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Table 1 P rofit change ofm edia fims

. b
A
0 a1 0.2 0.3 Q4 Q5 06 0.7 0.8 Q9 1
o Na 025 | 0249 | 0.248 | 0.246 | 0.243 Q0 240 Q 237 Q233 0. 229 0. 226 Q22
o VA 025 | 0249 | 0.247 | 0244 | 0.239 0 232 Q0 21 Q0 207 0. 188 0. 162 Q125
0 M 025 | 0249 | 0.248 | 0.246 | 0.243 0 241 0 239 0 238 0. 238 0. 241 0 250
0 J-ZVA 0250 |0.249 8| 0.249 | 0248 | 0.247 Q 245 Q 242 Q 240 0.2376 0. 235 Q 231

2
Fig 2 Profit change ofmedn fims
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Study on media competition based on two2sided m arket theory
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2 School of E conam ics and Management BeijngU niversity of Posts and Te lecanmunications
Beijng 100876 China

Abstract This paper develops a model of two2sided maiket wih negative extemality to study the duopoly
campetition between twom edia fims that are both advertising2financed and consumer2financed whtch provides
uswih an insight ofdescrb ng finctionalmechanism e ffect of d iffrentated strategies and equilibrim market
structure It is shown that the lower the equilibrum prices of consumers arg the larger the anounts of con2
suners visithgmedia, and higher the prices and the larger the anounts of advertisng, the less differentia2
ted the media are perceived to be even though these behaviors reduce heir profit I addition, an ncrease in
meda canpetition results n a shift fran consumer paynents to advertisng as a source ofmedia. s revenug
andmedia fims that aremanly advertisng financed have relatively more consumers Applyng ths model to
analyze the ncentves ofmeda fims to fom vertical alliance with their advertiser we find thatmedia fims
fom ng alliance is an optmal choice when they aremore d ifferentiated However when they are closer subst
tutes keepng independent is aNash equilbrim outcane

Key words two2sded market media canpetition negative extemality vertical allance



