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Business Models

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

Business
model

consists
of

Type of
Goods and

Services

Business
model

Archetype

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

Revenue
Model
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Types of Goods

Type of
Goods and

Services

financial physical intangible

Software and other
intellectual property,
knowledge, and
brand image

Real physical
products, durable
and non-durable
goods

People's time and
effort

Cash and other
assets

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14,2010 / 7



Business Model Archetypes

* Business model archetypes are basic patterns of

doing business.

Transforms supplied
goods and internal 3
e o | | Type of Products/Services offered
sold to customers . . i .
— Financial Physical Intangible | Human
Buys a product and
Srovdes the sameto| | Creator Entrepreneur | Manufacturer | Inventor | n/a
customers. ) i i .
T Distributor | Financial Wholesaler, |[IP  dis- [ n/a
Provides temporary trader Retailer tributor
right to use a product
O o -7 Lessor Financial Physical les- | IP lessor | Contractor
lessor sor
Facilitates matching k> - . .
of potential buyers [ | BTOKET Financial Physical [P broker | HR broker
and sellers. broker broker

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

Software Industry

Software vendors offering hosted
solutions or SaaS provide hardware
usage to customers

Type of Products/Services offered
Financial Physical Intangible Human

Creator Entrepreneur | Manufacturer | Inventor n/a
Distributor Financial Wholesaler, P n/a

trader Retailer distributor
Lessor Financial Contractor

lessor
Broker Financial Most Software

e vendors have

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

a consulting
business
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Inventors

* Invents (designs) a new service or product.

e 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. Dec 14, 2010 / 10



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. Dec 14, 2010 / 11



Less Common, but Possible

Archetype Models

Type of Products/Services offered

Financial { goftware Intangi JLuman
vendors Software vendors
have retail trade intellectual
e
Creal” <o ftware stores r Im!ﬂi_, property
vendors -
Dist lend l Wholesaler, IP
money Retail distributor
Lessor Financial Physical Software
vendors execute
lessor lessor OEM and cross-
, licensing deals
s i Software vendors IP_broker
bj are matchmakers broker

for partner
solutions

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14, 2010 / 12



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.

Barber’s
Revenue
model

consists
of

Revenue Revenue Revenue
Stream for Stream for Stream for
haircut shave haircare

products

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14, 2010 / 13
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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 / 14



Ratings

Rating
by amounts
by number of users for time used
by number of processors for a limited time
by data volume forever (perpetual use)

by number of products used
for all products (all you can eat)

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14, 2010 / 15



Calls this
month

Call 1

Call 2

Call 3

Call 4

Call 5

Call 6

ke

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

Rating

10 minutes

5 minutes

8 minutes

Call 4:
7 minutes

7 minutes

Call 5:
20 minutes

20 minutes

EEREEE

30 minutes

Call 6:
30 minutes

Charge
Base Fee,
Not single
calls

Charge single
Call, 5 cents
per call
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Pricing Examples

Fixed
Pricing
per used

By amount and per product, Software
time for use user and time vendor

By amount of || per product, || Software
planned use || user and time vendor

By amount of || Per feature, Software

Diffg- features user and time vendor
Fr':i'::‘i:'n.l Volume By amount of || By volume Software
g .
Sos dependent volume and time vendor
products By amount of By share of
Value based value customer value Customer

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14, 2010 / 17



Revenue Stream Example

Compensator: Effect: Cl:::-acluitty
Custom
omer aymant service
_"_.+-""'
~" has attribute
- values
Revenue
Stream:
haircut
e has attribute
= _ values
Rating/ o
Charging: | | ZJUCH Timing:
er > .
Nramre per haircut immediate

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14, 2010 / 18



Typical Business Models in the
Software Industry

Inventor IP distributor
Compensator | the inventor or the Licensors

customer
Effect payment payment of license fee
Causality for created goods for goods distributed
Rating per good or per de- measurable unit of

velopment time spent | goods distributed
Charging internal: fully loaded | onetime fee

cost rate of develop-

ment organization,

external: external

rate for development

services
Pricing variable variable
Timing variable variable

IP lessor Contractor Physical
lessor
Compen- | Licensors Receiver of ser- Receiver of
sator vice service
Effect payment of li- payment of ser- payment of
cense fee or no vice fee service fee
payment (open
source or seed
model)
Causa- for usage of for service pro- for provision-
lity intangible goods | vided ing of physi-
provided cal items
Rating measurable unit | per hour, per day | per hour, per
of usage: per day
processor, per
number of users,
per throughput,
all you can eat
Char- one-time usage, | per hours used or | per hours or
ging monthly or year- | per project or per days used
ly usage yearly base fee
plus additional
charge for hours
used above thre-
shold
Pricing variable variable variable
Timing variable variable variable

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

Dec 14,2010 / 19




Example: Microsoft

Type of Products/Services offered

Financial Physical Intangible | Human
[l Microsoft
builds and Microsoft has
Creator sells Manufacturer| Inventor numerous
hardware and OEM and
Distribul appliances Wholesaler, Ccross-
licensing

Lessor

lessor | lessor | lessor | tor?

Broker

IP_broker | HR

broker

( Microsoft is
matchmaker for

partner solutions
and partner
services

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14, 2010 / 20



Opportunities to Extend Microsoft
Business

Type of Products/Services offered

Financial Physical Intangible Human
Microsoft
Manufacturer
Creator Entrepreneur Inventor should change
its business
Distributor Financial Wholesaler, IP model where
trader Retailer jistributoy the competition
' uses
Lesd Microsoft should expand IP penetration
its matchmaking business pricing
lessor
Broker Financial Physical | |IP_broker HR
broker broker broker

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14, 2010 / 21
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Example: Google

Type of Products/Services offered
Financial Physical Intangible | Human
Creator Entrepreneur Inventor ~
Google provides
Distributf Google builds J \Wholesaler, IP software as a
and sells Retailer distributoz service (Gmal,
| appliances Google Apps)
Lessor Physical IP
lessor lessor lessor | Contractor
Broker Financial Physical IP broker HR GOOS[E
broker broker broker

Google is matchmaker between customers
and advertisers based on customer inquiries

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14, 2010 / 22



Google Business Model

[ S

earch customers
compensate for the
search service with
data about their
search interest

Advertising
payments

-
— “

tising
service
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Opportunities to Extend Google

Business

.........

University of Zurich

Type of Products/Services offered

Financial Physical Intangible

,'—

Human

Creator

g Google should try
to get away from

on demand use of
Google products
to ongoing use of
Google products,
like Android,
Chrome 0S

P

distributor

Distributor

Lessor

Inventor | —osla
Google should B,

cover more
areas, where
users reveal

information like

Google voice

Broker

its B2C business

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

Google should expand the matchmaker
business to B2B relationships in addition to
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Maintenance

<
e B e oS

Software e -

0S Software

Software
vendor

Commercial
Software

Customer
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Offer 1) OS only, 2) dual Extension of open
license, or 3) dual Source software
product to customers

Software
vendor

Software
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Open Source Licensing

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

Commercial advertising
Open Source W
Revenue
model

consists
of

Revenue

Revenue
Revenue Revenue

St
co : l::lr:?arl it;: :tnILLnfr Stream for Stream for
licenses extension support maintenance

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14, 2010 / 26



Commercial Open Source
Business Models

Type of Products/Services offered

Financial Physical Intangible Human
Creator Entrepreneur | Manufacturer | Inventor n/a
Distributor Financial Wholesaler, IP n/a
trader Retailer distributor
Lessor Financial Physical IP Contrac—-
lessor lessor lessor tor
Broker Financial Physical IP broker HR
broker broker broker

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

Microsoft SAP customer

Microsoft SAP
SQL Server Business
Suite
Direction: Downstream products
get more specific
—_
License terms are
Upstream products get downstream inherited when
more generic integrating components
\\
K — -
Requirements for
license terms are upstream
propagated upstream

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14, 2010 / 30



Software Supply Chain

Benefits for supplier: customer Benefits for customer:
scale and gravity, lower sales increased competitive
cost, enlarge market share and advantage, reduced risk,
access new markets, new leverage third-party expertise,
revenue stream lower time-to-market, lower cost

\V/

Microsoft SAP customer

Microsoft SAP

7 SQLServer Business
( Suite

Dependencies: physical, timing,
scope and quality, services,

contract and licenses D irectiu n:
/
Cost risks: increase of ————— e
license fees, extension of
maintenance timeframe dﬂ w nﬁtrﬂa m
/

Product risks: lock-in, scope,
quality, timing, competitive,

IP, and contract risks “pstream Risks are mitigated in
contracts and by active

relationship management

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14, 2010 / 31



Software Value Chain

Customize
Supply and
the Software implement
the Software

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

Operate
the Software

Support
the Software

Maintain
the Software

University of Zurich
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Software Value Chain: Traditional

Customize
Supply and Operate
the Software implement the Software

the Software

of the software

Support
the Software |

Software Tra

vendor

nsfer

Maintain
the Software

license, support, and

Cost of development .
maintenance cost

l J | )

Covered by Covered by Covered by

::::;arre ;:ﬂ::::f;r the SRS Profit = revenue - cost
software
vendor

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14, 2010 / 33
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Software Value Chain: Open

Source

Customize

Supply and Operate Maintenance
the Software implement the Software
the Software
Support
Lol _"'"'c‘

Open S

Support
the Software

Open Source ource

Maintain

the Software
_' \ _J , Cost of development, No fees
l J support, and maintenance

Covered by Covered by \ Co:tered by
the customer, customers
community partners or the :::““d by _ _

software e - No profit (penetration

vendor community pricing)

Popp, Meyer (2010): Profit from Software Ecosystems. Books on Demand. Dec 14, 2010 / 34



Software Value Chain: SaaS

Supply
the Software

Customize

and Operate
implement the Software
the Software

Support
the Software

Maintain
the Software

)
Covered by
software vendor

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

| University of Zurich

Support _
Software Provide access
Vendor/
Hosti
o———— Transfer

Company

A

Cost of development,
support, and maintenance

/\

License cost

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

Ser.10: Online Bank Account
 Sys.9 Online Banking SaaS__ | Ser.8: Call Center
P.1: Online Application |  Sys.7: Call Center Service Provision Infrastructure
Sys.2: Online Banking P.3: ACD P.4: CTI P.5: IVR P.6: Call |
Application (OBA) Server (Automatic Call (Computer (Interactive Voice | Recording 3
Distribution) Telephone Response) !
Integration) !
Product Context
o Supply Network
L p1)
L __—v

| Sys.2) [ sys.2)
IT Server > L—— Corporate IT > L—— Bank
Solutions Provider (Bank)
Call Center Engineering Call Center Service
Solutions Provider > —_—— Company > —_—— Provider
I pP3) I Sys.7)

Customer

Jansen, Brinkkemper, Finkelstein (2007): ,Providing Transparency in the Business of Software: A Modeling Dec 14, 2010 / 36
Technique for Software Supply Networks*. IFIP Vol. 243.



SSN Notation

' Req.1 P,

-------

--------

-----

Jansen, Brinkkemper, Finkelstein (2007): ,Providing Transparency in the Business of Software: A Modeling

Technique for Software Supply Networks". IFIP Vol. 243.

%) University of Zurich

Source code

<SSN Participant>

Binary code

Hardware Supplier > <_ Customer
R

Single component i 981> System

Product composition Ser.1 Service
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Tribeka: Product Idea

Ay, -

Electronic Distribution

Composition of a of Games and M
Windows-based Game Bsuiness Software [

Sys.1. Entertainment Service

doyde :ZH

P.1: Windows i

www.tribeka.com Dec 14, 2010 / 38



Sys.1: Entertainment Service
- .
. - P.3:.Game
Tribeka: SSN 5
% Sys.2: Computer Use Service
 P.1:Windows |
53 CRiay Caas D T il

.....

Game el
developer Publisher CD printer

customer

N oL
Microsoft >

Supply Network Before Tribeka
' Replaces PC Store

Replaces Game

Publisher and Reseller .

\/— ‘;.' q,‘) ; .‘-'.ia i
- \.- FI
Frmmm— . e Ty .

i As1.3 »
developer FEE N\ customer
R
Microsoft > Supply Network After Tribeka
Jansen, Brinkkemper, Finkelstein (2007): ,Providing Transparency in the Business of Software: A Modeling Dec 14, 2010 / 39
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Music Rights Clearance
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Dependencies between Players:

1* Notation

Agent

Meeting
Initiator

LEGEND

Depender Dependee
P —p— Resource Dependency

B{ b
b b

={_ )

O  Open (uncommitted) X

Task Dependency
Goal Dependency
Softgoal Dependency

Critical

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

Attends
Meeting(p,m),

Exclusi¢
Dates(p

Proposed

Date(m
Agreem
(m,p)
Attends
Meeting(ip,m

Assured
(Attends
Meeting(ip

Dependency
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Actor Dependencies and Goals

end: Means gnd Contribution

Leg ! o Met goals

o T O VLS
Unmet goals

. . - . Dependency Role indication
b— PLAYS

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

National rights
society

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

Clearance fee

Repartition fees among :
rights holders ....3 | e g ) f S )
] H ' i

Right to make public | | Fee Right to make public

Sell right to
make public 0

Sell right to '
make public c

Legend:

Value interface

Value ports
Fahvd :>P OR

I:ustum.ar need Dapnnda&hnunnan‘r :l"‘"n

Value Value exchange
activity —_— [ .

Connection element

| University of Zurich
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Simplified Notation

Transaction

Market Segment
A: Product Users

Suppliers

Service

Value (Usefulness)

We: company,

roduct
p Iue
Servi

Distributors

Service

Market Segment
B: Product Users

Bruhlmann (2010): ,Der Businessplan — So planen und steuern Sie Ihr Unternehmen erfolgreich”. IFJ. Dec 14, 2010 / 44



Listener

Number of
Listeners

Actual Minutes
per Month
Listened —
Right to make public
Rights society
Clear right to make music public f
( g"\? )
Right to make public | | Collected fees
Repartition fees among @,‘D
rights holders......3 | g------, [] |
: oma
f_:_'\
Fee -

Right to make public | |Fee
(3
Producer Cb

i L

meks bl (@) maks puble (€

Legend:
Value interface Value ports
Actor AV :>- OR
Market Customer need  Dependency boundary o
segment ° @ oo anD
Gord”r.]’ Yu, Va.‘n der.Ra:.:ldt (2006): Value Value exchange Connection element
e-Service Design using i_star and activity P .

e3value Modeling. IEEE SW.

rmﬂllﬂl!l‘lc&r\l

.."ﬁﬁ@ v

Internet radio station

8 Stream radio
I~ 11" ®-, Ouer internet
U é

Radio o
stream i

Price for track
clearance per
track per listener

Fee

Dec 14, 2010 / 45

| University of Zurich




Net Cash Flow Calculation for the

Rights Society

£ Microsoft Excel - Current rights clearing model.xls

f—':|i-

F24

%) University of Zurich

"

Automated computation with
software on www.e3value.com

Ready

A B C D E

1 |Value Interface Value Port Value Exchange|Occurrences |Valuation |Economic Value |
2 |with Internet radio station |total for with Internet radio station 19800000 $13,860.00

3 Right to make public (out) 19800000 $0.00||
4 Clearing fee (in) Clearance fee 19800000( $0.0007000 $13,860.00 i
5 |with Musician total for with Musician 158400000 -$6,167.70|

6 Re-partioned fee Fee 158400000| $0.0000389 -$6,167.70|%
7 Right to make public (in) 158400000 $0.00|

8 |with Producer total for with Producer 19800000 -$6,167.70|

9 Right to make public (in) 19800000 $0.00|
10 Re-partioned fee Fee 19800000| $0.0003115 -$6,167.70|
11

12 |total for actor . $1,524.60| &
W < » W/ Intemet radio staton [ Listener / Producer \Rights society/ Mu| &1/l al

sii

Gordijn, Yu, van der Raadt (2006): e-Service Design using i_star and e3value Modeling. IEEE SW.
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Economic Analysis of a Small
Product Company

| |Today  [+lyear |+2years |4nyears.

Turnover Planned income: quantity x price

==10 Earnings before interests and taxes

4 Gain

Need for

Operative Income — operative expenses
Cashflow

investment:
OC-FC

Free : )
Income — operatlve expenses — Investments — taxes
Cashflow

4 Liquidity

Cummulative Balance at end of reporting period
Cashflow

Number of employees in %

[y

Full-time _
Equivalent Break-Even Point: Return of Investment:

Moment where CC =0 Gain / Investment

Scalability of the business:
Turnover / FET

Samuel Fricker
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) sy 2

.......

Actor Dependencies and Goals

Economically
viable

M tributi

Legend: eam -2nd Con but on /Met goals

. ° n - Dmmposlﬂon /.mgt goals
X unmet goals

‘ . - . Dependency Role indication
B— PLAYS

Economically
not viable

Gordijn, Yu, van der Raadt (2006): e-Service Design using i_star and e3value Modeling. IEEE SW. Dec 14, 2010 / 48



Changed Value Chain

Enable radio stations
to find rights society

Listener m Internet ratio station |ncrease Scale
et i | of operations

Y = (international)
:
-Ec;: >
D!g"! ia maks ﬁﬂbli‘fi 1 gﬂ!!!!!eé fas
o Clear right to make music public (ifij
It
Right to make public | | Collected fees
Repartition fees among C’D
gt olgrs,.--» | (S E""| e
oy Gy r—
Right ta make pun} % Fee Right to make punm}}fas
Pmnu:ur | Nusician (_iiigi
z:'.':'m.*.: || ameel
0|

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

Listener

Listen to

Significantly
higher number
of listeners

Y J /Llnternat radio station
Audience
| Stream radio

%) University of Zurich

Internet radio ,.----

T ¢., over infernet
T ﬂ_q i

Facilitate rights

clearance prueessr@

- daniza
f—ﬂ'—\' argan on
| earing Cash flow
Coordination {T- | ﬂnmi"a"u" Right to make public fee increases
g N - Rights society significantly

..................

................

......

......................

Right to make puhlll:I

(ay)

'E::E—_é

! Clear right to make music public

Icﬂllmd fees

: Repartition fees among rights

......

Rightto | |Repartitioned Rightto | |Repartitioned
make public fee make public fee
Producer ! Musician 'E'
Sell right : Sell right
o make @ to make @
public public Dec 14, 2010 / 49
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