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Supply chain mode selection and pricing for paid membership video platforms

JIANG Zhong-zhong'?", LI Kun-yang"?, ZHANG Ying-xiang’, HE Na'*

1. School of Business Administration, Northeastern University, Shenyang 110167, China;

2. Institute of Behavioral and Service Operations Management, Northeastern University, Shenyang 110167,
China;

3. College of Business, Shanghai University of Finance and Economics, Shanghai 200433, China

Abstract: A new profit model (paid membership) and a new supply chain mode (account sharing mode) were
emerged in the recent years. However, the existing online video pricing theories and methods based on the
traditional retail video platform and buyout mode cannot guide the new practice. Therefore, we study the pricing
strategy for the paid membership video platform under two different supply chain modes, whose supply chain
mode selection strategy are also analyzed. The results show that: the video paid membership platform will adopt
“free to members”, “discount to members” and “symmetrical pricing” successively with the increase of video

quality in the buyout mode, while only “discount to members” and “symmetrical pricing” will be adopted
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successively with the increase of video quality in the account sharing mode. Meanwhile, the selection strategy
of the optimal supply chain mode is mainly determined by video quality. When the quality is low (high), the
buyout (account sharing) mode should be selected. In addition, we find that the paid membership video platform
does not directly obtain VOD revenue from ordinary users, and its revenue structure is determined by the
proportion of existing members. We also find the sharing mode can encourage the paid membership video
platform purchase high-quality video under certain conditions. The results by extending the model to member-
only videos prove the robustness of the main conclusions of the paper. The conclusion of the study can provide
useful management implications for paid membership video platforms and online video industry.

Key words: Online video; Video platform; Paid membership; Supply chain mode; Dual-channel pricing
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