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			Book Abstract

			MAIN IDEA

			Until now, big businesses have held the upper hand in the gathering of information about consumers. These companies have, in turn, generated sizable revenues through selling this information on to other third parties – telemarketers, database marketers and direct marketing companies. To add insult to injury, not only do the consumers themselves miss out on a share of these revenues but they are then bombarded with a host of marketing materials.

			The advent of a digital network in the form of the Internet shifts the balance of power back to the consumer. For the first time in history, the consumer will be able to hire an agent– in the form of an “information intermediary” or an “infomediary” – to manage the collection and sale of personal information. The direct result is that the consumer rather than the data aggregator will then be able to share in the added-value created by the sale of that personal information.

			On a broader scale, however, the infomediary will also have several other key advantages for consumers. They will give the consumers an effective, collective voice in negotiations with commercial entities, securing discounts and other financial advantages. Infomediaries will also, through becoming more and more educated on the preferences of the consumers, empower consumers to become more efficient. They will offer highly selective marketing services linked to key trigger events. the result – consumers will receive marketing that is relevant, timely and applicable to their needs rather than being subject to the current blanket the entire market style of product advertising and promotion.

			And the final advantage. Infomediaries will achieve all this while protecting your personal privacy to the utmost.

			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 Net Worth (John Hagel III, Marc Singer)

			Section 1: The Infomediary Business Opportunity

			Main Idea

			In an information based economy, specific information about the preferences and future requirements of consumers becomes a very valuable commodity – even more so as the size of the database increases. Yet consumers still require confidentiality, and don’t want to deal with companies that will disseminate their confidential details for commercial purposes.

			This creates a business opportunity for an infomediary – someone who will compile a significant amount of information about consumers, and who will then use that information to generate revenues from organizations that want to tailor their product offerings for specific market segments.

			In essence, an infomediary will gather information about consumers, organize that information, sell it to the highest bidder and pay consumers a return for their participation.

			Supporting Ideas

			Many companies presently study their existing customers intensely to try and decipher buying patterns – in other words, they study the customers they do have to try and understand how to reach more of the potential customers they don’t have. And often, when companies gather this type of information, they then sell it to third parties – generating revenue for the information gatherer but nothing for the consumer who provided the information in the first place.

			The infomediary business concept approaches this situation from the opposite direction. The key elements are:

			
					The infomediary is a third party trusted by the consumer and acting on his behalf as an agent.

					The infomediary will aggregate similar information from a large number of consumers.

					All information gathered will be kept confidential, and only the aggregate results will be sold.

					Whenever the aggregated information is sold, the revenues (minus the agent’s per-determined commission) will be paid to the consumers who provided the information in the first place rather than to the data aggregator.

			

			What are the advantages to consumers?

			
					They will be paid for providing information about themselves.

					Their confidentiality will be maintained.

					They will be provided with detailed information about products and services of interest – thus reducing their costs of researching and buying future products and services.

					They will be provided with the names and addresses of where they can buy their products and services at the lowest possible price free of charge.

					They will be shielded from the direct marketing intrusions from vendors without losing the ability to be alerted whenever a new product or service of interest becomes available.

			

			The advantages to the vendors are:

			
					They will obtain unprecedented access to consumers who are predisposed to doing business with them – substantially lower their costs of customer acquisition.

					They will be able to segments broader markets into tightly focused niche markets easily and variably.

					They will have access to detailed market research information which will assist in the development of new product and service offerings.

			

			The best analogy for an infomediary is the typical agent for film, stage and television actors. Good agents know their client’s talents, and search out appropriate employment opportunities for them. The agents then receive a commission on the added-value they’ve created.

			Similarly, an infomediary is an agent for the consumer in their role as a consumer. They pool information about the wants, needs, preferences, disposable income, etc. of a large number of consumers and then go to the best vendors with a pool of qualified prospects. In this way, an infomediary can negotiate a favorable bulk price with preferred vendors on behalf of the entire group.

			In the early 1990s, a number of promising software agents were under development – “information agents”, “knowbots”, “infobots” and “netbots” – which were intended to crawl all over the Internet searching out the best prices for specific products. They were intended to be automatic comparison shoppers. The only problem is that in the real world, there is a lack of common standards. The only product feature these software agents were able to compare was price – they couldn’t factor in how additional features affected the price. Therefore, they could identify which offering was the cheapest, but not which one offered the best value.

			In general, infomediaries will play three broad roles on behalf of their clients:

			
					They will provide viable privacy mechanisms.An infomediary’s top priority will be to stop vendors capturing any information about its clients. It will do this by:
	Providing an infomediary issued e-mail address.

	Providing an infomediary issued credit card.

	Providing an ability to visit Web sites anonymously.


They will provide detailed profiling tools to help consumers capture their own information systematically.


					A customer profile is an informational portrait. It can actually be built up by loading infomediary supplied software which will observe and record which Web sites the consumer visits, what kind of content they download and what purchases they ultimately make.Clearly, consumers will only provide this information if they are confident in the integrity and confidentiality of the infomediary itself – to a similar standard, perhaps, as lawyer – client privilege.


					They will provide a range of services to maximize the commercial value of the information gathered.To generate revenues from the consumer profiles gathered (which in turn will flow on as revenues to the consumers who provided the information in the first place), infomediaries might:
	Provide filtering services blocking unwanted marketing.

	Provide consumers with assistance in buying products.

	Sell any consumer willingness to receive advertisements.

	Act as an anonymous online purchaser for consumers.

	Sell information about vendors.




			

			Part of the added-value created by infomediaries may be paid as cash payments to consumers, but the larger portion will be realized in the form of broader selection, better prices and a reduction in transaction costs.

			The most promising markets in which an infomediary business is likely to be able to be successfully developed are those with these characteristics:

			
					Market inefficiencies which cause both consumers and vendors to incur higher costs than necessary.

					Markets which have high search and distribution costs.

					Markets where customers have difficulty in definitively determining the actual market price for a product or service.

					Markets where the profitability of a new client to a vendor varies dramatically from client to client.

					Markets for products and services that have a high information content.

					Markets where remote purchasing (via the Internet) can be easily and repetitively carried out.

			

			The largest markets for potential infomediary business are:

			
					Housing	Owned dwellings

	Rented dwellings

	Telephone

	Electricity




					Transportation	Vehicle purchases

	Vehicle insurance




					Health Care	Medical services

	Health insurance

	Miscellaneous




					Financial Services	Pensions and social security

	Miscellaneous services




					Lifestyle	Household furnishings & equipment

	Personal care products

	Reading and education

	Tobacco products and smoking

	Apparel




					Travel & Entertainment	Ticketing and reservations

	Special events




			

			The key challenges in building a business as an infomediary are:

			
					To build trust and credibility with consumers – otherwise nobody will provide any detailed and confidential information.

					To start with an existing set of customer relationships and profiles around which to base operations – since starting a new database from scratch would be prohibitively expensive.

					Sophisticated marketing skills and an ability to develop cost-effective marketing programs.

			

			It appears likely, therefore, that infomediaries will emerge as strategic alliances between traditional companies (with existing customers databases and sufficient funding) and Internet companies (who can manage risks and move quickly to respond to emerging and changing requirements).

			Key Thoughts

			“Capturing information about customers and using it for commercial purposes is hardly a new idea. Entire industries have been built on this activity. But the infomediary should not be confused with other businesses that trade in customer information. Traditional direct-marketing companies typically own the marketing data in their databases and build their business on buying and selling this information to third parties. Credit bureaus focus on helping vendors and lenders reduce credit risk, rather than helping customers get better deals on products or loans. In contrast, infomediaries do not sell or even own the customer profiles they manage; they act as custodians or agents on behalf of their clients. In this role, infomediaries must act aggressively to represent the interests of their clients and help them optimize the value they receive from vendors.”

			– John Hagel III and Marc Singer

			“Working with an infomediary will create advantages for both vendors and consumers. This will set in motion a powerful virtuous cycle: the more value vendors learn to deliver to customers in return for access to information, the more willing infomediaries’ clients will be to let them have that access. And the more access vendors have, the more value they will be able to deliver, and so on.”

			– John Hagel III and Marc Singer

			“The right culture and mindset will be required to build an infomediary business. Infomediaries will need strong leaders, a risk-taking attitude, sustained paranoia, the ability to move quickly and a capacity for rapid innovation. These “softer” cultural attributes will persuade other businesses to join the “webs” organized by infomediaries, as well as the ability to influence the perception of risk by other participants. Bold, fast-moving and innovative infomediaries will reduce perceived risk and thus magnify the impact of the economic incentives the infomediary creates. The best candidates will combine the capabilities of a smaller, entrepreneurial company with the deep skills and assets of a larger, well established company.”

			– John Hagel III and Marc Singer

			“Vendors will also benefit, as infomediaries assemble information profiles of their clients. For the first time, marketers will be able to answer some long-elusive questions about consumers in a cost-effective manner:

			- Who are the most attractive consumers?

			- When are these consumers in the market?

			- Where can marketers reach these consumers?

			- What do marketers need to offer to win their business?

			With today’s information, even the most skilled marketers receive at best a 5-percent response rate to their direct-mail or telemarketing efforts. (A response rate of 2-percent or lower is much nearer the norm.) As a result, marketers spend 20 or more times trying to convert prospects to customers than they would had they perfect information. The cost to acquire customers is therefore 20 times higher than it should be.

			Most marketers are unable to get the information they need about target customers until after they’ve already purchased. Worse yet, much of the customer information they do have – even from the best sources – is riddled with inaccuracies.”

			– John Hagel III and Marc Singer

			“Technology seers have for years forecast the arrival of a frictionless economy. “Frictionless”, in this case, means an economy free of interaction costs, or what economists call “transaction costs”. McKinsey research shows that interaction costs at the economy wide level represent more than a third of the U.S. GDP. In less-developed economies, interaction costs are even higher. Thanks to information technology and other factors, interaction costs are indeed falling rapidly. Consumers, however, have not fully benefited. In some markets, consumers have profited form lower prices as margin gets pulled out of the distribution channel. But few if any of these new intermediaries have focused on the costs consumer incur as they search for and buy products.”

			– John Hagel III and Marc Singer

			Section 2: The Three Stages of Evolution of an Infomediary Business

			Main Idea

			Building an infomediary business will require a coherent 3-stage sequential process:

			
					Stage 1: Build client database	Acquire a critical mass of customer profiles.

	Offer basic agent and filtering services.

	Focus initially on large ticket items, complex products and targeted niches where acquisition costs are high and significant cost savings can be delivered to customers.




					Stage 2: Develop standards and commence marketing information to vendors	Deepen customer profiles and begin to market customer information to vendors.

	Offer enhanced agent and filtering services, supplemented by first generation targeted marketing services.

	In addition to large ticket items, broaden product range to include replenishment products – small ticket, frequent purchase items.




					Stage 3: Find innovative ways to further leverage profiles to create more added value	Use the profile database in new and innovative ways to create additional business revenues.

	Offer next-generation agent services, filtering services, targeted marketing services, purchaser services and market research services.

	As well as large ticket items and replenishment products, add impulse purchase items which may be large- or small-ticket, infrequent discretionary purchases.




			

			The rewards for successfully building an infomediary business may be quite significant. The economic model suggests:

			
					Each household which provides an information profile for the database may receive annual benefits of around $1,400.

					An infomediary may generate around $700 million in revenue by its fifth year of operations, growing to more than $4.8 billion by year 10.

					A company with $4.8 billion in annual revenues would attract a market valuation well in excess of $20 billion.

					To build the critical mass of around 16 million household profiles will probably require start-up expenditure of more than $200 million.

			

			Supporting Ideas

			Stage 1: Build client database

			The central challenge in Stage 1 is to build the database of detailed customer profiles. The four basic types of information required are:

			
					Descriptive data – demographics, contact details, etc.

					Transaction history – past purchases

					Preferences – of media and product or service features

					Trigger events – key upcoming events for future purchases

			

			Clearly, consumers will not supply this information unless they trust the infomediary, its ability to maintain confidentiality and the promise of economic benefits to be realized at some time in the future.

			As the customer database increases, a virtuous cycle will begin commencing momentum from the infomediary’s perspective. This will be the result of:

			
					Network effect – as more customers store profiles with an infomediary, the value of the entire collection is enhanced.

					Amortization effect – as more customers join, the fixed costs are spread over a larger base, reducing each proportionately.

					Learning effect – results in lower operating costs as the company learns how to attract new clients more efficiently.

			

			Due to the fact early entrants in the infomediary business will maintain significant competitive advantages over later entrants, a company which can enter the infomediary field with an existing database of client profiles and then follow an aggressive growth strategy will provide significant disincentives for later market entry. This should favor established companies over start-ups.

			The key management challenge in this stage is to establish trust. A new infomediary with no track record (and hardly any customers) will have a hard time convincing consumers they can be entrusted with confidential information. If the infomediary has been established as an alliance with an existing company, there may be a transfer of trust to some degree, but over the longer-term, trust must be earned.

			In this stage, the infomediary should focus on providing simple agent services – assistance with purchasing large ticket or complex items cost effectively. Success in saving money in this area would establish credibility – which will strengthen the trust relationship. The infomediary should not carry out targeted marketing, since the risk of alienating those initial customers would be too great. Rather, the absence of any follow-up marketing should be an integral aspect of the infomediary approach.

			The infomediary could, however, start to provide information on complementary products and services. This would be perceived as adding value to the initial transaction if carefully structured so as to be non-intrusive.

			In this way, the infomediary is beginning to build a transactional database as well. This will enable the infomediary to anticipate future needs at later stages of development of the business. It will also enable the infomediary to begin to gather more detailed information for other applications.

			Stage 2: Develop standards and commence marketing information to vendors

			By stage 2, the infomediary has a large enough database that it can now offer something of value to vendors – targeted marketing services based on consumer preferences and consumer permission as to the number of marketing offers they receive and the vendors involved.

			At this stage, the infomediary is also in a strong position to build an economic web around a standard format for the exchange of data with vendors. An “economic web” is formed whenever a group of companies collaborate together to develop a common standard. If the infomediary can get a number of vendors to agree on a standard format in which the data will be supplied, there will be a strong incentive for additional vendors to comply with the same format – thereby defining a data exchange standard which will be independent of any one vendor’s internal processing preferences. It is in the infomediary’s interests to foster the establishment of just such a standard to introduce operating efficiencies at later stages of growth.

			If the infomediary can supply sufficiently compelling economic incentives to vendors and other parties, adoption of the new standard will be accelerated. Ideally, the infomediary can then use these economic webs to establish a “beachhead” – an entry point into the targeted marketing broader marketplace.

			The sale of the marketing information to vendors is also an important distinguishing characteristic. The infomediary does not try and manage the order processing or fulfillment functions itself – it can contract third-party companies who specialize in those functions and who have the benefits derived from economies of scale to handle those functions. The infomediary, instead, focuses on the unique area in which the greatest amount of added-value will be created – namely, in getting to know its consumers better and better.

			To provide consumers with sufficient incentives, the infomediary will also begin to expand the services offered to consumers. This can be achieved by offering enhanced and improved agent and filtering services. The infomediary will also need to ensure consumers receive marketing offers that are perceived as valuable rather than intrusive from the consumer’s perspective.

			Instead of just handling large-ticket purchases, the infomediary will now offer to provide assistance with the purchase of low-cost, frequent purchase items.

			In this stage, the infomediary is really starting to get to know its consumers more clearly. The insights emerging during Stage 2 will provide the foundation on which the company will move forward. The law of increasing returns again applies here as a virtuous cycle develops momentum – the better the infomediary knows its consumers, the more information it has. The more

			
			
			
			
					Detailed transaction histories

					Detailed information on product preferences

					Detailed profiles of the Web sites visited and interests

					Valuable information on future trigger events
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					A customer relationship business responsible for finding new customers, developing a relationship with them, seeking to understand their needs in more detail and tailoring a range of products and services to meet those needs.

					A product innovation and commercialization business that develops new products and services and brings them to a market ready stage.

					An infrastructure management business that handles all the logistical and operational requirements of the day to day business operations.

			

			
			
			
			
			
					Transition or Migration.

					Mergers or acquisitions.

					Divestiture.

			

			
			
			
			
			
			
			
			
					Save vendors having to tell consumers who they are.

					Secure shelf space which may be limited.

			

			
			
					Assure customers the vendors know their needs.

					Provide a promise the vendor can tailor products to the needs.

					Promise a saving in time as the vendor knows them better.

			

			
			
			
			
					Instead of trying to reach out to people, vendors will focus on drawing people to their services and products.

					Vendors will focus more on assisting consumers to extract the maximum added-value from their products and services, rather than solely on selling more.

					Vendors will work with other parties to develop packages of products that precisely match the needs and requirements of individual consumers, rather than expecting consumers to change to meet their bundles.

			

			
			
			
					An increase in information transparency for consumers.

					An increase in consumer influence over commercial practices.

					An increase in consumer influence over government and public policy.
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