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What i1s Public Economics?

Households (utility maximizer)
Firms (profit maximizer)

Governments



Why do people take lunch at lunch
time?

Why do F.A.s agglomerate in N.Y?
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Briigge — Flanderns medeltida centrum
Malning av Olof Sager-Nelson



Uthbildning for kreativitet kriver dppen nirhet
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0.5 X 0.5=0.25

0.1 X 0.1=0.01
0.01 x 0.01 =0.0001



What i1s Public Economics?

Households (utility maximizer)
Firms (profit maximizer)

Externality, Complementarity



Externality

time (lunch time)
space (New York)

city, terminal






.lll.o-"

AT SESN

LN E ankturt ] LAY

b4 i '
[l g ||::E ] H'E"'ﬂl
i Tﬂh‘fﬂ. L= York

“~Hong

C ah:a -/
t\ Kofig %

\.‘ Bangkok

Singapo [-,

[

e



P
h Las
—_Angebas’,
-
| |
Bang kok
Kuala Limpur:
singa H)-24
B T e I v o N 3034
= = = =449
—-—50-11
Sydney | = {0}
- _ =




—_— -2
------ - 3034
| = = = —40-49
— - —50-9%
__1{":'--




100

80

60

40

< Qcean freight .' »/"//A
20 = Air transport

o Satellite charges

® Transatlantic phone call

0 | | | ! |
1920 1930 1940 1950 1960 1970 1980 1990




30 107

_ Japan

I| Franie__#.r"';":""' Eiﬂ
107 S
Canada
108
10
/ iCanada
P . :
f / _Jﬂust:ia-
10* 4D [ unean
U'H _,i‘rﬂustria
France
;Japan
10’ L ; & : ! .l f I
1690 1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000

X 5.3: BHEE O RETE



IEM mainframe | 100

Log scale
10
Sun Microsystems 2 1)
»
TIBM PC
0.1

Pentium=chip PC

I I | I
1975 1980 1985 1990 1995




1930

1940 1950 1960 1970

1980 1990 1985




& Internet hosts 16,146,000 .
Web servers
15,000,000
L ]
10,000,000
.
[
L
L
»
.'..l & a3, 000
L ]
. .“.I 230,000 L
L ] -
™
- 50,000
™ 10,000
ad 1,000
® S T O Y Y S

1587 1982 1963 1984 1985 1986 1987 1988 1989 1990 1991 1992 1933 1994 1995 1906 1997

20,000,000




Transpacific {North America-
East Asia) Voice Paths

Transatlantic {North Amenca-
Europe) Voice Paths

o T Ny = —

Year Cable Satellite hhli..... N Satellite
198 22,000 78,000 2,000 39,000
1987 22,000 78,000 37,800 39,000
1988 60,000 78,000 37,800 39,000
1989 145,000 93,000 37.800 39,0300
1990 145,000 283,000 37,8500 39,0040
1991 221,000 253,000 114,200 27,000
1992 296,600 &96,000 190,500 27 000
1943 410,000 620,800 264,000 83,300
1994 701,800 620,800 264,000 234,000
1995 1,310,800 710,800 264,000 234,000
1996 1,310,800 710,800 864,604 234,000
199 7-2000" 1,310,800 737,500 424,500

1,464 600

*Mininum awatlable

Souree; TeleGeagraphy, [ne.—Washington, DC.
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Market competition

« traditional competition
price competition
guality competition

* business model competition
standards



Conseqguences of business
model competition

* Multiple equilibria
* |lock-In effects

 snow ball effects
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leisure

recreation



Money

Time

Knowledge
(Human capital)

Friends



