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Premise

o Incumbent orqganizational models —-
those dependent on inefficiencies
and that use hierarchies and borders
to manage resources to meet market
demand and social needs -- are
being replaced bv PLATFORMS.

o Cavealt - new phvsws



Platforms

o PLATFORMS are emerging skructures that
lower the interaction costs for meeting
demand/meeds with networked resources

o Platforms come in different flavors:
connection platforms, creation platforms,
shaping vaﬁforms (YTHE AP? ECONOMY )

o Platforms are subject to network effects
and conform to power law distributions



Network effects

o Value of a F’-’LQ&‘{:O'FM to a user is
dependent on the humber of other
wsers

3 One nebworlke with 2x users has more
value Fhan bwo nebworkes wikth x users

o Resulks U "wihner kalkke all" ocublcome



Power Laws

o Platforms/metworks exhibit non-
random scale-free diskributions
(growth + preferential attraction)

o "first mover advantage” and the "rich
get richer" (V¥o:20 > 99:1)

o The more freedom (less friction) the
greater the inequality of outcome
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Random vs. scale-free networks
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Scale-free
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"Scale-free”

o Ranking versus categorization
o No characteristic node

o "averaqge” has no useful meaning



91% of Americans self-
Ed@.h&bfj as middle class

Visualizing Economics t www.visualizingeconomics.com
Making the Invisible Hand Visible T w more examples

3 2005 United States
Income Distribution (Bottom 98%)

Each M equals 500,000 households

112,363,000 M households below $250,000

Median Average (Mean)
$46,326 $63,344

e e ———————

0% 40% &  60% #& 80% M g
less than  less than less than e than
$36,000 $57,660 $91,705 $250,000
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JAKE WOBEGON

In old Lake Wobeqon: "all the women
were STRONG, all the wen were G0O0D-
LOOKING:, and all the children were
ABOVE average.”
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JAKE WOBEGON

Bub in the new economy: "MOST of the
women are WEAK, the men UGLY, and
the children BELOW average.”



The AFF’ | .conomy

Distribution of Revenue

Next 19%

. Bottom 80%

Mean >$£3,000, median <600, cost >$15-30k



Inktervenkions

o Requlate "freedom”
- Constrain degree (deny winners)
- Encourage attraction (pick winners)

- Damper attraction (punish winhers)

o Rediskribute the spoits



Skeewiness
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