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Amazon.com vs. Barnes & Noble
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Dynamics of Internet
Competition

• Less friction means that prices can change
more quickly (lower “menu costs”)

• Almost immediate response of price
changes by competitors

• Quick response from exogenous forces



Internet Price Discrimination

• An algorithm can set a price dynamically
– SRMC => $0

– e.g. Books.com

• Consumer information can be used for price
discrimination approaching first degree

• Consumers can choose to block cookies
and/or create an anonymous presence



Regulation and Government
Intervention

• International trade and currency exchange

• Anti-competitive behavior

• Jurisdictional uncertainty

• Self-regulation

• Fraud



Business and Strategy

• Arbitrage

• Electronic goods
– software

– gambling

– information services

– bandwidth


