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ABSTRACT

Network industries, which have particular technical and economic features
including network effects and switching costs of subscribers, occupy the certain
natural monopoly to some extent, while generally undergoing a industrial govern-
ance innovation to deregulate and introduce further competition. Accompanying
with regulatory evolution, competition between network operators turns to signifi-
cantly dynamic competition with frequent interactivities. This challenges network
operators to innovate their competitive strategies. For this reason, with back-
ground of regulation evolution, comprised of such theories about industrial organi-
zation,, dynamic competition and network competition and applying the game the-
ory, the study with foresight and insight about dynamic competitive strategies ana-
Iytical theories and methods of network operators, should contribute to enhance
the dynamic adaptability and building the rational strategic thinking ways. There-
fore, this study is worthy of deep academic research with positive value and com-
petitive applicable role. It can also enrich the theories of strategies, and help net-
work operators participate in network competition.

This study focuses on the dynamic competitive strategies of network operators
in dynamic competiton environment, which introduces game — based dynamic
competition interaction analysis into strategic analytical process, which is mainly
implemented with mobile telecommunication market competition.

First, network industries and network markets and their characteristics are
identified and analyzed, while main participants and their relationship in network
industries are identified. Further, the present regualatory theories of natural mo-
nopoly and the regulatory evlution are surveyed with emphasis upon the essential
trends of deregulation and stimulating competition in network industries. Accord-
ingly, the analytical ways about network competition are categorized into industri-
al governance level and network operators’ level. After discussing the trend of dy-

namic network competiton, it is propesed that dynamic competition should require
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network operators to define dynamnic competitive strategies and implement the in-
tegrated strategic process. Besides, the basic theory and its analytical methods,
tools of dynamic compelitive sirategies are surveyed in detail .

The dual-layer principal-agentrelationship link problem of industrial govern-
ance in China is discussed with results that industrial conducts are not only up to
the exogenous schemes planning such as regulation and ownship at industrial lev-
el, but also the competiton efforts of network operators themselves at micro level,
which implies the necessity of the study. In the study, this paper endeavors to in-
tegrate the traditional structural strategic analysis, resource-basd strategic analysis
and dynamic competitive strategic analysis into the dynamic strategic analytical
framework , which is comprised of four factors analysis about structural factors,
resource factors, rule factors and dynamic factors. The analytical framework,
which applies the analysis of competitive interaction and competitor analysis, is
integrated into lifecycle-based strategic integrated process model, applying the
game theorys as main modeling tool. Compared to traditional strategic analysis,
the analytical model can be better adapted to the dynamic and unstable network
competition. Based on this, the mobile competition and its development inland
and overseas is introduced. The basic game-based modeling methods is also intro-
duced into mobile competition, the mathamatical modeling methods of market
participants as well.

Next, the competitor analysis at market-entry phase, the structural and re-
source factors analysis is taken, which emphasizes and analyzes the dynamic and
rules factors. As results, the possible strategic choice martric of the newcomers
and the existing network operators.

And then, this paper summarized the characteristics of in-market competi-
tion and mobile competition, and further investigates the typical competition sce-
narios, such as price war, differentiation competition between mobile operators,
with game-based competition interaction analysis. As results, with homogenous
products, price war is hard to avoid. However, in multi-phase sequential price
competition, more differentiation will benefit to the operator itself. And then, the

fierce low-end incremental market competition faced by mobile operators in pres-
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ent market is also discussed with conclusion that the utilities of cellular tariff re-
ceived by subscribers is the key factor determining the competition result, regard-
less of operator’s scale econmy and first-move advantages.

Finally, the proposed dynamic strategies analytical framework and its tools
are applied by a certain mobile operator’s in the local mobile market. By competi-
tive analysis about the basic strategic factors, the tariff plans innovation is ana-
lyzed. Based these, objective basic advices about dynamic strategic advices are
proposed to the mobile operator, which is thereafter applied in the practical com-
petition,, with better performance of consolidating the operators dominant strategic
situation and enlarge the advantagous leading gap to the rival. This proves that
the propsed dynamic strategies analytical framework can be applied to direct the
strategic competition.

The innovative points of this paper includes that, a integrated network
operators’ dynamic strategic analytical framework not only integrating the tradi-
tional strategic analysis, but applying competitors analytical model and non-coop-
erative competitive interaction analysis. Further, network competition at market-
entry phase and in-market phase are discussed in detail, proposing the dynamic
strategic choice of network operators with different market status and their neces-
sary strategic transitional mechanism. Besides, industrial conducts of different in-
dustrial governace schemes in network industries are also analyzed. The conclu-
sion is that conducts preference have important influence upon the industrial gov-
ernance and managers’ efforts in regulated companies.

The study about dynamic strategies of network operators, as an edging aca-
demic research field, requires various and consolidated knowledge foundations
and relates to various industries with differentiated technical economic features.

Its academic research space is promising to be enlarged in the future.

Key words: dynamic competitive strategy, network competition, net-

work operator, deregulation, non - coorperative game
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RBE= LS LS B R ZEW =k, BT RIEERMEL TR,
EMEE—-RIATHREGEH, RREANELEZNTHSHRER,
20 AR, BEEBRAREHLY . THTRIMEEL, MER>WHERE
FRIE R THRZIZ . R, BEEFR=VASEBURERETFE. W
HE PSP FIC T IO RRE, ANIABMEEX PR ™ B R 228
AR M R AR b R A RIVE BB FSR BE G TAIR, % R 48 B 7l ) 8 11 B B
WERERLEN, ATEEEBGESER, B HZ S b % wtm
PR RLHT W TR, FEZBRNERE WA TELLE/N, 32
FHEZEST R, RFREANRR, RE (BREFMTERE+—
PNEEMPNE) ST BWTIWEE, BRI EN “REBRASTIF,
BOREEA, SIATES, KRENE, HeokZmndy b 8 3 o F = AU h B
R, BAEARTEL, ERWHESEE, AR LHE", 5IA
R MAERAEHNC R LR ESE . THRFPEEERE N SRR
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W4 IRl B o R B O RHE R 2ot f s, BmE NEEER
GBS BERRETHRESINE, HERBEFFARN T
SW—Hi T h—TH S8 (SCP) HSMRE, Ml ERIRET ME%zaE
R EUETSERALMEHEARENR TGRSR, EEERE
R BEBRMRERTN, R, EARBENSSERNESITAIRE
FREE RS ER, Rk mr s Ea s R R, H
HRBRNL . FRBAFHMHBEARETFRHFIENFE, MEZERETS
HEEE S B B EARRERRE, AF™LEH. HRET AR
AEFERZAR, ERMSERTHHERS KA ARKESFER K&K
(0z Shy, 2000) kMK, FIETTGEMASREX MEEERNREST AR
BEMEAR HEMERNEWE, I F R E g R ™ I 8 &S B
®U L EMGR, ERERPEMERRERR S, BT HEEN L
BHBRELAFETHBOREER B, dRERNTHT A%
REMBIE, WHER, FERMBRTHHRNEARGMEZER, £
EWARBRB T, BTFHRERFHRIRAZ W RARLHFIE, FRETS
RABBYERENREERL A SHNEERE, W EREET &l
S RALARAEER L

FEELLHEERBAAMIATRFHRE, NZ . BT FEMEE™ L
WgT, MERZERERE HBRANBERS, 2R TERAHE
RHRIE, RET NGB ERLABREE BTSSR T KA B4
MMERLEEBERA, EERERHARNSEMEETHRESFHOMERT, A%
Xt o 6 R OSSR T A, DRI S kR, AT RERRIS 3T
Fo BE, WNERAERNRE, mLEHNHEZISIALRERIBNE
BERSMNYE, HENKESERIUNTRELERB T B 5 5 R MR
RMEFEES . RAZHEAERBERE™LES . RFEARMBGRAE
%T, ARAIMBZEFHNTHRFITIAERLAGHRZIAFEEREZEE
5o RE, RAEXNPMEEERKORESFITN. 38 RESH#HTLENTIE
SIETRNLLER, A BETE S A AT RIPE AR L B i O ROR, TR G,
DAGE S RLA1 ot 0 3R T P A 3 1O I 4% S 4 B B 2 it o

Rk, 7ERERI I NBHE RS NSRS, MEZERKZERT
FESPIEA HAE, AR REFEMAEXEFRIEARS LD
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MEB W EERHBRHERTEL A REMEERSNELTY
FHRE, TREAMER, NEzERBRRTERKEACHESRE
HTARZRARIREFEARREZR NS UBSEETHIN, X
MERFHBHI, HIHE, ARANKEERZRFESEBENFUNE
5. SHERNFERRARATELEHEEOERY, whkaTH
HEEHEZFRNITRFMABRFEREER, MRS LEHA™ LR
RRESRERSENESRES BRRABR, Bk, 7EXMEKIE BN
TR AME TR AR b, A SN MRS RS
FHERMEZHZ BT R R PESR, A TR ZE R EBEARW
R, RETFES, ZPRKEER, FR LUAEBTRA= VR
BBUKF-,

PERTIHA R ER—AM4%E Bl ZREA RBAERBENE S
mil, MEZEREHBETERESNFXN BCAINBUNE, fixsstF:
et BE A RBRERITH, RATHISERFWZEMERRFE. M
TR HEINE SRR NN AFEEMARENE, MEEZERZRINTESE
AT AR E RS TZ RIS R USSHEBAIGE

XF ) 4435 5 T 3 SR BT T R 7 Mk 4 R RN 3 S AR B TR AR 45 & AU BT
EYERIRE, CA EMAMIESE SO £ 20 FARes 5 A F A Z [ %
Y, YT (Smith) MARSEM (Grimm) BFFE T X% B 2R BE MO
Je PSR B B R AE H B L P R SE IO At AT BB 5 3 o ZE X R I AR
b W SREHLERHASTHMCH, LB EWNARNEE
A SR RIS T AR Sk, KBS RMEER.: #
W R FREE AL, REBMLBE T BRI IREE, R AEE™REH K
Pl s, AN RN RE IR R R AR B A R TR B R
M4, # ST (Ramaswamy, Thomas & Litschert, 1994) X}fizs
BEM KBTI BRY, BMEEREERIFRT, dE8WREIEBRSFHKNR
W, THE R AR SR AEEAE K. RN, ff1EEE B EER
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1.2 WHRBSRIAR

LR, X TMERV R, TRENGTEMEREP 4
B, mlkmMgsER R RER R, AT LEARES, BERHAT
¥, PR IS5 A A B BT £ B L B RS 4 EAT ELD
ST, EURMREAESLEHIE, MEZER. HRE=XE
R (E1L1), URENHEZEMNESHITAMSR. EE, NEH kK
E, ETMRAFWEARSFRREME G LW, NMBEERHENE]
Z B 3T S E BT 0 KORMHEAT AR SR T C SOk P, RAME, T
i, X ERMEIEHIHT LB RLER,

1.1 MEBEVFEREXR

Figure 1.1 Entities and their relationship in network industries

1. MR > | E AR

PRI A FBREMN=WEE B E, ME TR %R
MAFRHEFN B AR ZWTHE AR, LT M4 B = BRI AR S HIS
R, FEXRBAET “THEHR—THITHI—TEHE” (SCP) &
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Xt F R EL = i) B ARZBHR M AR, BRI TSR E
MEFHBEE S, ERAREWNEISIAN, BREWETAHAE
2%, HBUR, WAL, BAKMER (1982) i ARZHAFETM
HATHH B, EAMAZFHBAT LR, FAREETEK P EHFE
PERSRIAS 45 D (Subadditivity) 7 2 B R ZW MR EKH, KEFH
(Waterson, 1988) FIZEHFFEZZ% (Viscusiet et al., 1995) BIBFZRZEICHE H
BAL e R I B REWRBIF T, BT, ETRALMERBRE
WiE SUR B b il 2 e XY,

4R, M BRZEHWRA B MFERLERE, R (2003) AR
WA ARERN BREZWHTHRSOHAZE, FEEH B KB
Bl R X B ARBUTAAEA T . YU ESBAMA S I R B R
EFASTI AR RNBEATAZEH#HTHENEL T, REibilh
WL TS, BT ZWMTES W B RBUR /DM LB AT, (#
BANARBEE, FN, FUAR R 2N 8 A S 0 4 25 5
N, RERBSHEAREAASTERRAGEN, £HFE (2003) Fif
MY, A ARBSIEREEE AN, BSNENNANER, Y
B RZEWHISERIBR THEARRE, TRAZE, FRABELY, #A
ERFUAEKENRAG . EXEWMRT, JERISBEBEETARE
Wi, Hik, ALEHRTARZMNEE, BRiABRZNMIEHE,

HRZHIENREMNBEEFURATEIIRYTH. BAME
REEm ™ B RENENBEARE. W NMEENES, SHEEFFREE
BEA BRZWERN™ L, RERZKMHRETHIERAEEESE, HEH
%, heEEHELA R B RN,

HeHRPEZL . MBS ER W% ( Viscusi, Vernon & Harrington et al.,
2000) BT IEBREBETHREIMPIT AN, B 20 g 80 £ LK,
EETEABENEAREL: OXFTREHNEHRTAERFERSEML

k
O BEEMEREL: EXFFAIER 4,25 Z}x =12), R C(x) < C(x') +C(=") +
AC(=') B3, RIRABE C X7« RE MY,



