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Are you Thomas Jefferson or John Hancock? Or both7




Data, the new universal law of consumer communities

in order to form a more perfect union...



The new consumer organization
Is an opposable thumb

From awareness to comparison, from
selection to purchasing, from after-sales
service to social sharing: all consumer
activities are at your fingertips.

Yet, most economic processes are
organized around the supply chain.

Consumer organizations shall be in
charge of organizing the demand chain [ . %45
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Consumers are no longer at the end of the physical supply
chain. They are the first step of the digital «demand chain»

2000-2019
eImpact on “Information asymmetries”
*New forms of disintermediation, e-commerce, price comparison
But:

eUnchanged market structure between supply and demand

> >l >4

2020-2030

eImpact on “Market Structure”
eNew forms of collaborative processes through data interoperability
And:

eDevelopment of digital ecosystems, new value-added activities



From Consumer Protection to Consumer Aggregation

« Since privacy is an economic good, then
Consumer Data should be treated as liquid
assets

« Consumer organisations as entrepreneurs of
customer data: making them accessible and
liquid

Consumer Data Consolidation within digital
ecosystems (fragmentation destroys value) SETIEYEST

- Data Cartolarization: tranching of data asset,
of data-driven CDOs (Collateralized Debt
Obligation)



Data Protection, Access, Sharing: why not «Exchange»?

« Shall we remain trapped in the polarity
between «Open Data» or «Private
Data»?

« Market efficiency and effective
competition supervision require
«Tradable Data»

« Towards a modern model of «Digital
Utilitarism»
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Linus’ blanket & Rule of Law: the basic functions for markets of data

 «Pacta sunt servanda»
« «Unicuique suumy

« Contract enforcement
* Property rights
« Smart Contracts
 Distributed Ledger
Technologies

» «Alterum non ledere»
 Remedy to market abuse?







Data is a new ‘“social
contract”

|OT/distributed multi-sensors

5G Networks

Al/ML & robotic process automation

Blockchain & Smart Contract (DLT)

Regulations (e-invoicing, GDPR/PSD2, FFNPD)

The Social
Contract

JEAN-JACQUES ROUSSEAU
I EARSLATED WITH A ."1. iNT ROPAFCT M BY

L.D. H. COLE




Not all GAFASs’ data look alike

Facebook leverages on data appropriation as
a tool for profiling, engagement and customer
lock-in

Google uses open data as a subsidy for selling
human attention to merchants

Apple promises to protect and NOT to use
personal data, as a differentiator to sell
premium hardware products

Amazon tracks your interests and listens to
your conversations via Alexa, but only to offer
you better deals...
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After all, you asked: «We want to be heard»
(OK, too much of a good thing...)




A “Data Broker Service” for consumers, businesses and institutions

Data Broker Service

1. Open Platform for Consumer Data
with ad-hoc licensing to third-parties
for demand-side efficiencies

2. Governing Body of Marketplaces
of Data-derivatives (for vouchering/
couponing/ consumer group
procurement, cybercurrencies, etc.)

3. Chamber of Automatic Arbitration
(through smart contracts) for
consumer protection
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OPAL: «Bring algorithms to data, not data to algorithms»

e

Circle of Trust for Data Sharing
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Figure 3: Circle of Trust for Data Sharing with a Data Provider as a proxy to the external world

C.A. Carnevale-Maffe
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Data access is reserved to «vetted algorithms»

S

Data S
Provider Core Identifier
for Alice

i

i Core Algorithms |

about Alice

Core Identifier for Alice

i

— Issuer: MyFinanceDataProvider.com
Subject Core Identifier: random987651234

Audience: Identity Providers only
Expiration: UTC-2020-01-01
Signature

L] Alice’s has Core Identifier
Ml | “random987651234"

Vetted Algorithms regarding Alice

Algorithm: Credit-Score-Algorithm-Q123
Issuer: MyFinanceDataProvider.com
Audience: Identity Providers only
Expiration:UTC-2020-01-01

Signature

Figure 4: The Data Provider in a Circle of Trust as the Issuer of Core Identifiers

C.A. Carnevale-Maffe
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«Separation of Trust»: Data Provider & Identity Provider are distinct

/E\ A Identity Provider obtains safe-
S : : answers about Alice from the
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Figure 5: The interaction of Data Providers and Identity Providers via core algorithms regarding a user
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Don’t: “Associate & Protect (ex post)”
Do: “Aggregate & Organize (ex ante)”

...CONSUMERS



USA: «club shopping» volumes have tripled

Grocery stores losing share of food-at-home market to warehouse clubs and supercenters

71.4
Grocery stores ea

9.8
Other food stores 16,0

[ Warehouse clubs and supercenters % . }

Mail order and home delivery g.o 1997
Nonfood stores and foodservice = g-g a0
; 2.6
Convenience stores w50
Mass merchandisers | %g

Direct sellers

1.1
0.8

Home production and Federal | o3
commodity donations | 0-2

0 10 20 30 40 50 60 70 80
Percent

Notes: Other food stores includes meat markets, fruit and vegetable markets, baked goods
stores, and fish and seafood markets. Nonfood stores and foodservice includes gas stations,
drug and health stores, department stores, variety and catalog stores, and miscellaneous stores.
Source: USDA, Economic Research Service, Food Expenditure Series.



”’Social-ised” shopping: when consumers
get organized not only ex post, but also ex ante

450ml users on Pinduoduo: connecting consumer preferences & manufacturers

Group Discovery / Buying Active Buyers, China P I n d u Od uo

Refer Friends to
Reduce Price

3
]
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We call it consumer-to-manufacturer, where we
understand the users' needs first & enable upstream
providers, be it farmers, manufacturers, etc. to
produce appropriate products for our users.
This is different from how the current system works,
where upsiream producers design, manufacture &
sell without necessarily being in tune with the
changing needs of their targeted users.

As we add more users to the network & also gain more data
points through their increasing interaction with our pfatform,
we can further refine our engine to deifver an even better user
experience that keeps up with our users' evolving preferences.

o U RES

Pinduoduo — G4:18 Eamnings Call, 319




“Reverse branding”: data-driven customer
relationship triggers upstream vertical integration

Omnichannel, touchpoint, proximity: when
digital players control (almost) all relational s
interfaces, the most likely effects are: {{ ;1

» Vertical integration, moving from retail
to production

amazon

* Product bundling, with strategic cross-
subsidy throughout different categories



The number of AmazonBasics products available on Amazon.com

1,500 products
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BUSINESS

TECH FINANCE POLITICS STRATEGY ' LIFE ALL PRIME INTELLIGENCE
INSIDER

Amazon changes prices on its products about every 10
minutes — here's how and why they do it

Neel Mehta, Parth Detroja, and Aditya Agashe, Contributors Aug. 10, 2018, 11:13 AM

Fipure L Price Change vaier Tioe Toe Sgsple o iieodh Pra Sl co Srmasiicesn
Eepir 1Y g Pk Bres Speea., Posd S WS e Cove o1 e Dorw 00 R A 2 LT

B Dn T, WRTIOR DU (R STy

L] !|_1___

| RER

W T e
T gyt s Il e i oag o o Shed ot Saky O e R DAL b prmodis Saees
sllgies of fhee dleie ol D e d oyl i o2 berd & Amiredm AR ECTE e

Courer. Dasairmmictoarse A m o



The most relevant impact of digital is not on
product volumes. It’s on consumer prices.

Figure 1: E-commerce Share of Retail Sales
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Source: U.S. Census Bureau (2018).
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PRICE INDEX
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The worst enemy of SuperMario

«FISH & CHIPS»
price index

= FAQ Fish Price Index
= Semiconductor Price Index

90 92 94 96 98 00 02 04 06 08 10 12 14 16
YEAR
SQURCE | FAQ Fish FPrice Index & (LS. Bureau of Labor Stalistics Producer Price Index
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Lost in Deflation (then): 10% more people online, 1% less inflation

«A study by Yi and Choi (2005) Individuals using the internet for ordering goods or services

% of individuals aged 16 to 74

finds that an annual increase by Buy or order for private use. Within the last 12 months before the survey. Manually typed ... more

1 percentage point in the share

of people using the internet
decreases the annual inflation & 52
rate in the range of 0.04-0.1 80 1 [ 80
percentage point. This outcome 1 W 2007 [ 72
is broadly in line with more 01— m2018 70
recent results published by 65 1 65
Lorenzani and Varga (2014) who 60 1 - 60
estimate the impact of online 55 1 l 55
purchases of goods and services 50 1 - 50
when examining the degree of 45 1 l l l l l l - 45
price competition. In this context, 40 1 L 40
they project the share of online 35 - I - = = = = = = = 1l 3s
purchases of goods and services 30 1 30
in the retail sector observed in 25 | . . - I = . I . . . l s
the year 2010 further up to 2015, 20 | H B s 1 | H H B 20
and estimate that such a 5 1 |} . = = . . . = . l | =
development could, overall, . B - B [l ] o
lower price increases in the retail o H BB R R B | B | B B BB B
sector in the EU27 as a whole by o B E B RN E NN RN .
0.1 percentage point each year ' ; : ' ; ; : ' ; ' ; j ;
between 2011 and 2015» 0% % 0% % o% 0% % 0T % %R % %%
(Source: ECB Economic Bulletin @ % A L S N °.‘€ %
Issue 2/2015) % L ¥

G, %




Lost in Deflation (now): DPI is more than 3% per year lower than CPI

Table 4: Average Annual Inflation Figure 2: Cumulative Inflation, DPI vs. CPI.

DPI CPI
Headline -1.6 -0.3 e -1
Recreation goods -6.1 -3.0 100 - 100
Household goods 4.8 -1.9 %
ICT 6.6 -3.7 S8 - 98
Food and beverages -0.9 03 E 96 — o6
Apparel -0.1 0.8
Other goods and services 0.8 17 94 — DPI =
Transportation accessories and parts -1.2 -0.4 85 g
Medicines and medical supplies 1.3 -0.2

[ L N B D e
Jan-14  Jul-14  Jan-15 Jul-15 Jan-16 Jul-16 Jan-17 Jul-17

Notes: Entries are percentage points per year in annual
average inflation for 2014-2017. Source: Authors’ calculation
using Adobe Analytics and BLS data.

Using a new dataset on e-commerce transactions in many categories Notes: For the 65 ELIs covered b}T the Adobe Digital Price Index {DPI}. Uses
of goods from Adobe Analytics, we calculated matched-model inflation - . . = ' .

and explored the importance of new products. Combining the two. the ~ CP1 Telative importance weights for each ELL Source: Authors’ calculations
true Adobe DPI inflation rate — adjusted for new goods — was more using Adobe A_na_lyﬁcs and BLS data.
than 3 percentage points per year lower than the CPI inflation rate for

the same categories from 2014—2017. Source: Austan D. Goolsbee and Peter J. Klenow, Internet Rising, Prices

Falling: Measuring Inflation in a World of E-Commerce», NBER, May 18, 2018



Online product turnover is worth 1.5-2.5% lower inflation per year

Figll[‘ﬁ 3: E[lt[y rate b}’ p[DdlICt revenue and pI’iCE Table 7: New Goods Bias Based on the Adobe Data
o=4 o=6
60% — Headline 3.5 2.1
Headline ex. Apparel 2.5 1.5
- o Apparel 7.3 4.4
G ~-eua e . il T Other goods and services 5.9 3.9
o T el Recreation goods 5.4 32
Ll ko 'h-

B50% — o e ICT 4.1 2.5
o - ° Household goods 0.9 0.5
Transportation accessories and parts 0.7 0.4
—— Revenue Food and beverages 0.4 0.2
—— Price Medicines and medical supplies 0.0 0.0

40% —

| | | | Notes: Entries are percentage points per year, averaged over 2014
2015 and 2015-2016. Source: Authors’ calculation using Adobe data.
1st 2nd 3rd 4th

«Entering products do tend to have significantly bigger market shares than outgoing
products in the Adobe data, even outside apparel. Table 7 presents estimates of new
goods bias in the Adobe online data. Even excluding apparel, the arrival of new goods is
equivalent to 1.5 to 2.5 percentage points lower inflation than what a matched-model

; would indicate. This is much higher than the 0.6% per year new product bias estimated
Notes: _Entry r&ties are for 2{”5_2015_' Prgdqcts e by the Boskin Commission, though that was for the CPI as a whole. The Adobe data
sorted into quartiles by revenue or price within ELIs. may cover items with larger-than-average new goods bias. Outside apparel, new goods
Source: Authors’ calculation using Adobe data. bias looks»

Quartile

Source: Austan D. Goolsbee and Peter J. Klenow, Internet Rising, Prices Falling:

Measuring Inflation in a World of E-Commerce», NBER, May 18, 2018



Argentina

Az Price index
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Don’t cry online,
Argentina

«The fact that the two measures of inflation
in diverge so dramatically will not surprise
anyone who knows the recent story of
statistics in Argentina. In February 2007,
the government intervened in the National
Institute of Statistics and Census (INDEC)
and fired the people responsible for
computing the consumer price index.»

Source: A. Cavallo and R. Rigobon, The Billion Prices
Project: Using Online Prices for Measurement and
Research, Journal of Economic Perspectives—Volume
30, Number 2—Spring 2016—Pages 151-178
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US Consumer Price Index around the Bankruptcy of Lehman Brothers

09/16 12/16
101 - |

Onlineg = = =——— CPI |

100

09

98

97

96

I I I
Jul-2008 Oc1-2008 Jan-2009 Apr-2009

Source: Authors using online price index computed by PriceStats and the Consumer Price Index from the
US Bureau of Labor Statistics.

Note: The figure highlights the events around the bankruptey of Lehman Brothers, the fourth-largest
investment bank in the United States, during September 2008.

Lies, damned lies,
statistics & CPI

«lt took more than two months after
Lehman's disaster for the official
Consumer Price Index numbers to reflect
the full impact on price levels. Two months
later, on December 16, 2008, the online
price index stopped falling and started to
increase once again. The Consumer Price
Index did not show this change in the trend
until the estimates for January were
published on February 20, 2009»

Source: A. Cavallo and R. Rigobon, The Billion Prices
Project: Using Online Prices for Measurement and
Research, Journal of Economic Perspectives—Volume
30, Number 2—Spring 2016—Pages 151-178
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Widening gap

Restaurants have steadily raised their tabs to cope with rising labor
costs, while the price of food at supermarkets has been falling lately.

Consumer price index, cumulative change

30% Food away
from home
25

20

15

10 Food at home

0
2008 109 110 11 112 13 118 115 [16 l17
Source: Labor Department THE WALL STREET JOURNAL.

Table service

Moderate inflation of
services

Quasi-deflation of
products



Technology & environmental trends are
transforming Food & Beverage in a (public) utility
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Economics of “intentions”

. Messages become Money

sy Tl
. Communications become INTENTION

Contracts E CONOMY

. Conversations become
Commerce

DOC SEARLS




A marketplace for “Behaviour Contracts” of future consumption

Consumerism goes from a Spot Market to an
exchange of Futures and “Behavioural
Derivatives”...

BEHAVIOR CONTRACT

1 proamise to v on these betand oa expectations

Chode 1 ol the followwing or creabe i owm

With the Great Stagnation, all products are O oA B ARG O RS

becoming “problematic”. el ey
Purchasing is therefore a derivative contract based . ?:";‘:*;1::::::'::‘":3“* o ovivetnet serdpiin
on future consumer’s intentions. @ Mimmueg e

phone, compssae. video

ey, i o hisidsy

Reward kst meeting theie especati o

The exchange is simple: a commitment of mid term
consumption for a greater efficiency, sustainability Commeancox ek s eecabons
and transparency of the supply chain




Hire your consumers, soon. Or corporate brands will.

Peer, Expert and Employee Voices Earn Advocacy for Your Brand

Relative increase in the likelihood that each type of spokesperson will drive advocacy
(regression analysis); data shown as an index

Index

Spokespeople in Customer or regular person
messages that

were noticed and Expert
drove brand advocacy

166

131

Company employee 120

Joumalist 105

CEO or other executive

©o
o

Celebnty

8

Model 73

Actor 20

Source: 2018 Edelman Eamed Brand: Mobile survey. This data is based on a logistic regression using Q14 Did the communication feature any of the following [spokespeople]
1o predict brand advocacy behavior Q73 What, if anything, do you intend to do {or have you done) as a result of seging this communication; Talk positively about the brand
with my friends or family OF Post a positive response, fike or reply to the communication. The indices represent the increase in likelihood of advocacy attributable 1o the
spokesperson indicated versus not having a spokesperson divided by the average increase in advocacy across all of the spokespeople tested. 8-market average.



News stories and social conversations become digital touchpoints

Engaged Attention Possible Across Channels

Percent who noticed each of the following types of brand communications,
among those who describe their attention as engaged

Paid Owned Social Mainstream Media
18%

A news story

Peers and journalists account for
45% of brand touchpoints

Source: 2018 Edelman Eamed Srand: Mobile survey. Q1. What was the communication you just noticed? O3, When you first encoantered the communication, how would
you describe the way it got your atiention? 8-market average, among the original invite sample whio describe their attention as engaged (Q301, Q3/3, or 03/4).



Trust becomes Data: social & distributed
Do you remember the Michelin Guide? @@
Today it takes “Five Stars” even to organize a political party... st ’

o ‘ advisor-

Certificate of Excellence >
2015 -2 | Restaurants i 3351‘:::22;9
016 Winner | 0 .
| Things to do > ﬁ_ﬂ_ﬁm
Ephesus Tours | Fights :
>

114“
»
[ et s !
.‘
|
| uForums
0000 B A
; Write a Review M’\P c;::\'LL E-MAIL || SAVE
= _

S1ephen Kauter Pesdeet ans CI0 Teddnce




Code is Law: start writing software, not legal claims

»Code is law. «

Lawrence Lessig
CODE, VERSION 2.0 (2006)

That holds-trueforgovemments as well: Mot only is code law, as Lessig famously put it — increasingly, law enforcement is being
encoded, offloaded into software and the infrastructure it operates on.
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Technology creates new institutions
And challenges the old ones

The Libra Association R Technor,

An independent
not-for-profit organization.

= 3
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If Customer is King, then Data is the New Money

Transactions by Payment Channel

Thinking of your past 10 everyday transactions, how many were made in each of the following ways?

Other Online |1 1:°-
Buy Buticns [N &=
Other Mobile Payments [ &
p—— PZP Transfer I 7
Digital Mobile Messenger Apps [ 7
Other In-App Payments [ 4=
QR Codes I 5
Smart Home Device ] 2%
Wearables | Contaciless ] 2%
Other JJ 2%




The real weight of Libra

Admission
Control

Consumer organizations _

' Virtual Execution
as clearing houses of Machine
transaction: taking part in
validation processes
«permission-based», but
well structured and Storage
transparent

FIGURE 1.1 LIFECYCLE OF A TRANSACTION



Take-away: key messages

1.

Digital technology is a powerful tool to organize
demand and support purchasing power of
consumers, including innovative models of
payment

The new name to consumer protection is
consumer aggregation: critical mass (of
information & intention) can be achieved only
via digital ecosystem

The future of consumers’ law is coding: shift your
focus from data to algorithms, from legal
litigations to platform development with
accountable corporations



A profile
carved in
digital stone

«The veil of Mary gives the
appearance of being translucent,
but in fact is carved of Carrara
marble»

«The Veiled Virgin»
(ca. 1850)

Giovanni Strazza (1818-1875)
Presentation Convent - Newfoundland




The
unbearable
lightness of
Google’s
hands

«The story of Proserpina was meant to
illustrate the changing of the seasons:
when Ceres welcomes her daughter back
in the spring the earth blossoms, and
when Proserpina must be returned to her
husband, Pluto, it withers»

"Rape of Proserpina»
Gian Lorenzo Bernini

(ca. 1621-1622) ,

Galleria Borghese - Rome
He was only 23 years old!




Innovation, like sculpture,
Is an art by “taking away”...

“Un’arte per via di levare”
Michelangelo Buonarroti

Michelangelo, St. Matthew, Galleria dell’Accademia, Florence (Italy)
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Arrivederci...

Prof. CarloAlberto Carnevale-Maffe
Bocconi University School of Management
Email: carloalberto.carnevale@sdabocconi.it

Twitter: @carloalberto




