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The Study on the Interaction Mechanisms of Network Effects
Guo Shuiwen and Xiao Wenjing

( School of Economics Renmin University of China)

Abstract: For a long time there are different understandings among different scholars on the interaction mechanisms of network

effects. This article thinks that these differences reflect their different understandings to the concept of network essentially. Theories of

direct network effects investigate the direct network theories of indirect network effects investigate the indirect network and theories of

two — sided network effects investigate the two — sided network. Theories of direct network effects emphasize the questions such as users’

expectlations excess inertia excess momentum and installed base; Theories of indirect network effects emphasize the questions such as

users’ preference for variety role of complements integration; Theories of two — sided network effects emphasize the questions such as

interdependence of users’ demand chickens and eggs single — homing and multi — homing. The three theories put different

interpretations on the microscopic mechanism of network effects. However these theories mean essentially some methods of modeling.

Maybe in reality there exist multiple network effects in specific network.
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