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Abstract

Due to the development and application
of the Internet with  broadband
technologies, the bottleneck of the
Internet congestion finally could be broken
through recently. Under the security of
trading circumstances, users can utilize
any form of multimedia for the variety of

| SP information contents and applications to

| B satisfy their need of usual life. One hand,

ASP the users increase their demand for
personalized and various Internet content

and application services, as well as the

I SPA CPdesires of controlling information by

ASP themselves, in order to enhance the
positive network externality and reduce the

negative network externality on

consumption. On the other hand, in order

to enhance the network effect and the

interaction with users, the network service

providers create the personalized and

differentiated network services thru the

provision of content services and

application services. Therefore, most of

Internet service providers(ISP) become to

integrate Internet content providers(ICP)

and application service providers(ASP),

providing the differentiated services of



content and application, which creates the
value of information and also the bases of
the willingness to pay of users and the
differential pricing of the providers. The
purpose of this study is to explore the
provision of differentiated services of
content and application by ISP, ICP, and
ASP, and the optimal differential pricing
strategies for the differentiated services.
Theoretically, this study considers the
ability to charge differently for different
goods and different consumers for
providers as the heterogeneity of prices.
The providers may use different access
charge policies of Internet usage, content,
and application to fulfill the differential
pricing of network services, using
self-selecting optional two-part tariff with
different fixed fee and different marginal
prices of quantity or quality, or non-linear
pricing with different fixed deposit
services, and the third-degree price
discrimination. As long as the cost of
providing differential pricing scheme is
low enough, comparing a single tariff, a
menu with several optional two-part tariffs
or nonlinear pricing which gains more
profit for providers and larger consumer’ s
surplus for users. Moreover, the
increment of total surplus from enhancing
the price differentiation implies that the
differential pricing of Internet services
increases the welfare of the network
economy.
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