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Price strategy and network-size allocation strategy in monopoly two-
sided platform

CHEN Fei-ran' , ZHU Dao-li""*"

1. Antai College of Economics & Management, Shanghai Jiao Tong University, Shanghai 200030, China;
2. Sino-US Global Logistics Institute, Shanghai Jiao Tong University, Shanghai 200030, China

Abstract: This paper establishes an MPEC model by using infinitely many differentiated classes of customers
equilibrium method to analyze price strategy and network-size allocation strategy for a two-sided monopoly plat-
form taking into account the choice behaviour of vertical differential two-sided users. Considering the multiple
market equilibria problem, supply curve and demand curve are applied to analyzing the geometric features and
feasible region of the multiple equilibria. The optimal price strategiesare derived under both optimistic and
pessimistic preferences for the multiple equilibria problem. The optimal network-size allocation strategies are
also derived under these two preferences and the duality for optimistic price strategy and network-size allocation
strategy is evidenced. In order to provide helpful suggestions and references for platform companies, assuming
an initial network-size, the limit solution of the network-size trajectory iterative equation for solving equilibrium
fixed-point problem of two-sided platform users is studied, and the optimal price strategies for a given network
sizes are obtained.

Key words: two-sided market; vertical differentiation; price strategy; allocation strategy ; multiple user equi-

libria



