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INTRODUCTION

A product is only the tip of an iceberg called product-network. It is based on chains of actors who are producing, supporting, and consuming them. Some of the product-networks succeed in maintaining or even increasing their membership while others lose their members and whither away many times because of those that succeeded. In this paper I follow a product-network where one of its members wants to increase its size at the expense of another product-network. 

What follows is an analysis of an unfolding quest by Microsoft to capture a bigger share of the video games console market. It was the first to introduce its 7th generation console, the Xbox 360, but its main rival Sony is soon launching its PlayStation 3 (PS3). The latter is the market leader, which means that Microsoft will have to some extent reconfigure PS2 and PS3’s product networks in order to increase in size. I show how a giant corporation like Microsoft needs to enlist help of many other producers in order to attempt such a change and how as a consequence not only the Xbox 360-network changes but also the design of the console is being changed. Often help and good will of consumers is required in order to keep the network from falling apart. 

Since the battle for the market share has barely started nobody knows what will the exact outcome be, neither Microsoft nor me as an analyst. The problem with this case is that there is still lack of information on a number of issues and on which I can only speculate about. However, the positive aspect of it is that I as analyst can minimally inscribe any determinacy to the way things develop and allows me to show how a big corporation is juggling multiple unpredictable problems in order to increase the Xbox 360-network and sometimes even just to preserve it. It turns out that it does so by designing the console in such a way as to invite everybody to join the network and when unsure about what to do it makes sure that it leaves its options open.

THEORETICAL BACKGROUND

On Size, Boundaries, and Lock-in

Success of some products is strongly dependent on existence of complementary goods and a sufficient number of consumers. Such products are best seen as a web of interdependent relations between humans and objects that is big enough to be self-perpetuating or even increasing exponentially. At the extreme, size of such a network can reach a critical point after which its benefits for potential consumers are so great that it completely displaces its competitors.

On the other hand, all products can be seen as part of networks of humans and objects that are interdependent and mutually produce a certain consumption group. (Becker 1982, Douglas and Isherwood 1979, Latour 1987, Molotch 2003) In order to exist each product needs support of other objects, these are partly dependent on the product in question, then there are actual people who with their consumption give meaning to all these objects, and finally the human elements are given meaning and constituted as a social group through consumption of objects.

Products and their networks are challenged by comparable products with their own networks with which they have to compete for resources of common interest as well as for parts of each other’s networks. Sometimes product-networks can build cultural, social, technological, and economic boundaries that prevent the challenger from abducting resources required for sustainability or growth, or even invade competing product-network. Examples of boundary making would be constructing ideas of what is appropriate consumption for certain people, legal barriers to market entry, high R&D investments, high costs of entry in a market, cooptation of distribution channels, etc.  

According to economists one of comparable product-networks can become more advantageous to consumers and producers of compatible goods due to their self-reinforcing choices and thereby making a particular product-network self-reproducing. Consumers and producers choose a product-network because it has achieved a size that gives more benefits than comparable product-networks.  On the other hand, it has reached the advantageous size due to previous choices of other consumers and producers to become a part of that product-network. In this approach every choice to join a particular product-network makes subsequent choice of another actor more likely. This means that initial sequences of choices that are random are those that matter most and can bring increasing returns. (Arthur 1988, David 1985, Schilling 2002) 

Idea of a lock-in due to self-reinforcing choices of individuals needs to be redefined by stating that lock-in is a situation of a high-degree of boundary stability of a product-network due to self-reinforcing choices of actors made within structural constraints. I believe this is a more fruitful perspective for analysis because it brings attention not only to the size of network as creating inertia but to active attempts of drawing and maintaining boundaries that prevent a move to a more optimal position.
 In addition to that it makes more sense to see individuals as positioned within social structure where their choices are self-reinforcing for others who are structurally equivalent and might have no or adverse effect on actors who are occupying different positions. (see Lieberson 2000)

On Change Through Cooperation

New products come into a pre-existing world with its product-networks and their ways of operating. Producers already have their production forces committed to certain projects and consumers already use objects that suit their lifestyles. In case an innovation is an improvement it will find already existing comparable production-network with which it will need to compete for resources. Some of the older forms of products will become obsolete, perhaps new production technology will be introduced which will have consequences for old and new suppliers of it, conventions of consumption might change, or further stratification among consumers might be introduced. A radical innovation that is incomparably different from other product-networks will require same changes but on a much larger scale and its effects would propagate further through many product-networks. (see Becker 1982 and 1995, Latour 1987, Molotch 2003)

Actor that wants to introduce a new product into a world of product-networks will need to use resources in order to make changes in existing configurations of relations. I have previously said that bigger innovations require bigger changes, which means that one will need more resources for the latter since minor adjustments cost less than those of greater kind. (Becker 1995) Often a single actor does not possess enough resources to make all the change that it needs in order to make its innovation successful. This is why an important resource is an ability to enlist cooperation of other actors whose aggregate resources would overcome the resistance to change. (Braithwaite and Drahos 2000) On the production and consumption levels cooperation can be secured either by incentives or coercion. These are some of the strategies scholars of management: favorable licensing for manufacturers of compatible products, aggressive discounting, reducing risk associated with a new product for producers and consumers, advertising and vaporware, reputation, signaling credible commitments. (Schilling 2003) Actors who easily forge linkages between important elements and thereby facilitate expansion of its product-network are those that introduce successful innovations. (see Scott 1999) In addition to using strategies actors can only hope that everything will go well for them since there is also an element of chance when it comes to success.

A CASE STUDY: VIDEO GAME CONSOLE XBOX 360

Actor: What is Microsoft

The actor in this analysis that wants to introduce a new product and make changes across several product-networks is Microsoft. It is a corporation with close to 40 billion in revenue in 2005, close to 68 billion in total assets in 2006, and with about 64,000 employees in 85 countries. (“Third Quarter…”) 

The history behind Microsoft’s success could be analyzed itself as an increasing product-network due to self-reinforcing decisions and skillful boundary building. It was founded in 1975 and its breakthrough came in 1981 when IBM awarded it a contract to use its operating system PC-DOS on its computers. Since IBM was dominating the PC market Microsoft’s operating system became the standard that was impossible to change even when other producers of PCs overthrew IBM’s dominance. In 1985 it introduced the first version of its new operating system Windows, which is currently the standard operating system after introduction of several improved versions. Another well-known product, Microsoft Office, was introduced in 1989 with its still widely used applications Microsoft Word and Excel. (Wikipedia.org) Its other important products are, for example, MSNBC, Xbox, and several video games. Currently Microsoft’s product lines are divided among seven segments: Client, Server and Tools, Information Worker, Microsoft Business Solutions, MSN, Mobile and Embedded Devices, and Home and Entertainment. (“Third Quarter…”)

Such a big corporation is not an omnipotent actor that can simply realize its goals regardless of what they are. Although it has great resources it faces a vast and complex environment, which makes its resources in certain areas spread thin and vulnerable to different kind of challenges. The clearest case for that is a lengthy list of risks that Microsoft named in its SEC filing Form 10-Q
: challenge by non-commercial model software (open-source software), intense competition across all markets, difficulty in protecting intellectual property rights from piracy and other infringements, claims by third parties that Microsoft is infringing their intellectual property rights, difficulty in protecting source code from being copied, security vulnerabilities may lead to loss in revenues or liability claims, it is subject to government litigation and regulation, ability to attract and retain talented employees, delay in product development schedules could adversely affect revenues, investment in new products and services could turn out unprofitable, decline in demand in software could occur, they have claims and lawsuits against them, risk of having insufficient supplies for Xbox 360, etc. (“Third Quarter…”) The list goes on and should persuade anybody who is confident that Microsoft’s ability to make changes by itself is very limited.
Innovation: What is Xbox 360

The innovation in this analysis is a video game console the Xbox 360. Microsoft’s successor to the Xbox is designed to be more than that, however. It is positioned as a home entertainment hub, a central unit that could connect many other devices used in home entertainment. In this section I do not go into technical specification of the 360 apart from noting that it is the most powerful video game console at the moment with a triple-core PowerPC-based design clocked at 3.2 GHz. I set out to show what are its offered external and potential attachments, how Microsoft’s competitive strategies are built into the 360, and how the product is still being developed even after the launch.

Xbox 360 was offered in two different packages everywhere but in Japan. The ‘Premium Package’ contains: main unit, detachable hard-drive, wireless controller, Xbox-live headset, Ethernet cable, component HD-AV cable, Xbox-live Silver membership, and one-month trial gold membership. The ‘Core System’ shares with its premium sibling only the main unit and Xbox-live memberships, and has a wired controller, a standard AV cable, and no Ethernet cable, nor detachable hard-drive. The Premium Package in US cost $399.99 and the core system for $299.99. It was released on November 22 2005 in North American with 18 video games available, in Europe on December 2 with 15 games, and in Japan on December 10 2005 with 6 games, and in the beginning of 2006 it started selling elsewhere like Singapore, Australia, and New Zealand. (Answers.com)

360 is much more than a video game console. It plays CDs, DVDs, and it is possible to use one of its three USB 2.0 ports to plug in a camera and play with images as well as other things that connect through USB. (Sunday Herald Sun) An aggressive way of enabling enrollment to members of competing product-networks is 360’s ability to connect to Apple’s iPod, Sony’s camera Cybershot and PlayStation Portable (PSP), and Seagate’s portable hard drives. This could be seen as an in-built strategic move, by allowing such attachments it Microsoft lowers the costs of enrollment to its 360 by the members of competing product-networks. While it is possible to use the files it is not possible to copy them due to copyright protection. 360 does not have in-built wi-fi capabilities but it is possible to purchase a wireless adapter that allows one to transfer data wirelessly through Microsoft Windows Media Connect to a computer. It is able to utilize the advantages of High Definition TV but it does not offer an in-built nor accessory High Definition DVD player. If one has Microsoft Media Centre Edition on her computer then it can download live TV on a computer hard-drive and later transfer it to 360 and watch it on TV. (The New Zealand Herald) It is also able to play streamed movies that are converted from DivX to WMV format on your computer by a program called “Transcode 360". (BrainsNBrawn) 360 is also backward compatible, which means that one can play games that were originally produced for the old Xbox. It is possible to see that Microsoft’s another in-built strategy is to offer consumers functional benefits through utilizing its other products, mainly its computer software. Using its dominant role in computer software not only does Microsoft firmly embed consumers in its product-networks but it also offers connection between a video game console and PC that competitors will not be able without incurring great cost because of need to buy licensing rights. It seems that Microsoft enrollment strategies are quite successful since their software attach rate was 4 games per console and accessory attach rate was 3 per console, both setting a record with “nearly double the amount relative to any other console launch in history.” (“Second Quarter…PowerPoint”) Such attachment rates make possible switch to a competitive product-network less likely because it would be more costly.

Microsoft’s console is not a perfect machine and there were several technical problems reported. The lesson to learn here is that Microsoft could not solve the problems by itself and had to enroll help of other producers and even consumers. One of the bigger problems was that some units were repeatedly crashing. The picture would freeze supposedly because of overheating. Quite embarrassingly, Microsoft first had to ask consumers to help them with this particular problem by asking them to use their 360s in well ventilated places. Not all consumers extended their help and one of them filed class-action lawsuit because of the overheating problems. He argues that Microsoft with its rush to be the first mover in the 7th generation console market ‘defectively designed’ the 360. (Miller 2006 Microsoft’s next step was to enroll help of NYKO Technologies, which produced a cooling device for the console called Intercooler 360. (Business Wire) However, this snap-on cooling device is sold as an accessory, which means that help of owners of 360s is still required since they need to purchase it based on their own choice and cost. 

Another problem that was often cited was disk scratching if the console was moved while it was reading a disk. Again, Microsoft had to ask for help consumers by asking them not to move the console while it was powered on. Supposedly it could not replace scratched disks because they were offered by 3rd parties apart from its Perfect Dark Zero, which it gave for free. (Answers.com) 

The backward compatibility with old Xbox games was not always available or was not satisfactory. The old Xbox and the new 360 are based on different technologies, which require game developers to create software emulators of Xboxes hardware for each game that was originally designed for Xbox in order to be played on Xbox 360. So far they have been able to adapt around 200 titles, which is about half of all Xbox games.
 In addition to that these games are not a perfect substitute for games originally designed for the 360. Some Xbox games are better on the 360 although they do not really utilize its technical advantages, some of the games perform the same as on the Xbox, and some actually perform worse on the new system. (Sunday Herald Sun) Help for solving the problem comes in shape of patience of consumers until emulators for all Xbox games are developed as well as with slow development of original 360 games. Another form of help is recruiting top game developers to come up with new games that would fully utilize technical capacities of the 360.

Finally, that 360 units are missing in the market is also a problem. Microsoft could not satisfy demand that it partly created by itself due to its advertising and choosing a simultaneous worldwide release. Unsurprisingly, it asked potential consumers for help by asking for pre-ordering, and patience until it develops its production capabilities to the level of demand. In order to raise the level of production capabilities it enrolled help from Celestica, which joined Microsoft as a 3rd manufacturing partner next to Flextronics and Wistron some time in February 2006. This increased supply of 360s only towards the end of March 2006. (PR Newswire)

Improvement is one way of increasing a product-network and the other is signaling its growth by future attachments. For example, Microsoft and Direct TV have announced a long-term agreement to expand the reach of digital content, whereby DIRECTV content will be possible to use on a Windows-based PC and Xbox 360 and it will be possible to access content stored on PC and Xbox 360 through a DIRECTV set-top box. (Microsoft PressPass) It is important to notice that there is no agreement as to when will consumers benefit from such an expansion, which consumers will benefit and under what circumstances, and how probable is it that the expansion will actually take place. At the time being this agreement looks more like an advertisement with the goal of inflating anticipated functional benefits by consumers who in the end might not benefit at all. The other such case is Microsoft’s announcement and negation that it will offer external HD-DVD player. 

Microsoft also has an online gaming service that can be accessed through both Xbox and Xbox 360, and is called Xbox Live. Silver membership is for free and allows gamers to create their profiles, look at message boards, chat with other gamers, and have access to Xbox Live Arcade where they can download games. Gold membership is paid and includes all the privileges of the Silver one with addition of a right to play games with other gamers online. Data shows that 50% of Xbox 360 owners connected to Xbox live compared to 10% of Xbox owners. (Consumer Electronics Daily) The importance of these figures should not be exaggerated since the first group would presumably consist of hardcore gamers who camped in front of stores to get their new unit while the latter group consists of everybody that bough the old system over a period of a few years. However, virtual communities are important for strengthening the ties in a product-network since members make investment in their profiles and develop an identity within the group, they specialize their knowledge when it comes to games and other members, and probably develop an emotional attachment. All of this makes switching to a competing product-network more costly.

On Plans, Unpredictability, and Manipulation

There is a significant discrepancy between Microsoft’s estimates of how many 360s it would sell to what it actually sold. Initially Microsoft estimated it would reach sales of 2.75 to 3 million units worldwide in 90 days after release. (Consumer Electronics Daily) By the end of 2005 Microsoft according to its reports sold about 900,000 units in North America, 500,000 in Europe, and 100,000 in Japan. (“Second Quarter… PowerPoint) After this it revised its forecasts to 4.5-5.5 million by the end of its fiscal year in June. The latest sales data by Microsoft is in its 3rd quarter earnings report from March 31 2006 and says it shipped 3.25 million 360s. (“Third Quarter…”) Notice the difference between the actual report of selling 3.25 million units in 128 days after the launch to forecast of 2.75-3 million in 90 days. In addition to that, one must not be hasty to interpret that actually all units that were shipped were actually sold. Although initially the demand was very high and first 360s disappeared within hours in North America it is quite possible that in some regions across world the sales are not going as fast. From journal articles it seems that sales are especially slow in Japan, which could mean that some 360s are still on the shelves.

Four possible explanations for discrepancy between estimates and actual sales are purposive restriction of supply, lack of knowledge of markets, problems with supply due to insufficient production capabilities and manipulation of anticipated installed base that would make the consumers more likely to buy the 360. The first explanation is one of the widespread conspiracy theory, which states that Microsoft intentionally restricted supplies of the 360. (Answers.com) Supposedly the motivation behind it would be to increase the demand, the desire for possession of 360 by gamers would increase even further if it would be withheld for a while. This explanation would be plausible if the shortages lasted for a short period. However, in the case of 360 Microsoft is still unable to meet the demand. That is around 5 months after the launch, which I believe makes the explanation of purposive restriction of supply as implausible.

It is possible that Microsoft underestimated the global demand and made a mistake by adopting a strategy of almost simultaneous worldwide release. (Miller 2006) Even a behemoth like Microsoft would be spread thin when one takes in account the potential size of a global demand. It is possible that Microsoft’s analysts were subject to company’s contagious excitement about the new product and pressure for early launch in order to reap the full benefits of the first mover into a market of 7th generation consoles.
 

Another explanation could be that Microsoft did not anticipate certain technical problems with some of the units, which had to be replaced and therefore increasing the demand. Related to this is a class-action lawsuit against Microsoft attributing technical problems to Microsoft’s negligence and decision for a premature launch. (Miller 2006) Such a lawsuit could have made Microsoft more conscious about controlling quality, which is time consuming and it might need to secure cooperation of other producers to address a problem. This is what happened with NYKO making a cooler for 360 as an accessory. 

Third explanation would be that Microsoft’s overblown forecasts were a part of advertising that would increase the anticipated installed base in minds of potential members of the 360-network. This is an already known strategy that reinforces buying (or producing) decisions of potential consumers (producers) by making them believe that they will achieve greater benefits due to a big size of product-network. This works like a self-fulfilling prophecy. (Schilling 2003 p26) The problem with inflating anticipated installed base of 360 is that although initial shortages might signal high demand for consumers and producers of complementary goods, the persistent unavailability of 360 makes it difficult to advertise. For example, Circuit City does not advertise 360 because of very tight supply. (Gannett News Service) Lack of advertising is a major impediment if one wants to manipulate perceptions and anticipations of potential consumers. 

It is important to take into account that Microsoft’s reported figures might be inaccurate or perhaps even deceiving, which is alarming taking into account that these are SEC filings and investor relations’ statements.
 In the past console producers were already manipulating the sales numbers in order to increase the perceived size of installed base therefore making consumers believe that they will benefit more because of the greater size of the network. For example, Nintendo claimed it sold 2 million of its SNES in US while Sega disagreed estimating it at around 1 million. This is known as vaporware. (Schilling 2003 p26) In case of 360 Microsoft reported shipment of 1,5 million units worldwide by the end of 2005 (“Second Quarter…”) while in another document they report the same number of units sold: 900,000 in US, 500,000 in Europe, and 100,000 in Japan. The problem is that non-Microsoft analysts have very different estimates. According to Michael Pachter with investment firm Wedbush Morgan Securities there were only 1 million 360s shipped by the end of 2005 (800,000 to US, 100,000 to Europe, and 100,000 to Japan). (“Second Quarter…PowerPoint”) On the other hand, NPD Group (National Purchase Diary Group) estimates that there were only 600,000 units actually sold
 in the five weeks from launch to end of 2005 compared 1,4 million units of old Xbox sold in its first 8 weeks from launch. (Gannett News Service) While the credibility of the first analyst is not clear the second source is highly reputable. NPD provides global consumer and retail information for manufacturers and retailers, and it is actually used as a source by Microsoft when reporting the 360 software and accessories attachment rates. (“Second Quarter… PowerPoint”)

When Making Changes is Most Difficult or How to Get Big in Japan

An important test of whether Microsoft can successfully introduce an innovation such as its 360 is whether it can introduce changes in the existing product-networks in Japan. Introduction of changes is especially difficult because there because Sony’s PlayStation has succeeded in securing a large and committed enrollment of consumers and producers of complementary goods with its PlayStation 2 and also with its PlayStation 3 that is set to launch in November 2006. 

Microsoft has managed to sell only 1.7 million old Xboxes in Asia compared to 13 million in US and 5 million in Europe. (Hermida 2005) On the other hand Sony is a clear market leader that sold 87.47 million units of its competing PlayStation 2 since its launch in 2000 and develop so far 13,000 games for the first two consoles that will be compatible with the PlayStation 3. (Infoimaging) Yoshihiro Maruyama, head of the Xbox division at Microsoft KK, the Japanese unit of Microsoft told a news conference: “Unless we achieve meaningful success here, we cannot say we are a winner in the next-generation console battle.” (“OUTLOOK…”)
In Japan Microsoft introduced only the premium version and actually sold it for less than in the rest of the world. The Premium was offered for 39,795 yen while the Core was actually imported by some and cost 59,888 yen. It has hired two of Japanese game developing legends in the hope to make games that resonate with tastes of Japanese gamers, however, their developments were not ready by the time of launch in Japan. (Hermida 2005) Despite aggressive discounting, the sales there were very slow with only 100,000 units sold. Some believe that this is because the console was introduced with only 6 video games and without the one that is most popular in Japan, Dead or Alive 4. (Answers.com) However, apart from offering a relatively small product-network due to a small number of important complementary products, it is also possible to imagine that Microsoft simply could not muster enrollment of the consumers on Sony’s home turf due to problems with enrolling Japanese programmers to localize the games, develop games that cater to the taste of Japanese gamers
, the distributors to distribute and favorably shelve the 360, and finally to persuade Japanese consumers that it will give comparable benefits to Sony’s PlayStation 3, which was scheduled for Spring 2006 and is claimed to be technologically superior to 360. For the time being there is no data on ‘what went wrong in Japan’ so my thoughts are only a speculation but with the purpose of showing the reader of how difficult it could potentially be to make changes where there are pre-existing product-networks with strong ties between them forged by a formidable competitor. 

Actually, according to some Japanese analysts just before the introduction of 360, it seems that both, Japanese game developers as well as consumers, have higher demands for technological functionality than elsewhere around the world. They both compare 360 to PlayStation 3 and even the game developers are lukewarm about making games for 360 because of its relatively lower performance measures. This is even though game developers experienced a 40% drop in sales from its peak in 1997, are hoping they will get new business with the 360, Game Cube, and PS3, and are struggling to actually develop games that would utilize the new technological advancements in new consoles in a commercially feasible way. (“OUTLOOK…”) Another interesting thing is that at that time PS3 performance capabilities are not entirely known and few months later its launch gets postponed from Spring 2006 to November 2006 due to technical problems. Furthermore, in both public presentations so far Sony did not show PS3 performing but rather a demo that is pre-arranged on a different technology that is supposedly simulating the theoretical performance of the new console. Actually, these findings give basis for arguing that Sony has successfully constructed a somewhat overblown anticipation of technological functionality of its PS3 with relevant potential members of PS3-network. It is not only that PS3’s theoretical high performance abilities are somehow in minds of its potential network members but this projection goes back to present and makes itself visible as if true and right there at the grasp of the hand although it is not real future PS3 that is being presented but merely what its engineers hope it to be when it finally realizes itself. (see Gell 1998)

Effects Across Product-Networks

Success of the Xbox 360 in increasing its network size does not depend only on what does Microsoft as an actor that is promoting it or what are the features of its rival Sony’s PS3. It also depends on what is happening within other product-networks with whom it has competitive or symbiotic relations. This holds for other product-networks within Microsoft itself, within Sony, and actually all of them that are actually or potentially connected to existence of the 360.

Within Microsoft the 360 needs to compete with other products for resources or can benefit from their existence. I have already mentioned how Microsoft utilizes its PC software to connect the 360 to a PC, which increases its functionality, and therefore benefiting from it. On the other hand Microsoft is also developing an ultra-portable PC called Origami (Ward 2006), which takes away management’s time and financial resources that could be used for promoting the 360. While the new product is a competitor at the moment it might turn out to be a complementary good later and this increasing the functionality of the console. The same goes for the new Windows Vista that are to be launched by the end of 2006. (“…Vista Editions”)

360 has positive effects on other product-networks that are sometimes intentional and sometimes unintentional. It has obviously intended positive effects on other Microsoft’s products that are complementary to it. In addition to that it has positive effects on all other external providers by increasing their sales and extending their own product-networks that makes them more competitive in their own markets. For example, this is the case with Seagate who makes hard-drives and IBM who makes processing units. On the other hand there are clearly unintentional positive effects on sales of High Definition TVs. It has been noticed that people who buy the 360 also soon buy HD TV or plan to buy in the near future in order to fully enjoy all the benefits that the console has to offer. (Kennedy 2006)

There is plenty of uncertainty for Microsoft when it comes to technological developments in high-capacity DVDs. The battle in that market is yet to start with Toshiba leading the coalition for HD-DVD and Sony for the Blue-Ray, where the second has twice the capacity of the first. Microsoft has initially aligned itself with the first but it seems it does not want to make any commitments and that is why it still has not decided whether to offer HD-DVD as an attachment or perhaps do it with the Blue-Ray. Sony, on the other hand, makes its Blue-Ray a built-in component of its PS3 but does not accept HD-DVD (Carnoy and Dubbin). This means that the two products will be mutually reinforcing since consumers who buy PS3 will buy Blue-Ray disks and if these become the standard PS3 owners will benefit from more games while Microsoft would have to buy licensing rights from the rival whose console market share it wants to invade. Sony’s strategy is somewhat risky since if its Blue-Ray loses the battle with HD-DVD than sales of PS3 will suffer and its market share would be vulnerable to Microsoft that left its options open by not committing to any of high definition playback technologies. Therefore, a battle in a related product-network might have tremendous consequences for the console market.
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� From one local minimum to the other in Arthur’s language.


� For the Quarter Ended March 31, 2006


� There are fewer games made backward compatible for European markets and it seems like there are only 30 available for Japanese gamers. (Answers.com)


� There are many other producers that make the 360 possible: Technicolor provides security codes against piracy, Seagate is one of the main providers of detachable hard-drives, InterVideo provides InterVideo WinDVD which allows video playback, BAX Global provides regular air shipments for worldwide distribution of the 360s, etc.


� There is no data on what was actually happening in the process of making forecasts but perhaps it could be compared to Beamish’s analysis of oil-spill (Beamish 2000). One difference is that in Microsoft employees had to talk and create a buzz while in Unocal they had to be silent. Another comparison could be that of CIA providing evidence required for declaring war on Iraq amid a general political and media pro-war hype.


� I do not have any information but it would make sense that deceiving Securities Exchange Commission and probably investors would be illegal.


� It is not clear from the article whether the estimate refers only to units sold in US or worldwide. The figure refers to


� While US gamers prefer shooting titles the Japanese are into role-playing and adventure games. (BBCNews)





