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MAIN IDEA
Mark Twain once famously commented the reports of his demise were “greatly exaggerated”. In like fashion, nobody believes the
Internet “changes everything” anymore. The euphoria which suggested the Internet was going to rewrite every law of economics and
create a “New Economy” has now been largely superceded by a more rational realization the tried-and-true laws of economics will
still continue to apply in the digital marketplace just as they always have. What will need to change, however, are our expectations.

Thus, instead of abandoning established business strategies altogether, a better approach is to understand how these traditional
strategies will still apply in different circumstances. The Internet itself is not going to go away. It will remain an important and viable
aspect of business operations in the 21st century. The Internet will continue to generate many important and compelling new
business opportunities. To forecast how markets will evolve in the future, therefore, don’t look for the dramatic or revolutionary
changes forecast at the birth of the e-commerce frenzy. Instead, anticipate more evolutionary changes which build on the foundation
of the tried-and-true economic principles which have stood the tests of time – like supply-and-demand and economies of scale. After
all, these economic laws have proven to be robust enough to withstand the arrival of many new generations of technology before.
Therefore, it is folly to think the availability of a more efficient way to process and move information will have a dramatic effect. 

In the final analysis, technology cannot change the forces of economics which are not of anyone’s conscious creation.
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The Internet changes all the laws of
economics. It’s a whole new ball game.

The Hype The Reality

The Internet creates value by reducing
the cost of transmitting information.

There is a huge first mover advantage.
Internet markets are winner-takes-all.

The Hype The Reality

Internet markets are no more likely to
be winner-takes-all than any others.

Internet retailing has advantages that
will turn traditional retailers into relics.

The Hype The Reality

Only some markets will move to the
Internet. Others will remain the same.

The Internet creates value. Thus, you
have to be there to be profitable.

The Hype The Reality

Since entry barriers are low, Internet
retailers will have very low margins.

The broadcast TV business model
applies – advertising supports content.

The Hype The Reality

The magazine business model applies
– subscriptions support content.

The Internet is a threat to copyright
owners through unauthorized copying.

The Hype The Reality

The Internet offers highly efficient
distribution and should be harnessed.
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