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What does this paper do?

Standard model of cournot oligopolistic
competition with positive network
externalities.

= Value of the good increases with the size
of the network

Use lattice-theoretic methods for proving
existence and stability of equilibria and doing
comparative static analysis with respect to
the number of firms.

Main Contribution:

= Nice paper that shows some known results
In the literature with weaker assumptions.




Main Results

Proving the existence of at least one (and
possibly multiple) symmetric equilibrium
and no asymmetric equilibria.
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Main Results

Only’ symmetnc eguilioria, We: donot osernve. this
Symmetny. in reality.

IWe Important assumplions:

s ASSUMPLIGAS! IMpPly: SeME CORVEXILY: GVEr CoSt
functions, S (Capacity constraint) and 4-
Convexity.

s [Homegenous geods (perfect compatinility)

Inithisiindustries small differences Between
Products lead te asymmetrc equilioras

Weronsenve leading|finms that Enjoyed Seme
advantage due te scale ecenomies.




Main Results and Contribution

Comparative statics with respect to the number of firms:

= Total output will increase with n, but consumer welfare,
prices, and individual firm profits may increase or
decrease.

Important results, there may not exist conflict of interest:
Firms and Consumer may prefer the equilibrium with the
highest output.

= Very simple welfare analysis, do not consider substitutes,
think about wars about different standards, many
consumers may prefer for a given network size the loser
standard (Netscape, Beta,...).

It will be nice to apply this methodology in other enviroments
that can be interesting.




Other enviroments

Lok at the dynamics of the entry/ Process.

IRtreducing learming for/ akoutthe Wo SIdes o the
market, Important because: | think that thefullilied
Expectation assumption IS Very: strong;

x Marketing can be an impoliant element.

Viany: of the' market charactenzea: vy Netweork
externalities are twe sided (for example, Video-
games, shoftware).

a One side can capture the profit and controll entiy.

Asymmetries: differenciated goeds, network effect
ielated to the firm preducts, wal: off standards.
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Other environments

Corruption|is;an pRenemMeENon Wit nEWorK

externalities

= |nVoIVing N’ corrupt activVities s, more: costly If
tnere few agents invelved: secial nerms and
MOre reseUlCEs! fierr Moniterng.

Goodsetup for the'metnodology developed in

RIS paper.

= environMents i Whichisymmetry it IS not a
proklem, and there IS evidence that there arne

multplicity: off eguilibria.




