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Abstract: With the advent of the Internet economy era and the rapid development of 

information technology, the competition in the information industry has become 

increasingly fierce. The internet has turned into a digital era, which made many of the 

ideas come true. As a product of the Internet economy, the pricing problem of 

information products have raised doubts for many people and attracted the attention 

of researchers. Internet information products are different from traditional products, 

and it is very special. In particular, Internet information products have a special cost 

structure with high fixed cost and marginal cost of approximately zero. This is the 

fundamental reason why the pricing behavior of Internet information products is 

different from the pricing behavior of traditional products. The application of Internet 

information products is very popular today, so it is very important and necessary to 

study it deeply. This paper first defines the Internet information products and explores 

its characteristics. Then it studies the factors affecting Internet information products 

and the pricing strategy of Internet information products, and finally conducts in-depth 

research through cases.  
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1 Overview of Internet Information Products 

1.1 The definition of Internet information product 

Under the strong support of information technology, the Internet has brought human 

cultural communication into a new era, which is called the Internet era [1]. People have 

to deal with the Internet almost every day. It has become an indispensable part of daily 

life. It can be said that mass media such as the Internet have greatly changed people's 

lives. In the daily life, we use information extensively. In essence, anything that can be 

digitized and encoded into a byte is information. Selling it as a commodity and make it 

into an information product. The advent of the Internet era has led to two major trends 
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in information products. On the one hand, the network makes information products 

begin to enter people's vision and become the focus of people's attention. Information 

products become more closely related to people's lives. On the other hand, with the 

development and penetration of the Internet economy, the scope of information 

products continues to expand. The generation of Internet information products is 

based on the Internet as an infrastructure, which can reflect the characteristics of its 

behavioral economics and has certain value of service information. It uses information 

as the starting point and end point of production. To understand information products 

from a broad perspective, it can be considered that all products that provide 

information or focus on information services are information products. For example, 

software, movies, books, stock indexes, flight dynamics are familiar information 

products. 

It is precisely because information can meet the needs of consumers, consumers are 

willing to pay for the acquisition of information. And their evaluation of specific 

information products varies greatly. Therefore, information providers should develop 

and implement specific pricing strategies based on these two facts. This particular price 

strategy is oriented toward customer value [2]. 

 

1.2 Characteristics of Internet Information Products 

(1) Stronger effectiveness 

Traditional business information has the disadvantage of slow transmission speed and 

poor delivery channels, which often leads to "get product information but product 

information is invalid." Internet information can effectively avoid this situation. As the 

internet information updates timelier and faster, as long as the information collector 

discovers the information in time, the effectiveness of the information can be 

guaranteed. Internet information products are more time-sensitive than general 

products. 

(2) Higher information accuracy 

Most of internet information is obtained by the search engine to find the source of the 

information. In this process, the intermediate links of information transmission are 

reduced, thereby reducing the misinformation and change of information, and 

effectively ensuring the accuracy of the information. 

(3) Externalities 

The externality of a commodity refers to a consumer's consumption of a certain 

product, which not only brings benefits to itself but also brings some utility to others. 

This external utility may be positive or negative. An important feature of Internet 

information products is the externalities of Internet information products. Internet 

information products can be used by multiple people at the same time for 
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decision-making, and the utility obtained by different individuals will not be divided or 

weakened. Information products are different from physical products. The core 

element is information, and information is not depreciated due to repeated use. In the 

process of use and consumption of Internet information products, information content 

is transferred from one carrier to another. This transfer will not cause any loss to the 

information products, nor will the products lose their original use value or utility. 

(4) Cost characteristics 

The production process of Internet information products often requires complicated 

mental work, so the early research and development costs are high, and it has high 

risks and uncertainties. Later information management is relatively simple and the cost 

of manufacturing is very low. Since the process of copying the product is simple and 

has no loss to the product, the copying cost is almost zero. Therefore, Internet 

information products are special products with high sunk costs and marginal costs of 

approximately zero. 

(5) Economies of scale 

The cost characteristics of Internet information products can be reflected in the cost 

curve, which is a certain fixed cost and the total cost that remains unchanged with 

increasing output, and the continuous reduction of unit cost [3]. As the average cost 

continues to decline, Internet information products show an obvious incremental effect 

of scale returns. 

(6) Easy capability 

The greatest value of Internet information products is that they are easily copied, 

stored and transmitted. There is almost no cost in the process of copying, storing and 

transferring. The amount of information in modern economic life is very large. If 

traditional information carriers are still used, it is difficult to store them and it is difficult 

to find. Internet information can be easily downloaded from the Internet to own 

computer, and information can be managed through the computer. Moreover, there is 

also a corresponding information storage system on the original websites. When own 

information is lost, it can be found again in the original information source. 

 

2. The Factors Affecting the Price of Internet Information Product 

Since Internet information products have different characteristics from traditional 

products, the factors affecting the price of Internet information products have their 

particularities [4]. But the essence of price is the monetary performance of value. The 

price of any product is affected by factors such as value, cost, market supply and 

demand, and Internet information products are no exception [5]. In addition, the price 

of Internet information products has its particularity and it is also affected by factors 

such as product life cycle and social information level. 
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2.1 Product Value 

The price of internet information commodity must be based on its value. The price of 

an internet information product is the monetary performance of its value. However, the 

value and use value of Internet information products have different characteristics 

from ordinary products, and they will have a certain impact on the price of information 

goods. The price of Internet information products is affected by the human intellectual 

labor that is condensed in its production, and is also affected by the knowledge level of 

consumers. 

 

2.2 Product Cost 

The cost factor is the basis for the pricing of Internet information products [6]. The 

price of products only in a certain profit situation, producers have the power to produce. 

Cost is proportional to price, which means the cost is higher, the price is also higher. 

The cost of Internet information products mainly includes production costs, sales costs, 

network operation costs and after-sales services costs. In short, the higher the total 

cost of Internet information products, the higher the price of the product. 

 

2.3 Difficulties and Risks of Product Development 

Internet information products are high-tech products, which are more advanced and 

complex than ordinary products [7]. Therefore, the research and development of 

Internet information products is more difficult and more risky than ordinary products. 

The development of Internet information products requires a lot of complicated mental 

work. If the research and development is very difficult, it will need more mental labor. 

The difficulty of product development is proportional to the price of the product. The 

more difficult the product development, the higher the product price. 

The high cost of sunken of Internet information products increases the risk of 

producers. In addition, Internet information products are easily copied, so producers 

face the risk of being pirated. The risk of Internet information products is directly 

proportional to the price. The higher the risk, the higher the price. 

 

2.4 Product Life Cycle 

Internet information products have a shorter life cycle than ordinary products. The 

length of the Internet Information product life cycle directly affects the price of 

products [8]. Products with longer life cycles can make consumers get more utility in a 

longer period of time, and consumers can afford higher prices. In general, Internet 

information products with longer life cycles are more expensive. 
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2.5 The Relationship between Supply and Demand 

The market price of a commodity is determined by the supply and demand of the 

commodity, and Internet information products are no exception. Due to the 

reproducibility and cost characteristics of Internet information products, once Internet 

information products are produced, the output can be greatly increased, which is not 

limited by resources and production capacity. Therefore, the supply of Internet 

information products is unlimited, the market price is decided by demand. The greater 

the market demand for Internet information products, the higher the price. 

 

2.6 Consumer Preferences and Affordability 

The influence of consumer preference and affordability on the price of Internet 

information products is greater than general material goods. Because the consumer's 

subjective identity to Internet information products is the key to realize the value of 

Internet information products. For the same Internet information product, different 

consumers receive different levels of satisfaction [9]. Therefore, the price they are 

willing to pay is different. The value evaluation of the consumer to the internet 

information commodity depends on the utility he obtains from the product, and the 

amount of utility is not only the Internet Information product itself, but also the quality 

of Internet information product users and consumers' preference for products. 

 

2.7 The Degree of Social Information 

The degree of social informatization is high, the internet information market is perfect. 

Internet information products will have a large number of users and consumers, and 

the value of information products can be realized. The higher the technical level of the 

production information product, the greater the value of the product and the higher the 

price. 

 

3 Pricing Strategies of Internet Information Products 

The pricing of Internet information products is based on some factors that affect prices, 

which follow a certain pricing strategy and ultimately obtain the actual price [10]. 

Pricing strategy is an important part of the pricing of Internet information products. 

Pricing strategies are generally based on the characteristics of the product itself, 

combined with market structure, market supply and demand, and other relevant 

factors [11]. 

 

3.1 Personalized Pricing Strategy 

Personalized pricing means that the same product charges a different price to each 

consumer. The personalized pricing strategy is a strategy that uses the interactive 
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characteristics of the internet and the specific needs of the consumer to determine the 

price of the product [12]. The interactivity of the network makes personalized 

marketing possible and makes personalized pricing strategies become an important 

strategy for Internet marketing. In the era of internet economy, the Internet provides 

a market segmentation channel for personalized pricing, which enhances the ability of 

enterprises to understand consumer preferences and willingness [13]. Enterprises can 

provide them with different needs according to consumers' needs. The products are 

even tailor-made for them and they can be used to charge the highest price that 

consumers are willing to pay. Under the conditions of internet economy, more and 

more manufacturers find that it is a feasible and effective strategic choice to sell 

personalized products to customers with personalized pricing methods. 

 

3.2 Bundle Pricing Strategy 

Bundled pricing refers to the bundling of two or more related products and setting a 

uniform price for sale. Compared with the sale alone, bundling can increase the profit, 

because it can reduce the dispersion of consumers' desire and attract more consumers 

to buy bundled products [14]. Bundled pricing strategies have a significant impact on 

the sale of information products, especially when the valuations between commodities 

are not relevant. In the network economy, bundled pricing strategies are more widely 

used than in the traditional economy. For example, Microsoft's Office product line. 

Since the marginal cost of Internet information products is negligible, bundling of 

Internet information products can be carried out at very low cost [15]. At the same 

time, online transactions and online payment methods have greatly reduced the 

transaction cost of products. Bundling reduces the difference in consumer preferences 

and sells products to them at a price. Lower marginal costs make the product portfolio 

become more attractive to consumers and manufacturers can get more profit, while 

bundled sales can also reduce users' search costs, usage difficulty and transaction 

costs. 

 

3.3 Penetration Pricing Strategy 

Penetration pricing strategy refers to enterprises take low price to attract a large 

number of customers and quickly open the market when they put new products into 

the market, which can obtain a relatively high market share in a short period of time 

[16]. At the same time, low pricing scares other competitors who intend to enter the 

field. This pricing strategy is also known as a low pricing strategy. Because the 

penetration pricing strategy can effectively expand the sales volume and user scale of 

the products, it is widely used by internet enterprises. This strategy can take a 

relatively large market share and increase the sales volume to obtain corporate profits, 
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which is beneficial to the support of sales channel members. At the same time, the 

strategy can largely prevent competitors from entering. 

 

3.4 Differential Pricing Strategy 

Differential pricing strategy refers to the same product for different customers and 

different markets to set different price. There are four forms of differential pricing, 

including customer differential pricing, product form differential pricing, product 

location differential pricing and sales time differential pricing. Differential pricing 

strategy is one of the more typical pricing strategies in practice, also known as price 

discrimination. 

 

4. Case study- Amazon Differential Pricing 

In order to increase profitability in the main products, Amazon began the famous 

differential pricing experiment in mid-September 2000. Amazon selected 68 DVDs for 

dynamic pricing trials. In the trial, Amazon determined the quotation level for the 68 

discs based on demographics of potential customers, shopping history in Amazon, 

online behavior and software systems used on the Internet. For example, a disc named 

Titus is priced at $22.74 for new customers and $26.24 for old customers who are 

interested in the disc. Through this pricing strategy, some customers pay a higher price 

than other customers and Amazon increased the gross profit margin of sales. But the 

good times are not long, this differential pricing strategy was discovered by some 

attentive consumers within a month. Those who pay high prices complained and some 

even publicly stated that they would never buy anything in Amazon. At this point, the 

Amazon price trial ended in complete failure. Amazon not only suffered economic 

losses, but its reputation was also seriously damaged. 

The reasons for the failure of the Amazon differential pricing test include the following. 

Firstly, Amazon differential pricing strategy is contrary to its consistent value 

proposition [17]. On Amazon's web page, Amazon's clear mission is to be the world's 

most customer-centric company. Before the differential pricing experiment, Amazon 

had a good reputation among customers. But Amazon's pricing trial has completely 

damaged its image. Even if Amazon handled the crisis to save the impact in time, 

Amazon has never been as trustworthy as consumers have in the past. 

Secondly, Amazon differential pricing strategy violates customer privacy and violates 

basic online marketing ethics. Amazon used information such as customer shopping 

history and demographic data, which violated the original intention of data collection. 

Obviously, using these information were not recognized by the customer, it infringed 

the privacy of the customer. 
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In addition, Amazon's behavior did not match its market position. After Amazon’s 

behavior was exposed, not only would its own reputation be affected, but the entire 

online retail industry would be implicated. Because Amazon was the market leader in 

online retail and occupied the largest market share, it would undoubtedly face the most 

severe crisis of confidence. So it can be seen that Amazon's strategy is extremely 

unwise. 

There are great risks in using differential pricing strategies in online marketing, which 

must be cautious when choosing to use them. Otherwise, it is likely to be 

counterproductive and cause a lot of trouble for the company's operations. 

Differentiating products is a key to avoiding failure when implementing differential 

pricing strategies. 

 

5. Conclusion 

The development of the Internet economy has promoted the high development of the 

Internet information product market. Compared with traditional industrial products, 

Internet information products have special characteristics. The pricing theory in the 

traditional economy can no longer be applied to the pricing practice of Internet 

information products. Since Internet information products have different 

characteristics from ordinary products, the pricing theory of Internet information 

products has different characteristics and laws from traditional market pricing theory. 

Due to the particularity and complexity of Internet information products, it is difficult to 

develop a pricing method that applies to all Internet information products and 

integrates all price factors. In reality, we must set different pricing strategies based on 

the actual situation of various Internet information products and the basis of theory. 

This paper studies the personalized pricing strategy, bundle pricing strategy, 

penetration pricing strategy and differential pricing strategy of Internet information 

products. These strategies are the most applicable and most commonly used pricing 

strategies in the internet economy, and take Amazon as an example for further study. 

Studies shows that there is a great risk in setting up the pricing strategy of the internet 

marketing, so it must be cautious when choosing to use them. Otherwise, it is likely to 

be counterproductive and cause a lot of trouble for the company's operations. In reality, 

the pricing of Internet information products requires specific pricing based on the 

different conditions of each product. Therefore, the pricing behavior of Internet 

information products needs to be determined based on actual conditions. 

 

References 

[1] S. Subramoniam, “Commanding the Internet era”, Industrial Engineer, 2008, Vol. 40(10), 

p44–48 



Volume 5 Issue 7 2018 

   27 

[2] S. Kim, T. Jung, E. Suh and H. Hwang, “Customer segmentation and strategy development 

based on customer lifetime value: A case study”, Expert Systems with Applications, 2006, 

Vol. 31(1), p101–107. 

[3] R. Anwar and S. Ali, “ECONOMIES OF SCALE”, International Interdisciplinary Journal of 

Scholarly Research, 2015, Vol. 1(1) 

[4] R. Yan, “Market information strategies for online retailers”, Journal of Revenue and Pricing 

Management, 2007, Vol. 6(3), p200–211 

[5] B. Ratchford, “Online Pricing: Review and Directions for Research”, Journal of Interactive 

Marketing, 2009, Vol. 23(1), 82–90. 

[6] A. Jepsen, “Factors affecting consumer use of the internet for information search”, Journal 

of Interactive Marketing, 2007, Vol. 21(3), p21–34 

[7] K. Araki, “Advanced Project Management Framework for Product Development”, In 

Proceedings of the 10th International DSM Conference, 2008,  p143–155 

[8] X. Zhang, X. Han, X. Liu, R. Liu and J. Leng, “The pricing of product and value-added 

service under information asymmetry: a product life cycle perspective”, International 

Journal of Production Research, 2014, Vol. 53(1), p25–40 

[9] P. Casher-Cardo, ” Consumer Preferences”, CONSUMER PREFERENCES, 2012, p1–9 

[10] T. Sammut-Bonnici and D. Channon, “Pricing Strategy”, Wiley Encyclopedia of 

Management Online, 2014, Vol. 3(2), p55–78 

[11] S. Lipovetsky, “Pricing Models in Marketing Research”, Intelligent Information 

Management, 2011, Vol. 3(5), p167–174 

[12] A. Ghose and K. Huang, “Personalized pricing and quality customization”, Journal of 

Economics and Management Strategy, 2009, Vol. 18(4), p1095–1135 

[13] F. Ancarani, “Pricing and the Internet”, European Management Journal, 2002, Vol. 20(6), 

p680–687 

[14] A. Herrmann, F. Huber and R. Higie Coulter, “Product and service bundling decisions and 

their effects on purchase intention”, Pricing Strategy and Practice, 1997, Vol. 5(3), 

p99–107 

[15] S. Tanford, S. Baloglu and M. Erdem, “Travel packaging on the Internet: The impact of 

pricing information and perceived value on consumer choice”, Journal of Travel Research, 

1012, Vol. 51(1), p68–80  

[16] O. Wendt, F. Westarp and W. Koenig, “Pricing in Network Effect Markets”, ECIS, 2000, Vol. 

(2000), p82 

[17] F. Sotgiu and F. Ancarani, “Exploiting the opportunities of Internet and multi-channel 

pricing: An exploratory research”, Journal of Product & Brand Management, 2004, Vol. 

13(2), p125-136. 


