                     Industrial Economics and Management I

                     Hans  Gottinger, Professor, Management Science

Objectives:  This part covers basic and advanced economic and managerial issues of modern industrial economics .Network effects are endemic to high technology and service industries in a universal sense, and they experience managerial problems that are different to those in conventional markets. They are  circumscribed by relentless,high speed dynamic competition with ever shortening product cycles. Even beyond those high tech industries one could envision conventional industries to play out networking for utilizing ‘increasing returns.

Essential Features of High Tech Network Industries:

1. Interconnection and Bundling

2. Compatibility and the Creation of Standards

3. Costs of Information Production

4. Demand Side Economies of Scale

5. Differential Pricing

6. Increasing Returns

7. Lock-ins and Switching Costs

8. Network Externalities (positive/negative)

9. Open Standards

10. Performance vs. Compatability

11. Getting ad Staying Ahead

12. Winner-take-all-Markets

Topics:

Session 1 (2-3 hrs)

                 .(i) Networks and Network Economics –Industry Analysis

                   Networks and network industries,High Risk Investments and Sunk Costs,,

                   Economies of Scale, Network Extermalities,Complementarity, Compatibility, and   

                   Standardization, The Rationale of Strategic Alliances,, Setting Standard

                    (ii) Network Size and Value,

                    Perspectives on Network Externalities, Technology Adoption in Network 

                    Industries,

                    (iii) Technology Adoption in Networks

                     Mechanism Design of Technology Adoption, Compatibility through Bridging 

                     Technology, Cases in Technlogy Adoption across Industries, Issues of 

                     Regulation,, Strategic Pricing, 

         Session 2 (2-3 hrs)

(i) Value/Cost Strategies, Quality Choice without Competition, Games and Best Responses, Effects of Competition on Quality Choice, Low Cost Strategy, Cream Skimming, Competition in Differentiated Products

                (ii).  Networks and Competition

                  Technological Change, Changing Market Demands, Globalization, Regulation,  

                   Market Access, Complex Network Competition Cases: Competitive vs. Anti-

                   Competitive Effects, Leverage Market Power, Raising Rivals’ Costs

                  (iii)  Strategies of Innovative Firms

                   Timing of Innovation and Life Cycles,

Session 3 (2-3hrs)

                  (i). Strategic Alliances, Mergers and Acquisitions

                  Integration, Screening of Market Power, Exclusionary Strategies in 

                  Vertical Alliances, Tying in Strategic Alliances ,Cross Licensing, Vertical

                  Integration,

               (ii)Standards, Compatibility, Market Share, Competition and Quality

                    Networks and Industrial Organization,, Competition and Market Share, 

                   Assessment of Profits, Choice of Product Quality, Quality Comparisions and

                    Cost of Product Quality, Free Entry and Consumer Expectations

Session 4 (2-3 hrs)

(i)Pricing, Illustrative Examples, Direct Price Discrimination, Indirect Price

      Discrimination, Peak Load Pricing

(i) Yield Management, Airline Pricing, Competition and Price Discrimination,   

                        Pricing of Complements, Price Dispersion and Theory of Sales

  Session 5 (2-3hrs)

                   Macroeconomics of Network Industries

                    Economic Transformation, Productivity Paradox, Intangible Assets, Information

                    Markets, The Global Network Economy

Presesentation mode: Interactive mixed lecture/ case-based teaching involving project presentation 

a)  continuous interactive engagement with participants in class and encouragement  of interaction

b) continuous research involvement in subject themes 

c)  benchmarking of relevance of knowledge  materials on an international/global scale

Grading Method: Quizz plus project presentation (essay or case study), Part I and II

Keywords:  Networks,  Industrial Organization, Competition, Strategy, Network Industries

Course Readings (supplied as electronic documents to course participants, self-contained):

Gottinger, H.W., Economies of Network Industries, London: Routledge, 2003

------, , High Speed Technology Competition, www.iir.hit-u.ac.jp (2006)

McAfee, R.Preston, Competitive Solutions, Princeton Univ. Press, 2002

Varian, Hal R., Farrell, J. and C. Shapiro, The Economics of Information Technology, 

Cambridge: CUP 2004

Shy, Oz, The Economics of Network Industries, Cambridge: CUP 2001

Major Supplementary Texts :

Motta, Massimo, Competition Policy, Theory and Practice, Cambridge: CUP 2004

Shapiro, C. and Hal R. Varian, Information Rules: A Strategic Guide to the Network Economy, Boston: Harvard Business School Press, 1999

McKenzie,R.B. and D.R. Lee, Microeconomics for MBAs, Cambridge, CUP, 2006

Gottinger,H.W., Strategic Alliances in the Global Biotech-Pharma Industries, www.iir.hit-u.ac.jp  (2006)

