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Abstract

Society hasfocused on privacy solutionsto problemsrelated to consumer
infor mation, yet the problemhasnot goneaway. Whyisthis? Oneanswer
is that privacy, a regulatory correction, does not fix the underlying
“information externality” problem. This chapter integrates economic,
ethical, andlegal theoriesrelated to theissue of infor mation management
in an attempt to clarify the debate surrounding the issue of consumer
information. It first explainswhy the debate existsby describing thebasic
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characteristics of information. It then integratesan economic discussion
of exter nalitieswiththeethical issuesinherent inthe problemof consumer
information to suggest alternative ways to correct externalities. This
chapter suggeststhat one way to correct the information externality isto
use a Coasian approach. We apply that approach to the case study of
DoubleClick, an Internet advertiser criticized for its potential yet never
implemented ability to act unethically with consumer information.

| ntroduction

Personal informationand privacy considerationsarequickly becomingdivisive
issuesinsociety aswell asintheinformation systems(1S) literature(Culnan &
Armstrong, 1999; Milberg, Smith, & Burke, 2000; Milne, 2000; Phelps,
Nowak & Ferrell, 2000; Smith, 2001; Smith, Milberg, & Burke, 1996;
Stewart & Segars, 2002). Ononehand, firmscan offer better, morenarrowly
specialized productswhen providedwith personal informationabout individual
consumer preferences. The marketing of those products can be narrowly
targeted and distribution of those productscan bemademoreefficientif the
businesshasrelevant customer information.

Ontheother hand, consumersare hesitant to divulge personal information
because of the perceptionthat somefirmsabusethehandling of or accessto
thatinformation. Thischapter firstillustratesthebenefitsand costsassociated
with personal information. It then examinesthe characteristics, thelegal
treatment, and our ethical understanding of the problems associated with
information. Finally, it appliestheory tothereal-world problemand suggests
aCoasian approachtoexternalitiesfor asolution.

Background

Benefits of I nformation

Thespecificbenefitsof freeflowinginformationarenumerous.* Toillustrate
thosebenefits, consider theexamplesof marketing and medical information.
Thetechnol ogy existstoenableretail erstotrack individual purchasesthrough
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