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Monopoly pricing strategy of quality-differentiated products with network exter—
nality

*

ZHOU Xiong-wei' CAI Dan' LI Shi-gang” ZHOU Yan—u' CHEN Xiao-hong'
1. School of Business Central South University Changsha 410083 China;
2. International School of Business & Finance Sun Yat-sen University Zhuhai 519082 China

Abstract: With the development of internet technology and e-commerce the effect of network externality on
the sales of products becomes more and more important. Against this background we explore the effect of net—
work externality on pricing strategy. In this paper we separate network externality into self-network externality
and interactive network externality. We study on the impacts of different kinds of network externalities on the
optimal market prices market shares and profits. The main conclusions can be drawn as follows. Firstly if
only self-network externality exists it has no effect on the optimal prices while a significant influence on mar—
ket shares and profits of different products. Secondly if self and interactive network externality co-exist the
prices market shares and profits of different products are all influenced by network externality.

Key words: network externality; quality-differentiated products; pricing
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