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A Game Theoretic Approach to the Channel Conflict
Due to the Subsidies for Mobile Handsets

Young Jin Joo*

Abstract

This study was motivated by a recent channel conflict on subsidies for mobile
handset between a service provider and a handset manufacturer in the mobile
communication market. In this study, we have developed a two-person non-zero sum
game for the channel conflict on subsidies for mobile handset, and derived its optimal
strategic game solution. As a result, we have found that, between the service operator
and the handset manufacturer, one who has high level of market leadership in his own
market has a power to affect the optimal strategic game solution. We have also found
that, when the service operator and the handset manufacturer have relatively high level
of market leadership in their own market, there exist both of potential channel conflict
and cooperation. The result of this study may provide an effective reference for a

solution of similar channel conflicts.

Keywords: channel conflict, mobile handset, subsidies, game theory, mobile communication
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