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Abstract

Aiming at the pattern of selling perpetual license based software, we used analytical approach of
theoretical economics to develop an optimal two-period decision model and further discussed the
influences on software vendors’ selection of pricing strategy caused by the network externality
and quality uncertainty of the new released software. The experiment results showed that high
price strategy for initial version would be preferable when the expected quality of software up-
grades is low; meanwhile, the network externality presented the effects of positive feedback, and
as a consequence, once the critical density value of the network externality was surpassed, soft-
ware vendors could decrease selling price gradually until the market was completely covered.
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Figure 1. Consumers’ behaviors analysis
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Figure 2. Market segmentations
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Figure 3. Effects of quality uncertainty when =0
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Figure 4. Effects of quality uncertainty when x=0.3
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