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An Economic Analysis of Providing
Free Electronic Version

DONG Song-ting' ,ZHAO Ping',ZOU De-qiang”

(1. School of Economics and Management s Tsinghua University, Beijing 100084, China ;
2. School of Management » Fudan University , Shanghai 200433, China)

Abstract: Some tangible products may be also provided with electronic
version, and tangible version (t-version) and electronic version (e-version)
offer different utility. For such products. online diffusion of e-version is u-
sually viewed as piracy, but the opposite cases are observed too. Some firms
actively provide free e-version and encourage its spreading through the inter-
net, but the sales of tangible products increase, not reduce. It points out
that, when both the proportion of high-end customers and the proportion of
matched customers are high, free e-version should not be regarded as pira-
cy, but a marketing tool to attract more potential customers, promote the
sales of tangible products and maximize firms’ profits. The paper develops a
normative model of this issue and discusses the strategies of providing e-ver-
sion and pricing decision-making under various situations.

Key words: network marketing; piracy; information diffusion of prod-

ucts; dual carrier (RHERE F M)



