Gartner Research

Publication Date: 19 September 2003 ID Number: FT-21-1081

Sun's New Pricing Model Will Attract Attention

Daryl C. Plummer, Yefim V. Natis

Sun Microsystems has consolidated its software products into the Java Software System
(JSS). The success of this strategy will depend on customer confidence.
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NEWS ANALYSIS

Event

On 16 September 2003, Sun announced several new products encompassing a suite of
application and network platform technologies, and a new software pricing model. JSS is priced
to entice customers to try Sun products and to drive system sales by reducing system software
cost and complexity. Sun will now use subscription-based (per-employee) pricing, which will allow
unlimited product use for Internet and intranet deployments.

Analysis

Sun has completed the process of consolidating its network software offering. Sun has officially
released the project code-named as the Java Enterprise System (JES), an extended application
platform suite priced at $100 per employee. JES includes Sun's application server, integration
server, portal server and other technologies, such as directory, calendaring and e-mail — a full
smart enterprise suite and identity management.

The announcement centers on Sun's innovative new pricing strategy for Sun software products.
Sun's hew pricing encompasses the entire JSS. In addition to JES, Sun provides pricing for the
Java Desktop System (formerly MadHatter) at $50 per employee, the Java Development Studio
at $5 per employee and N1. Sun will release the Java mobility and Card systems later, also at a
per-employee price. Pricing per employee will compare favorably to the traditional per-server
pricing method in industries where few employees serve many customers. Businesses that are
more employee-intensive may pay more for their software. Sun has implemented a cap on pricing
at 120,000 employees, but Sun runs little risk with this cap since software sales don't account for
the bulk of Sun revenue. Sun does offer the traditional per-processor pricing for these situations.

Sun wants to convey the message that enterprises buying its entire suite of platform solutions will
save money. Sun wants to establish a reliable foothold in the software infrastructure market and
make Sun's hardware and software a universal offering. If it succeeds, this effort will force
competitors such as Microsoft and IBM to evaluate support for similar comprehensive pricing.
Although this type of pricing is not new, it requires significant effort to create support features,
such as single-product stock-keeping units and unified release schedules.

Bottom Line: The new pricing model will attract interest, but enterprise commitment to the JSS
will not necessarily follow. Sun will still have to build customer confidence and JSS sales.
Evaluate Sun's new pricing model by comparing it with the single-product pricing models of Sun's
competitors to see where savings thresholds appear.
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