YENZY a4 34 A At 4+

The Efficiency of Networks and Competitive Strategies

Woobong Kim*

Abstract

This paper attempts to provide an overview of relationship between the characteristics of the
network and competitive strategies. We review the theoretical background of the efficiency of network,
which is very important for the network-based industries. Network externality, positive feedback ef-
fects, bandwagon effects, economies of scale, economies of scope in network-base businesses are
reviewed. Various network situations, including interconnection, and strategies are also discussed. In
this purpose, simple but meaningful examples and cases are used to show the economic goals and
means of network competition strategies. We try to link network strategies to the generic strategies
and coopetition suggested by Porter and by Brandenburger and Nalebuff respectively. Since this study
is an exploratory research, further studies on more complex network situation in the real work can be
executed with taking advantage of this effort.

Keywords : network-based business, competitive strategy, interconnection, network externality
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