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Effects of economic revolution on market structures 


Introduction
Over the past few years, the global economy has experienced a significant transformation that has resulted from immense technological advancement. Furthermore, the current transformation of the world economy to an information economy that primarily embarks on informational activities and industry has greatly challenged conventional thinking in various ways which were grounded on traditional industrial activities of production (Jones, et al, 164). This article scrutinizes the effect of the economic revolution on the market structures of both information and industrial goods. 


The information economy is unique since it is grounded on knowledge as the primary raw material and the major source of market value, for this reason, the classical model cannot be used to critically analyze an economy of this nature. Markets for information goods, therefore, require advanced methods of analysis contrary to the conventional models that were prior used to analyze traditional industrial goods (164). However, this article addresses the complexity of analyzing the information goods market through an advanced model based on vertical differentiation. Additionally, the model used in this article indicates that the quality of information goods benchmarks the developmental costs incurred by the firm in the production process contrary to industrial goods companies that don't incur developmental costs associated with increased quality of their products (164).


Furthermore, the advanced model used by the author focused on a detailed comparison of industrial and information good markets. The comparison inferred that industrial and information goods markets are different. Information goods markets lack a breakdown characterized by industrial good markets which in turn results in product differentiation. The information goods market, therefore, depends on the quality of the product offered by the firm to the market making the firms with the highest quality product to record the highest profit margins (165). For instance, in the case of duopoly market structures, the leading firm has the power to select the quality close to that of a sole-product cartel which makes the firm earn higher profits compared to the other firms that choose lower quality thereby earning small profit margins. However, this is not the case with industrial goods markets where all firms are treated the same with no firm dominating the other. 


However, industrial goods markets significantly differ from those of information goods. These disparities are fundamental incorporating various issues starting from the entry of firms to the market for industrial and information good firms as well as their effects on increased market size. Single firms are dominant in the case of information goods markets due to lack of market segmentation contrary to industrial good markets that are characterized by market segmentation that consequently moderates the effects of price competition (172). The article further indicates that information goods firms can only withstand market competition through product differentiation to higher levels to counter the prevailing price competition in the market.


Additionally, the main ideas addressed in the article are grounded on market structures and their effect on the profit margins for both industrial and information goods. Further, industrial goods markets have a free entry of rims in the industry contrary to the information goods markets where entry of new firms in the industry is determined by the leading firms (172). The leading firm for information goods dominates the market and determines the prices of the products contrary to the industrial goods market where all firms are treated equally. Further, industrial goods markets are characterized by market segmentation which helps firms to counter prevailing market competition. On the other hand firms in information goods markets focus on product differentiation to mitigate price competition and optimize their profit margins. 


Combatively, industrial goods markets differ from those of information goods. Further, market segmentation is a very powerful tool that mitigates the effects of price competition for industrial goods. On the contrary, the information goods market lack breakdown which in turn makes information goods firm to champion product differentiation to counter prevailing price competition in the market. The quality of products in information gods markets is chosen by the most powerful firm which ultimately earns the highest profit margins compared to smaller firms in the industry (172). On the contrary to firms in the industrial goods market where all firms are treated equally thereby making the profit margins recorded by all firms almost the same.
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