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Network Externalities and Pricing in E-marketplace

Guo Qiang

(Tourism College of Hainan University)

Abstract This study analyzes the optimal pricing strategy in e-marketplace. Due to the important role that network
externalities play in our model, we firstly apply a game model to the analysis of the effects of network externalities on
monopoly pricing strategy. The following conclusion is reached: when network externalities are of a sufficient
magnitude, sub-game perfect equilibrium prices increase as time goes by. We then analyze the influence by network
externalities on pricing under competitive conditions. Findings suggest that network externality trap and network
externality advantage exist. Finally, we propose a simple method of calculating the magnitude of network externalities
in e-marketplace.
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