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Fig. 1 The innovation of the model and the relationship with the existing literature
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Table 1 Provider’ s optimal profit and corresponding market equilibrium under fixed subscription fee
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Fig. 2 Market equilibrium situation under committed subscription fees ( ¢; =1, and cases I to IV are from column 1 of Table 1)
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Fig. 3 Market equilibrium under no commitment to subscription fees (¢, = 1, and cases I to IIl are from column 1 of Table 2)
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Fig. 4 Market equilibrium at the promised price (¢, = 1, and cases I to Il are from column 1 of Table 3)
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Fig. 5 Market equilibrium without price commitment (¢, = 1, and cases I to III are from column 1 of Table 4)
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Pricing smart enterprise software: A data-driven upgrading perspective

DAI Jun', DOU Yi+fan'" , HUANG Li-hua', ZHANG Rui-cheng’
1. School of Management, Fudan University, Shanghai 200433, China;
2. College of Sciences, Shanghai University, Shanghai 200444, China

Abstract: Smart enterprise software is the software that leverages client data for upgrades and quality improve—
ment. With the rapid development of ongoing 5G and industrial Internet-of-Things technologies, massive data
are being accumulated for training the algorithms embedded in the enterprise software. In the meantime, enter—
prise software providers such as SAP and Oracle have actively transformed the pricing scheme from traditional
perpetual license model to subscription-based model. A game-theoretical approach is explored to explore the
rationale of this transition. The paper draws from real-world practices to make the assumption that the software
quality improvement is more significant when more data are collected for algorithm training, which appears no—
vel in the literature. It is found that both pricing models can be optimal, depending on both external market
characteristics and internal upgrades. Furthermore, our results show that the optimal pricing scheme also de—
pends on whether the software provider is able to commit to future prices. Our findings provide a theoretical
basis for the business model design of enterprise software providers in the smart and connected era.

Key words: system software; artificial intelligence; pricing information goods; business model design
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