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The Mode Decision on Merger of Firms with the Characteristic of Network Externality

CHENG Gui sun, CHEN Hong min, SUN Wir jun
(T he Antai College of Economics and M anagement, Shanghai Jiaotong University, Shanghai 200052, China)

Abstract: The paper builds the merger models for the industrial structures of upstream duopoly with dow nstream
oligopoly and upstream and dow nstream oligopoly with the characteristic of netw ork externality respectively, and
studies the game equilibrium when the firms take the horizontal and vertical merging as the strategy variables.
T he conclusions show the mode decisions have not been affected by the degree of network externality under the
industrial structure of upstream duopoly with dow nstream oligopoly, but affected by the degree of network under
the industrial structure of upstream and downstream duopoly. Furthermore, the paper shows the conflicts of irr
terest between the firms and the government in the merger mode decision.
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