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Abstract—Along with the wide deployment of infrastructures and the rapid development of virtualization techniques in cloud
computing, more and more enterprises begin to adopt cloud services, inspiring the emergence of various cloud service providers.

The goal of cloud service providers is to pursue profit maximization. To achieve this goal, cloud service providers need to have a good
understanding of the economics of cloud computing. However, the existing pricing strategies rarely consider the interaction between
user requests for services and the cloud service provider and hence cannot accurately reflect the supply and demand law of the cloud
service market. In addition, few previous pricing strategies take into account the risk involved in the pricing contract. In this article, we
first propose a dynamic pricing strategy that is developed based on the customer perceived value (CPV) and is able to accurately
capture the real situation of supply and demand in marketing. The strategy is utilized to estimate the user’s demand for cloud services.
We then design a profit maximization scheme that is developed based on the CPV-aware dynamic pricing strategy and considers the
risk in the pricing contract. The scheme is utilized to derive the optimal multiserver configuration for maximizing the profit. Extensive
simulations are carried out to verify the proposed customer perceived value and risk-aware profit maximization scheme. As compared
to two state of the art benchmarking methods, the proposed scheme gains 31.6 and 30.8 percent more profit on average, respectively.

Index Terms—Cloud computing, customer perceived value, dynamic pricing, multiserver configuration, profit maximization, risk

1 INTRODUCTION

LOUD computing, as a new and effective commercial

model that turns the delivery of storage, computing, and
communication resources into ordinary commodities in a
pay-as-you-go mannet, is being paid more and more atten-
tion by academia and industry [1]. With the rapid develop-
ment of virtualization techniques and the wide deployment
of infrastructures in cloud computing, the number and
variety of cloud service providers (e.g., Amazon EC2 [2] and
Microsoft Azure [3]) have dramatically increased. The goal
of these cloud service providers is to pursue profit maximi-
zation. Therefore, for these service providers, how to deter-
mine their cloud service prices and configure their cloud
servers for obtaining the maximum profit are of utmost
importance.

Like all the traditional businesses, the profit of a cloud ser-
vice provider is the difference between the revenue gained
by selling cloud services to customers and the monetary cost
of rental charge as well as electricity bill of servers owned by
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the infrastructure providers. Either increasing the revenue
or reducing the cost can improve the profit. Thus, cloud
service providers develop a series of approaches [4], [5], [6],
[7] to raise the profit in two aspects: one is to raise the reve-
nue by setting a high selling price for cloud services while
attracting a large number of customers to buy services and
the other is to reduce operating cost for providing services.
Note that a service’s price as well as purchase amount inter-
play and thus cannot be optimized simultaneously [8]. In
this paper, we propose a dynamic pricing strategy which
takes into account the interaction between a service’s price
and purchase amount.

Unlike static pricing strategies (e.g., tiered pricing, sub-
scription based pricing, and pay-as-you-go used in real-
world cloud service providers Amazon Web Services [9] and
Google App Engine [10]) that fix the price of a service request
in advance as well as do not change the price with market
conditions [5], [7], [11], dynamic pricing strategies adjust the
service price according to customer demands. Since dynamic
pricing strategies can better cope with unpredictable cus-
tomer demands, they have been adopted by more and more
cloud service providers. Amazon has introduced a spot pric-
ing strategy [12] to adjust the price for a virtual instance at
runtime. Based on an empirical study of Amazon’s spot price
history, Xu and Li [13] proposed a market-driven dynamic
pricing mechanism to have a better understanding of the cur-
rent market demand. A genetic algorithm based dynamic
pricing strategy is developed by Macias ef al. [14] to find the
optimal price for maximizing profit. Ren et al. [15] presented
a dynamic scheduling and pricing strategy for delay-tolerant
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batch services to maximize long-term profit for cloud service
providers. A dynamic and optimal pricing scheme is espe-
cially designed for provisioning Sensors-as-a-Service [16].
However, all the above-mentioned dynamic pricing strate-
gies do not consider customer perceived value, which is the
fundamental of marketing activities.

The concept of customer perceived value (CPV) is first
introduced by Zaithaml et al. [17] and has been widely used
in the modeling of market activities [18], [19], [20]. CPV is
described as the customer’s overall assessment of the utility
of a product or service based on perceptions of what is
received and what is given [17]. It reflects the worth of a prod-
uct in the customer’s mind, and increases when customers
believe the benefits outweigh the costs. Since customers are
generally unaware of the true cost of production for the prod-
uct they buy, they will only pay for the product when their
CPV for the product is higher than the product’s selling price.
In such way, CPV impacts the purchase amount of services
and ultimately influences the cloud service provider’s profit.
In this paper, we design a CPV-aware dynamic pricing strat-
egy for service providers.

A pricing contract in cloud computing includes many
considerations, such as the user demand for a service, the
configuration of a multiserver system, the service-level
agreement, the instructions of tasks to complete the ser-
vice, the task waiting time, and etc. Due to the inherent
uncertainty in task executions, the estimated time and
monetary cost may be different from the actual ones, lead-
ing to a decreased profit or even a loss. Therefore, cloud
service providers should consider the risk induced by the
uncertainty in the pricing contract. In this paper, we study
the problem of maximizing the profit of cloud service
providers. To solve the problem, we present a CPV-based
dynamic pricing strategy which conforms to the supply
and demand law in economics and a risk-aware profit
maximization scheme that takes into account the risk in
the pricing contract. The major contributions of this paper
are summarized below.

e We propose a CPV-based dynamic pricing strategy
which takes into account the inter-relationship
between the customers and providers of cloud serv-
ices. Based on the concept of CPV, the strategy devel-
ops a calculation formula and a standard bisection
based heuristic to derive customers” demand for cloud
services. The correctness of the proposed pricing strat-
egy and calculation formula are also validated.

e We design a risk-aware profit maximization scheme
that optimizes the cloud service provider’s profit by
configuring the multiserver system. The scheme is
developed based on our dynamic pricing strategy
and considers the risk in the pricing contract. It also
provides a simulated-annealing based heuristic to
find the numerical optimal solution to the profit maxi-
mization problem.

e  We conduct extensive simulation experiments to vali-
date the proposed scheme by i) observing the chang-
ing trend of profit in different conditions as well as
analyzing the factors affecting the profit, and ii) com-
paring the performance of the proposed scheme with
two benchmarking approaches in increasing profit.
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The results demonstrate that the proposed scheme not
only follows the market supply and demand law but also
outperforms the state of the art benchmarking approaches.
Specifically, the proposed scheme can achieve 31.6 and
30.8 percent more profit on average compared to two bench-
marking approaches, respectively.

The rest of the paper is organized as follows. Section 2
introduces the system architecture and models. Section 3
presents the proposed dynamic pricing strategy and Section 4
describes the proposed profit optimization scheme. The
proposed scheme is validated in Section 5 and concluding
remarks are given in Section 6.

2 SYSTEM ARCHITECTURE AND MODEL

This section describes the cloud service provision structure
and related models used in the paper.

2.1 Cloud System Architecture

Consider a three-tier cloud service provision structure con-
sisting of three typical entities, i.e., cloud infrastructure pro-
viders, cloud service providers, and cloud customers. The
three-tier structure has been widely adopted in the literature
[1], [4], [6]. In the market formed by the three entities, the
cloud infrastructure provider owns the hardware and soft-
ware facilities, and charges the cloud service provider for
renting the infrastructure resources. The cloud service pro-
vider utilizes these resources to prepare services in the form
of virtual machines (VMs), and charges customers for proc-
essing their service requests. The cloud customer submits
service requests to the service provider and pays for the serv-
ices based on the services” amount and quality.

2.2 Cloud Service Provider Model

Cloud service providers offer many services to their custom-
ers, e.g., infrastructure-as-a-service (laaS), platform-as-a-ser-
vice (PaaS), and software-as-a-service (SaaS). We consider
IaaS cloud service providers in this paper. Examples of IaaS
providers include Google Compute Engine [21], Microsoft
Azure [3], and Amazon CloudFormation [22]. In TaaS, com-
puting resources are offered as VMs to support the end users
operations and the cloud service provider is responsible for
running and maintaining the services. Owing to the cloud vir-
tualization techniques, the cloud service providers could
focus on their own business without spending energy on the
construction and maintenance of hardware platforms. We
assume that an IaaS cloud service provider solves customers’
service requests by renting a multiserver system, which is
constructed and maintained by an infrastructure vendor and
has quite flexible architecture details for deploying pricing
strategy [5]. Such a multiserver system can be in the multiple
forms of infrastructures, e.g., blade centers where each server
is a server blade [23], clusters of traditional servers where
each server is an ordinary processor [24], and multicore server
processors where each server is a single core [25]. These
blades/processors/cores are simply called servers in this
paper for easy presentation. The serving process operates as
follows. Customers submit their service requests to the service
provider, who then runs tasks/applications on the multi-
server system to provide services for serving these requests.
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Consider a multiserver system composed of M homoge-
neous servers running at the same speed of s. The homoge-
neous multiserver model is simple yet effective and has been
widely used in the literature [1], [4], [5], [6], [20], [25]. The
multiserver is typically modeled as an M/M/M queuing sys-
tem in which service requests arrive the multiserver system
with a rate of )\, wait in a first-come-first-served (FCFS)
queue with an infinite capacity when all the M servers are
busy, and get processed with a speed s when the servers are
available. The arrival of service requests is governed by a
Poisson process and the M servers process these requests in
parallel. Note that our homogeneous multiserver model can
be extended to heterogeneous multiserver systems. Like the
method proposed in [26], we can configure a heterogeneous
cloud computing platform as multiple homogeneous multi-
server systems. Each multiserver system is deployed with
special software and is devoted to serve one type of service
requests and applications. In a multiserver system, the serv-
ers are homogenous and execute at the same speed. Each
multiserver system can be treated as an M/M/M queuing
system which handles the requests following the FCFS disci-
pline. Using the configuration method [26], our cloud service
provider model for homogeneous servers can be readily
applied to heterogeneous cloud computing systems. Note
that the configuration method is suitable for the current real-
world cloud service providers such as Amazon EC2 [2],
Microsoft Azure [3], and Aliyun [27] since they mainly focus
on the multiserver system’s heterogeneity from few aspects
(e.g., CPU and memory). But eventually the heterogeneity
could come from various aspects such as CPU cores/
frequency, memory type/capacity, disk type/capacity, net-
work type/topology, software configurations, and etc. The
configuration method then becomes practically infeasible in
this case since it may need infinite combinations of homoge-
neous multiserver systems. Thus, the scalability of the exten-
sion method should be improved for coping with all the
possible scenarios. We leave the detailed discussion of this
aspect to future work due to page limit.

For a customer’s request in the M/M/M queuing sys-
tem,! the service execution time is an exponential random
variable, represented by z = r/s with mean = = 7/s, where
r is the number of instructions to be executed for completing
the service request. Let i denote the service rate of customer
requests, which is in fact the average number of service
requests completed by a server with speed s in one unit of
time. The rate u is formulated as © = 1/T = s/7. Let p be the
utilization of a server, which is defined as the average per-
centage of time that the server is busy and is computed as

A A AT

TMp T MGl M .

0

Suppose P; is the probability that k service requests are
waiting or processing in the M/M/M queuing system.
According to the queuing theory [29], P, is derived as

Pk - I\I‘”pk ’ (2)
P, k> M

1. Simple examples of the queuing system can be found in [28].
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where P, is the probability of a queue with no tasks and is
expressed as

v (Mp)t (MM 1\
PO_( S V] '1—,0) ' @)

Let P, denote the probability that a newly submitted service
request waits in the queue when all the servers are busy,
and it is formulated as

Pb:ZPk: v (4)

where P is the probability of having M service requests in
the system and it can be obtained using Eq. (2).

For a newly arrived service request, let W and fy () be
the service’s waiting time and corresponding probability
density function (PDF) [5], respectively. Then f () is

fw (@) = (1 — Pyu(t) + MpPye -oMut 5)

where u(t) is a unit impulse function and is expressed as

u(t) = {(2)7

and u(t) = lim,_,u.(t) holds. Note that u.(¢) is in fact a PDF
of an arbitrary random variable, thus can be treated as the
PDF of random variable 7 in the following [5]. The function
u.(t) satisfies two properties, i.e.,

<

w =

0<
(6)
t >

W= o

/m%@ﬁ:1 @
0

00 1/z 1
/ tuz(t)dt:z/ tdt:2—. (®)

0 0 z

Given these, the cumulative distribution function of W is
derived as Fyy(t) = 1 — % e~ Mul=p)t,

2.3 Service Level Agreement Model

To ensure the customer satisfaction, we need to stipulate a
service-level agreement (SLA) between service providers and
customers on the price and the service quality. A widely-
used SLA model [30] defining the service charge for a service
request with execution requirement r and response time R is
adopted in the paper. That is

ar, if OSRS%
ar—y(R—), if & <R <G+,
0, if R>(+5)r

50

C(r,R) =

9)
where a is the service charge per unit amount of service as
well as y is a coefficient indicating the compensation strength
because of low service quality. ¢ is a constant related to the
SLA and s is the expected service processing speed of cus-
tomers. From Eq. (7), it is clear that the service is charged
based on the service response time R. Specifically, the service
charge function is defined as follows. (i) If the response time
Ris shorter than £, indicating a high quality of service is pro-
vided since the service request is processed at the expected
speed of customers, then the service charge to a customer is
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ar which is linearly proportional to the task execution
requirement. (ii) If the response time R is between the inter-
val [er/so, (a/y + ¢/so)r], indicating a low quality of service
is provided since the processing time of the service request
exceeds the time at the expected speed, then the charge
decreases as the response time R increases. (iii) If R is longer
than (% + %)r, then the service is provided as free since the
request is waiting too long in the queue.

The response time R of a service request is calculated as
the sum of the waiting time 7/ and the processing time r/s,
that is, R = W + r/s. Substituting R = W + r/s into Eq. (7),
the service charge function can be rewritten as

ar, if

+ & =Dr—yW,
crwy = @Iy

0SW < (&—9r
it (c-Or<W
. 1
S GG
0, if W>(@E+L—Pr

(10)

Since the PDF of ~ and W are given in Egs. (5) and (6), the
expectation of the service charge can be readily derived. As
shown in Eq. (8), the charge to a service request is decided
by parameters a, y, ¢, r, W, s. In this paper, we focus on
homogeneous multiserver systems and thus do not con-
sider the server heterogeneity in the pricing model (G.e.,
charge function). However, our model can be extended to
heterogeneous multiserver systems using the method [26].
The architecture of heterogeneous multiserver systems pre-
sented in [26] indicates that the parameters considered in
our pricing model are sufficient but need different settings
to capture the server heterogeneity. For example, our pric-
ing model should allow the instruction related parameters
of a service request to be changed with the service type
and the server speed and size to be changed with the
server type.

The user satisfaction of a service is evaluated from two
aspects: quality of service (QoS) and price of service (PoS).
QoS is a subjective concept that is introduced to describe the
discrepancy between users’ expectations on how the service
request should be served and users’ perceptions on how
the service is actually performed. The expectation is built on
the established price. Obviously, the higher the PoS is, the
higher the expectation would be. For a given established
price, if the perception (actual) performance surpasses the
expectation performance, the QoS is then deemed as high,
and vice verse. Given above, the user’s QoS satisfaction for a
service, Uqog, is formulated as [31]

17 if Pact = Pexp

UQOS = { e ‘ (Pa(:tfpexp)/PeXp‘ s 1f Pact < PEX}) ’ (11)

where P, is the actual performance and holds for P, = W,
and P., is the expectation performance and holds for
Peop = (£ — %)r Substituting Pt = W and Pug, = (£ — 1),

S0 S0 S

into Eq. (9), Uqos is then re-written as

Loif 0SW<(E-—9r
(¢/so=1/s)r=W

U s\ W) =
Qs(r, W) e (c/-1/or

it W s (&L

s s

(12)
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The PoS satisfaction of a user for a service, Up,s, defined as
the comparison between the expected price and the actual
price, is formulated as [31]

(Cexp*Cact)/oexp7 (13)

UPOS =€
where Ceyp, and C; represent user’s expected price and serv-
ice’s actual price, respectively. Clearly, if the actual price Cyc;
is equal to the expected price C.y;,, the default PoS satisfaction
Upos is set to 1, indicating that the price doesnot impact the
total satisfaction. If C, is higher than C,y,, the user would be
disappointed by the high price, thus Up,g is less than 1 and
decreases with the increasing actual price. If C, is lower
than Cly,,, the user would be delighted by the low price, thus
Upos is greater than 1 and increases as the actual price
decreases. The PoS (i.e., the charge of service) is determined
by W and r. As the three modes of PoS defined in Eq. (8), the
PoS satisfaction Up,g needs to consider the three cases. (i)
Cexp = Cact = ar, (ii) Cye; = (a + ';—’[: —Lr — yWand Ceyp, = ar,
and (iii) Cyt =0 and Cy, = ar. Substituting the values of
Cact and Cey, into Eq. (11), Upys is then formulated as

1

)

0
e%(%%_%), if ( <
UPOS(ra W) =

14)
The user satisfaction Uy, of a service is defined as the
product of QoS satisfaction and PoS satisfaction, i.e.,
[]sat - UQ()S(T7 W) X UP()S(T7 W) =
1, if 0<SW< (ifl>r

80 s

13 (1) + (B ) ¥
e “\7 % - e/ if (%—%)T < W

)

(15)

where Uqos(r, W) and Ups(r, W) are given in Eqs. (9) and
(12), respectively.

3 DYNAMIC PRICING STRATEGY

This section introduces the proposed dynamic pricing strat-
egy for cloud service providers in detail. Since the strategy is
designed based on CPV, in this section we first describe how
to use the SERVQUAL score to model the CPV and hence
estimate the user’s demand for services, followed by a vali-
dation of the correctness of the SERVQUAL model and the
proposed user demand function. Considering that using the
analytical method to directly compute user service demand
is challenging, we also provide a heuristic algorithm to
obtain user demand based on CPV.
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3.1 SERVQUAL Score to Model CPV

SERVQUAL [32] is a research instrument designed for cap-
turing consumer’s expectations and perceptions of a service
from multiple dimensions that represent service quality.
The fundamental of SERVQUAL is the gap model [33] that
service quality is determined by the difference between the
level of service perceived by users and the level of service
expected by users. Based on the gap model, SERVQUAL
score (represented by SQS) is utilized to model the CPV for
a service, and is expressed as

n
SQS = > we(Pec, — Exp,), (16)
o=1
SQSprice (T) = SQSprice( W) Pecprice - Eprrice
I
=C(r,W)—ar= / K (ar — ar)dt
Jo
(gﬂr_',%) "00
+/ N W(ﬂ((cy y)?"—)/t) dt+/ —arfw(t)dt
(52 0 ¢ ()

(35
:/( r (cy V)HUHP‘E (I=p)Mut gy
o s

N ) A[HPM)/te’(l’/’)f‘W dt

_/ aTZWMPMe*(lfp)Mm dt
i)

_Pur fey ¥ o~ (=PMuE—br _ ~(1-p)Mu(E-br
p—1\ sy s

- Ly ((1 +(1—p)Mp (CL—FC - 1>r) efﬂ*ﬂ)Mﬂ(ﬁ%fé)
p—1 Yy S s

,.>e (1— p)”ﬂ(;,:)")

|
Y
—
+
e
|
>
=
=
Y
R
|
w | =
~—
<

+arf1\{ —(1- p)AI;L(;+¢0—;)

17

. ~1
S8y = TByar) = [ 26 8O

Py 1
=T\ F+ (- p)MuE+£ -y
_ ey vy
r+(1- MM -
_ Puy (. c 1
(p—1)F
: — (- )Mu<1>
<%+(1—0)MM< P 0
) 1 n aPyr
G+ (1= p)Mu(s 1) (p—=1)
1
(%‘F(l*p)]\/ﬂju(% éﬁ,*?)z.

(18)
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SQSwaitingftime (T) = SQSWaitingftime(rﬂ W)

c 1
- Pecwaitingftime - Expwaiting—time =W - <_ - —) r

S0 S
o c
= t— | =2
_ = —(1=p)Mpt c 1 ~
= tMuPyre dt — [ ———=|r-
0 so S 0

Py Py, 1
= Ty o 3] (R I
(1—p)QMu 1—p Sy s
(19)
SQSwaitingftime = SQSWaitingftime (T)
1 _:
:/0 ;6 'SQSwamng hme(z) dz
Py Py, 1
— e
(1—p)"Mu 1—0p s 8
(20)

where n is the number of the service’s attributes, w, is the
weight of the service’s oth attribute, Pec, is the perception
for the attribute, and Exp, is the expectation for the attribute.
In this paper, we consider two most important attributes
(i.e., price and waiting-time) of a service and treat their impor-
tance as equal. In such a case, we have n = 2, w1 = wy = 0.5,
Pec; = Pecpnccr Exp, = EXPPHW Pecy = Pecy, raiting—time, and
Exp, = ExpWaltmg time- FOr the price attribute, the perception
Pecprice is the service charge C(r, W) given in Eq. (8) and the
expectation Exp,;., is ar while for the waiting time attribute,
the perception Pecyaiting—time 1S W and the expectation
EXPyaiting—time 15 (% — 1)r. Using the gap model, we can derive
the SQS with respect to price and waiting time attributes (rep-
resented by SQS, ;.. and SQS,iting—time) as in Egs. (3.1)-(14).
(See the top of this page.) Note that the derived SQS ;.. and
SQSyaiting—time are with different units. To consider the two
attributes together, we need to normalize the value of the two
variables. Let SQSpm and SQSdeng «me Tepresent the nor-
malized SQS,;.c and SQS,ing—time Obtained by the maxi-
mum-minimum normalization method [34], respectively.
Then, the SERVQUAL score SQS can be calculated as
SQS = 0.5 x SQS.

5 % SQS. 1)

prlce waiting—time

We adopt a user demand function [35] which indicates that
the user’s demand for services is linear with the CPV (quan-
tified by SQS). That is

Depv(SQS) = ¥+ ¢ x 5Q8, (22)
where ¥ and ¢ (¢,¢ > 0) are constants representing the
basic demand and potential market demand. Note that the
calculation of SQS is independent of the user demand func-

tion used here.

3.2 Validate SERVQUAL Model and Demand
Function

To validate the SERVQUAL model and user demand func-

tion, we carry out several simulations to evaluate SQS

prices
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1

0.8 J
=%-SERVQUAL of price X
SERVQUAL of waiting-time X R

0.6
0.4 * ]
0.2r

X

SERVQUAL of price and waiting-time

O I : : = 1
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(a) The normalized changing trend of SQS;ice and SQS.
27 T
265 | = -Trend of market demand| ///\\ |
E / \
< \)
E 26 / \
o)
@) / )
/ \
255r ‘\*
1}
25 1 1
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A
(b) The changing trend of user demand.
Fig. 1. SQS,ices SQSyaiting-time» @NAd Dcpy for different service arrival
rates (\).

SQSyaiting—time and Dcpy for different service arrival rates
(A). In the simulations, v is set to 15 and ¢ is set to 20 as in
[35]. The normalized results of SQS,,ting—time aNd SQS e
are summarized in Fig. 1a. From the figure, we can clearly
observe that with the increase in the number of arrival serv-
ices, SQS,iting—time and SQS ;.. both remain the same when
the service number is less than 11 and then
SQS.yaiting _time/SQSprice  significantly  increases/decreases
when the service number is larger than 11. This observation
is in line with the SLA model that when users” waiting time
exceeds a threshold, the service provider will reduce the ser-
vice charge/price to compensate for the latency. The results
of Dcpy are summarized in Fig. 1b. It can be easily observed
from the figure that with the increase in the number of arrival
services, Dcpy remains the same when the service number is
less than 11. When the service number is larger than 11,
Dcpy increases first and then decreases. This observation is
in line with the phenomenon in the cloud service market that
when users’ waiting time exceeds a threshold, the user ser-
vice demand will increase first due to the compensation and
then decrease due to the intolerable waiting time. The two
observations discussed above show the correctness of the
SERVQUAL model and user demand function.

3.3 Derive User Demand Based on CPV

Using Egs. (21)-(22) to compute Dcpy(SQS) directly is chal-
lenging due to the complexity of SQS,;;.. and SQS,iting—time-
However, by using the standard bisection (SB) method, we
can easily find a numerical solution of Dcpy(SQS). There-
fore, we develop a SB-based algorithm to obtain the user
demand Dcpy(SQS). The details of our algorithm are given
in Algorithm 1. The algorithm works as follows. It first
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defines a function Y = ¢ + ¢ x SQS — A\ and finds a mono-
tone interval [Agw,Angn] such that Y(Agy) > 0 and
Y (Anign) < 0hold (line 1). It then iteratively divides the inter-
val in two by computing the mid point Amia = (Aiow + Anign)/2
of the interval and the value of function Y at that point if
Y (Mow) — Y (Anign) > € holds for an arbitrarily small positive
number ¢ (Iines 2-9). In each round of iteration, the searching
interval [Aiow, Anigh] and the mid point g are updated.
When the iteration stops, the algorithm selects the updated
mid point as the Dcpy (SQS) (lines 10-11).

Algorithm 1. The SB-Based Method to Derive User
Demand

1: define a function Y = ¢ + ¢ x SQS — A and find a
monotone interval [Ajow, Anigh] such that Y'(Ay) > 0
and Y (Apign) < 0;

: while Y()\]UW) — Y(/\high) > edo

>\mid = (>\low + )\high)/Q;

if Y (Apia) < 0 then

)\high = )\mid;
else
)\low =
break;
calculate Y (Aigw) and Y (Anigh);
: )\mid = (>\low + >\l1igh)/2;
: Depv(SQS) = Mg

)\mid;

e B A BCAC U

U

4 PROFIT OPTIMIZATION SCHEME

In this section, we describe the proposed profit optimization
scheme in detail. Specifically, we first show the method to
calculate the cloud service provider’s profit, then discuss the
optimal multiserver configuration for maximizing the profit,
and finally present the heuristic algorithm to obtain the max-
imum profit considering the risk in the pricing contract.

4.1 Calculate the Cloud Service Provider’s Profit
The profit of a cloud service provider is generated from the
gap between the revenue earned by purchasing services to
customers and the monetary cost of processing customers’
service requests. Below, we describe the methods to esti-
mate the revenue, cost, and profit in detail.

Revenue. To estimate the revenue R of a cloud service
provider, we first need to know the expected charge C.y, to
a service request. The Cey, is calculated as follows [4]:

Clr) = Clr, W) = / T e (OC( 1) di 23)

= [ s

where fiy(¢) is the PDF of waiting time W given in Eq. (5),
fr(2) is the impulse function given in Eq. (6), and
C(r,W)/C(r,t) is givenin Eq. (8). Using Eq. (2.3) and the opti-

Coxp = C(r) (24)

mal setting of parameter y (i.e., y = a/(c/sy — 1/s) [4]), Coxp is
derived as
Pyar
Coxp = (<1 (<1
(2(Ms = M) (& —3) + D)(Ms = AF)(E—9) +1)
+ar = C(M, s).
(25)
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Clearly, Cexp can be described as a function of the number
and speed of servers (i.e., M and s).

The total revenue of a cloud service provider is the prod-
uct of the expected charge to a service request and the user
demand for this service, i.e.,

Revenue = C(M, s) x Dcpy, (26)
where Dcpy is the user demand for this service based on
customer perceived value.

Cost. The cost of a cloud service provider contains two
parts: the money paid to rent cloud computing infrastructure
and the electricity expense to maintain the operation of the
computing infrastructure. The cost model is a commonly
accepted model that has been widely used in the litera-
ture [1], [4], [5], [6], [20], [26]. Suppose § is the fee paid by the
provider to rent a server during a sale period 7'. For renting a
multiserver system composed of M servers during the
period T', the provider then needs to pay

Rent = Mé - T. (27)
Electricity fee is a significant expense for today’s data cen-
ters and can be calculated as the product of servers” energy
consumption and electricity price. The energy consumption
of a server can be modeled at different levels of abstraction.
In this paper, we consider server’s energy consumption at
the abstraction level of digital CMOS circuit. Let ET repre-
sent the energy consumption of the M servers during the
sale period 7. Then, using the CMOS-level power model
introduced in [5], ET can be calculated as
E" = M - (Powgy - p + Powg,) - T, (28)
where p is the server utilization, Powgy, is the dynamic
power dissipation, and Pows, is the static power dissipa-
tion. Assuming C7 is the price of the energy consumed by
servers during the period T, the electricity bill is derived as

Bill = E" - C" = M - (Powgyy - p + Powg,) - T - CT.

(29)

Increasing server utilization is helpful to serve more requests
and hence bring more revenue, but it also leads to a higher
electricity bill. The service provider obtains more profit only
when the extra revenue is greater than the additional electric-
ity bill.

Profit. The cloud service provider’s profit during a sale
period T is derived as the revenue minus the expenses
including the rental cost and electricity cost, i.e.,

Profit = Revenue — Rent — Bill, (30)

where Revenue, Rent, and Bill are given in Eqs. (23), (24),
and (26), respectively. Substituting these into Eq. (27), we
can rewrite Profit as a function, represented by G(M, s), of
the multiserver configuration M and s. That is

PI"Of?:t = C(M, S) . DCPV —Ms-T
— M(Powgyy - p + Powg,) - CT. T =G(M,s).

(31)
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4.2 Derive the Optimal Setup to Maximize the Profit
As introduced in Section 2.2, Py, is the probability of having
exact M service requests in the system and can be derived
using Eq. (2) as

M!

Py=F

By applying Taylor series expansions S0 ' (Mp)* /k! ~ eM?
and M! ~ 27 M ()™, P, is then approximately expressed
as

I-p

Py = — 7 )
2rM(1 - p)(LH)Y +1

Substituting the approximate P,; and the P, given in Eq. (4)
into C'(M, s), we can derive

1
(2(Ms = M\P)(&— D +1)

1 1 )
(s =G =D +1) (V21— )" +1)

C(M,s) ~ aF(l -

For the sake of easy representation, we let

fr=V2rM(1 - p)(e fep)" + 1,

S0 S

fo= 2(Ms—)\r)(—__) 41,

1
fs = (Ms — \F) (ﬁ - 7) +1.
S0 S
C(M, s) is then rewritten as

_ 1
C(M,s) :ar(l fif} +f2+f3).

From Eq. (1) we can deduce that Mp = DCI VT Substitut-
ing it into C(M, s) and G(M, s), then we can find the optimal
M for maximizing profit by calculating the partial deriva-
tive of G(M, s) with respect to M. That is

G aC'

— . T .
anf = Dopvanr— (6+ Pyo-C") - T.

The partial derivatives used for calculating 2¢ are

C ar of) o 8f3

W_m<8M foo fst a]\/[ “fiofat fl.f?>7
I o w2 o
Wﬁ(%/ﬂ(l 'O)WJF\/M\I““/HG p) \If),

3f2 C 1 3f3 C 1 M
G2 9 2 ) I8 o[ E_2 ) W= (e /ep)
oM S(so s>’aM S<50 s> ("/ep)

Similarly, we can find the optimal s for maximizing profit
by calculating the partial derivative of G(1/, s) with respect
to s. That is

oG oC
= Dcpv

—_— —_— g J— ai?. T.
o o DepyTé(a — 1)s ct-T.
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The partial derivatives used for calculating %C are

E ar afi afs afs

o (f1f2f3) ( fafs t oy f1f3 +—== f1fz>

d — o 3‘1’ M

% - QJTM('O +M(1-p) ) ds ' ds s S =p¥,

ofs _ Mc  Dcpyr ) 0fs _ Mc  Dcpyr
s S0 52 s s sz

Once the partial derivatives of G(M, s) given in Eq. (4.1)
with regard to M and s are obtained, we can compute and
derive the optimal solutions to maximizing profit by setting
these partial derivatives equal to 0.

4.3 Risk-Aware Profit Maximization

Although finding an optimal configuration of M and s is help-
ful to maximize the profit, the pricing contract still involves
some risk for the cloud service provider. Specifically, due to
the inherent uncertainty in the probability distribution of
waiting times and the number of task instructions, the esti-
mated distributions of time and cost may be different from
the actual ones, leading to a decreased profit or even a loss. To
make the studied problem more realistic, we formally define
the risk based on loss and take into account the risk by adding
it as a part of the optimization objective. The definitions of
LOSS, RISK, and Risk-aware Profit are described as below.

e Definition 1: LOSS. For the ith running of a specific
service, let M and s} represent the actual number of
servers and the actual operating speed of servers,
respectively. When the cloud service provider gener-
ates a contract with his/her predicted configuration
M and s, the loss of profit is then derived as

LOSS; = G(M;,s;)

) = G(M,s), (32)

where G is the function to calculate the profit.

e Definition 2: RISK. For the ith running of a specific
service, the risk of a service provider is defined as
the average of profit loss over the previous ¢ — 1 runs
of this service. That is

Z’ 1 LOSS,

RISK,; =
-1

(33)

e Definition 3: Risk-aware Profit. Considering the risk,
the profit gained by providing a service is derived as
Profit’™ = G(M, s) + RISK;. (34)

We summarize the basic steps needed to compute the risk-
aware profit in Algorithm 2. After introducing the risk-related
concepts and how to estimate the risk-aware profit, we then
present the risk-aware profit maximization problem, followed
by our approach to the profit maximization problem.

In this paper, we aim at maximizing the profit of the
cloud service provider with the consideration of the risk in
pricing contract by determining the optimal number of serv-
ers, operating speed of servers, and price of services. We
assume that the cloud service provider optimizes his/her
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decisions at the beginning of each scheduling interval. The
problem is formulated as

Max : Profit!™* = G(M, s) + RISK;. (35)
From Egs. (28)-(31) we can see that the key of solving the
maximization problem is to find the optimal point of
G(M, s). Solving the optimization function G (M, s) analyti-
cally requires that M and s are continuous variables and
needs to introduce a closed-form expression for approximat-
ing the function [4], [5], [6]. However, considering that M
and s of actual systems are discrete variables and the error
caused by closed-form approximation is non-negligible, ana-
lytically solving the function is not feasible. Although we
cannot solve the function analytically, we still can carry out
extensive experiments to plot out G(1/,s) under varying
configurations for checking the existence of optimal solution
to G(M, s) as in [4], [6]. Fig. 2 presents the values of G(M, s)
under six different configurations. All the figures of G(M, s)
show that there must be an optimal point where the profit is
maximized. Note that the experiment results here are not
meant to be comprehensive but just to demonstrate that the
optimal point exists. Based on this observation, we then use
a heuristic algorithm to find a numerical optimal solution.

Algorithm 2. Calculate the Risk-Aware Profit
1: if i = 1 then

2:  LOSS; =0;

3:  RISK; =0;

4:  calculate Profit™* using Eq. (30);
5: else
6
7
8

j=1L
LOSStotal =0;
: whilej <i—1do

9: LOSS; = G(M;,s7) — G(M, s);
10: LOSS:ota1 = LOSSiotal + LOSS;;
11: i+
12:  calculate RISK; using Eq. (29);
13:  calculate Profit using Eq. (30);

To find the numerical optimal solution, we first need to
discretize the solution space. Under the discretized solution
space, the simplest way to find the optimal solution is using
brute force search, which is however not suitable because of
its high time complexity. To overcome this shortcoming, we
propose a discrete simulated annealing (SA)-based heuristic
algorithm. The SA [36] is motivated by an analogy to physi-
cal annealing in solids. It is a probabilistic technique for
approximating the global optimum of a given function. It
can avoid being trapped at local optima by introducing a
diversification mechanism (also called restart strategy). The
details of our heuristic algorithm are given in Algorithm 3.

The algorithm begins with an initial solution obtained by
assuming the multiserver configuration with the maximum
capacity is utilized (lines 1-5). Note that the effectiveness of
the algorithm is independent of the initial solution selection.
Any arbitrary valid initial solution can be also used here. It
then initializes the “temperature” of this solution as a high
value, sets the Boltzmann constant &, the cooling rate C'R, the
iteration number iterator,,,, and the changing steps (stepy;
and steps) of multiserver size and speed, and generates a
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(@) Depy = 4.8532, s = 1.5 — 3.0, M
6 — 20.

20 — 70.

IEEE TRANSACTIONS ON PARALLEL AND DISTRIBUTED SYSTEMS, VOL. 31, NO. 5,

(b) Dcpy = 9.7188, s = 1.6 — 3.2, M =

MAY 2020

24

(c) Depy = 145625, s = 2.4 — 2.9, M =
16 — 32.

(d) Depy = 19.7031, s = 2.55 — 3, M =
32 — 64.

(e) DCPV = 24625, S
16 — 32.

Fig. 2. The values of G(M, s) under varying configurations.

random constant wiyesh from the range of (0,1] (lines 6-10).
The “temperature” will gradually decrease during the simu-
lated annealing process. At each temperature, the algorithm
performs a certain amount of iterations and considers the
neighbor solutions. Once a new solution is obtained (lines 13-
18), its profit (represented by Profit,e) is calculated using
Eq. (4.1) and compared to that (represented by Pro fit,) of
the current solution (lines 19-20). If AProfit = Profityex—
Profitoy > 0, indicating the new solution can bring a higher
profit, the new solution is accepted (lines 21-25). Otherwise,
the new solution is a worse one and the algorithm then choo-
ses to either keep the current solution (lines 31-33) or accept
the new one with a probability (lines 26-30), in order to avoid
getting stuck in local optima. During the simulated annealing
process (i.e., the optimal solution searching process), the
“temperature” is reduced using a cooling coefficient (line 34).
After a large amount of iterations for searching the optimal
solution, if the profits of neighbor solutions become very close

Simulated Annealing Visualisation

-195

-196

-197

1-198

-199

Fig. 3. An illustration of the process of searching the optimal solution
using Algorithm 3.

(f) Dopy = 34.7344, s = 2.2 — 3.2, M =
32 — 64.

(i.e., |Profitnext — Profitay| < € where ¢ is an arbitrarily small
positive number), the outer while-loop is terminated and the
global optimal solution is found (lines 35-36).

Fig. 3 shows the searching process of the optimal solution
using Algorithm 3. The blue points in the figure are the local
optimal solutions obtained during the search and the red
point (M = 20.78, s = 2.995, Profit = 202.4) is the final solu-
tion found by Algorithm 3. From the figure we can deduce
that the algorithm can not only avoid falling into local optima
but also find a solution that is very close to the global optimal
solution.

5 NUMERICAL RESULTS

In this paper, we consider the scenario that a cloud service
provider rents a multiserver system to serve the requests
submitted by cloud users. Such a multiserver system could
be in the multiple forms of infrastructures, e.g., blade centers
[23], clusters of traditional servers [24], and multicore server
processors [25]. The cloud service provider charges users for
processing their service requests based on the services
amount and quality. To represent this scenario, we need to
simulate a multiserver system and estimate the service
demand of users. In the experiment, we assume that the mul-
tiserver system is in the form of multicore server processors,
and thus we use several up-to-date multiprocessors (.e.,
Intel Xeon Skylake-Platinum 8153 [37], Intel KNL-Xeon Phi
7250 [38], NVIDIA-V100 [39], IBM Power7-BladeCenter
PS704 [40]) to simulate the multiserver system. The parame-
ters used to estimate the electricity cost and renting cost of
this multiserver system as well as the parameters related to
service requests are listed in Table 1. The values of these
parameters (such as the multiserver size )M, the multiserver
speed s, and the user service demand Dcpy) adopted in the
experiments are either extracted from actual system (.e.,
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TABLE 1
Definition of Main Notations Used in the Experiment
Notation Definition Value
S0 the customer’s expected service processing speed 1 billion instructions per second [4]

a constant coefficient

the expected number of instructions to complete a service

c
T

a the service charge per unit amount of service
s the fee of renting a server during a sale period
I3 the processor dependent coefficient

o a constant coefficient

the static power dissipation

C the price of the energy consumed by the servers during a sale period

3[4]

1 billion instructions [4]

15 cents per billion instructions [4]
1.5 cents per second [4]

9.4192 [4]

2[4]

2 Watts per second [5]

0.1 cents per Watt x second [5]

Intel Xeon Skylake-Platinum 8153, Intel KNL-Xeon Phi 7250,
NVIDIA-V100, IBM Power7-BladeCenter PS704) or widely
accepted in the literature (e.g., [4], [5]). The values of M and s
used in the experiments also satisfy the constraint of server
utilization, ie., 0 < p = ﬁ = W =4~ < 1. Thus, our
parameter settings should be realistic and acceptable.

In this section, three sets of simulation experiments are
conducted to validate the proposed scheme from different
perspectives. In the first set of experiments, we observe the
changing trends of user demand and profit under varying
multiserver configurations. This experiment is to show how
the user demand and profit are affected by multiserver con-
figurations. In the second set of experiments, we find the opti-
mal configuration of multiserver speed and size as well as the
corresponding profit under different user demands [41]. This
experiment is to show how the optimal multiserver configu-
ration and profit are affected by user demands. In the third
set of experiments, we compare the proposed profit maximi-
zation scheme with two benchmarking methods. This experi-
ment is to show the effectiveness of the proposed scheme in
increasing profit. All the simulation experiments are imple-
mented on a laptop equipped with 2.2 GHz Intel i7 six-core
processor and 16 GB DDR4 memory, and running a Unix ver-
sion of Matlab x64.

5.1 User Demand and Profit

In this set of experiments, we conduct a series of numerical
calculations to show the user demand and profit under the
varying configurations of the server size M and the server
speed s, which take the value from {10, 15, 20, 25, 30, 35, 40,
45,50,55,60, 65,70} and {1,1.25,1.5,1.75,2.0,2.25}, respec-
tively. To derive the user demand and profit, we use the
parameters sy, 7, a, and c as presented in Table 1.

Fig. 4a shows that no matter which processing speed s is
adopted by the multiserver system, the user demand for
services first quickly increases to a peak, then gradually
decreases, and finally keeps constant, as the multiserver size
M grows from 10 to 70. The reason why the user demand
quickly increases first is that adding more servers can attract
more users by providing a higher computing performance.
However, when the user demand becomes high, the multi-
server system may not be able to timely process these service
requests. In this case, users have to wait and their CPVs
become low, which in turn decreases the demand of users
for service. Note that the user demand would eventually
remain a constant. This is because there is always a certain
service demand in the market that is stable and not affected
by external factors.

Authorized licensed use limited to: East China Normal University. Downloaded on March 25,2020 at 15:18:20 UTC from IEEE Xplore.

Algorithm 3. The Discrete SA-Based Heuristic to
Maximize the Profit

InPUti DCPV(SQS)/ T, [Almim ]\/[max}/ [Smin: Smax];
Output: optimal server size My, optimal server speed sy,
and maximal profit Pro fitopy;
1: discretize [Myin, Minax] and [y, Smax);
2: select node (Myax, Smax) as start node (M, s);
3: Afcur = ]\/jmaxx Scur = Smaxs
// the initial point;

4: calculate Profite, = G(Mey, Scur) using Eq. (4.1);
5: initialize M,y = 0, Sopt = 0, Profito, = 0;
6: set temperature = 2000;

// the initial temperature;

7: set k = Boltzmann constant;
8: set CR = 0.99; // the cooling rate;
9: set iteratory,, = 10000, stepyr = 1, steps = 0.1;
10: generate a random constant from the range of (0,1] using

TWthresh = Rand(O, 1),
11: while true do
12: fori = 072 < wteratoryym;t + + do

13: while true do
14: derive two variables by w); = Rand(int) and
wy = Rand(double);
15: Mnext = A/Icur + stepy X A/jcur X W,
16: Snext = Scur + Steps X Seur X Ws;
17: if(ﬂfnext S [A/[milu ]\/fmax}&& Snext € [Smim Smax]) then
18: Break;

19: derive Profitnexs = G(Mpext, Snext) by Eq. (4.1);
20: APTOf’Lt = B’O.ﬁtnext - Profit(:ur;
21: if AProfit > 0 then

22: Mopt = ]V[ncxtv Sopt = Snexts
23: Profitop, = Pro fityext;
/ /'keep the new solution;
24: M(:ur = ]wn(‘,xh Scur = Snexts
/ /the new point;
25: Profitey: = Profitpet;
26: else if exp(mﬁ%) > Winresh then
27: ]V[(:ur = ]v-{nexh Scur = Snexts
28: Profitey = Profitye;
/ /accept new point with a probability;
29: ]V[opt = ]\/jnexty Sopt = Snexts
30: Profitog)t = Profitnext;
31: else
32: Mopt = Meurs Sopt = Scur;
33: Profitoy, = Profite;

/ /'keep the current solution;
34:  temperature = temperature X CR;
35:  if |Profityext — Profitey| < € then
36: Break;

Restrictions apply.
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Fig. 5. Optimal speed and profit under varying multiserver sizes and user demands.

Similarly, we can observe from Fig. 4b that no matter which
processing speed s is adopted by the multiserver system, the
cloud service provider’s profit also first rapidly increases to a
peak, then gradually decreases, and finally keeps stable, as
the multiserver size M grows from 10 to 70. The initial
increase of profit is due to the extra revenue gained by the
increased demand, which is much higher than the additional
cost of using the newly added severs. However, with the con-
tinuous increase of server size, the extra revenue may not be
able to afford the additional cost and the user demand will
decrease, leading to a reduced profit. Finally, the profit tends
to be stable when the user demand becomes a constant.

From Figs. 4a and 4b, we can also find that when the multi-
server size is small (ie., 10 < M < 20), increasing service
processing speed is effective in attracting more user demands
and hence obtaining a higher profit. But when the multiserver
size becomes larger (i.e., M > 20), increasing service process-
ing speed cannot ensure more user demands and larger prof-
its. This is because that high server speed and large server size
both lead to a high cost of operating the multiserver system.

5.2 Optimal Multiserver Configuration and Profit
In this set of experiments, we carry out a series of numerical
computations in order to first find the optimal server speed

and the corresponding maximum profit for varying user
demands and multiserver sizes, then find the optimal multi-
server size and the corresponding maximum profit for vary-
ing user demands and server speeds, and finally find the
optimal multiserver size and server speed under the given
user demands.

Fig. 5 shows the optimal server speed and the corre-
sponding maximum profit when varying the multiserver
size and user service demand. The server size takes the value
from {10,20, 30,40, 50,60,70,80}* and the user service
demand takes the value from {34.73,30.23,25.17,19.7}. The
values of parameters s, 7, a, ¢, ¢, &, Pyq, 5, CT are consistent
with those in Table 1. As can be seen from Fig. 5a, for a given
service demand, the optimal server speed decreases with the
increase in the size of the multiserver system. This is because
when the required computing capability for completing a
given amount of service requests is fixed, increasing the

2. This setup could cover most of parameters of the aforementioned
up-to-date multiprocessors. However, it doesnot include the case of NVI-
DIA-V100 (i.e., 5,120 cores) since such a large server size is not common in
real-world cloud service providers. For example, the server size used by
Amazon EC2 [2], Microsoft Azure [3], Aliyun [27], and Huawei Cloud [42]
arein the rang of [1,96], [1, 64], [1, 104], and [1, 64], respectively.
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Fig. 6. Optimal multiserver size and profit under varying server speeds and user demands.
TABLE 2
The Maximum Profit and the Corresponding Multiserver Configuration
Demand (Dcpy) 9 11 13 15 17 19 21 23 25 27
Optimal size 12 13 14 15 16 17 18 19 20 21
Optimal speed 1 1.1 1.2 1.3 1.35 1.38 1.43 1.44 1.45 1.46
Maximum profit 106.20 135.60 156.56 181.17 206.22 231.45 255.97 281.56 306.92 332.25

multiserver size necessitates the decreased server speed.
Fig. 5b presents the corresponding maximum profit when
increasing the multiserver size and user service demand.
Clearly, larger user demands can bring higher profit for
cloud service providers. From the figure we can also observe
that the profit is affected by the multiserver size under a cer-
tain user demand. Specifically, when the multiserver size is
small and the server speed is high, renting more servers is
able to increase the profit. When the multiserver size
becomes greater further and exceeds a threshold, the profit
decreases. This is because that to maintain a steady comput-
ing capability for the given user demand, the server speed
necessarily decreases with the increase of multiserver size.
In the case of small multiserver size and high server speed,
the saved energy cost derived by lowering the server speed
is greater than the extra cost of renting more servers. How-
ever, when the multiserver size becomes large and the server
speed drops to a certain level, the increased renting cost sur-
passes the saved energy cost, leading to a decreased profit.

Fig. 6 presents the optimal multiserver size and the corre-
sponding maximum profit when varying the server speed
and user service demand. The server speed takes the value
from {1,1.25,1.5,1.75,2,2.25,2.5,2.75,3.0,3.25,3.5} and the
user service demand takes the value from {19.7,25.17, 30.23,
34.73}. To derive the results, we use the parameters as same
in Table 1. From Figs. 6a and 6b, we can observe that with the
increase of server speed, i) the optimal multiserver size
becomes smaller, which is due to that increasing the server
speed necessitates the smaller multiserver size under a cer-
tain user demand, and ii) the profit gradually decreases,
which is because that the high energy cost of using fast server
speed leads to the decrease of profit.

Table 2 presents the optimal multiserver size, optimal
server speed, and maximum profit under varying user

demands. The user demand varies from 9 to 27 in the step of
2. As can be seen from the table, the optimal multiserver size
M is monotonically increasing with the increase of user
demands Dcpy. The reason is that higher user demand needs
a greater computing capacity.

5.3 Performance Comparison

In this set of experiments, we compare our CPV-based and
risk-aware profit maximization scheme with two state of the
art benchmarking methods COMCPM [4] and OMCPM [5]
under the same experimental settings. The two benchmark-
ing methods both consider the service-level agreement as
well as customer satisfaction, and derive an optimal multi-
server configuration and service price for maximizing profit.
Compared with COMCPM and OMCPM, our scheme is
based on the CPV that reflects users willingness to purchase
cloud services and takes into account the risk involving in
the pricing contract. In the experiments, we vary the user
demands and find the optimal multiserver configuration (M
and s) and the corresponding profit for each user demand.
We use the same values of parameters such as sy, 7, a, ¢, {, &,
Py, 8, CT as in Table 1. The two benchmarking methods
COMCPM and OMCPM are briefly described below.

e COMCOM [4] is a profit maximization scheme that
specially considers the customer satisfaction in
cloud. The scheme operates as follows. It first defines
the concept of customer satisfaction leveraged from
economics and develops a formula to measure the
customer satisfaction in cloud. Based on the affection
of customer satisfaction on server’s workload, it then
analyzes the interaction between the market demand
and the customer satisfaction as well as calculates
the service arrival rate. Finally, it solves the profit
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TABLE 3
Profit Comparison Between COMCPM and the Proposed Scheme
COMCPM Proposed Improvement
Demand optM optS Profit Demand optM optS Profit FroposedCOMCPM
4.85 6 1.13 42.33 4.97 6 1.1 57.10 34.9%
9.79 12 1.04 88.68 9.96 10 1.19 118.18 33.3%
14.72 17 1.05 135.57 14.97 15 1.15 178.55 31.7%
19.68 22 1.06 182.71 19.96 20 1.12 239.46 31.1%
24.63 27 1.06 230.06 24.95 25 1.11 300.25 30.5%
29.59 32 1.06 277.55 29.97 30 1.09 361.21 30.1%
34.55 37 1.06 325.14 34.97 35 1.09 422.28 29.9%
TABLE 4
Profit Comparison Between OMCPM and the Proposed Scheme
OMCPM Proposed Improvement
Demand optM optS Profit Demand optM optS Profit W
4.78 6.05 1.05 42.04 4.94 6 1.08 56.18 33.7%
9.63 11.67 1.01 87.65 9.95 10 1.17 116.10 32.5%
14.55 17.23 0.99 134.75 14.93 15 1.14 176.37 30.9%
19.44 22.76 0.98 181.44 19.95 20 1.11 236.29 30.2%
24.43 28.27 0.98 229.49 24.92 25 1.10 297.71 29.7%
29.30 33.78 0.97 276.38 29.95 30 1.08 357.50 29.4%
34.31 39.27 0.97 324.65 34.95 35 1.08 419.07 29.1%

maximization problem for cloud service providers
by finding out the optimal configuration of servers.
In COMCOM, the optimal configuration of servers is
obtained using a discrete hill climbing algorithm.

e OMCPM [5] is a profit maximization scheme that
treats a multiserver system as an M/M/M queuing
model as well as considers two server speed and
power consumption models. The scheme works as
follows. It first derives the probability density func-
tion (PDF) of the waiting time of a newly arrived ser-
vice request and calculates the expected service
charge to a service request. Based on the PDF and
expected service charge of service requests, it then
gets the expected net business gain (i.e., profit) in
one unit of time and obtain the optimal configuration
of server size and server speed numerically.

Table 3 compares the profit achieved by the proposed
scheme with that of COMCPM [4]. It is clear that the pro-
posed scheme outperforms COMCPM in terms of increas-
ing the cloud service provider’s profit. The improvement
of profit achieved by the proposed scheme over COMCPM
is 31.6 percent on average, and can be up to 34.9 percent.
We can also derive a similar conclusion from Table 4 that
the profit of the proposed scheme is greater than that of
OMCPM [5]. Specifically, the profit improvement achieved
by the proposed scheme over OMCPM is 30.8 percent on
average, and can be up to 33.7 percent. The higher profit
achieved by the proposed scheme benefits from not only
the optimal configuration of servers (i.e., the server size M
and the server speed s) but also the more user service
demands captured by the scheme. In addition, the pro-
posed scheme also considers the risk involving in the pric-
ing contract to avoid the loss caused by the risk. This is

helpful for the cloud service provider to gain a higher
profit.

6 CONCLUSION

In this paper, we consider customer perceptive value and
risk in solving the optimal multiserver configuration prob-
lem for maximizing the cloud service provider’s profit. Spe-
cifically, we propose a method to model the customer
perceptive value and hence estimate the user demand for
cloud services. Based on the estimated user demand, we
study the optimal multiserver configuration problem for
profit maximization and show how to derive the analytical
optimal solution. Furthermore, we develop a simulated
annealing based algorithm to find the numerical optimal
solution when considering the risk in the pricing contract. To
validate the effectiveness of the proposed scheme, we ana-
lyze the changing trend of profit derived by the proposed
scheme under different configurations and compare the pro-
posed scheme with two benchmarking approaches. The
results reveal that the proposed scheme not only follows the
supply and demand law of the cloud service market but also
increases the profit by up to 34.9 percent when compared to
the two benchmarking approaches.
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