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Hard to pin down product attributes 

and distribution that melts into air... 

Music and games

Structure

ïWhat conditions do invisible products 

face?

ïWhat strategies can we see?

ïDoes geography matter anymore?



What conditions do they face?

1. Limitless substitution

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

üConsumers 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. 



2. Constant substitution - The act of 

substitution is deeply rooted in our tastesé 

tastes that are highly linked into ever changing 

socio-spatial desires and processesé we 

constantly evolve and change our tastes... This 

means we are constantly looking for substitutes 

What conditions do they face?



What conditions do they face?

3. New competitors - Low barriers to 

entry, low marginal costs and 

lowering trade barriers mean constant 

new entrants.

4. Mooreôs Law ïdigital markets are 

deflationary and prices fall (and 

products become obsolete)



ÅFirms/economic actors cannot build strategies on 
the assumption that their IPôs level of 
inventiveness, creativity or innovation will be 
enough to secure commercial success, create 
value, or generate revenue 

ÅPricing dilemmas: how do you price and earn 

when music/games are too expensive to be free, 

too free to be expensive?

Implications for digital markets?



Å2 options remain:

1. Limit consumersô ability to find substitutes for 
the firmsô IP: e.g. legal action, DRM

2. Monopolistic/Chamberlinian competition: 
Establish differentiated positions in the 
marketplace with the aim of convincing 
consumers that substitutes do not existé



Strategies?

ÅBuild contact with the customer

ÅBuild flexibility and adaptable 

revenue streams



Consumer (users as well as buyers) focus

ÅThink about how you connect 

with your consumers (off/online)

ÅFind the most loyal and vocal 

ones 

ÅShowcase products and provide 

with ñreasons to buyò

ÅGive them options, indulge their 

info-lust and their desire to 

participate



Create a deep link to 

consumers/fans/people

Star Wars ï

Movies grossed $4 billion

Merchandise $15 billion

Married couples...



Once a link (a monopolistic position) 

has been made ask yourself:

üWhat revenue streams and 

innovations can you use? 

üWhat sector are you in?



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? 

Pokémon

Å Computer games

Å Anime series

Å Films

Å Manga

Å Soundtracks

Å Trading cards

Å Planes; 2 theme 
parks; toys...

http://en.wikipedia.org/wiki/File:DP01_011_Palkia.jpg
http://en.wikipedia.org/wiki/File:Pok%C3%A9mon_Battle_Revolution_Coverart.png
http://en.wikipedia.org/wiki/File:Pok%C3%A9mon_2BA_Master.jpg
http://upload.wikimedia.org/wikipedia/commons/3/3a/Expo_2005_Sasashima_Satellite_Studio_De%EF%BD%A5La%EF%BD%A5Fantasia03.jpg
http://upload.wikimedia.org/wikipedia/en/4/4a/All_Nippon_Airways_Boeing_747-400_yellow_pokemon.jpg


Are you only in the record business? 



I thought he said he was 

from a geography 

department??



Where is the cloud? 

ÅDigitally distributed products move 

easily

ÅDigitally distributed networks of 

consumers who are often (but not 

always) far away

Does geography matter anymore? Do 

clouds have borders?



Consumers are rooted ïthey 

are somewhere specific


