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Network Externalities Competition, and Product’s Differentiation

MIAOJUN WANG BING LI

(Peking University)

Abstract In this paper, we analyze product’s differentiation between firms when
it exists network externalities. Our key findings are the following: the product’'s
horizontal and vertical differentiation as well as competition between firms is
influenced by network externdities, however, the influence mainly depends on the
relation between network externalities and transportation cost.
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