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SPM in the Supply Network

Kittlaus, Clough (2009): Software Product Management and Pricing.
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Kittlaus, Clough (2009): Software Product Management and Pricing.
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Focus

Van de Weerd et al (2006): „Towards a Reference Model for Software Product Management“. RE‘06.
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Business Models

• A business model tells you what the business of the
company is all about.

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Types of Goods

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Business Model Archetypes

• Business model archetypes are basic patterns of
doing business.

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Typical Archetypes in the
Software Industry

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Inventors

• Invents (designs) a new service or product.

• Cost

• Sunk cost: cost of development before a software solution can be
sold.

• Sunk cost can be reduced with customer-funded bespoke
development and with maintenance revenue.

• Cost savings

• Automate development (see e.g. software product lines)

• Hire developers in low cost countries, make use of free open source
software, or leverage open source community to build the software.

• Revenue (after invention)

• Software products are licensed, rented or provided as a service to
customers by IP lessors.

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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IP Lessors

• Provides intangible goods (software, knowledge,
brand image, trade secrets, patents) for rent.

• Product: software is shipped and installed. IP lessor has
support and maintenance cost. Customer has
operations cost.

• Service: software is run at a hosting provider or in the
cloud (e.g. Amazon). IP lessor has support,
maintanance, and operations cost.

• Most software companies are both, inventors and IP
lessors.

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Less Common, but Possible
Archetype Models

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Revenue Models

• A revenue model defines how a company is
compensated for the goods and services provided.

• A revenue model consists of 1+ revenue streams.

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Revenue Streams

• Compensator:
Party (customer or third-party), which provides the compensation

• Effect:
No compensation, with other goods and services, different forms of payment

• Causality:
Compensation per good/service, per bundle of goods and services

• Rating and charging model:
How the good or service usage or consumption is rated and how it is charged for

• Rating by amount, by time

• Charging for each transaction, base fees, perpetual, all you can eat

• Pricing:
Pricing mechanisms and strategies

• Vendor set pricing: proposed price, discounts

• Customer set pricing

• Timing: prepay, by payment schedule, post consumption

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.



Dec 14, 2010 / 15

Ratings

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Rating and Charging: Example

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Pricing Examples

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Revenue Stream Example

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Typical Business Models in the
Software Industry

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Example: Microsoft

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Opportunities to Extend Microsoft
Business

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Example: Google

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Google Business Model

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Opportunities to Extend Google
Business

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Open Source Business Models

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.

Offer 1) OS only, 2) dual
license, or 3) dual

product to customers
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Open Source Licensing

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.

Other revenue streams:
certification, compliance
testing, hardware sales,

advertising
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Commercial Open Source
Business Models

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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SPM in the Supply Network

Kittlaus, Clough (2009): Software Product Management and Pricing.
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Software Supply Chain

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Software Supply Chain

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.
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Software Value Chain

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.



Dec 14, 2010 / 33

Software Value Chain: Traditional

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.

Cost of development
license, support, and

maintenance cost

Profit = revenue - cost
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Software Value Chain: Open
Source

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.

Cost of development,
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Software Value Chain: SaaS

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand.

Cost of development,
support, and maintenance

License cost

Profit = revenue - cost
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Software Supply Network (SSN)
Notation

Jansen, Brinkkemper, Finkelstein (2007): „Providing Transparency in the Business of Software: A Modeling
Technique for Software Supply Networks“. IFIP Vol. 243.
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SSN Notation

Jansen, Brinkkemper, Finkelstein (2007): „Providing Transparency in the Business of Software: A Modeling
Technique for Software Supply Networks“. IFIP Vol. 243.



Dec 14, 2010 / 38

Tribeka: Product Idea

www.tribeka.com

Composition of a
Windows-based Game

Electronic Distribution
of Games and

Bsuiness Software
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Tribeka: SSN

Jansen, Brinkkemper, Finkelstein (2007): „Providing Transparency in the Business of Software: A Modeling
Technique for Software Supply Networks“. IFIP Vol. 243.
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Replaces PC Store
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Music Rights Clearance

Samuel Fricker
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Dependencies between Players:
i* Notation

Yu (1997): Towards Modeling and Reasoning Support for Early-Phase Requirements Engineering. ISRE‘97.

Agent

Dependency
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Actor Dependencies and Goals

Gordijn, Yu, van der Raadt (2006): e-Service Design using i_star and e3value Modeling. IEEE SW.
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Value Perspective:
e3value Notation

Gordijn, Yu, van der Raadt (2006):
e-Service Design using i_star and
e3value Modeling. IEEE SW.

National rights
society



Dec 14, 2010 / 44

Simplified Notation

Brühlmann (2010): „Der Businessplan – So planen und steuern Sie Ihr Unternehmen erfolgreich“. IFJ.
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Quantitative Profitability Analysis

Gordijn, Yu, van der Raadt (2006):
e-Service Design using i_star and
e3value Modeling. IEEE SW.
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Net Cash Flow Calculation for the
Rights Society

Gordijn, Yu, van der Raadt (2006): e-Service Design using i_star and e3value Modeling. IEEE SW.

Automated computation with
software on www.e3value.com
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Economic Analysis of a Small
Product Company

Today +1 year +2 years +n years…

Turnover

EBIT

Operative
Cashflow

Free
Cashflow

Cummulative
Cashflow

FET

Samuel Fricker

Full-time
Equivalent

Planned income: quantity x price

Earnings before interests and taxes

Income – operative expenses

Income – operative expenses – investments – taxes

Balance at end of reporting period

Number of employees in %

Scalability of the business:
Turnover / FET

Need for
investment:

OC-FC

Liquidity

Gain

Return of Investment:
Gain / Investment

Break-Even Point:
Moment where CC = 0
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Actor Dependencies and Goals

Gordijn, Yu, van der Raadt (2006): e-Service Design using i_star and e3value Modeling. IEEE SW.

Economically
viable

Economically
not viable
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Changed Value Chain

Gordijn, Yu, van der Raadt (2006):
e-Service Design using i_star and
e3value Modeling. IEEE SW.

Enable radio stations
to find rights society

Increase scale
of operations
(international)

Significantly
higher number

of listeners

Cash flow
increases

significantly
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