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Fig. 3 Optimal investment and price of the competitive platforms based on the effect of UGC to advertisers.
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User generated content investment and pricing decisions in online video markets

YIN Peng', DING Dong-hong', DOU Guo-wei’

1. School of Management, University of Science and Technology of China, Hefei 230026, China;
2. College of Management, Shenzhen University, Shenzhen 518061, China

Abstract: Platform managers should consider the effects of twosided network externalities when make pricing
decisions for users on both sides. Besides, investment strategies are also essential to platforms. Focusing on
the online video platforms, a game model is developed to investigate the trade-off between the strategies of two—
sided pricing and the investment of UGC ( user-generated content) . Different video contents exhibit different
attributes. The UGC attracts advertisers differently compared with the copyright contents, as affects the invest—
ment strategy of the platform. The platforms’ joint-decision on pricing and UGC investment is studied. Three
scenarios are considered: monopoly, duopoly with multi-homing advertisers, and duopoly with single-homing
advertisers. Optimal decisions on two-sided pricing and UGC investment for each scenario are given, and are
compared with those of traditional markets to explore the differences in terms of the decision-making. The re—
sults show how the platforms’ investment and pricing strategies are affected by the characteristics of UGC and
by the differentiation between competing platforms.

Key words: two-sided markets; video platform; UGC; pricing
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