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Network externalities, product differentiation and control strategy to techno-
logy standard of firms

SUN Wu-jun

School of Business, Department of Finance & Insurance, Nanjing University, Nanjing 210093, China

Abstract; The purpose of this paper is to discuss the incentive of an exclusive holder of a technology to open
it to other firms in a market with network externalities. Our result shows that, under the assumption that the
fulfilled expectation of sales is a stochastic variable, the incumbent will share the technology with other firms to
expand consumers’ installed base rapidly and make higher profit than the monopoly profit when the strength of
network externality is weak and/or the degree of product differentiation is strong. On the contrary, the exclu-
sive holder of the technology has no any motivations to open the technology when the strength of network exter-
nality is strong and/or the degree of product differentiation is weak.

Key words : network externalities; product differentiation; technology control strategy; compatibility



