space gives over to social space. Project teams working together, continually sharing information, knowledge, and expertise, require open areas that encourage face-to-face communication. In the new office setting, possession of private space and the ability to exclude others—hallmarks of an ownership mentality—are anathema to the corporate mission. In the Age of Access, a premium is placed on having immediate and open-ended access to colleagues.

Many companies have designed the new office space to encourage networking within the company. At Procter and Gamble’s new facility north of Cincinnati, members of teams work together in open cubicles—sometimes called “harbors.” Files are on wheels to allow for greater mobility. Special meeting rooms and large areas are strategically placed to facilitate brainstorming sessions. Even the corridors have been made wider and have couches to encourage “pickup” conversation. J. P. Jones, Procter and Gamble’s research and development vice president for over-the-counter health-care products, says the network approach to open spaces will likely result in a 20 to 30 percent gain in productivity because “data sharing is immediate, and higher-quality decisions are made faster.”
5

Management also is implementing other ideas to reduce office space. Many companies like IBM have literally eliminated personal desk space altogether and sent their employees packing. Workers are given cell phones and laptops and encouraged to spend their time more efficiently working out of their homes or in their clients’ offices. IBM and other companies also have introduced hoteling. Employees can reserve workstations, offices, or meeting rooms by calling ahead. Some hoteling operations run like real hotels. At Ernst and Young’s Washington office, a concierge is always on duty to “take care of guests.” Upon arrival, employees will find their names on the doors, and files and any supplies they might have requested on their desks. Their phone numbers have been forwarded, and digitized photos of their children or spouses are there to greet them on the computer screens.
6 IBM now has more than 20,000 sales and service personnel around the country who use shared offices in a hoteling arrangement. A study published in the Harvard Business Review found that by shifting to hoteling, closing down unutilized offices, and moving to less expensive locations, IBM has saved $1.4 billion in its real estate expenses.
7

The dematerialization of office space is being hurried along also by the shift from paper files to electronic storage. Although the paperless office is not yet in sight, forecasters predict that more than 50 percent of all data will be electronically stored by the year 2005.
8

Finally, companies continue to flatten their organizational structures and replace blue- and white-collar workers with intelligent technologies, reducing both their workforces and their real-estate needs. A British study suggests that physical facilities will shrink by at least 25 percent in the coming years as firms make the transitions to electronic commerce and to a network approach to organizational activity.
9

Just-in-Time Inventory

Physical assets, in the form of property, are shrinking or disappearing altogether at every stage and in every corner of the capitalist system. Take, for example, inventory. Companies used to have giant warehouses stocked with material goods. Now, electronic scanners at the point of sale transmit instant up-to-the-moment information on reorders to suppliers, who then manufacture the products in hours or days and deliver them directly to the retailers, bypassing the warehouses altogether.

Using electronic data to monitor and track consumers and production schedules, GE has been able to create a state-of-the-art just-in-time inventory process, saving the company the high cost of maintaining large inventories and warehouses to stock their product lines. Between 1987 and 1997, the company closed twenty-six of its thirty-four warehouses in the U.S. and replaced twenty-five customer-service centers with one central hub.
10

Japan’s National Bicycle Company has leaped ahead of just-in-time inventory with its customized made-to-order system. A customer can enter a retail showroom and, with the assistance of a computer-aided design system, be fitted to the size and shape of bicycle best suited to his physiology. The buyer can design his own bike by choosing among different types of brakes, chains, tires, and derailleurs. The information is electronically transmitted to the factory, where the made-to-order bicycle is manufactured, assembled, and shipped in less than three hours.
11 With made-to-order systems, inventory and warehouses are eliminated.

In May 1999, Universal Music, a unit of the Seagram company, and Sony Music Entertainment both announced that they would be distributing music online in digital form. Sony will use Microsoft’s Windows Media 4.0 to upload singles of some of its most popular recording artists, including Mariah Carey, Celine Dion, and Will Smith. According to Marketing Tracking International (MTI), a research consulting firm, digital distribution of music over the Internet will exceed $4 billion and account for more than 8 percent of all recorded music sold in the world by the year 2004. By the year 2010, MTI projects that more than 20 percent of all music sold will be by way of digital distribution over the Internet.
12

Digital distribution of music to consumers, via the Internet, allows recording companies to do away with suppliers, warehouses, inventories, distributors, and shippers, saving on the costs of handling a physical version of the recording. The electronic transmission of music products is still another example of the new weightless capitalism that is emerging in the cyberspace economy.

Electronic commerce is growing even faster than its most ardent supporters had predicted.
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