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“Data Rich and Information Poor.”
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“The world’s most valuable resource is no longer olil, but data.”

The Economist (2017, May 6). The World's Most Valuable Resource Is No Longer Oll, but Data. The Economist.
https.//www.economist.com/leaders/2017/05/06/the-worlds-most-valuable-resource-i1s-no-longer-oil-but-data
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THE LCONOMICS OF INFORMATION!

GCEORGE J. STIGLER
University of Chicago

NE should hardly have to tell acad-
emicians that information is a
valuable resource: knowledge s

power. And yel it occupies a slum dwell-
ing in the town of economics. Mostly it is
ignored : the best technology is assumed
to be known; the relationship of com-
modities to consumer preferences 1s a
datum. And one of the information-pro-
ducing industries, advertising, is treated
with a hostility that economists normally
reserve for tanffs or monopolists.

There are a great many problems in
economics for which this neglect of igno-
rance is no doubt permissible or even de-
sirable. But there are some for which this
is not true, and I hope to show that some
important aspects of economic organizi-
tion take on a new meaning when they
are considered from the viewpomt of the
search for information. In the present
paper 1 shall attempt to analyze sys-
tematically one important problem of
information—the ascertainment of mar-
ket pricr.

"I have beneled from comments ol Gary

Becker, Milton Friedman, Zvi Griliches, Harry
Johnson, Robert Solow, and Lester Telser.

I. THE NATURE OF SEARCH

Prices change with varying frequency
in all markets, and, unless a market is
completely centralized, no one will know
all the prices which various sellers (or
buyers) quote at any given time. A buver
(or seller) who wishes to ascertain the
most favorable price must canvass vari-
ous sellers (or buyers)—a phenomenon |
shall term “search.”

The amount of dispersion of asking
prices of sellers is a problem to be dis-
cussed later, but it 1s important to eni-
phasize immediately the fact that disper-
sion is ubiquitous even for homogeneous
goods. T'wo examples of asking prices, of
consumer and producer goods respec-
tively, are displayed in Table 1. The au-
tomobile prices (for an identical model)
were those quoted with an average
amount of “higgling’: their average was
82 436, their range from $2,350 to §2,515,
and their standard deviation $42. The
prices for anthracite coal were bids for
federal government purchases and had a
mean of §16.90 per ton, a range from
$15.46 to $18.92, and a standard devia-
tion of §1.15. In both cases the rangc of
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: . 3.2. Stochastic Formulation :
- MZEBEENAN. FEREVES=EENTSEE | . . =
: ol Motivated by the structure of the day-ahead and real-time market problems, we consider the i
l .. " * - s '
' Zavala. V. M, Kim. K., Anitescu. M., Birge. J. (2017). A Stochastic Electricity Market stoshastic muceet cleating. lormnlstion. :
' Clearing Formulation with Consistent Pricing Properties. Operations Research '
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Information for Wind Power Integration. IEEE Trans. Sustainable Energy 12(2):1044 - 1059.
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