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		Abstract

		Content Delivery Networks (CDNs) are a vital component of the Internet's content delivery value chain, servicing nearly a third of the Internet's most popular content sites. However, in spite of their strategic importance little is known about the optimal pricing policies or adoption drivers of CDNs. We address these questions using analytic models of CDN pricing and adoption under Markovian traffic and extend the results to bursty traffic using numerical simulations.    

When traffic is Markovian, we find that CDNs should provide volume discounts to content providers. In addition, the optimal pricing policy entails lower emphasis on value-based pricing and greater emphasis on cost-based pricing as the relative density of content providers with high outsourcing costs increases. However, when traffic is bursty and content providers have varying levels of traffic burstiness, as ex-pected in reality, volume discounts may be suboptimal and may even be replaced by volume taxes. Fi-nally, a pricing policy that accounts for both the mean and variance in traffic such as percentile-based pricing is more profitable than pure volume-based pricing when there is heterogeneity in burstiness across content providers. This finding is in contrast to the current practices of many CDN firms that use pure volume-based pricing. 
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