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Abstract
For information goods such as software, videos, and telecommunications services, we often see multiple pricing schemes being offered by different vendors. Existing literature has focused on determining the optimal pricing scheme and/or deriving the optimal price. However casual empirical evidence indicates that some providers offer multiple pricing schemes while others offer only specific pricing schemes. Clearly there are a number of factors that influence a firm's decision to adopt one or many pricing schemes including technical factors such as the availability and reliability of the underlying technology. In this paper, we offer another potential explanation for the diversity in pricing schemes and why certain firms in certain industries may limit themselves to one pricing scheme while others offer a wide range of pricing schemes. We show that under certain conditions, duopolistic sellers of a commoditized information good would find it optimal to adopt different pricing schemes. This occurs when one pricing scheme is more efficient for certain buyers while another is more efficient for other buyers. We extend this model to a duopolistic market that is horizontally differentiated. We show that in markets where the products are highly differentiated, each firm will offer the same set of pricing schemes but in markets where the products are not well differentiated, firms will use different pricing schemes.
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