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Market power server quality price and expected profit of software-as-a—

service provider and customer

YAN Jian<yuan' HU Hai-ging’
1. Business School Nankai University Tianjin 300071 China;
2. Business School Shandong Yingcai University Jinan 250104 China

Abstract: Software-as-a-service ( SaaS) is the software delivery innovation derived from the IT application in—
novation. It is also an innovation of software outsourcing for customers. SaaS is different from traditional soft—
ware outsourcing in product form pricing model and delivery methods. This paper studies SaaS provider’

and its customer’ decision behavior and its effect on expected profits influenced by their different market
powers. It is found that the overmatched market power does not impact the service quality but the comparable
market power will change the service quality effect factors. The surprising findings are that the total expected
profit will increase when the SaaS customer own all the market decision right; when the demand quantity im-
pact customer’ s value the surplus value price and service quality will increase and in certain circum-—
stance the total expected profit and SaaS provider’ s expected profit will increase at the same time. Hardwares
provided from laaS can decrease the service price and warrant the service quality furthermore they will en—
large the demand quantity. The research will enrich the theoretical model of software outsourcing and the con-
clusions will contribute to the development of SaaS and Cloud Computing.

Key words: SaaS; IT outsourcing; market power; service quality



