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A Study on the Intra-group Network Externality Influencing
the Price Strategies of Two-Sided Markets

CHENG Gui-sun
School of Business, East China Normal University, Shanghai 200062, China

Abstract : Taken intra-group network effect into the pricing model of two-sided markets, the paper studies the price strategies of
two-sided markets under the joint action of inter-group network effect and intra-group network and analyzes the effects of intra-
group network effect on the pricing of platform firm. The paper builds the two-stage pricing game model and deduces the two-si-
ded price equilibriums under the joint action of the inter-group network effect and intra-group network effect. The results show
that the effect of intra-group network on consumers and manufacturers’ price depend on the market structure of the two-sided us-
ers’ access to the platform, that is to say, the effect of intra-group network on two-sided market pricing is different. Under two
different market structures, the profits of platform competition are directly proportional to the intra-group network externality and
inversely proportional to the iner-group network externality. The results also point out the difference of two-sided consumer price
on the single-homing structure or multi-homing structure depends on the strength of intra-group network externality on manufactur-
ers.
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