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1. Course Outline

This course initially introduces students to the basic principles of digital network economics.
Its ultimate goal is to provide a sound understanding of the strategic decisions made by firms
that adopt the platform business model and create online networks.

The significance of digital network economics for shaping business strategy is justified by
noting that 9 out of 10 most valuable companies in the world operate in digital network
industries. In addition, the top five most valuable firms are all tech giants (Apple, Google-
Alphabet, Microsoft, Amazon and Facebook) which all adopt platform business models and
digital strategies to remain competitive. Other up-and-coming companies, such as Airbnb and
Uber, serve as marketplace platforms creating online networks that facilitate digital
interactions between people.

The success of these firms is mainly attributed to the managerial decisions made from a
network point of view. The building block of such decisions is the strategic analysis of the
characteristics that make network goods differ from the conventional ones, namely:
(i) network externalities; (ii) complementarity, compatibility and standards; (iii) switching cost
and lock-in effects; and (iv) significant economies of scale in production.
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2. Course Objectives

Upon successful completion of the course, students are expected to be capable of:

e Identifying and analyzing digital network industries

e Recognizing the reasons that digital network industries should be examined and
analyzed in a specific context

e Evaluating and estimating the probability of success of a new digital network
technology or a new digital network good

e Assessing the characteristics of digital network goods to make strategic decisions from
a firm and consumer perspective

e Understanding the platform business model and analyzing it from a multi-sided
market standpoint

e Recognizing the differences between traditional and digital markets

e Shaping strategic decisions in digital markets
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4. Grading

The evaluation consists of a final exam (70%) and an assignment (30%). The assignment
concerns a teamwork on a case study that will be presented and discussed in the classroom.

5. Detailed Schedule

1 Introduction to digital network industries

2 Network externalities

3 Complementarity, compatibility and standards
4 Switching cost and lock-in effects

5 Economies of scale in production

6 The digital economy

7 Introduction to multi-sided markets

8 The marketplace platform business model

9 The role of data and artificial intelligence in digital marketplaces
10 Net neutrality and platform regulation

11 Student presentations

12 Final Revision

13 Final exam




