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Network externality, flexibility and market-entry decision

NI De-bing , TANG Xiao-wo
School of Management, University of Electronic Science and Technology of China, Chengdu 610054, China

Abstract: Focusing on the ignorance of co-impacts of network externality and flexible decision on market-entry, this
paper derives the demand curve from consumers’ utilities in the market with network externality, and then, under
Cournot competition, examines the sole impacts of network externality or flexible decision and their co-impacts on
market-entry decision. Based on these, this paper also studies the effects of network extemality on the value of a
flexible market-entry opportunity. The results show that under the assumption of geometric Brown motion market and
ex post Cournot competition, network externality advances market-entry and raises the value of a flexible market-en-
try opportunity while market-entry flexibility puis off such an entry. This implies that an ohserved entry is the out-
come of the balancing between the force of network externality and that of flexibility to a market-entry decision.
Key words: network externality; flexibility; Cournot competition; market-entry decision
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