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Changes of Firm Boundaries and Strategy Choice in the Internet Times
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Abstract: Internet is having greatly changed our lives in many ways. Meanwhile, the firn boundaries
display new characteristics because of the intemmel introduction inte business. Intemet influences the value chain,
the transaction costs, the management costs and the costs caused by using internet, therefore, firm boundares
inevitably change. The constructed model can be used to explain the changes of firn boundaries in the internet
times and predict the possible direction of firm boundaries’ changes. Furthermore, four strategies are given to cope
with the changes: specialization by value chain reorganization, merger and acquisition for size—expanding, making
the inferior links of value chain into outsourcing, and co-opetition by allying competitors. The firms should choose
the suitable strategy by analyzing the environment inside and outside in order to face the competition in new
economy era.
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