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ABSTRACT

Beginning from the last decade in the 20th century, the most stirring
event is that IT has been penetrating with every one’s living, influencing
on the mode of the people’ s living and thinking, and transforming the
entire structure of society and the business operating mode.

1. The substance foundation of Intemet Economy is & computer and
communication technology aggregate with interlinkage, independent and
resource sharing. Both hardware and software that compose the Intemet
taking the principle of how to transfer and process the information
opimumly. The structure of the Intemet economy includes Intemet
infrastructure layer and application infrastructure layer, intermediary layer
and Internet commerce layer. The basic features of the Internet are public
resources, global reach and capability to link, share ownership, platform
flexibility and cost advantage.

2. The information of Internet-based is the main body of the
electronic econamic system, and the knowledge gaps formed by the
probability between a knowledge holder and the objective knowledge in the
environment of the economic system.

IT brings about the technology conditions needed by the complete
market, which possesses the complete information. The marginal utility of
using Intermet will appear increasing by a degree within a stated scope;
the rate of substitution is not a integrity no protruding curve. The Intemet
reduces searching and transaction cost, makes up the lacks of the price
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system on passing market information, changes the distributing probability
of the participator” s market information and service, and reduces the
information asymmetry.

3. The production of the information has higher fixed costs, but
lower marginal cost. The Internet is unrivaled goods and has stronger
exclusive characters. The extemality of the Intemet can change the
disequilibrium of information distributing, and avoid the market failure
brought by the negative efficiency of the Internet extemnality. The
investments on information resources in an industry will bring the
increasing income. Information cost does not lie on using scale, but on
original production project. When an Internet user enjoys free information
and service, he or she will have to prepare for bearing the risk of
meurring a loss caused by gratuitous service.

There are two reasons to prevent the Intemet from being public
goods. The first one is that the insufficent bandwidth results in the
congestion. The other one is charging for the using of Internet. One of the
ways to resolve these problems is taxing electronic commerce, then give a
subsidy to ISP or TCP.

4. The progress of IT can shorten the information gaps farthest
among the bargainers in a market. The online production price tends to
constnngency. The production costs become tansparency. Network
technology extends the concept of the transaction costs, since the
information system reduces them from every hierarchy that produces the
transaction costs. The reducing of the transaction costs on the main links
of the supply chain of the Intemet-based enterprise profits from the fact
that Intemet changes the information asymmetry between each correlative
closely link on the supply chain.
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5. The institutional innovation is not only a way io reduce the
transaction costs. The decrease in trnsaction costs may be divided into
two parts: one is brought on by IT itself, and the other is brought by the
institutional innovation. The inherence motivation of the institutional
transition is that the mainbody pursues the benefit maximization. The
system is the alone guarantee for making the extrinsic benefit of IT into
internalization. Information costs is the mainbody of the overall transaction
costs, when it tends to zero, the collectivity transaction costs will appear
the end to zerw, so the borderlines of industries will be obscured.

The structures and the scales of companies are developing in two
extreme directions. The changes in transaction costs are causing entire
industries and companies to reorganize rapidly.

6. The Intemet acts as an interaction and on-limits information
system, and its economic benefit and social benefit are very large.
Depending on reducing the price, presenting for free to lock the group of
the user and shaping the scale economy, is a action mechanism that the
information economy differs from the traditional economy to lightening the
minus feed back.

7. The characteristics of as a whole of American information
economy are that the statuses of IT industry in American economy are
upgraded constantly; the contributions to the economic growth are
increased and IT depresses the inflation rate and promotes the emplayment
rate. There are two paradoxes in American new economy, i.e., the
productvity paradox, the relationship of the unemployment rate and the
inflation paradox. On the back of the growth there are the enormous
risks, too high stock price, too low saving rate, too high debt and the

increasing trade deficit, and the pressure of inflation.
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8. The botileneck of the growth of electronic commeree is limitations
of Intenet payment system (IPS) . Intemet-based commerce is affected by
the demand for Intemet and the supply for information about goods and
services provided by business. Banking is an industry that expected to
undergo drastic change because of the E-commerce development.

In the short term, reducing the duty or free of tax on EC will be
much benefit to its development. In the long run, however, it will be
neither possible nor realisable.

9. Digital divide presents a wide, multiplayer distributions; it
enlarges the poor and rich gaps, which have historical and realistic
reasons ont the deep stratum. The core problem is that the poor, existed
route of the developing country is strengthened by information revolution.
The widening of the digital divide between information sttong and weak
countries causes comparatively even more unbalanced information
distributing. To break the poor vicious circle needs an ectogenic
intemationalism force, but the prior thing is that ohe county should have
an effective support policy or mechanism of the attracting person with
ability and education. The key of eliminating digital divides relays on the
structure adjustment and endeavor for oneself.

- Key words: Internet, transaction costs, new economy, information
eoonomy, information searching, institutional innovation, public goods.
incomplete information, information asymmetry, digital: divide,  the poor
and rich gape
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