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Fig. 2 Network effect and product diffusion(w = 0.5 d = 0.8)

1.0 == HEMZEHH 1000

0.9 == RIEREHIT 900

0.8] «— B 7= fl KL 800
207, 700 2
Eo6| w=0.8d=05 600 =
= 0.5] 500 &
CZ0.4] 400 £E
o3t 300 #
=02} 200 2

0.1 ij 100

0

4 7 1013 16 19222578%10
it [i]

3 (w=0.8d=0.5)

Fig. 3 Network effect and product diffusion(w = 0.8 d = 0.5)
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Competitive product diffusion at the level of individuals based on
network effect

ZHAO Bao—guo YU Zhou-ting

School of Economic & Management Beijing University of Posts and Telecommunications Beijing

100876 China

Abstract: An important feature of mature markets is the diffusion between the competitive products. Network
effect changes the traditional diffusion pattern and has an important impact on individual choice behaviors.

Previous studies focus on the rate and degree of diffusion at the level of aggregation ignoring the social inter—
actions and characteristics at the level of individuals. Based on the network effect this paper discusses com—
petitive product diffusion from the individual perspective. Firstly a direct network effect function based on the
social interactions is constructed and an indirect network effect function is developed which reflects the coop—
erative effect of multiple complementary products. Secondly individuals calculate their own profit at the cur—
rent time and their expected profit at the next time. At last they choose the right product for the next time ac—
cording to decision-making mechanism of expected socialized benefit satisfaction. Simulations are used to study
the diffusion system and the result demonstrates that: the direct network effect and indirect network effect
have distinct roles at different stages; the small world network is the optimum condition for competitive product
diffusions; individual number distribution personal preferences and individuals’ judgment to the market have
significant effects on diffusion.

Key words: competitive product diffusion; network effect; diffusion; individual



