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Abstract

Applying theoretical analysis, mathematical analysis, empirical
analysis and other methods, this thesis studies theories of Internet con-
sumption and their analytic models, micro — mechanisms for the formation
and development of Internet consumption, the development of and changes
in Internet consumption and micro ~ level patterns of such development
and changes, and the measurement and management of Internet consump-
tion. A quantitative analysis is conducted of the current state of Internct
consumption in China, and policy suggestions for adjusting and controlling
Internet consumption in China are proposed. Intended as a contribution to
scholarly understanding of the economics of the Internet, this study can
provide some new experience to empirical economics in the age of infor-
mation and some policy analysis for the management of the Internet.

Traditional economics has been successful in explaining fairly accu-
rately and effectively people’s consumptive activities in the industrial age
and before, but with the coming of the information age, it has been met
with tremendous challenges from the practice of Intemet consumption, es-
pecially in the area of Internet economy. Both theoretical and mathematical
models show that Internet consumption is a complex process of “produc-
tion and consumption” , and a complicated one in which increasing retums
alternate with diminishing returns. The theoretical model of this thesis

crosses the boundaries between different resource factors as defined in tra-
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ditional economics by introducing the concept of time resource, challenges
the conclusion of diminishing retums in traditional theories of consumption
by realizing there exisis a stage of increasing returns, and more generally
breaches the demarcation line between theories of consumption and those
of production in traditional economics by recognizing the union between
consumption and production. On the other hand, analyses in this thesis
also lend support to some of the more scientific elements in traditional
economics . More specifically, certain results obtained with the model pro-
posed in this thesis, such as the preconditions for the maximization of re-
turns in Internet consumption, patterns of the substitution between differ-
ent factors invested, are consistent with classical economics.

An Internet consumption pattern is a stable structure composed of
three structural elements, namely, Internet consumptive behaviors, ideas
regarding Internet consumption, and materials for Intemet consumption. A
functional coupling exists among these interdependent elements. The for-
mation of an Internet consumption pattern is marked by the establishment
of such coupling among these structural elements, and usually goes
through three basic steps: initial elements—functional coupling—>structur-
al stabilization. With different initial elements, the dynamic mechanism
and formation process of an Internet consumption pattern would be differ-
ent. The formation of an Internet consumption pattern, or the establish-
ment of a functional coupling among the three structural elements, is a
process with quantitative changes, but it is only a seed that has yet to
grow. In the next stage, the Intemnet consumption pattern undergoes a
growth process in three steps. First, the scale grows from small to large;
then the level rises from low to high; and lastly the number of its uses in-

creases from few to many, corresponding to a stage of accelerating growth,
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a stage of decelerating growth, and a stage of stabilization, respectively.
This is a process of dynamic expansion in which the output of each struc-
tural element is continuously raised. The evolution function of Internet
consumptioh and its curve can be used better to explain the process of the
formation and growth of an Intemet consumption pattern, and to obtain
some valuable results from the analysis.

Internet consumption at the macro — level is not a simple sum of the
Internet consumption of individuals, but has its own characteristics and
follow its own laws. It takes three major forms: total amount of Internet
consumption, changes in social structure, and the process of institutional-
ization . The model for the growth of total Internet consumption proposed in
this thesis shows that the growth of total Intemet consumption is closely
tied to the development of the IT industry, and is powered by the continu-
ing creation of new and more powerful Intemnet — related products. Since
Internet consumption is a structural element with some new qualities, its
rapid development is bound to induce changes in such areas as the struc-
ture of the productive forces, industrial structure, stratification structure
of the society, and the structure of market organization . From its rise to its
being established, its status in society undergoes a gradual process of in-
stitutionalization . In the Internet economy, institutional scarcity is a wide-
spread phenomenon. The precondition for institutional innovations regard-
ing Internet consumption is for the expected net returns to be positive,
and once an innovation proves successful, the so — called “first - innova-
tion effect”, which is self - strengthening, would come into being.

Virtual identification is the process by which people acknowledge
and accept virtual phenomena in life on the Internet and incorporate them

into their own life systems. The extent to which people identify with the
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“virtual” is a key factor affecting the quality of life on the Internet. The
virtual is a form of existence, a mediated reality, and a form of expression
of reality . It reflects actual role relationships, and people’s perceptions of
the virtual reality formed by these relationships is the conceptual basis for
virtual identification. With this basis, virtual identification still has to go
through a process of behavioral adjustment .

The four specific methods proposed in this thesis for measuring Inter-
net consumption, namely, the expenditure method, the coefficient meth-
od, the structural method, and the index method, have implications for
management in many areas. The thesis explores the similarities and differ-
ences among developed countries in their management goals, national pol-
icy, legislation, content regulation, and management systems, and sums
up the achievements and experiences in theory and practice of these coun-
tries that China can draw upon. Based on the above, the thesis proceeds
to analyze such issues as models of the management of Internet consump-
tion, the operation of the Internet market, and methods for controlling In-
temet consumption, in an attempt to develop a general theory of and
methods for the management of Internet consumption.

Statistical analysis is used to show the current situation of the devel-
opment of Intemet consumption in China.In terms of consumption level,
although Chinese users often do not have sufficient ability to pay due to
their relatively low income level, still the proportion of their income which
they are willing to spend on Intemnet use is fairly high, and time spend
online has increased several times in recent years. In terms of consumption
structure, the most popular Internet consumption item is the email, with
other information services also used rather widely, while the use of com-

mercial Intemet services lags behind. In terms of the subjects of Internet
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consumption, most Internet consumers in China at present are male,
young, and of high education level, and live in the more developed re-
gions. In terms of temporal — spatial patterns, Internet consumption in
China is mostly interregional, and is beginning to break up the so — called
“all time and eyerywhere” phenomenon in the traditional - style work
schedules. In terms of the speed of development, Internet consumption in
China has made significant progress, but compared with developed coun-
tries, China is still faced with insufficient Intemnet resources, insufficient
Internet market, and insufficient consumer quality, and is still quite some
distance from meeting the requirements of an Internet economy.

The following policy suggestions are proposed for developing China’s
Internet consumption: Fully realize the vantage position of Internet con-
sumption in the country’ s social transformation, promote in eamest the
development of the “Two Kinds of Important Facilities”, focus on devel-
oping software and database applications in Chinese, strengthen the na-
tional government’ s macro — level control and adjustment of Internet con-
sumption, further perfect the Internet market, accelerate the formation of
self — disciplinary mechanisms in regard of Internet consumption, and pay
close attention to how to solve deep — seated social problems that arise

with Internet consumption .
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