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Cross-subsidization and the Price Competion of Cybermediaries

CHEN Yan-ying, YUAN Yi-jun

(Research Center of Economics , Dalian University of Technology ,Dulian 116023 ,China)

Abstract; Cross-subsidization is a universal pricing pattern for cybermediaries. Owing to
the asymmetric network effect in intermediate service of network, quite different, in essence,
from traditional cross-subsidization, cross-subsidization of cybermediaries, however,can increase
competition,rather than weaken competition. When all the firms in this industry act in this
manner, the profit of the whole industry will bring down to zero. Therefore, from the perspec-
tive of industrial organization, this behavior is desirable in pricing. Establishing a free entry in-
dustrial environment should be the focus of normalizing the industrial development by govern-
ment policies.

Key words: cybermediaries; cross-subsidization; asymmetric network effect; price compe-
tition
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