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Customer acquisition strategic frameworks through corporate software spending have
gradually changed, and nowadays the enterprises decide among one of the three: freemium
models, time-limited trials, and proof-of-concept implementations based on the
sophistication of the product, the characteristics of the target audience, and the limitations
of the operations. Every roll-out plan is functioning under a different control system of
restrictions - in the case of a freemium product, the limitations are related to the features or
the capacity of the product; the temporal boundaries define the duration of the
implementation of the trial; and the scope of the validation criteria for enterprises is what
defines a proof-of-concept engagement. Digital transformation agendas have, on the one
hand, changed the conventional software delivery methods and, on the other hand, have
opened the way for self-service adoption mechanisms and have eliminated the friction points
that usually hinder market penetration. The emergence of artificial intelligence-integrated
software introduces fundamental shifts in deployment economics, particularly regarding
computational resource allocation and cost recovery mechanisms. Traditional customer
acquisition paradigms require substantial modification when inference costs and token-
based pricing models become primary economic considerations. Transformer architectures
process sequences through attention mechanisms that scale computational requirements
with context length, creating direct relationships between usage patterns and operational
expenses. Freemium models remain viable for AI applications, but demand careful capacity
management through token allocation limits and query frequency restrictions. Proof-of-
concept engagements experience the most substantial impact due to extended validation
durations and intensive computational workload patterns characteristic of enterprise
requirements, driving preference for paid validation structures with explicit cost recovery
mechanisms and contractual commitment frameworks. In Al-native enterprise software,
every user interaction burns GPU cycles and can execute actions in external systems. This
changes how thinking about Free, Trial, and POC motions should proceed. In Al-native
enterprise software, go-to-market strategy is no longer just a question of friction and
conversion—it is also a question of inference cost, safety, and trust. Each user interaction
consumes non-trivial GPU resources and, in the case of Al agents, may trigger actions across
external tools and data sources. This article compares freemium models, time-limited trials,
and proof-of-concept engagements as GTM entry motions for Al-enhanced enterprise
products, with particular emphasis on inference economics, token-based pricing, and safety
validation during customer evaluation.

Keywords: Software Deployment Strategies, Freemium Business Models, Enterprise Proof-
of-Concept, Artificial Intelligence Economics, Customer Acquisition Frameworks,
Computational Cost Management

Strategic Framework Overview

The following table presents the comparative characteristics of three primary go-to-market strategies:

Feature Freemium Free Trial POC / POV
Ideal ACV < $5k (or $0 entry) $5k - $50k $50k - $1M+
Setup Time Instant <1 Hour Days/Weeks
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Sales Touch None (Self-Serve) None (Self-Serve) High (Field Sales/SEs)
Primary Metric | Active Users (MAU) Conversion Rate Deal Won
Customer Risk | "Will I use this?" "Is it worth the money?" CZ\S’zlrl)"thls solve my use
Table 1. Comparative Characteristics of Go-to-Market Strategies Across Enterprise Software
Deployment Models
Introduction

Choosing the right customer acquisition tactics is essentially a turning point for software companies.
These choices directly affect adoption, revenue, and market penetration. The leading deployment
scenarios, in traditional enterprise software, usually consist of three principal approaches. The first
involves unrestricted freemium access with feature constraints. The second employs time-bounded
trial periods offering complete functionality. The third implements comprehensive proof-of-concept
engagements for complex enterprise requirements. Each model operates within distinct constraint
frameworks. Each addresses specific user segments, from individual consumers seeking personal
productivity tools to large-scale organizations requiring extensive integration and customization.

The fundamental challenge confronting software organizations involves aligning deployment
strategies with product characteristics. Market expectations and economic sustainability requirements
create additional complexity. Feature-constrained freemium models excel in consumer-oriented
applications where network effects and data generation provide indirect value capture mechanisms.
Smart design engineering principles enable organizations to integrate digital capabilities throughout
product lifecycles, fundamentally altering how software solutions reach end users [1]. Time-limited
trials serve individual users and small teams evaluating self-service products with minimal
onboarding requirements. Conversely, proof-of-concept engagements address enterprise scenarios
demanding substantial technical integration, manual configuration, and outcome validation before
full deployment commitment.

Artificial intelligence integration has fundamentally altered these traditional paradigms. Unlike
conventional software, where marginal distribution costs approach zero after initial development, AI-
enhanced applications incur substantial per-transaction computational expenses. Inference
operations and model execution generate ongoing costs. Recent research proposes architectures that
dynamically adjust computational pathways based on input complexity, such as layer skipping,
reducing average inference cost while maintaining quality. While not yet universal in production
systems, these approaches illustrate how inference economics may evolve. Recent advances in
adaptive inference mechanisms demonstrate that language models can learn to skip unnecessary
computational layers while maintaining output quality, though this optimization occurs during
execution rather than eliminating base processing costs [2]. This economic reality necessitates revised
customer acquisition strategies. Organizations must balance adoption facilitation against operational
cost recovery. The challenge becomes particularly acute in proof-of-concept scenarios where extensive
usage occurs before contractual commitment. Traditional free trial economics no longer apply when
each user interaction generates measurable computational expenses that accumulate throughout
extended evaluation periods.

Essential Elements of Effective Free Offers

An effective offer needs to drive four crucial benefits for business:

Acquisition. The free offer should drive meaningful short-term acquisition of new users who
otherwise would not have joined the customer base.

Engagement. The free offer should educate customers regarding the benefits of the product or
service and encourage increasing usage.

Paid conversion. The free offer should have a clear migration path to convert customers from free
to paid and support a longer-term monetization strategy.
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Revenue and profit. The free offer should grow average revenue per paying customer over time via
cross-sell and upsell opportunities thereby enabling achievement of financial goals and setting
businesses on the path to scale.

Fencing Strategies for Free Offers

Both freemium and free trial models require a fencing strategy—that is, a carefully designed limit on
the value a customer can receive for free. The nature of the fence built and the narrowness of the
limits set will depend on the kind of business and the level of value customers need to experience to
feel motivated to spend more. For many businesses, deciding exactly what should be free is the most
difficult decision.

Several common approaches exist for fencing free offers:

Fence by Consumption Limit. This strategy fences the freemium offering based on the user's level
of consumption, establishing clear limits between what is free and what must be paid for. Fencing by
consumption offers several benefits. The approach is generally perceived by users to be fair. Users can
experience the full value proposition of the offering, even as increasing switching costs build up as
users develop higher levels of engagement with the product or service. The approach creates a clear
conversion event, which kicks in whenever users bump up against the explicitly defined consumption
limit.

Fence by Performance Limit. This strategy fences the freemium offering based on performance
differences with a view that paid users primarily will pay for better and faster performance. These
fences effectively encourage users to experience value for free while incentivizing power users to
upgrade to paid subscriptions for enhanced benefits. This balance maximizes market share while
driving wallet share.

Fence by Time Limit. This is the fencing mechanism used in the free trial strategy. The most crucial
element in designing a time-limit strategy is deciding the length of the term. The duration should be
long enough to provide a full experience so users appreciate the value of offerings, but not so long that
interest is lost or ways to game the system are found to extract all value. Experimentation may be
needed to determine the ideal time limit for free trial offerings.

Fence by Product Feature. This strategy keeps certain premium features behind a paywall,
available only to paying customers. This kind of fencing has two major benefits: providing users with
clear incentives to upgrade to paid, and helping companies control customer service costs in direct
ways.

Related Work

Enterprise software deployment strategies have dramatically changed due to the advent of
digitization, which, in turn, is influencing the way organizations communicate with software vendors
and platform providers. Traditional software distribution models were built on the concept of
perpetual licensing that required paying a substantial amount upfront and thus created hurdles for
adoption, and at the same time, limited market reach for new players. The transition to subscription-
based accessibility models has changed the whole nature of vendor-customer relationships since it
considerably lowers the initial investment and thus makes it possible to test software capabilities in
small increments before signing a long-term agreement. Leaders in the early research of Software-as-
a-Service adoption named mainly three factors that lead enterprises to switch from on-premises to
cloud delivery models: cost saving, operational flexibility, and fewer infrastructure management tasks.
Different application categories demonstrate varying adoption patterns, with collaboration tools and
customer relationship management systems exhibiting faster uptake compared to mission-critical
enterprise resource planning platforms requiring extensive customization.

Freemium business models emerged as powerful mechanisms for customer acquisition in consumer-
oriented software markets where network effects and viral growth patterns generate substantial value.
The economic viability of freemium approaches depends critically on conversion rate optimization
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and lifetime value calculations that account for customer acquisition costs across large user bases.
Research examining freemium sustainability identifies optimal feature restriction strategies that
balance free tier generosity against upgrade incentives, with successful implementations
demonstrating that perceived value progression rather than absolute feature counts drives conversion
decisions. Storage capacity limitations prove particularly effective for cloud services where usage
naturally expands over time, creating organic upgrade pressure without artificial functionality
restrictions. Platform effects amplify freemium effectiveness when user-generated content attracts
additional participants, creating self-reinforcing growth cycles that establish defensible market
positions.

Time-bounded trial implementations reflect alternative constraint mechanisms that provide complete
functionality access within predetermined temporal boundaries. Behavioral economics principles
reveal that trial period design influences conversion through psychological mechanisms, including
loss aversion, sunk cost effects, and temporal discounting of future benefits. Users who invest effort in
workflow customization, content creation, or preference configuration during trial periods
demonstrate elevated conversion rates due to switching costs and endowment effects that create
attachment to established patterns. Prospect theory frameworks suggest that individuals evaluate
potential gains and losses relative to reference points rather than absolute outcomes, with trial
expiration framed as a potential loss of established capabilities, generating stronger emotional
responses than equivalent gain scenarios. Optimal trial duration varies substantially across product
categories, with sophisticated applications requiring extended evaluation periods for users to develop
accurate mental models of system capabilities and value propositions.

Enterprise proof-of-concept engagements address complex organizational requirements where
substantial technical integration, process redesign, and outcome validation precede full deployment
commitment. Implementation roadmaps identify critical phases spanning business process analysis,
system configuration, data migration planning, and user training program development that
collectively determine implementation success probability. First of all, proof-of-concept frameworks
assure low risk levels down the road through their ability to diagnose issues of technical compatibility
as well as problems with integration and organizational readiness well ahead of substantial resource
commitment. The interactions between software vendors and corporate customers at the stage of
validation are usually characterized as a kind of co-opetition where mutually supportive activities are
carried out while competitive positions are simultaneously held. According to game theory models, the
shared activities in proof-of-concept initiatives that aim at collaborative value creation are
advantageous to all the involved actors, even though the competitive relations may guide the
distribution of the obtained value and post-negotiation pricing.

The incorporation of artificial intelligence comes with a whole new range of computational cost
structures that, in fact, put AI-powered software several miles away from typical software in terms of
cost minimums. Transformer architectures use attention for processing sequences, where compute
and memory requirements typically grow quadratically with context length. Doubling the context
window can increase attention-related computation by roughly four times, not just two, which has
direct implications for inference cost. The economic implications necessitate revised deployment
strategies that explicitly account for computational resource consumption throughout customer
acquisition and validation phases.

Freemium Software Models: Feature and Capacity Constraints

Freemium is a model where a company offers customers a significant portion of its product or service
for free. The goal is to impress customers so much with the free benefits that they upgrade to a
premium version with additional paid benefits.

Freemium deployment strategies center on providing baseline functionality without temporal
restrictions. Organizations employ either feature limitations or capacity constraints to drive
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conversion to paid tiers. This approach targets individual users and consumer-oriented applications
where self-service adoption eliminates onboarding friction. Rapid user base expansion becomes
possible through reduced entry barriers. The constraint mechanisms create natural upgrade pressure
as users encounter functional boundaries aligned with expanding usage requirements. Digital
transformation encompasses fundamental changes in organizational processes, business models, and
value creation mechanisms through technology integration [3]. Contemporary software deployment
strategies reflect broader digital transformation patterns where organizations leverage technological
capabilities to reshape market engagement and customer relationship management [3].
Feature-bound implementations restrict access to advanced capabilities, analytical tools, or
collaborative functions while maintaining core functionality availability. This approach proves
particularly effective for productivity applications where basic individual use remains valuable.
Organizational deployment requires enhanced features that justify subscription conversion. Storage-
based services frequently implement capacity constraints, providing sufficient space for personal use
while necessitating subscription upgrades as data accumulation exceeds free tier allocations. Digital
transformation literature emphasizes the importance of aligning technological capabilities with
business strategy and customer value propositions [3]. Freemium models exemplify this alignment by
creating tiered value structures that match feature availability with user sophistication and
organizational requirements. The strategic implementation of capacity thresholds reflects careful
analysis of usage patterns and customer segmentation principles.

The freemium model's economic viability derives from asymmetric value extraction mechanisms. On
the other hand, the use of the software by customers is the hidden payment that the platform is
receiving; in this case, the software can be an attention-economy platform, while user-generated
content, behavioral data, and attention are the implicit payment forms. Cloud storage and
collaboration tools often have relatively low marginal software costs, though infrastructure and
support costs still grow with usage. This is still fundamentally different from AI inference, where per-
interaction GPU costs are directly tied to each query. Nevertheless, in this manner, substantial traffic
is a prerequisite for achieving conversion rates high enough for business sustainability. The
integration of artificial intelligence capabilities within freemium offerings introduces additional
complexity regarding computational resource allocation and cost management. Large-scale language
models demonstrate remarkable few-shot learning capabilities, enabling task performance with
minimal training examples through in-context learning mechanisms [4]. This architectural flexibility
allows single models to handle diverse applications without fine-tuning, fundamentally changing how
Al capabilities integrate into software products [4].

Network effects are one of the reasons why the freemium model becomes so powerful, since the
network value or the content that attracts other users can be generated only by user participation. The
cycle of user acquisition, content generation, and enhanced platform utility, which is self-reinforcing,
leads to the creation of defensible market positions. Organizations, therefore, need to find the right
balance between the generosity of the free tier and the maximization of conversion rates. Sufficient
value delivery drives adoption while maintaining compelling upgrade incentives. Al-enhanced
features require particularly careful implementation within freemium frameworks. Language models
process inputs through transformer architectures that scale computational requirements with
sequence length and model parameter count [4]. Each inference operation consumes processing
resources proportional to model size and input complexity. Token generation for language tasks
involves sequential processing where each output token requires complete model evaluation, creating
cumulative computational costs across user interactions [4]. The economic implications differ
fundamentally from traditional software, where marginal distribution costs approach zero after initial
development and infrastructure establishment.
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When Freemium Makes Sense

At its heart, a freemium offer splits off a portion in the offer as free with access to more or better
features coming at a price or at a premium. Naturally, this approach allows for users to experience
only a limited portion of the product, but users are able to experience that portion very deeply if
desired.

This strategy fits well when offering goods whose full value becomes apparent only through in-depth
use. The approach also fits well when giving away a forever-free product (freemium) in exchange for
getting market share—by keeping customers in the ecosystem rather than letting them go to
competitors—can be afforded and sufficient product benefits are reserved for a paid offering for
getting wallet share.

A large potential paid market base among free users should exist. Using a conversion rate as a
benchmark—generally considered the standard in the freemium world for the percentage of free users
who convert to paid—helps estimate whether the potential market is sufficient for pursuit.

The last item may be the most important factor of all. Deciding whether freemium will work is, in part,
a numbers game. The larger the potential pool of customers, the more attractive the freemium model
will be. All other things being equal, converting a small percentage of a very large monthly visitor base

is better than converting a much higher percentage of a much smaller visitor base.

Constraint Implementation Target User Value Capture Conversion
Type Mechanism Segment Method Driver
Advanced capabilities, . Workflow
. Premium feature .
analytical tools, and .. complexity
Feature- ) Individual users access, . .
collaboration L expansion requires
Bound . and small teams organizational
functions are . enhanced
. licenses e
restricted capabilities
- Personal use -
Storage limits, Subscription .
. . consumers . . Data accumulation
Capacity- processing quotas, e . tiers with . .
. transitioning to . exceeding free tier
Bound bandwidth . increased
. . commercial . thresholds
restrictions . allocations
applications
The prosumer . .. Usage intensity and
. . . Tiered pricing
Hybrid Combined feature and | segment bridges with multiole feature
Constraints capacity limitations personal and P requirements
. upgrade paths .
professional use simultaneously
Community- Attention . .
Network effects and . ty Social connection
Platform- oriented users economy models
user-generated . loss and reduced
Based seeking and data
content value . . . network access
collaboration monetization

Table 2. Freemium Software Model Characteristics and Implementation Frameworks [3]

Time-Bounded Trial Models: Complete Feature Access

Free trial offers customers full access to a product or service for a limited time—such as two weeks or a
month. Once the trial ends, customers need to convert to the paid service.

Trial-based deployment provides unrestricted feature access within predetermined temporal
boundaries. This approach targets individual users and small teams evaluating self-service products
where complete functionality assessment drives purchase decisions. The temporal constraint creates
urgency while enabling comprehensive product evaluation without permanent commitment.
Software-as-a-Service adoption patterns show highly diverse trends with application categories, where
decision-making at the organizational level is affected by benefits, complexity, and strategy, among
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other factors. For those organizations that design trials as a channel for communicating value
propositions and easing the decision of conversion, comprehending adoption drivers is a must.

Trial implementations prove most effective for products requiring minimal configuration and offering
immediate value realization. Design tools, productivity suites, and streaming services leverage this
model successfully. Users can quickly assess utility without technical expertise or administrative
support. The self-service nature eliminates friction points that might impede evaluation, allowing
users to experience full product capabilities and make informed purchasing decisions. Research on
SaaS adoption identifies distinct driver categories, including cost considerations, technical
infrastructure requirements, organizational readiness, and perceived strategic value [5]. Different
application types demonstrate varying adoption patterns based on these factors. Collaboration tools
exhibit different adoption dynamics compared to analytical applications or industry-specific solutions.
Trial design must account for application-specific evaluation criteria and usage contexts that influence
purchase decisions [5].

The psychological dynamics of trial periods influence conversion optimization strategies. Users who
invest time establishing workflows, creating content, or configuring preferences within trial periods
demonstrate higher conversion rates. Switching costs and sunk effort effects create commitment
mechanisms that encourage subscription conversion. However, many users strategically time trial
activation or abandon products after trial expiration. Free alternatives or perceived value
misalignment reduce conversion probability. Prospect theory provides fundamental insights into
decision-making under risk and uncertainty, particularly regarding how individuals evaluate potential
gains and losses [6]. Reference points significantly influence choice behavior, with individuals
exhibiting loss aversion where potential losses weigh more heavily than equivalent gains. The framing
of trial experiences as potential loss scenarios—where trial expiration results in losing established
workflows and created content—activates psychological mechanisms that influence conversion
decisions [6].

Organizations implementing trial strategies must balance the evaluation period duration against
conversion optimization. Insufficient time prevents adequate assessment and workflow integration,
reducing conversion rates. Excessive trial duration delays revenue recognition and enables users to
accomplish temporary objectives without subscription commitment. Optimal trial length varies by
product complexity. Sophisticated applications require extended evaluation periods to demonstrate
full capability value. Decision-making frameworks reveal that temporal proximity influences risk
perception and choice behavior, with immediate consequences generating stronger emotional
responses than distant outcomes [6]. Trial period design exploits these temporal dynamics by creating
urgency through approaching expiration deadlines while providing sufficient evaluation time for
informed assessment. The psychological framework of decision-making under uncertainty indicates
that people use heuristics and mental shortcuts when considering complex options. Hence, trial
experience design is the most appropriate medium through which users can obtain an accurate
perception of value and feel relief from the cognitive load during assessment periods.

When Free Trial Makes Sense

The freemium experience can be limited, since by definition most customers will enjoy only a portion
of the benefits that products or services offer. By contrast, free trial provides a taste of the full range of
premium features for a limited time. If core value propositions are contained within the premium
version, this enhanced experience will make it easier for customers to recognize what's most
compelling about offerings and thereby increase the likelihood that commitments to pay will be made.

Consider adopting a free trial strategy if:

The key factor in customer acquisition is engagement with offerings. If the ability to convert
customers from free to paid depends on deep engagement with all the benefits of products or services,
then a free trial period may be the most powerful acquisition tool. A limited time window incentivizes
focus and effort from customers to learn about products via exploration and usage.
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Offerings are relatively simple to use. If a significant portion of the value of offerings can be realized in
a relatively short period of time, the likelihood that free trial users will convert to paid will be
relatively high.

The most compelling value features of offerings can be experienced only through the premium
version. Many customers who get a chance to experience premium features through free trials become
committed for the long term.

The primary goal is increasing the number of paid customers rather than creating network effects
based on total customer numbers. The free trial strategy forces users to choose whether to convert to
paid when the trial period ends. Thus, if retaining unpaid customers has significant value for the
business, the free trial strategy may not be the best choice.

The Power of Loss Aversion

The free trial strategy has one powerful psychological factor on its side—namely, the well-known
universal psychological trait known as loss aversion. Loss aversion is the human tendency to feel more
strongly the pain of losing something previously owned than for something never had. Because of the
power of loss aversion, once consumers enjoy a taste of the value created by products, reluctance
exists to give it up. Hence the effectiveness of the free trial strategy.

The Reverse Trial Variant

There is an interesting variant of the free trial strategy—the reverse trial, which combines the best
aspects of the freemium and free trial approaches. This trial starts every new sign-up on a free trial,
usually without needing an opt-in or a credit card, and gives customers access to all paid features—the
best possible products offered. This trial will be time-limited, for example, to two weeks—after which
customers can either buy or downgrade to a freemium tier. This trial gives users time to explore the
most advanced features products have to offer and decide whether payment should be made; in the
worst case, by downgrading users to a free plan when trials end, the opportunity to reengage with
users and keep them in the ecosystem is created.

Trial . . . . ers e
Design Optimal Psychological Conversion Risk Mitigation
Configuration Mechanism Impact Factor Strate
Element g P 8y
Application . . Sufficient assessment
bp . Temporal Higher conversion .
Temporal complexity- . . time prevents
. scarcity and through deadline
Duration dependent urgency creation | proximity premature
evaluation window gency P abandonment
Complete .
P . Comprehensive | Accurate product -
Feature functionality value capability Realistic usage
Accessibility | without artificial . PabL] pattern establishment
- demonstration perception
restrictions
Minimal Reduced . . e .
. . . \e Self-service Simplified activation,
Onboarding | configuration and | cognitive load . . .
. . . . adoption enables preventing trial
Friction immediate value and effort . .
.. . rapid evaluation abandonment
realization investment
Endowment Switching cost .
User-created assets . Loss aversion
Content effect and sunk | generation through .. .
and workflow . activation at trial
Investment .. cost established .
customization . expiration
commitment patterns

Table 3. Trial Implementation Parameters and Behavioral Conversion Mechanisms [5, 6].
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Proof-of-Concept Implementations: Enterprise Validation

Proof-of-concept engagements serve complex enterprise requirements where substantial
implementation effort, data integration, and outcome validation precede full deployment
commitment. This high-touch approach addresses transactions exceeding significant value thresholds,
typically involving database systems, enterprise resource planning platforms, or mission-critical
infrastructure components. The scope-bounded nature focuses on validating specific use cases and
demonstrating measurable value within organizational contexts. Enterprise system implementation is
winding through phases that are well-delineated in the roadmaps, starting from planning to post-
implementation stabilization. Success in implementations calls for readiness on the organizational
side, preparedness of the technical infrastructure, and change management that takes care of both the
human and technological sides of the stakeholders' adoption of the system [7].

These installations require the manual performance of numerous functions, such as technical
integration, configuration customization activities, and support during evaluation periods.
Organizations typically allocate one to two months for proof-of-concept completion, enabling
sufficient time for realistic usage pattern establishment and outcome measurement. Success criteria
definition at engagement initiation creates objective evaluation frameworks and establishes clear
progression pathways toward full deployment. The implementation roadmap identifies critical
activities, including business process analysis, system configuration, data migration planning, and
user training program development [7]. Proof-of-concept phases allow organizations to validate
technical assumptions, test integration points with existing systems, and assess organizational
capacity for managing implementation complexities. Early-stage validation reduces downstream risks
by identifying potential obstacles before substantial resource commitment occurs [7].

Such high-touch proof-of-concept activities require a great degree of resource allocation not only on
the vendor's side but also on the customer's part. Besides, technical implementation expertise, project
management oversight, and executive stakeholder engagement constitute the major cost components.
On the other hand, if the validation is successful, the risk of implementation for massive deployments
dramatically decreases. Hence, the investment pays off through the faster subsequent rollout phases
and improved decision confidence. Software vendors and enterprise customers' strategic relationships
are frequently featured as simultaneous cooperation and competition instances, especially when these
organizations are evaluating multiple vendor solutions concurrently [8]. The understanding of the co-
opetition dynamic—where cooperation takes place in some areas and competition in others—becomes
a prerequisite for the arrangement of the proof-of-concept engagements that are, at the same time, a
setting for the cooperative validation and competitive differentiation.

Models for POC compensation are determined depending on the strategic factors. Organizations may
offer free validation periods when rapid market penetration and reference customer acquisition
outweigh immediate revenue generation. Alternatively, paid proof-of-concept engagements ensure
serious customer commitment and offset vendor resource costs. Contractual frameworks typically
include memoranda of understanding specifying success metrics and subsequent deployment
commitments upon successful validation. The rules of co-opetition emphasize value creation through
collaboration while maintaining competitive positioning through strategic differentiation [8]. Proof-
of-concept structures exemplify this balance by fostering collaborative problem-solving during
validation while vendors compete on implementation quality, feature capabilities, and pricing
structures. The game-theoretic foundations of co-opetition suggest that creating larger value pools
through cooperation benefits all parties, even when competitive dynamics govern subsequent value
distribution [8]. Contractual mechanisms that align vendor incentives with customer success
outcomes facilitate collaborative validation approaches while preserving competitive market dynamics
that drive innovation and quality improvements across the enterprise software ecosystem.
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Two Useful Flavors of POC for AI-Native Enterprise Products

1. Paid POC

The customer pays a fee that covers software access, Al inference costs including tokens and GPU
usage, and professional services encompassing solutioning, integration, and training activities. The
arrangement is often structured as a fixed POC package or short pilot subscription, with some or all of
the fee credited toward the first-year contract if the customer proceeds. This approach serves as the
default option for most qualified opportunities, particularly when inference and professional services
costs are meaningful. The paid POC model delivers several strategic benefits. The structure filters for
serious buyers by ensuring genuine commitment before resource allocation occurs. Payment signals
that the product has real value rather than being offered speculatively. The approach protects unit
economics and makes the POC feel like Phase 1 of rollout rather than an isolated evaluation exercise
disconnected from broader deployment planning.

2. "Free" POC with Revenue Commitment

The vendor waives the POC fee in exchange for a pre-agreed commercial commitment if clearly
defined success criteria are met. This arrangement is formalized via letters of intent, conditional order
forms, or phased statements of work that establish binding commitments contingent on validation
outcomes. This model applies to specific scenarios, including strategic lighthouse accounts where
market presence justifies upfront investment, new markets or new products requiring reference
implementations, and customers genuinely unable to allocate budget for POC activities due to
procurement constraints or fiscal planning cycles. The approach presents both benefits and risk,s
requiring careful consideration. Waiving fees lowers friction for key logos and accelerates engagement
with strategically important accounts, but simultaneously shifts cost risk entirely to the vendor.
Success demands precise success metrics, rigorous measurement methods, and engaged executive
sponsors who ensure organizational commitment beyond technical validation teams. In practice,
organizations should make paid POC the default approach, reserve free-with-commitment structures
for a few high-impact deals with strategic value justifying the investment, and avoid open-ended free
POCs lacking defined success criteria and contractual progression frameworks.

. . Success . .
mplementatio rima esource e Y es sk Reduction
Impl tat P R Risk Reduct
o ele . Validation .
n Phase Activities Requirements e . Mechanism
Criteria
Business process | Executive .
. " Alignment of
analysis, stakeholder Clear objective _—_
. . e vendor capabilities
Planning and requirements engagement, specifications and with
copin efinition, an rojec measurable N
S definit d t bl
. organizational
success metric management outcome targets
. . needs
establishment oversight
System
S . . Early
configuration, Technical . P
. . . Successful identification of
. infrastructure implementation .. . e
Technical - . connectivity with | compatibility
. compatibility expertise, . .. .
Integration . . existing systems issues and
assessment, data | integration .
. 1 and data flows technical
migration specialists .
constraints
strategy
Realistic .. Evidence-based
. Empirical . . .
A workload Ongoing vendor . decision-making
Validation and . . demonstration of
. simulation, support, customer reduces
Testing . measurable value | . .
performance technical teams eneration implementation
measurement, & uncertainty
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outcome
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Memorandum of Explicit .
. Legal and P . Mutual investment
understanding progression .
Contractual procurement ensures a serious
. development, .. . , | pathways and .
Structuring . expertise, financial . evaluation and
cost allocation . commitment
e s modeling vendor confidence
specification frameworks

Table 4. Enterprise Proof-of-Concept Implementation Framework and Resource Allocation [7, 8].

Artificial Intelligence Integration: Cost Structure Implications

Al-enhanced software fundamentally alters traditional deployment economics through substantial
per-transaction computational costs. Unlike conventional applications, where marginal user costs
approach zero after initial development, AI systems incur ongoing inference expenses, token
consumption charges, and model execution overhead for each user interaction. This cost structure
necessitates revised customer acquisition strategies, balancing adoption facilitation against
operational sustainability. Transformer-based AI models process inputs through mechanisms where
computational costs scale directly with input length and complexity [9]. This creates a direct
relationship between usage patterns and operational expenses—a fundamental distinction from
conventional software applications.

Freemium models remain viable for Al-enhanced applications but require careful capacity
management and feature restriction. Token allocation limits, query frequency restrictions, or reduced
model capability access enable free tier sustainability while demonstrating value sufficient to drive
paid conversions. Organizations must carefully analyze per-user computational costs and conversion
economics to ensure free tier viability within overall business models. These architectural
characteristics create predictable cost structures where longer contexts and more complex queries
generate proportionally higher inference expenses.

Trial implementations for AI applications follow traditional temporal constraint patterns but may
incorporate usage limits preventing excessive computational resource consumption during evaluation
periods. Organizations balance comprehensive capability demonstration against cost containment,
often implementing soft limits with upgrade prompts rather than hard cutoffs that might impair
evaluation completeness.

Proof-of-concept engagements represent the most substantially affected deployment category due to
extended duration and intensive usage patterns characteristic of enterprise validation. The
combination of comprehensive feature utilization, realistic workload simulation, and extended
timeframes generates substantial computational costs before contractual commitment. This reality
drives preference for paid proof-of-concept structures incorporating explicit cost recovery
mechanisms.

Successful Al-enhanced proof-of-concept implementations require clear memoranda of
understanding specifying success criteria, cost allocation mechanisms, and progression pathways
toward full deployment. Organizations increasingly structure these engagements as paid validation
periods with contractual commitments for subsequent deployment upon successful completion. This
approach ensures customer commitment while providing explicit cost recovery for substantial
computational resource consumption during validation phases.

How AI Reshapes the Traditional Try-Before-You-Buy Approach

Al reshapes the traditional "try-before-you-buy" approach because every query costs real money and
agents introduce security risks. All three motions remain vital but require stricter boundaries.

Freemium ("Forever free, but fenced"): Best for self-serve and developer tools. To manage
infrastructure costs, free plans offer restricted capabilities—smaller models, strict token caps, and no
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production data access. The goal is to let users safely "feel" the superpower without giving away the
full product.

Free Trials ("Full power, limited time"): Best for mid-market or team adoption. Users get full
access to premium models and real data, but strictly bounded by time and budget. The objective is a
mini-experiment to prove specific business KPIs and economic viability quickly.

POCs ("De-risking deployment"): Essential for high-ACV, complex, or regulated deals. These are
generally paid engagements (covering compute and services) designed to prove safety, reliability, and
ROLI in production-like environments.

Strategic Rule of Thumb: Use Freemium to build a broad funnel, Trials to prove value to prospects
quickly, and POCs to help large enterprises safely bet on the technology.

Metric Freemium Free Trial POC (Proof of Concept)
Prima Explore: Let users "feel" | Prove Value: Demonstrate De-risk: Validate safety,
Goal Ty the capability safely and | KPIs and economic viability | reliability, and scale for complex
cheaply. quickly. deals.
Individual . . . .

Target n d1v1d11a devs., Team-level adoption, Mid- High-ACV enterprise, regulated
. lightweight copilots, . . . .
Audience market accounts. industries, complex integrations.

PLG top-of-funnel.
Time Milestone-based
. Forever (but fenced). Bounded (14—45 days). (Weeks/Months until criteria
Horizon
met).
Model Restricted Full Access (best models, Full Access (often fine-tuned or
Access (smaller/older models). | high context). custom pipelines).
Real-ish: 1 D P ion: Full
Data None/Low: Sandboxed; eal-ish: Connects to rea ! eep/ I.‘OdUC‘tIOIl u
. data but scoped to specific integration with core systems &
Access no production data.
workflows. governance.
Agent Suggest-Only: Human Guardrz'nled: ngh—'lmpact Autonomous: Testlng re}lablht}f
. flows with human-in-the- of automated actions (with audit
Autonomy | must approve actions.
loop. logs).
Cost Absorbed: Vendor eats | Budgeted: Vendor absorbs Paid: Customer pays for
Model cost; strict caps on up to a credit limit; stops if | software access + Al usage +
tokens/queries. exceeded. services.

Table 5. Strategic Comparison of AI-Native Enterprise Software Deployment Approaches Across Key
Operational Dimensions [9], [10]

Conclusion

Strategic deployment model selection demands a comprehensive evaluation of product characteristics,
market segment requirements, and economic sustainability constraints within contemporary software
markets. Feature-constrained freemium approaches excel in consumer applications where self-service
adoption and indirect value capture mechanisms support sustainable unit economics through network
effects and behavioral data aggregation. Time-bounded trial implementations serve individual users
evaluating self-service products requiring minimal configuration while offering immediate value
recognition through complete functionality access during predetermined evaluation periods.
Enterprise proof-of-concept implementations address complex organizational requirements
demanding extensive integration, manual configuration, and outcome validation throughout
evaluation processes before full deployment commitment occurs. The integration of artificial
intelligence capabilities introduces fundamental transformations in deployment economics that
distinguish modern software from traditional applications, where marginal distribution costs
approached zero after initial development completion. Per-transaction computational expenses
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require careful equilibrium between adoption facilitation and operational cost recovery, particularly in
proof-of-concept scenarios where substantial resource consumption precedes contractual
commitment establishment. Successful deployment strategy selection depends on accurate
assessment of product complexity levels, customer segment behavioral patterns, and organizational
capacity for high-touch engagement support throughout evaluation phases. Self-service products
targeting individual users benefit from minimal-friction freemium or trial approaches that maximize
adoption velocity while reducing onboarding barriers. Enterprise solutions requiring substantial
integration and customization necessitate proof-of-concept methodologies despite higher resource
requirements, as successful validation substantially reduces large-scale deployment risk through
empirical demonstration of technical feasibility and measurable value generation. The integration of
clear success criteria, explicit cost recovery mechanisms, and contractual progression frameworks
proves essential for proof-of-concept sustainability, particularly in Al-enhanced applications where
computational resource consumption represents substantial vendor costs during extended validation
periods before revenue recognition occurs.
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