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INFORMATION ECONOMY: A LOOK AT ITS FEATURES

Abstract

The article analyzes the development trends and characteristics of the information economy
that is being formed in the country according to the experience of developed countries. Based on the
given comparative analyses, the current situation in the field of information society and economy
formation in Azerbaijan is considered. The significant effects of qualified personnel developed in this
field on the country's economy have been determined. Some recommendations on improving and
protecting relevant data analysis in the chain of commercialization of scientific ideas in the context
of the innovation economy are given. In our modern era, a clear analysis of the stages of realization
of a new type of economic relations, where information acts as an important and main connecting
tool, between production and consumption relations, material and non-material production stages,
has been carried out.

The goal — is to examine the features of the developing information economy era and clarify
the ways of applying these innovations in the country's economy.

Methodology — economic and methodological studies were conducted.

The result of the research — is that for the application of the information economy in
Azerbaijan in modern times, it is important to form a technical base and involve qualified personnel
in this work.

Keywords — information economy, high-tech product, modern market economy

Introduction

Understanding the dynamics of information flow between networked systems, like the
Internet, is possible thanks to information economics. The information product is not really
consumed and can be copied and transmitted for next to nothing, which sets the information
market apart from traditional markets. Information providers need to reduce their
competition if they want to continue making money. For instance, data might be "versioned"
or merged with other data, or it might be sold for a site access price instead of a data access
cost. For information consumers, a modified version of Malthus's law states that while
people's attention spans will continue to be short, the exponential proliferation of information
will make it more and more costly to locate specific information. Additionally, because it is
inexpensive to produce low-quality content online, high-quality resources may eventually
be overtaken by low-quality content. While there may be short-term benefits to using
trustworthy online information portals or intelligent search engines,it is unclear if
information hunger can be permanently avoided (3).

The World Wide Web, an information space on the Internet that is constantly
expanding, appears to have limitless possibilities for information creation, archiving, and
sharing. It is more challenging to forecast the final usefulness or impact of specific
technological advancements on the Internet, even while it may be deceptive to emphasize
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their advantages. For instance, we are aware that any technology's ability to spread, be
accepted, and ultimately succeed depends as much on the nature of the technology as it does
on the social system in which it is included. Somewhat surprisingly, economics can shed
light on the dynamics of information flow within and among networked systems. Economic
models take into account not just the distinct technical benefits of one product over another,
but also the choices and inclinations of the users of the product. Information economics is a
specialized discipline that offers both theoretical and practical models for information
creation, dissemination, and utilization. Understanding how networks of people interact to
share information and the emergent characteristics of these relationships is another area of
study in information economics.

The primary features of information as an economic asset are outlined in this synopsis.
Starting with the creation of information, whether or not information is intended for
commercial purposes, those who publish information online must consider its economic
aspects. Additionally, this review demonstrates that the current expansion of information on
the Internet has important consequences for consumer access to information based on a basic
economic analysis (3).

Materials and metods

Any information that has a market value, like music, literature, or product design, is
considered an information good by economists. It is true that any digital data has the potential
to be a capital asset. There are numerous instances of the capital value of information in the
healthcare industry. However, there are several ways in which information goods differ from
conventional commercial goods, with intriguing ramifications for both producers and
consumers. Before you can understand what information is, you must experience it. It isn't
until you read the book or hear the music that you'll know if it's truly worth purchasing. On
the other hand, standard goods like batteries and oranges don't require pre-use because we
can rely on them to perform as expected. The example provided leads to the conclusion that,
in the contemporary era, consumer decision-making is significantly influenced by the
information economy. Information products can be inexpensively (and infinitely, if digitally
stored) duplicated, despite their typically high and fixed production costs. Although it costs
more to create a master copy of a book, movie, or soundtrack, copies are less expensive.
While the creation and upkeep of information on websites can be costly, copying that content
for users only costs pennies. The marginal costs of reproducing information goods are
minimal from an economic perspective. Digital data is never consumed because it can be
precisely duplicated. Additionally, unless we ask them to forget what they know, the
information owner can share it with others without losing it. This is not how normal goods,
like oranges, apples, and houses, behave. Thus, many information goods are not easily
subject to the laws of supply and demand that rely on the scarcity of products. Producers can
engage in destructive price wars, driving the consumer price all the way to zero, when
distribution costs are low and the product itself is inexpensive to replicate. Thus, information
can only command a fair market price in situations where it is shielded by a monopoly.

When free information distribution is the aim, this low-cost method of reproducing
and distributing information should be applauded. When the owner of the information tries
to make money off of it, it could end badly. The same pressures apply to any document
uploaded to the internet because it may be duplicated and then made available on another
website. Unfortunately, because pirates can host copies of documents on Web servers in
other countries where copyright is not recognized or enforced, copyright has lost some of its
strength as a safeguard for online documents. Furthermore, because of the nature of the
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Internet, users in nations with strict copyright regulations can access these foreign, pirated
documents (3).

Discussion

The information economy is a new kind of economy that has emerged as a result of
the globalization of society, the rise in the demand for various information services, and the
rapid development of technologies. Although many developed nations have made some
progress in this area, the idea of the information economy is still in its early stages of
development. Like many other countries, Azerbaijan is experiencing daily effects from the
intensifying globalization processes that have an increasing impact on its socioeconomic
life. One of the top priorities of the Development Concept "Azerbaijan 2020: a vision of the
future™ is the conversion of the nation's economy into one based on efficiency as a result of
an increase in the total productivity of production factors and guaranteeing the transition to
the stage characterized by the superiority of innovations, all the while the deliberate
improvement of the economy's structure [1].

The 1960s and 1970s saw the widespread adoption of the term “information economy™
to characterize the significant shift in the American economy following World War I, as
information production and management surpassed manufacturing. However, for more than
two centuries, American business, capitalism, and industrialization relied heavily on the
information economy, which was first identified in the middle of the 20th century. There are
two ways to interpret the emergence of the information economy: as a continuous process in
which information itself turns into a commodity, or as an uneven and contested - not
inevitable - process in which various forms of information are essential to economic life.
Information production, dissemination, and monetization have always been crucial to the
development of American capitalism as well as the establishment, maintenance, and
occasionally even opposition of systemic racial, gender, and class disparities in the country's
economy and society. From the eighteenth to the twenty-first centuries, information
economies did, however, become more bureaucratized, quantified, and commoditized,
despite being uneven and contested.

The significance of networks, systems, and infrastructures that link people,
information, capital, commodities, markets, bureaucracies, technologies, ideas, practices,
laws, and ideologies is another feature of the history of the information economy in the
United States. The creation of knowledge about the economy has historically been
inextricably linked to the significance of information economies, even though the terms
"information” and "economy" are historical constructs that evolve over time. The history of
information economies is not a teleological tale of development where the 21st century's Big
Data era is inevitable due to growing bureaucratic rationality, efficiency, predictability, and
profit. It's also not the singular account of a solitary, coherent information economy. Access
to objective information was not automatically made more democratic by the emergence of
multiple information economies at varying scales in various regions; rather, it was a
conditional, contested, and frequently uneven process. The 1998 book Information Rules: A
Strategic Guide to the Network Economy, authored by Google chief economist Hal Varian
and University of California, Berkeley economics professor Cal Shapiro, outlined the current
theory of the information economy. Their basic claim was that technology was evolving.
Economic laws differ from that (Shapiro & Varian, 1998).

The fundamentals of the information business are very different from those of the
majority of traditional businesses, despite the fact that economic laws have not changed.
Large corporations have a significant advantage due to the information economy's low
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marginal costs and high initial costs. Larger competitors have an advantage due to the
potential for economies of scale created by the combination of these two costs. Moreover,
information is what economists refer to as an experiential good, which means that in order
for consumers to determine its value, they must have a thorough experience with it. The
issue with information is that experience is often superior to knowledge. For instance, how
can one determine in advance whether a film features strong acting and a compelling story?
As we covered in the previous chapter, branding is the answer to this. Even though it can be
difficult to evaluate a film before seeing it, a film's worth is increased if you know it was
directed by a particular person or features a favorite actor. To get you to watch the movies
they're promoting, marketers use press releases, movie trailers, and other marketing tools to
communicate this brand message.

The related switching costs of information technology are another crucial factor.
Economists take into account the difference between the costs of two different technologies
when calculating switching costs. The transition is deemed feasible if this difference is less
than the costs required for the change (such as the cost of migrating all pertinent data to the
new technology). Converting a record collection from vinyl LPs to CDs is a prime example.
When a customer switches systems, meaning they purchase a CD player and stereo, they
will also need to reconstruct their whole music library in the new format. Thankfully, the
CD player's improvements in quality and convenience made most consumers want to switch
to newer technologies. But, as anyone who visits a thrift shop or garage sale will see, the old
technologies are still in use because some people find the information on the records to be
important enough to keep them around.

Antitrust laws are the primary weapon the government uses to ensure robust
competition in the information market. Modern US antitrust law was partly established by
the groundbreaking Sherman Antitrust Act of 1890.The fundamental tenets of the law were
initially designed to dismantle the monopolies of late 19th-century industrialists like Andrew
Carnegie and John D. Rockefeller, but they have since been expanded to include media
corporations. After the original Sherman Act was passed, the Attorney General's Office took
on the task of prosecuting antitrust cases; however,in 1933,President Franklin D. Roosevelt
moved this responsibility to the Antitrust Division,which led to the growth of the antitrust
offic (2)

The information economy has completely changed the field of economics by
challenging long-held beliefs—such as the efficiency of the market—that explain
phenomena that had previously gone unexplained and have a significant impact on economic
policy. Many other market failures, such as non-capital markets, imperfect competition that
drives up rents, and incomplete risk markets, are linked to a lack of information. It examines
the implications of recent advances in technology and the policy challenges and
opportunities they present for competition policy and policies related to privacy and
transparency. The paper notes the role that information economics has played in stimulating
other advances in economics, including contract theory and behavioral economics. He
revived institutional economics, showing how institutions matter, in some cases explaining
institutional features that are not well understood in the conventional paradigm, and in others
showing how institutional responses to market failures may not increase welfare.

The information economy has transformed economics, challenged long-held beliefs—
such as the notion that markets are efficient—and had a significant impact on economic
policy. The foundational models of the information economy have shown to be very resilient,
despite having been substantially improved upon since they were created almost 50 years
ago. However, there have been some negative effects of these information economy
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advancements. A greater comprehension of additional ways that real markets deviate from
the ideal markets paradigm has been made possible by the models. The importance of
imperfect competition and the lack of risk markets where they are marked is paramount.
Similar to this, the information economy has given previously theoretically void disciplines
like accounting, finance, and corporate governance fresh intellectual underpinnings and
improved understanding of the reasons behind the current state of these subfields' operations.
In the decades since the first models were introduced, the economics profession has focused
a great deal of attention on the development of the initial models and the adaptation of these
models to various market contexts. It should come as no surprise that policies resulting from
the new paradigm frequently diverge significantly from those derived from the standard
model.

The primary function of the financial sector is the gathering and processing of data,
which allows for the effective allocation of capital resources. And for that reason, regulation
of the financial sector is crucial. According to information economics, distributive effects by
themselves can produce favorable results, particularly when macroeconomic externalities
are present. In the future, shifts in the way demand and technology are structured might make
information more important and increase the fallout from information errors, which would
lower competition and raise inequality. The topic of disclosure—the need for people or
businesses to reveal specific information about their goods—is still up for debate in a number
of industries, most notably the financial sector.

The attempt by some in developed nations to impose their own regulations is perceived
by many in the former colonial world as an attempt to solidify long-standing inequality rather
than just benefit their own corporations. For many years to come, how we resolve these
problems will have an impact on inequality, economic performance, and the makeup of our
politics and society. Naturally, imperfect information has always been important to
economists. Price-related information includes everything a business or household needs to
know to make a choice. Prices connected every aspect of the economy. These claims,
however, lack a formal model that depicts the economy as an information processor. Based
on an analysis of information supply and demand (concentrating on the particulars of
information demand and production, such as "agricultural economics™), some economists
from the Chicago School thought that a "information economy" could be created. However,
it should have been obvious that this was not feasible even prior to the official establishment
of the field that is discussed below. Knowledge (information) differs fundamentally from
other commodities like steel, corn, and corn that are the focus of traditional economics.
Knowledge, in general, is a global public good (Stiglitz, 1999), and markets by themselves
are typically inefficient in supplying such goods. As such, information is a public good.

Therefore, the fundamental idea of the information economy, which sets it apart from
worlds of perfect information, is that social returns on information are typically not the same
as private returns, sometimes being less and sometimes greater. This has a number of
ramifications, one of which is that transactions that result in personal income might not be
viewed favorably by society. One of the key discoveries of the information economy is that,
in the absence of reliable information, competition will almost always be imperfect. In
addition, in an imperfectly competitive environment, there is a greater chance that firms will
use their market power, and—gasp—it is still possible to implement costly, imperfect
information to increase productivity. However, there are economic ramifications to these
mathematical features. In economic analysis, the law of diminishing returns has long been
essential. In fact, the primary distortion of a monopoly is its attempt to obtain consumer
information in order to obtain additional surplus funds. (1977, Stiglitz). A monopoly can (in
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theory) extract all consumer surplus in an undistorted way if it has perfect information.

One reason why Coasian bargaining fails to address externality-related issues is also
explained by information economics. Coase argued that when property rights are well
defined, bargaining can be effective. However, because the parties must take expensive steps
to communicate information about the value of the externality imposed upon them,
bargaining with information asymmetry is typically inefficient.

It was once thought that improvements in technology, such as the Internet, would spur
competition by bringing down the cost of searches. However, access has increased due to
new technology, which has also increased information asymmetry and the market power of
individuals who have access to different information. More generally, the difference between
private and social returns has grown as a result of several changes in our economy, including
those related to technology, demand structure, and regulatory policies. Policy changes are
necessary to counteract rising market power and inequality caused by these growing
disparities. The shift towards a "information economy" carries a risk: it could empower
information capture monopolists like Google and Facebook, distorting markets for goods
and services and creating more room for price discrimination; it could also lead to innovation
charging information-based rents; and it might encourage innovation in high-potential areas,
thereby redirecting scarce research resources away from areas where social benefits would
be greater.

The last two decades have seen the development of new technologies, which have
significantly increased awareness of these problems. It is their fault that the information
economy was born. Enhanced knowledge and network effects can inevitably result in higher
economies of scale. Significant network effects lead to the emergence of a natural monopoly.
Natural monopolies should either be nationalized or subject to stringent regulations,
according to the classic literature on the subject. These new natural monopolies have
managed to elude regulation and even acknowledgement of their market dominance up until
recently. Examining European experiences more closely and viewing them as competitive,
the US has falsely claimed that the EU is anti-American. The goal of European antitrust
authorities is to stop market power abuse. It is especially likely and concerning that they will
abuse their market power.

Other adjustments could alter the function of information in the economy and reduce
its level of competitiveness. It's common knowledge that our economy is shifting from one
based on manufacturing to one based on services. Manufactured goods are produced and
distributed globally. As a result, accessing and sharing information about these products is
not too difficult. On the other hand, a large portion of the services that will account for a
growing portion of GDP are produced domestically. Customer concerns about the caliber of
services rendered—and, consequently, the caliber of information—are crucial, and the
consequences for reputation are significant. However, all of this results in the rise of regional
market dominance. The natural market forces we just discussed cause economic inequality
to rise, which in turn causes political inequality to rise and, ultimately, a modification of the
game's rules. The information economy has fundamentally changed the study of economics
and economic policy, directly spawning a plethora of new research areas like contract theory.
He provided an explanation for events that had been puzzling before. There was a difference
between "theoretical” and institutional economics a century ago. These two schools of
information economics were combined by Smith, Ricardo, Walras, and Cournot by
highlighting the significance of institutions in a particular way while also.

Conclusion
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It has been suggested by information economics and other research stemming from
game theory developments that models emphasizing market imperfections provide the best
way to understand the economy.

Most significantly, long-held beliefs about economic policy have been challenged,
scrutinized, and frequently even reversed by the information economy. These concepts are
particularly significant for a World Bank-type organization that works to promote economic
expansion.
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Aysel Badalzada
INFORMASIYA IQTISADIYYATI: ONUN XUSUSIYYOTLORINO BAXIS

Xulasa

Mogaleds inkisaf etmis Glkalorin tacriibasine mivafiq olaraq 6lkods formalagsmaqgda olan
informasiya iqtisadiyyatinin inkisaf tendensiyalari va xtisusiyyatlori tohlil olunur. Verilon migayisali
tohlillor osasinda Azorbaycanda informasiya comiyyatinin vo iqtisadiyyatinin formalagsmasi
sahasinda moévcud vaziyyst nozardon Kegirilir. Bu sahads inkisaf etdirilon ixtisash kadrlarin 6lka
iqtisadiyyatindaki ohomiyyatli tosirlori muoyyanlosdirilmisdir. Innovasiya iqtisadiyyat1 soraitindo
elmi ideyalarin kommersiyalagdirilmasi zancirinde muvafig malumatlarin tahlilinin tokmillasdiril-
mosi Vo muhafizasi Uzro bazi tovsiyyslor verilmisdir. Miiasir dovriimiizds informasiya iqtisa-
diyyatinin mahiyyatini istehsal vo istehlak minasibatlori arasinda, maddi vo geyri-maddi istehsal
morhalalari arasinda informasiyanin shamiyyatli va asas slagslondirici vasito kimi ¢ixis etdiyi yeni
tip igtisadi mulnasibatlorin reallasdirilmasi marhalalarinin aydin tohlili aparilmigdir.

Magsad — inkisaf edon informasiya iqtisadiyyati dovriiniin xiisusiyyatlorini arasdirib bu
yeniliklorin 6lks iqtisadiyyatinda totbiq yollarin1 aydinlagdirmagqdir.

Metodologiya — igtisadi vo metodoloji aragdirilmalar aparilmigdir.

Tadgigatin naticasi — muasir dovrds inkisaf etmis 6lkalordo 0zUnl gostoran informasiya
igtisadiyyatinin Azorbaycanda totbiqi ti¢iin ilk olaraq texniki bazanin formalagdirilmasi va ixtisasl
kadrlarin bu igo calb olunmasi vacibdir.
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Acgar sozlar — informasiya igtisadiyyati, yiiksaktexnoloji mahsul, miiasir bazar igtisadiyyati

Aijicea bagan3ane
NHOOPMAINMOHHASA S9GKOHOMMUKA: B3T'JIs1/l HA EE OCOBEHHOCTH
Pe3zrome

B crathe aHaMM3UPYIOTCS TEHIEHIIMK Pa3BUTHS U OCOOCHHOCTH (DOPMUPYIOIICHCS B CTpaHe
WHPOPMAIMOHHONW 5KOHOMHKH Ha OCHOBE OIbITA Pa3BUTHIX CTpaH. Ha OCHOBe NpUBEIEHHOTO
CPaBHHTEIBHOTO aHAJIN3a PacCMaTPUBAETCs TEKyIlas cuTyanus B chepe GopMupoBanust HHPopMa-
[IMOHHOTO OOIIEeCTBA U IKOHOMHUKH B Azepbaiimkane. OmnpeenieHo CyIeCTBEHHOE BIMSIHAE KBAIIN-
(UIMPOBaHHBIX KAJPOB, MOATOTOBICHHBIX B 3TOH cepe, Ha SKOHOMHUKY CTpaHbl. JlaHbl HEKOTOPhIE
PEKOMEHIAIUK TI0 COBEPIICHCTBOBAHUIO M 3allUTE aKTyaJbHOI'O aHAIM3a JaHHBIX B ICTIOYKE
KOMMEpIHAIN3allii HAYYHBIX UJEW B YCIOBUSAX WHHOBALIMOHHOW 3KOHOMHUKHU. B coBpeMeHHYIO
3TOXY OCYIIECTBIICH YETKUIN aHAITU3 3TATIOB Peai3aliid HOBOTO THUITA SKOHOMUYECKUX OTHOIICHUA,
rae uHGOpPMANUs BBICTYMACT BRKHBIM M TIABHBIM CBS3YIOIIUM CPEACTBOM, MEXIY MPOHM3BO/-
CTBCHHBIMH U l'IOTpC6I/ITCJIBCKI/IMI/I OTHOLICHUAMU, MATCPUAJIbHBIMU U HEMATCPUAJIbHBIMU CTAJUAMU
MPOU3BO/ICTBA.

IJens — paccMOTpeTh OCOOCHHOCTH PAa3BUBAIOLICHCS SMOXU HH()OPMALIOHHONW SIKOHOMUKU U
YTOYHUTDH MYTH IPUMEHEHHUS 3TUX UHHOBAIIMH B SKOHOMHKE CTPAHBI.

Memoodonozus — IpoOBECHB 5)KOHOMUYIECKUE U METOIOJIOTUIECKHE HCCIICIOBAHMS.

Pe3ynvmamom uccinedosanus — SBISETCS TO, YTO ISl IPUMEHEHUST HMHPOPMAITMOHHOHN 3KO-
HOMUKH B AzepOaii’kaHe B COBpEMEHHOE BpeMsl BAXKHO C()OPMHUPOBATH TEXHHUECKYIO 0a3y U MPHB-
JIeYb K 3TOU padoTe KBaTU(PHUIIMPOBAHHBIE KaIPHI.

Knioueswie cnosa: ungpopmayuonnas sKOHOMUKA, 8bICOKOMEXHOIOSUUHBIN NPOOYKM, CO8pe-
MeHHAs PbIHOYHAS IKOHOMUKA
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