CiND

Centre for Research
UPPSALA

on Innovation and
UNIVERSITET Industrial Dynamics

Prof. Dominic Power

Uppsala University, Sweden
dominic.power@kultgeog.uu.se

December 2009
MTC

Invisible Products T Invisible Industries?

Om den digitala affarsvarldens trender och strategier
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Hard to pin down product attributes
and distribution that melts into air...
Music and games

Structure

I What conditions do invisible products
face?

I What strategies can we see”?
I Does geography matter anymore?
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oversrer — VWhat conditions do they face?

1. Limitless substitution

U Substitution and abundance: readily available
pirated IP; close copies; wide variety of similar
alternatives; completely other product
segments.

I Consumers are faced with endless substitutes
In each product category whilst their
expectations - for quality, service, delivery
channel/mechanism, symbolic status,
aesthetics, etc. - are just as likely set by actors
and experiences outside of the particular
category in question.
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What conditions do they face?

Constant substitution - The act of
substitution is deeply rooted in our tastese
tastes that are highly linked into ever changing
socio-spatial desires and processese we
constantly evolve and change our tastes... This
means we are constantly looking for substitutes




~vesrer VW Hat conditions do they face?

3. New competitors - Low barriers to
entry, low marginal costs and
lowering trade barriers mean constant
new entrants.

. Mo or e 0 & digitah markets are
deflationary and prices fall (and
products become obsolete)




st IMplications for digital markets?

A Firms/economic actors cannot build strategies on
the assumption that their
Inventiveness, creativity or innovation will be
enough to secure commercial success, create

value, or generate revenue

A Pricing dilemmas: how do you price and earn
when music/games are too expensive to be free,

too free to be expensive?
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A 2 options remain:

1. L1 mi t
t he f i

i
h

Monopolistic/Chamberlinian competition:

Establish differentiated positions in the
marketplace with the aim of convincing
consumers that substitu




nvesirer Strategles?

A Bui
A Bui

C

C

contact with the customer
flexibility and adaptable

revenue streams
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onversirer CONSUMET (users as well as buyers) focus

| A Think about how you connect
with your consumers (off/online)

A Find the most loyal and vocal
ones

A Showcase products and provide
with Nnreasons to

A Give them options, indulge their
e Info-lust and their desire to
e participate




Create a deep link to
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RS consumers/fans/people

Star Wars i

Movies grossed $4 billion
Merchandise $15 billion
Married couples...
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Once a link (a monopolistic position)
has been made ask yourself:

U What revenue streams and
Innovations can you use?

U What sector are you in?




~vesrer— MUltIple revenue streams

How many revenue streams can your code generate?

Boxed products: extend product lifespan through add-
ons and extras and special editions and back
catalogue bundles; merchandise; linked hardware (like
plastic guitars); in-game advertising;

Online products: Pay per game played; Service
sponsored by ads; Income from percentage fee for
trading tokens in the game; Pay per hour; Pay a
regular fee, a flat rate, each month or year; Pay for
extended services in the game; Pay a one-time fee
typically for downloading the software for playing.




Are you a computer games developer?
UI\LIJIE/PESI?SI;"IA}ET Pokémon

A Computer games

A Anime series

A Films

A Manga

A Soundtracks : rpE e _

A Trading cards Soomme o2 ERRERETINIONE Bocorb 0
A Planes; 2 theme i | ¢\ A

parks; toys...
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Are you only in the record business?

Replacing the stale smell of excess with
the sweet smell of success.,

Peter Townshend, who, like nine out of ten stars,

needs it. Face the music with Odorono,
the all-day deodorant that
trns persperation inlo inspiration.

This way to a cowboy's breakfast.
Daltrey rides again. Thinks: “Thanks to Heinz
Baked Beans every day is a super day™,
Those who know how many beans make five
get Heinz beans inside and outside at
every opportunity. Get saucy.
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-

| thought he said he was
from a geography
department??

~
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wversiter— \Ahere |s the cloud?

A Digitally distributed products move
easily

A Digitally distributed networks of

consumers who are often (but not
always) far away

Does geography matter anymore? Do
clouds have borders?




Consumers are rooted 1 they
wvesmer  Al€ somewhere specific




