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    Book Abstract


    The digital economy – computers teamed with communication networks – has the potential to transform almost every consumer and business activity. These changes are having the effect of forcing organizations to amend notions and practices about the nature of competition, the process by which wealth is created and even the nature of the firm itself.


    In short, the digital economy changes every assumption ever made in business. It is also allowing completely new commercial entities – like e-business communities which use the digital economy to conduct commercial transactions and collaborate to create new wealth – to flourish and grow like never before. And it is forcing established firms to enter into partnerships and alliances with entirely different and disparate business entities.


    The common themes of the digital economy include:


    
      	An increase in the knowledge content of every product and service.


      	An emphasis on immediacy – nonstop real time commerce – as the driver of the digital economy.


      	A need to participate in the creation and exploitation of new markets – both business-to-business and business-to-consumer.


      	A sector-less economy where historical market segmentation no longer is applicable.


      	The disintermediation of traditional service providers, and the emergence of others.


      	The reinvention of learning as a lifetime activity rather than a campus centric activity.


      	The need for a logistical network to exist in parallel with the digital economy if it is to move forward.


      	The morphing of the Internet to a system that is robust, reliable and as simple to use as a telephone.

    


    Clearly, the digital economy open enormous possibilities and opportunities. The challenge lies in turning the possible into the probable and then into the actual.


    Important Note About This Ebook


    This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.


    Summary of Blueprint to the Digital Economy (Don Tapscott, Alex Lowy, David Ticoll)


    Part 1


    The New Rules of Competition in the Internet Era


    Main Idea


    The Internet is having a major impact on the way business is conducted in five specific ways:


    
      	E-business communities are evolving in which firms, suppliers and customers work together to create added value.


      	Businesses are using the Internet to learn and envision what they need to do in the future rather than simply reacting to market transformations as they emerge.


      	Immediacy – the ability of organizations to combine specialist knowledge resources with speed of execution to produce dramatic performance improvements – is the driving force of the Internet economy.


      	Co-evolution – the partnering of many organizations making complementary adaptations – lies at the heart of new wealth creation.


      	Sustainable Internet business models depend far more on the organizational structure and human resources of the firm than on short-term and unsustainable market valuations.

    


    Supporting Ideas


    E-business communities are evolving in which firms, suppliers & customers collaborate to create added value.


    Throughout history, whenever new information technologies have become available, they have caused changes to occur in the way business organizes itself. The same is true in the Internet era. Specifically, four types of e-business communities (EBCs) are emerging:


    
      	Open Market – A self-organizing EBC where anyone can buy or sell goods without restriction. The low entry barriers generally means the ability to create substantial added value is limited, and being in the right place at the right time with the right product offering becomes of paramount importance.


      	Aggregation – An EBC in which one company (Wal-Mart or America Online, for example) positions itself as an intermediary between producers and consumers. Added value is again limited, with volume becoming important.


      	Alliance – This type of EBC has a leader who proposes an idea or suggestion on how to meet customer expectations and create added value. Producers then work in with the standards suggested by the leader. Customers have the assurance what they are buying is vouched for by someone they trust. Examples: Visa International, the Java Alliance


      	Value Chain – The key focus for a value-chain EBC is on optimization of a business process to create operational efficiencies or added value. Again, this EBC will have a leader (Cisco Systems, for example) who will work with producers to leverage the added value it can create and deliver to customers.

    


    The best business strategy to use in any specific situation will be EBC-specific. In fact, many digital business strategies are focused exclusively on attempting to influence the transition process from one type of EBC to another.


    Businesses are using the Internet to learn and envision what they need to do in the future rather than simply reacting to market transformations as they emerge.


    Since businesses cannot be certain what the future holds, the optimum approach is clearly to develop a robust ability to respond quickly to changes in consumer tastes and demands.


    Any organization interacts with its customers in two ways:


    
      	It makes offers to them – a “make-and-sell” strategy.


      	It responds to requests from them – “sense-and-respond”.
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    The Internet is forcing the traditional make-and-sell style firms (airlines, automotive) to move more towards sense-and-respond style firms (consultants, outsourcers, designers). Smart companies are anticipating these changes through the use of scenario planning. This strategic planning system:


    
      	Develops four alternative scenarios for the future – two of which use the make-and-sell strategy and two of which use the sense-and-respond strategy.


      	Catalogues what the steps would be between present reality and that scenario being realized.


      	Analyzes how best the firm should respond if that scenario evolves in reality.

    


    By doing this:


    
      	Decision makers become attuned to change indicators.


      	Risks and rewards can be carefully evaluated.


      	The firm can be proactive in moving towards its future.


      	Ideas can be tested against external sources of expertise.

    


    Immediacy – the ability of organizations to combine specialist knowledge resources with speed of execution to produce dramatic performance improvements – is the driving force of the Internet economy.


    The most profound business transformations driven by the network economy are:


    
      	The greatest rewards go to those organizations that can sense and respond to change most rapidly.


      	In the information age, collective knowledge of an organization – information that has been put into a meaningful context – is the most valuable asset.

    


    The most successful companies of this era will combine speed with knowledge to improve performance by:


    
      	Developing internal systems to allow knowledge to be shared.


      	Effectively managing intellectual capital assets.


      	Encouraging and facilitating ongoing learning by employees.

    


    Ultimately, the goal of any firm should be to find smart ways to use technology combined with human judgment to accelerate and improve strategic abilities. In essence, that approach attempts to use technology to amplify the impact of the knowledge reserves held by the firm. For example:


    
      	Data mining can extract themes from huge chunks of raw data.


      	Digital knowledge repositories can be developed.


      	Online communication can be used to help people collaborate.

    


    Most importantly, however, is the need for balance. Speed and knowledge must work in unison for a sustainable competitive advantage to be achieved and maintained. That is the key underlying dynamic of the network economy.


    Co-evolution – the partnering of many organizations making complementary adaptations – lies at the heart of the creation of new wealth.


    Businesses have traditionally grown by setting up new divisions that focus on core markets and core operations. As new markets were entered, new divisions were added to the corporate structure. The only problem is this approach ignores potential new markets, which are always outside the line of vision.


    In the Internet economy, an ecosystem approach is needed. That is, companies must gather data about emerging business opportunities and become intimately involved in the creation of all the various elements required to allow that market to emerge and ultimately served.


    To do this, ecosystem based companies:


    
      	Integrate business development functions from right throughout the organization so that the ecosystem can be shaped, nurtured and led.


      	Draw on resources from outside the organization itself in order to give other parties a stake in the new market.


      	Actively encourage other parties to contribute to and even control various aspects of the emerging business ecosystem.


      	Are often actively involved in shaping numerous ecosystems, rather than limiting involvement to just one key area of historical focus.

    


    The existence of the Internet, and its corresponding ability to allow cooperation, competition and coevolution to take place in real time, presents special opportunities for business ecosystems to develop. Net-aware business executives now understand that designing a business organization simply to exert administrative control is counterproductive. In the new world of business, businesses can literally be configured in whichever way will best contribute to long-term success.


    Sustainable Internet business models depend far more on the organizational structure and human resources of the firm than on short-term , unsustainable market valuations.


    All firms must ultimately cross an organizational chasm that separates an informal start-up from a sustainable organization if they are to prosper and grow in value over the longer-term.


    There are seven key leverage points in crossing that organizational chasm:


    
      	The business must be vision-driven and value-based. That provides consistency in direction and the benchmarks by which progress will be measured.


      	There must be an ability to develop and market new product prototypes quickly – and to scale them up rapidly if market demand requires it.


      	The internal systems – strategies, programs and tools by which added-value is created – must be aligned with the firm’s vision, with each other and with the environment in which the firm does business.


      	A technology infrastructure must be put in place by which the organization can continue to learn and continue to imbed additional information in its new product offerings – even if there is a turnover of key staff.


      	A clear delineation must emerge between what the company will manage internally and what will be outsourced – in order for strong e-business partnerships that deliver value to both parties to be entered into and grown.


      	The business must be headed up by a leader that has skills appropriate to the organization’s scale, and who can provide reflective and exemplary leadership, even in business environments that are highly ambiguous. (The best business leaders make the business entity the hero, not themselves.)


      	The way the organization is described – including the terminology used for job titles and the organizational chart – will impact on whether the firm considers itself a digital business enterprise or a traditional business entity.

    


    Every business age has always evolved towards one organizational form that is best aligned with the way wealth is created in that age. In the digital economy era, the key business characteristics seem to be:


    
      	A flexible and responsive organization.


      	Decision making that is distributed rather than centralized.


      	A multifunctional team based approach to business.


      	An appreciation of the need for ongoing learning.

    


    Key Thoughts


    “Clearly, the first 40 years of the computing revolution have been preamble. Much greater change lies just ahead. The marriage of computers and communication networks is transforming most aspects of business and consumer activities. Organizations face enormous changes, many occurring simultaneously.”


    – Don Tapscott


    “The Net changes what is possible. It opens up new horizons for what is economically and practically feasible. The costs of information and coordination are dropping. More than ever we are in a position to create wealth by adding knowledge to each product at each step.”


    – Riel Miller


    “Actions in the present are the one and only way to make the future.”


    – Peter Drucker


    “We may not be able to predict the future, but we can help make it happen. To do so, we must have a rough idea in mind of what the future could be like, along with an understanding of the assumptions that underlie all the alternatives.”


    – Vincent P. Barabba, General Manager Corporate Strategy and Knowledge Development, General Motors


    “The message of change is perfectly plain. Companies will ruthlessly review their basic premises – and stand ready to jettison them – or they will become exhibits in the Museum of Corporate Dinosaurs.”


    – Alvin Toffler


    “Knowledge is key. Members of ecosystem companies must learn to scan the environment for new species of business activities. They must develop the insight required to combine these into systems of complementary relationships. And the new corporate managers must access the health and well-being of the various economic ecosystems in which their firm participates, in order to use its resources to effectively foster innovation and growth. There are rich opportunities available to firms who learn – ahead of others – how to function in the new mode.”


    – James Moore, GeoPartners research


    Part 2


    How the Internet is Transforming Industries


    Main Idea


    The digital economy is causing major industry realignments, with entire sectors of the economy merging together and evolving into new, hybrid business arrangements.


    Supporting Ideas


    Case Study #1 – Banks and Financial Services


    The digital economy means that the nature of banking is evolving rapidly:
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    The entire nature of banking is evolving in response to the availability of new technology as banks:


    
      	Start competing against non-traditional competitors.


      	Reorganize for global rather than geographical markets.


      	Search for new ways to provide even greater benefits.


      	Focus on information products rather than transactions.

    


    Case Study #2 – Publishing


    While the publishing industry may seem the most threatened by the digital economy, it also has an unprecedented opportunity to leverage itself into an even better position within the dynamics of the Internet business environment.


    The key dynamics of that transition are:


    
      	Moving from an emphasis on the number of people reached to providing valuable services instead.


      	Allowing the consumer to select what content they would like to access rather than having an editor decide for them.


      	Updating information offerings continuously rather than keeping to deadlines and cut-off times.


      	Context – as shown by the number of associated links – is more important than content when delivered electronically.


      	Gathering information about the consumer is becoming more important than gathering information for them.


      	Publishers are positioning themselves to become gateways to digital communities of people with similar interests.


      	Readership is becoming globalized – without physical boundaries – and specialized by subject matter.


      	Publishers earn trust and authority online by either capitalizing on an existing brand or establishing a new brand.


      	Publishers turn information into knowledge and create meaning by providing a contextual framework.

    


    Case Study #3 – Imaging


    Since images can be captured, manipulated and transmitted electronically, at first glance it would appear the digital economy may render film obsolete. However, that scenario ignores the fact a huge amount of information can be stored very cost-effectively in film format rather than digital format.


    Therefore, it is more likely a hybrid model will emerge where:


    
      	Images get committed to film first.


      	Images are then manipulated and distributed electronically.

    


    This would apply in all of the three main uses of images:


    
      	For information purposes.


      	For the retention of memories and personal sharing.


      	For entertainment purposes.

    


    Therefore, companies like Kodak are:


    
      	Actively establishing new industry standards.


      	Licensing proprietary technology to digital equipment makers.


      	Developing consumer solutions that provide greater benefits.

    


    Clearly, digital cameras will replace conventional cameras for some applications, although conventional cameras will remain the choice of most consumers into the foreseeable future.


    Case Study #4 – Education


    Many people regard traditional education as being irrelevant to their learning needs. That fact, combined with the ability of the Internet to provide a low-cost digital learning infrastructure, means that a major rethink of higher education is underway.


    Interestingly, the Internet also delivers other benefits:


    
      	Learning can be undertaken at any time and anywhere.


      	Learning is completely location independent.


      	Exercises, demonstrations and simulations can be used.


      	Course costs can be minimal.


      	Students can collaborate and learn together.

    


    In the digital economy, it is envisaged a global learning infrastructure will emerge – a global menu of educational services built around common standards and focused on student and society’s needs.


    This global learning infrastructure:


    
      	Will be module based, allowing maximum flexibility.


      	Will use open standards of delivery and use.


      	Will be accessible by everyone without restriction.


      	Will be of the highest possible quality everywhere.


      	Will be responsive to evolving real-world needs.


      	Will deliver substantial cost benefits and savings.

    


    The key challenges in the development of the global learning infrastructure are:


    
      	Facilitating the management of education providers.


      	Establishing an industry and technical standards.


      	Encouraging public debate around social impact.


      	The establishment of new educational providers.


      	Establishing the ongoing role of government.


      	Managing the transition from real to electronic assets.


      	The development of new core competencies.

        “Emerging digital technology, especially the Internet, is ideally suited to meet the new learning needs by enabling a digital learning infrastructure. But such an infrastructure offers more than just education-as-usual on the Internet. It offers a set of extraordinary new tools: self-paced multimedia modules that deliver leading pedagogy, in-depth outcome assessments and online interaction with students and teachers that facilitates continuous feedback and improvement.”


        – Carol Twigg, Educom

      

    


    Case Study #5 – Customer Empowerment


    The digital economy is shifting the balance of power from the seller to the buyer as buyers become more selective, better informed and better empowered to use tools effectively to evaluate the options available. As a result, capturing and retaining consumer attention becomes the key challenge.


    Consumers, therefore, are placed in a favorable position where they can control how they appear to advertisers – possible even using software to project a chosen digital persona or other intermediary to sellers. Software developers that offer products which increase customer empowerment are assured of a huge market.


    From a hardware perspective, the most significant commercial opportunity of the digital economy must be to develop information appliances that are simpler and more intuitive to use – like the telephone or a television set. Once those types of appliances are available, a critical mass of customers will rapidly buy and use them.


    There are actually three business model scenarios for customer empowerment:


    
      	Consumers will acquire the software and appliances they want to use to establish agents or digital persona of their choice.


      	Service providers may emerge who would provide consumers with the ability to create and maintain personas and agents, independent of the type of appliances they use. Perhaps these service providers will focus on specific areas.


      	Customers may forge even stronger digital relationships with trusted suppliers. The value proposition may be so strong the consumer would feel comfortable limiting choices to whatever their trusted suppliers choose to make available.

    


    In the digital economy of the future, all three business models – or some hybrid combination of them – are likely to be used.


    Case Study #6 – Logistics


    The physical delivery of goods and sometimes services sold in the digital economy is an issue that demands careful attention and deliberate action. Success in the digital economy will require an organization to be just as efficient from a logistical viewpoint in delivering the goods and services sold electronically.


    In short, the Internet holds the potential to change the way people conduct commerce with each other. Sales information and orders can be moved around the world at the speed of light. However, the full benefits of electronic commerce can only be realized if an efficient physical delivery network is also in place.


    Ideally, information should be replacing the need for inventory, and an “integrated logistics” approach will be taken incorporating:


    
      	Lower costs to both producers and consumers.


      	The elimination of steps that do not add value.


      	Greater convenience through direct delivery of goods.


      	More customer choice available via customization.


      	The ability to track shipments in real time.

        “Mastery of logistics is as vital to success in the digital economy as it was to the extraordinary success of the Roman Empire.”


        – Fred Smith, CEO, FDX Corporation


        “To succeed in Internet commerce, we believe a company has to be as effective in the physical world as they are in the electronic arena.”


        – Dennis Jones, Federal Express

      

    


    Part 3


    The Key Challenges Facing an Internet Enterprise


    Main Idea


    The main challenge facing a digital business is to find the best infrastructure, enabling technologies and applications. There are several themes along which this search can be conducted:


    
      	The conceptual model of how computing will take place in the Information Era.


      	The need to bring partners, suppliers and customers on board to serve them better.


      	The viewpoint that the digital network literally is your business as web-tone replaces the dial-tone.


      	The challenge of building online communities that are better than actually being there in person.


      	The need to build better user interfaces and implementation models.

    


    Supporting Ideas


    The conceptual model of how computing will take place in the Information Era.


    The information age really didn’t begin with the invention of the transistor or even the invention of the computer. In fact, it will only begin in earnest when access to any information becomes low in cost and simple enough for anyone to obtain it. Access to the Internet through a PC does not yet meet that criteria, since less than 3-percent of the world’s population use computers.


    The solution is network computing, where anyone can access the information network using inexpensive devices that are as simple to operate as a telephone or TV set – combined with access through PCs and other devices like Network Computers.


    In the network computing model, anyone anywhere can create and store files, exchange information and swap information with anyone else on the network using simple and intuitive common software. Data and applications reside on large “server” computers while all that is required at the user end is a network connection and the ability to browse Web pages.


    In the final analysis, network computing builds on the premise that from a personal point of view, your own data and your ability to manipulate that data as required is far more valuable to you than the technology used to gather and store that information. Therefore, network computing focuses on the data perspective rather than getting caught up in a battle over which type of technology is better than another for getting that data assembled in the first place.


    Network computing will, of necessity, be operating system independent, hardware independent and application independent. In short, network computing will be sufficiently robust that it will handle and encompass any possible operating system, piece of hardware or application. A vast number of specialized and generalized information appliances will also become part of the network. The technical, political


    

    

    

    

    

    

    

    

    
      	Centralized control of the flow of information.


      	Reduced the time required to develop new business solutions


      	Provided significant cost savings and tangible benefits

    


    

    

    

    

    

    

    

    

    

    
      	Worldwide deregulation and increasing competition in the telecommunications industry. Where once there was a complex maze of technical, political and economic restrictions, network providers today can compete anywhere in the world’s existing infrastructure. Global competition will allow even more network service providers to emerge, while driving charges lower and lower.


      	Telecommunications technology (including wireless) is steadily increasing in power while simultaneously decreasing in cost. Bandwidth was once a scarce commodity – today it is steadily becoming cheaper while processing capacities continue to climb. Telecommunications advances are matching computer processing power advances, where exponential growth has been achieved. In practice, the cost of transmitting data is halving about every three years.


      	Consumer demand for Internet access is forging ahead – doubling, in fact, every 12-months. This is the key driver in the growing world appetite for more bandwidth. In parallel, intranets are also growing at an accelerating pace – with a new intranet being created every 4-minutes.

    


    

    

    

    

    

    

    
      	Because people meet in cyberspace, they may be more interested in meeting in person. Cyber communities may increase rather than decrease travel.


      	Due to the fact people can belong to various cyber communities without forgoing ties to physical locations, real-life communities may be strengthened. People may feel less need to go out and see the world.


      	Real communities could be supported and enhanced by offering digital versions of themselves.

    


    

    

    

    

    

    

    

    
      	Explicit information only can be delivered, while implied messages and non-verbal messages are ignored.


      	Everything is reduced to a monotone – differentiation and thus true meaning is lost.


      	Since only what appears on the screen is available, context and subtle meanings can be lost. The lack of peripheral vision in this context limits true communication and the building of understanding.


      	Information that is formatted to communicate well in one medium (like print) may look and appear confusing and unattractive when conveyed in digital format.


      	Current technology engages only the sight and to a limited degree sound, while ignoring other sensory inputs like touch, feel and smell.


      	Continuing an ongoing train of thought while being presented with a series of snapshots can be a challenge. The central line of thought can be obscured, introducing confusion.


      	When information is reduced to common denominators, clues that convey additional information can be lost. That causes questions to arise as to applicability in real-world situations.


      	Digital design is still at an early stage of development, and lacks the sophistication of expression found in other communication mediums.


      	The narrowness of what is available digitally discourages creativity and free-thought association into other related fields. Creativity is limited and restrained.


      	When all these biases act together, they can create a destabilizing effect which makes people frustrated and exhausted as they try to sort through the digital landscape.

    


    

    

    

    

    

    

    

    

    Main Idea


    

    
      	How will the existence of a digital economy change the way governments carry out their functions?


      	How should the digital economy itself be regulated?

    


    

    Supporting Ideas


    

    

    
      	Maintaining national security.


      	Providing personal security through a law and order structure.


      	Providing basic utility infrastructure.


      	Enforcing commercial law.


      	Maintaining public health and safety.


      	Ensuring access to education is readily available.


      	Promoting and encouraging economic development.


      	Providing assistance in the case of disaster relief.


      	Encouraging research and development.


      	Protecting the environment for future generations.
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