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We’ve heard a lot about the economic trickledown theory.  This is the theory that, if you leave the rich with more money (i.e. tax them less), they will spend it in such a manner that the benefits will trickledown and improve the well being of everyone beneath them on the economic ladder.  I view this as mostly B.S. in the nature of. “Trust me, the check is in the mail.” Taken to it’s logical extreme, if we don’t tax them at all, things will get much better much faster. If we buy this spiel again, we deserve what we get.  





What does seem to work well however, is the trickledown of technological advances. Whether it’s the auto, TV, VCR’s, cameras, the telephone, computers or whatever is the latest technological fad, it eventually does trickledown to the masses.  The initial customers for all new technologies are persons or businesses with the funds to take advantage of the new toy.  For both people and businesses, the initial benefit is the image of being on the cutting edge. Ways are soon found to use the new tool to improve personal life or business operations.





Costwise, these first users pay a high fee to be the first to have access to the new technology.  The research and startup costs are, to a large extent, passed on to the initial users. Because of the limited number of “first initiators” the unit cost has to be high. The other side of the coin however is that this market is soon saturated and the originators of the new technology need to find new markets if they want to keep selling their product.





This leads to a reduction in price for the product.  The second level of purchaser not only gets the new product for less but gets a better product.  As a result of the initial testing given to the product by the first wave of purchasers, the developer and manufacturer have found ways to provide a better product at lesser cost.





This second level of purchaser consists of a much larger group than the first. Accordingly, the manufacturing costs continue to decline as the results of economies of scale and the fact that the research and development costs have been paid off.  If there are no competitors, this results in high profits which in itself guarantees there will soon be competitors. If there are competitors, the initial developer and manufacturer can cut prices to stay out in front.  Either way, the product keeps getting better and the costs keep going down.





The result is now the new technology is truly available to the mass market. The only ones still excluded are those at the very lower end of the economic spectrum.  But even these folks are about to join in on the wonders of the new technology.  The first users have by now either sufficiently used the product that they can justify selling the original unit and purchasing a new one.  Or, the advances in development of the product have been so great that the first users see they are not getting the value from the product that late comers are.  So they sell the used unit and purchase a new state of the art model.





This, in turn, makes the older versions of the new technology available to those at the bottom of the economic ladder.  And so the natural course of our capitalistic society is to eventually benefit all the members of the society as far as access to technology is concerned.





The big differences between the economic and technological trickledown is that if the economic one doesn’t work there are a thousand excuses, for the technological one, none.
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