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Abstract

The competition of global market shortened the average product life cycle. In order
to quickly respond customer needs, the R& D innovation ability and product introduction
speed will determine the life of an enterprise. Therefore, knowledge innovation and
knowledge accumulation will be the decision factor of productivity and growth. When
the capability of individual industry couldn’'t react to the fast changing demand, the
horizontal technical change and knowledge transfer becomes more important. This

research focuses on the industrial strategy analysis under knowledge exchange.

This research extent the Tacit Knowledge Model of Aydoganand P.Lyon (2004),
using decreasing production cost to quantify the utility of tacit knowledge transfer. Under
cheating strategy among firms, using game theory to discuss the key factors of strategic
decision. Analyze advantage vertical integration strategy among firms. Finally, discuss
the Nash-equilibrium in this model.
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