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Fig. 1 Shares of duopolies in upstream/downstream markets
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Fig. 2 Pricing by duopolies in upstream/downstream markets
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Research on price campetition anong network operators under one type of
indirect netw ork effect Based on competition between digital TV and IPTV

WAN X ing, HUHan-huy XUM n
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Abstract The access service/channel provison paradign in the dgital TV ndustry has an ndirect new ork
effect which is different fran hawdw are/software paradign frequently used in analysis of ndirect new ork
effect The access service provider holds a core position in the first parad gm while consumers hod a core post
tion n the second parad gm. The paper firstly analyses the price canpetitbn betw een oligopoly access provil-
ers usng UPE (Undercutproof equilibrum) n a setting where the number of consun ers and channel provd-
ers are exogenous Thenwe analyze the price canpetitbn with vertical difference n a settng where the nun-
ber of consumers and channel providers are endogenous The paper finds that under exogenous setting the
price n one side of the maiket relies on its share n anothermarket Under the endogenous setting w ithmultr
han ing by more channel providers the price gap between h gh-quality access providers and low-quality access
providers w ill increase n the upstrean m arketwhile their price gap n the downstrean market w ill decrease

Key words wndirect nework effect UPE;, vertical difference canpetiton
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( 2 )
the stochastic differential gamemodel is developed The equilibrim national advertising input local advertis
ing input expected goodw ill and variance ofmanufacturer aswell as probability distrbutbn function are ob-
taned n a Stackeberz gane and cooperatve gane The equilbriun advertising sharing rate is ob tained in the
Stackelberg gane The resulis beween the Stackelberg gane and cooperative gane are canpared W e finds
that the bcal advertising of the retailer and the goodw ill of hemanufacurer n a Stackelberg gane and cooper
ative game is related to he advertisng canpetition coefficient The probability distrbuton function of goodw ill
has evolutionaty stability n certain conditbns At last the ncrenental profit is divided beween the retailer
and he manufacturer by using utility theory.
Key words supply chair cooperative advertishg advertisng canpetiton; stochastic differential gan ¢
Stackeberg gan ¢ cooperative gan ¢ H am ilton- Jacob rBelln an



