What has led to emergence of winner take all markets? 

Let’s consider WTA product markets:

1. The importance of mass markets. 

Many buyers with a potentially small interest in one “product” over another. Good example: Microsoft Word over IBM Word Perfect. In 80s, these two word processing systems were going head-to-head. In fact, Word Perfect more frequently used than Microsoft. Microsoft innovations through easier-to-use commands. Slight advantage of Word over Word Perfect; now WP more or less obsolete. Microsoft “won” and took all--has now a virtual monopoly. 

2. Ability to “clone” a product. 

Before the motion picture, the best performances (on stage, in the music hall, etc) could only be consumed by a certain, rather small number of people at one time. Demand for entertainment was high, but couldn’t be satisfied by what was produced by the “best” (since you couldn’t be 2 or more places at once, and you could only travel so far, so fast). So, region markets developed that nurtured regional talent. 

3. Network economies. 

This has to do with the emergence of “industry standards.” Once a product becomes preferred (for even tiny differences) over its next-best competitor by users in a network, it can become a necessary product to have in order to function in the network. A great example of this: Microsoft Windows OS. In 1980s, not yet “industry standard” in OS for personal computers: Apple,  

4. Lock-in through learning. 

Creating dependencies on what one encounters in the early stages of use creates a steady market. E.g., in early/mid 1980s, some of the Ivy League colleges decided to provide their entering freshmen with brand-new Apple machines.

What are the “rules” of WTA markets?

1. Driven by relative (rather than absolute) performance.

Olympic Games competition perhaps the best example of this. Differentials in absolute performance of a fraction of a second. Yet, differences in the “spoils” going to gold and silver medal winners can be dramatic: lucrative promotional and marketing contracts (Wheaties). Figure skating: medal winners get to tour professionally (Ice capades), whereas fourth-place finishers disappear from the radar screen.

2. Rewards concentrated at the top

One could make the argument that having a system based on relative performance with rewards concentrated at the top is a good thing for society. If you were to play devil’s advocate for a moment, what possible “positive” consequences might such a system have for things like economic growth rates, the accumulation of wealth in a society, etc.?

Motivates people to compete, by trying to “best” others, which might lead them to perform better than they would have otherwise, or better than they thought they could.

That’s, reputedly, the great thing about competition, right? That it pushes people to exceed (or try to exceed) their personal limits. 

And even if they don’t quite make it to the top, society benefits because it gets performances from the also-rans that it would not have otherwise.

What is (or might be) wrong with this argument?

Consequences: “effect of market signals on career choices.” (p. 7).

Social Waste: attracts too many people to the arenas (law, medicine, business, entertainment, prof. Sports) w/ top prizes. 

People tend to overestimate their own chances of winning. Our cultural ideology actually tends to encourage such. You can do anything, succeed at whatever you put your mind to, if you--YOU--just work hard enough at it.  

In some ways, WTA markets are similar to lotteries. 

So, when you think about the rationality (or lack thereof) of  participation in WTA markets vs. traditional markets, consider what leads people to participate in high-stakes lotteries, at say, $1 per week, instead of investing $52 per year in savings, or some other investment opp. with lower, but more-certain returns. 

How have WTA Markets affected everyday life?

Contests for relative position:

Mating markets: Holding out for the “big prize”: avoiding relationships or commitment with anyone short of the ideal. 

Beauty and interpersonal relations. Media, superstar phenomenon, helps generate and sustain standards of appearance that are nearly impossible for “ordinary” people to achieve. Women, and increasingly, men. Media images: desirable partners look like models, and if you look like a model, you too can find partners. So: growth of fitness industry, diet industry. 

Cosmetic surgery (S. Cal). Attendant social costs: think of all the time spent in gyms, not on things that might be otherwise productive socially. Also, problems with eating disorders: Anorexia, bulemia. 

Holding out for the “big prize”: avoiding relationships or commitment with anyone short of the ideal. 

Cyber-implications: “virtual” sex partners...?

Role of media/advertising. 

For advertising to work, must it restrict marketing of products, etc. to only a few “stars”? What is it about wanting only something designated as “best.”? Becomes a contest for “the most popular.” 

Because differences between performers often ARE only marginal or tiny, any person’s or thing’s position at the top is precarious and vulnerable. 

Hence, the pressure to capitalize on the claim to being most popular “quickly.” 

Increased role of advertising, since it can make all the difference between who wins and who doesn’t quite win. Appearances. Packaging. Handlers. 

Consider recent elections. In terms of qualifications, ability to do the job, etc., probably only tiny differences. This is why marketing, advertising, etc. designed to magnify the differences becomes so important, and why, in a very real sense, the election goes to the one who best manipulates their image. 

Effects on mass culture: High turnover, faddishness, ephemeral, “flavor of the month,” etc.

