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—| Abstract |

This paper explores the relationship between technological characteristics within
process innovation and selection of the firms of different organizational forms in the
evolution of an industry. For this purpose, this paper develops a simulation model
for industrial change that replicates dynamic competition for process innovation. The
simulation analysis found the following causal relationship. First, the stronger
innovation impact in terms of productivity jump tends to enlarge the productivity
difference among the incumbent firms and increase the speed of productivity
catch-up by the large diversified firms. Second, the possibility of entry, and eventual
dominance by the large diversified firms increase when the innovation-productivity
linkage is stronger and there is less cumulativeness in productivity determination.
These results imply that technological characteristics are important factors that
have influence on whether or not the large diversified firms can enter and succeed

in an industry.
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