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What i1s Public Economics?

Households (utility maximizer)
Firms (profit maximizer)

Governments



Why do people take lunch at lunch
time?

Why do F.A.s agglomerate in N.Y?
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Briigge — Flanderns medeltida centrum
Madlning av Olof Sager-Nelson



Uthbildning for kreativitet kriver dppen ndirhet
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0.5 X 0.5=0.25

0.1 X 0.1=0.01
0.01 X 0.01 =0.0001



What i1s Public Economics?

Households (utility maximizer)
Firms (profit maximizer)

Externality, Complementarity



Externality

time (lunch time)
space (New York)

city, terminal
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Transpacific (North America-
East Asia) Voice Paths

Transatlantic (North America-
Europe) Voice Paths

e P Ry S ——

Year Cable Satellite hhli..... N Satellite
|98 22,000 78,000 2,000 39,000
1987 22,000 78,000 37,800 39.000
1988 60,000 78,000 37,800 39,000
1989 145,000 93,000 37.800 39,0300
1990 145,000 283,000 37.800 39,0040
1991 221,000 ead, 000 114,200 27,000
1992 296,600 #96,000 190,500 27 .00
1943 410,000 620,800 264,000 83,300
1994 701,800 620,800 264,000 234,000
1995 1,310,800 710,800 264,000 234,000
1996 1,310,800 710,800 864, 604 234,000
1,310,800 737,500 24,500

19972000

1,464 600

*Mininum awatlable

Source; TeleGeagraphy, [ne.—Washington, DC.
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Market competition

« traditional competition
price competition
guality competition

* pusiness model competition
standards



Conseqguences of business
model competition

* Multiple equilibria
* |lock-in effects

 snow ball effects



"\ 100-1,000 milion -~

EHEDE ZBIK (19904

Expanding circle

Outer circle

Inner circle

320-380 million

150~300 million




Europe

Middle East/Turkey D

Asia

Africa

Australasia

Latin America I

North America

| I I | I | 1 I I | I

| | | | | |
40% 30% 20% 10% 0% 10% 20% 30% 40%




leisure

recreation



Money

Time

Knowledge
(Human capital)

Friends



