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© Endowing the next generation
- with resources to invest in its
future would create a mass

‘investor class.

namics that are widening the
gap between today’s haves and
have-nots.

‘The historic correlation be-
twWeenl economic prowth and
wige srowth hag broken down,
larzely because returns on hu-
man and financial capital are
onfpaciig those on labat, As
growth and productivity ia-
criase while real wages decline,
it is ot hard to understand why those
who depend solely on wages fall behind,
while those who benefit from returns
on financial assets get ahead. The best
way to breals this cycle is to help far
miore Americans accumulate a sizable
owinership stake in the most productive
sectors of society.

Imagine if cvery newbort in America
wert Lo receive $6,000 at bitth a5 3
down payment on 4 productive fife.
Witl] the magle of compaund interest,
that swim could grow To 20,000 ar more
by the tine the child reaches 18, This
yourng adult could then apply his or her
nest cgp toward various investments,
such as college tuition, a down payment
011 a fivst liome, seed money {or a legiti-
roate business, or retirement savings.
Given the number of childmn born in
Awmerica each year, the annual cost of
such a propram would be about $24 bil-
lionn — roughly what the government
squanders on farm subsidles. The bene-
fits, howviewer, wolkd be Immeasurable.

Endowing the next generation with
resources to invest in its own human
capital and financial future would cre-
ate not only a mucl broader middte
class but also a more selfsufficient,
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shilled, and entrepreneurial workforee,
Gradually, the WS, would witness the
hirth ol a mass investor class, with ever
more citizens deriving their income
from teturns on financial holdings as
weldl s from wages. There wonld be Jess
necd for a generons welfare state, and
the interests of workers and business
would be better aligned.

A Homestead Act for the twenty-first
century could also offer mner-cicy Iids
anew social contract: T they play by the
rules and graduate from high school,
then a pot of momey will allow them to
invest in their own (tures. Paired with
financial-literacy education in schools,
such a policy could help turn a cullare
of poverty and dependency inte one of
hope and opportunity,

Those who deuht the political viabil-
Ity of such an idea should think again.
Britain recently enacted its own version
ol accounts at birth and has already
fonded 2 million of thetn. n Lthe Undted
States, this is one of the few social pol-
icy innovations gaining hipartisan sup-
port in a deeply divided Congress. Last
vear, an odd-bedfellows alliance led by
Senalors Santorurm, Corzisntg, Schumer,
and DeMint introduced the Aspive Act,

colling for deposits of $500 for every
newborm, with an additional 4500 for
babies from low-imcome families. The
policy’s bigpest advocate may tnn out
to be President Bush, who wants o
make bipartisan headway on his “own-
ership socleby” apenda now that his So-
cial Secerity plans have stalled.

Let us hope that historians looking
back on twenty-firsi-century America
will see the reemergence of a vibrant
middle class. If they do, they will likely
credit bold policies that cnabled ever
more cltleens 1o enjoy the benefits of
capital owmerslip.
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Customers Demand Their
Slice of IP %
When widespread Internet access first
brought companics and custoniers ite
unprecedented  intimacy, businesses
dreamed of transforming purchasers
into zealots through personal interace
tion. The ne plus ultra of such engage-
ment would be collaborative innava-
tion: customers and product developers
freely oxchanging ideas, experiences,
and constructive criticisom ondine, Con-
sumer cocreabors would be motivated
ey & passion for the product, But as eom-
panics have increasingly profited (rom
custamer sugpestions, thal passion is
beimyg threatened by coolheaded ques-
tions about intellectual property rights.
Collaborative nnovation bestows
three advantages on companies. First, it
glves RE&D deeper insights Into cus-
tommer behavior and preferences. Sec-
ond, it reduees the cost of concocting
ideas for new and fnproved products,
Third, it enhanoes Tovalty 4s Custoniers
become emotionally invested in the
praducts they help nurturs, The practice
has paid off handsomely for such indus-
try leaders as BMW in automobiles,
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Tger Electronics in toys, Somy in con-
sumer electronics, General Blectric in
medical equipsnent, and Clectronic Arts
in garne software,

The payolf for customers is less clear,
Intellectnal property resuling from
company-custorner callaborations is
typically owned by the company, and so
are the profits generated by that IP. Back
wlien opportunities to contribute t0 io-
novatian were rare, remuneration mat-
tered less. Today that novelty is wearing
thin at the same time customers are dis-
cowering thelr pwn wotth: The most cre-
alive innovators may find more than
olle company comipeting for their time
and ideas, Meanwhile, public battles
over file sharing and Chinese piracy
have given the public & crash conrse in
the value of [P Mot even the open-
spurce soltware movement-is likely to
i back the tide. Linux may mobilize
thousands of developers, but the vast
mafority of open-soure projects have
difficulty attracting meore than one inmee
vator~the pooject’s founder.

S0 custarners, understandably, are
starting to ask questions I my ideas are
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Customer-collaborators are starting
to ask, “What's in it for me?”

to those technologies will make it easter
tior developers to innovate, and 1BM, In
turn, ran build on their sdvancements.

Create customer communities. i
customers gain by learning from one
another, help them do so, Provide phys-
[cal ar online sites wheee prople can
meet, and offer to set the agenda, mod-
erate discussions, and estallish commu-
nication platforms for follow-up. Cus-
tomets will benetit immediately from
the suggestions of their peers, while
YOUr company can pick up new ideas.
Cadence, which builds design tools for
integrated circuits and electronics, re-
cently set up such a Web-based commu-
nity. Both company and customaers bet-
efit fvom the free exchange of technical

information, best practices in chip de- :

sign and manufacturing, and sugpes-
tions for getting the most from Cadence
techmologies.

Leverage your hrand. Cushomers
wha lowe your brand want 1o be associ-
ated with it. Celebrate their involve-
ment by publishing their names and
contributions ot your Web site, You
might even cobrand praducts with some
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incorporated inke a product, why don’t
I get a piece of the intellectual prop-
erty? If that product is profitable, why
dor’t | shave it those profits? What's in
it ior me?

Companies that want to keep the
ideas flowimg must provide conerete in-
centdves to their restive contributors.
These five strategies cann help:

Show preemptive genarosity.
Offer customets free trials of the service
o1 samples of the product that incorpe-
rates theirideas; or award prizes for the
best custotter inventions, Where cot-
tributions are more significant, consider
exchanging some intellectial property
for customer engagement. [BM, for ex-
ample, recently released 500 patents to
the open-source community. Free access
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customters, whose own brands would
benefit from having contribured intel-
lectual property to yours.

Encouragea customers to sef up
shop. Sometines CUSLOMErs can create
their own businesses fTom engagement
with your products. In the 19908, 3 vety
active CompusServe forom developed
around a personal mformation manager
called Egca. Customters shared ideas for
new features and improvements, and
several built on those ideas to create
constltancies and add-on software firems
that supported rather than cannibalized
the vendor's business.

Pay tham. A4 customer’s contribu-
tions may prove so valuable that acom-
pany will pay to keep her involved. As-
SUmIing you can’t hire her outright, you

could negotiate a {lat fee—or even a share
of the rovalties—in exchange for her time.

OF course, eomparnios can alsy simply
ask Lheir customers, *What will it take
to leep those great ideas coming?” In
fact, the next fTuitful target for cocre-
ation may be strategies for parceiing oul
cocreation's rewards.

Georgvor Krogh (geong vorkrogh@uisg
.ot} B5 a protessor of management at the
Unfversity of St.Gallen in Switzerland and
¢ divector af the wniversity’s fnstitote of
Muanagerment.

A Cartel for

01l Consumers *

Ol cartels were originally concefwved of
as defensive instuments, created by or
on behalf of suppliers in 2 time Oof exoess
capacity, with the aim of stabllizlng
crude ol prices. The idea was that by
maintaining sfficient spare praduction
capacity, prodocers could influenee mar-
ket prices and minimize volatility - a
boon not only to thern but also to oil
consumers (even if they preferred that
such stabllity camc at a lower cost).
Today, though, with producers worldng
pretty much at capacity and analysts
talking of $100-a-barrel ofl, it’s consum-
ers whofeel a need to band together for
nxatiral defense,

The Organization af the Petrolenm
Exporting Countries, established in
1960, wasn't the first cartel. In the 1930s,
the somewhat incongruously named
Texas Railroad Conumnission regulated
the state's oil production to keep prives
from plummeting Around the same
time, the big international oil compa-
nies sought to stabilize prices through
the Achracarry Agreement, [n which
they agreed to collaborate on the man-
agement of crude output. Both the

“Texas commission and the Achnacarry

Agrecment becane obsolete in the
garly 10708, when U.S. oil prodaction
was gaing full Gt and OPEC states had
replaced the ail companics as the pri-
mary custodians of the oil spigot.

af course, regulation of ¢rude oil
prices through the manapement of pro-
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