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Transformation in market competition

conventional competition
price competition
guality competition

system competition (business model
competition)
competition for survive



Strategic complementarity
(scale of economy through transaction

Technological compatibility
hardware vs. software

Consumption compatibility



S-VHS betamax



N p

VHS AR EBAXDTHIGL 7 DH#

100

90

sof
70+

60

Nr
40+
30r

20
10
0

LA

e
-
e
oo
e 2
...
-
e
-
.
-
-

.....

1975 76 77 78 79 80 81 82 83 84 85 86 8§ 88
&

H 88 : Grindley[1995]

1%



Hardware




Strategic Complementarity

Strategic complements are analogously
defined by whether a more ‘aggressive’
strategy by A raises B’s marginal profits.
(Bulow et al. (1985))
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Conseqguences of system competition

Multiple equilibrium
lock-In effects
snow ball effects

Unlocked lock-In effects
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Snow ball effects
(positive feedback)




Policy implications

policy coordination
Internalization of external economies

policy initiatives of recovering from low
efficient traps
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