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Abstract 
This deliverable is the first of a series of reports produced by WP3 of the RISCOSS project. It 
provides an overview of the discussion about OSS business models, OSS business 
ecosystems, OSS business strategies, and how OSS-specific business risks can be identified. 
Key outcomes of this deliverable are a generic (thus not OSS-specific) ontological concept of 
business models that allows to identify and allocate business risks to specified areas and 
components of any business model regardless of company size or sector, a categorization of 7 
OSS-specific business strategies, a working definition of OSS business risks that is related to 
the underlying concept of the business model and to OSS business strategies, and the overall 
methodological approach of WP3, including a draft OSS business risk assessment matrix. 
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1 Introduction 
OSS has become an increasingly important factor for business in various sectors, namely the 
primary and secondary software sector. Nevertheless, still IT companies and organizations face 
numerous difficulties and challenges when making the strategic move to the open source way of 
working. Like any new technology, OSS is aligned with new challenges, which mainly derive 
from the way OSS is produced and the culture and values of OSS communities. However, OSS 
is not only a source of risks within the boundaries of these new challenges, it also bears the 
potential to threaten the performance of the business model when a company is only loosely or 
not at all related to OSS communities, e.g. when companies integrate OSS components at any 
place in their business model, regardless of whether or not they consider this business model as 
an OSS business model. Forecasting studies predicted that in 2011, less than 50% of Global 
2000 IT organizations had implemented a formal OSS adoption and management policy as part 
of their enterprise software asset management strategy (Gartner Group 2008). In fact, according 
to the most popular OSS portal, SourceForge, most OSS projects have ended in failure: 58% do 
not move beyond the alpha developmental stage, 22% remain in the planning phase, 17% 
remain in the pre-alpha phase, and some become inactive. With proper risk management and 
mitigation, failure could be reduced or impact cost minimized. 

OSS-based solutions are not developed and do not exist in isolation. Instead, they exist in the 
wider context of an organization or a community, in larger OSS-based business ecosystems, 
which include groups of projects, companies that may be competitors, OSS communities, 
regulatory bodies, etc. To take maximum advantage of OSS adoption, the understanding and 
management of all the risks related to OSS becomes therefore necessary in the context of a 
company’s business model, its wider business ecosystem, and the strategic goals it pursues by 
involving OSS in its partner networks for the production of its value proposition, in the value 
proposition itself, in the distribution and sales relations to customers, in its costs structure and in 
its revenue streams. 

Against the background of the shift from hierarchical value chains to complex value networks 
and business ecosystems business risks have become a key topic in business economics. 
However, literature on the specific risks posed by OSS and how to manage them is scarce. In 
this deliverable, the discussion of OSS business models is evaluated in the light of generic 
business models and with regard to specific OSS strategies a company can pursue. Based on 
these cornerstones, a first approach to defining and identifying typical OSS business risks is 
provided and the methodological approach of WP3 is developed. 

1.1 Motivation 
This deliverable provides the draft business model risks requirements report. It is motivated by 
the need of an approach to identify and evaluate OSS-specific risks that do not result from OSS 
as a new technology but from the implementation of OSS in business processes and 
ecosystems. 
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1.2 Intended audience 
This document is of public nature and intended to be received by businesses that engage in 
OSS and by academia conducting research in the field of OSS. 

1.3 Scope 
The scope of this document is the full RISCOSS project, in all its Work Packages and along its 
entire timeline (36 months). 

1.4 Relation to other deliverables 
This deliverable is provides the groundwork for D3.2, D3.3, and D3.4. It is based upon 
information gathered for D5.1 and will provide input for D2.2 and D4.3. 

1.5 Document structure 
This deliverable is structured as follows: Section 2 provides an overview of the ongoing debate 
about OSS business models and applies a generic ontological approach to the analysis of 
business models in general, allowing for identifying and assessing the impact of OSS on a 
company’s business model at any place within this model. Section 3 puts the business model in 
the wider context of value networks and business ecosystems. Section 4 discusses strategic 
options enterprises may pursue by implementing OSS in their business model, resulting in a 
differentiation of seven typical OSS business strategies. Section 5 discusses OSS business 
models and approaches how they can be identified and mitigated, which is a precondition for 
the development of WP3’s methodological approach and a draft OSS business risk assessment 
matrix that is provided in Section 6. The final section provides conclusions and a first set of 
requirements of WP3 from the RISCOSS platform. 
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2 OSS Business Models 
The key purpose of any business is to create value and to achieve revenues. The business 
model(s) of a company captures the ways and means how these goals can be achieved. 
Therefore, there is no enterprise without a business model, regardless of whether or not a 
company can explicitly describe it (Teece 2010; Chesbrough 2006).  

Since demand, competition, technologies etc. tend to change over time enterprises operate 
under changing market conditions (Teece 2010). Business models provide enterprises a 
strategic resource to adapt to these changing conditions. These reactions and adaptations to 
the specific context conditions of an enterprise make business models unique: two companies 
selling the same product on the market would always achieve different economic outcomes 
(Chesbrough 2010). 

The term “business model” was introduced in the late 1950s but hardly used in publications until 
the 1990s, and only with the hype of the Internet it reached a first peak in 2000 (Horsti 2007). 
However, despite its long history and wide usage within the academic debate as well as by 
practitioners, the term is not at all clear-cut. Many authors mean completely different things 
when using the term (Osterwalder 2004; Al-Debei & Avison 2010). One of the main reasons for 
this is that (business) economics did not provide a theoretical foundation of the concept of a 
business model (Teece 2010; Morris et al. 2005). Teece (2010) explains this shortcoming by the 
focus of economics on theoretical matters, whereas the business model concept aims at the 
solution of real world business problems and challenges. As a conclusion, Amit & Zott’s (2001) 
finding that there is no commonly accepted or dominant theory or definition of business models 
holds still true.  

As a consequence of the lack of a single comprehensive theoretical concept of business 
models, business models are in practice often conceptualized as a company-specific feature, 
such as Apple’s iTunes model, or as a generic principle to generate revenues, such as the 
Freemium Model or the Bricks and Clicks Model.  

Academic conceptualizations of the notion of “business model” often regard the interplay 
between product / service, the business actors, value creation and revenue sources (e.g. 
Timmers 1998; Osterwalder at al. 2005; Casadesus-Masanell & Ricart 2010; Zott & Amit 2010), 
others concentrate more on innovations and how to generate revenues from them (Chesbrough 
& Rosenbloom 2002), emphasize the sort of transaction partners and channels (B2B, B2C, 
B2G, P2P) (Trombly 2000), or the firm’s position in the value chain and revenue (Schlachter 
1995; Rappa 2004).  

With regard to OSS business models, the lack of structural analyses and ontologies appears 
even more pronounced (Lakka et al. 2011). Present classifications of OSS business models are 
often based on the empirical analysis of business case studies (Kudorfer et al. 2007) or on 
approaches combining literature and case studies (Lakka et al. 2011; Daffara 2008). What they 
have in common and share with many business model studies in general is that they do not 
start from a comprehensive theoretical concept in order to create a taxonomy or ontology of 
OSS business models but conclude such a taxonomy or ontology from empirical observations. 
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The problem of such approaches is that they are prone to be significantly affected by the 
specifics of the cases that have been selected for analysis.  

In addition, many works on OSS business models refer to characteristics of OSS but not to 
generic categories that can be applied to business models in general, which would allow for a 
methodical comparison between business models in general and between open source 
software business models and proprietary software business models in particular. For instance, 
Daffara (2008) based his analysis of OSS business models on an initial set of variables that 
included, inter alia: “choice of licenses, product offering (whether a single version or multiple 
version of a software system are offered), services offered (divided into installation support, 
integration, training, consultancy, legal and technical certifications), type of contracts offered 
(subscriptions, licensing or per-incident) and metering form.” Similarly, Lakka et al. (2011) have 
identified four “main research issues” from the first round of their analyses: the kind of OSS 
license, the offering or value of the OSS product or service, the OSS community, and the 
organization of production policy. 

Consequently, there is a vast array of OSS business models and business model types that 
have been identified by numerous authors: 

Chang et al 2007 distinguish four models that secure sustainability of an OSS organizations.  

• Community model 
• Subscription model 
• Commercial model 
• Central support model 

The community model is applied by organizations like the Apache Software Foundation and 
many other OSS projects that have established a foundation to secure their sustainability. The 
costs of sustaining the product or service are covered by building a community of users and 
industry partners who agree to cooperate on development work and maintenance (Chang et al. 
2007). 

The subscription model, of which Red Hat is probably the best known example, requires users 
to pay subscription costs to a company in order to obtain maintenance and support (Chang et 
al. 2007).  

The commercial model is also known under the terms ‘dual license’ or ‘split license’ or ‘open 
core’. In this model the users have the choice between a free version of a software that gets no 
support and a version that must be paid but comes along with guaranteed support, maintenance 
and service models (Chang et al. 2007) or with additional features that are only available as 
proprietary software (‘open core’).  

Finally, the central support model refers to a central body that provides robust releases and 
support for open source products that are of strategic importance to its community (Chang et al. 
2007). 
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Chang et al. (2007) are obviously more interested in the question how organizations that create 
OSS become sustainable than in OSS business models. However, the close relation between 
their sustainability models and OSS business models is evident, especially with regard to terms 
like “subscription model" or “commercial model”, as illustrated by the following overview of other 
authors’ approaches to OSS business models. 

Daffara (2008) has identified six basic OSS business models and one remainder group, largely 
coinciding with the five business models Dornan (2008) has spotted in the OSS market. 
Summarizing these authors’ findings, following OSS business models appear as typical: 

• Product specialists 
o This business model (“Sell support services” in Dornan’s terminology) refers to 

the traditional Linux model, as used by Red Hat, which, according to Dornan, is 
part of most open-source business models. Basically, this is often considered to 
be the classical OSS business model, where the code is completely open and 
revenues are achieved through services related to using, maintaining and 
adapting the software. 

•  Build (or run) hardware 
o This business model aims at making hardware more profitable through installing 

OSS on commodity components. Another form (the ‘run’ option) of this business 
model is to implement OSS on the firm’s own infrastructure in order to produce 
software or services at lower costs. 

•  Proprietary components 
o This business model combines proprietary and open-source code, essentially 

holding back some functionality from what is released for free. According to 
Daffara (2008), this model distinguishes between basic OSS software and a 
commercial version that contains the basic OSS distribution plus additional 
proprietary elements. In the terminology of Lakka et al. (2011), this business 
model relates to “added value editions”. 

• Dual licensing / twin licensing 
o Companies running this business model offer their clients the choice between 

open source and proprietary licensing models. 
• Badgeware  

o Daffara (2008) describes this business model as based on “a recent 
reinvention/extension of a previous license constraint, that is usually based on 
the Mozilla Public License with the addition of a “visibility constraint”, the non-
removability of visible trademarks or elements from a user interface. This allows 
the company to leverage trademark protection, and allows the original 
developers to receive recognition even if the software is resold through 
independent resellers.” 

• Platform provision 
o Daffara (2008) uses this category for “companies that provide selection, support, 

integration and services on a set of projects, collectively forming a tested and 
verified platform.” They include Linux distributions in this category because they 
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are (largely or completely) licensed under pure OSS licenses in order to 
maximize external contributions. The benefit for clients lies in “guaranteed 
quality, stability and reliability, and the certainty of support for business critical 
applications (Daffara 2008).” 

• Selection/consulting companies 
o Daffara (2008) applies this category to companies that are rather consultancies 

and analysts than software developers. These companies provide consulting and 
selection/evaluation services on a wide range of projects. It should be noted that 
Daffara (2008) assesses the impact of these companies on OSS communities as 
limited because “the evaluation results and the evaluation process are usually a 
proprietary asset.” 

• Software as a service (SaaS) 
o This model is based on the provision of software services of the company’s own 

IT infrastructure, so that clients don’t need to purchase and maintain an own IT 
infrastructure for these processes 

Daffara (2008) points out that there is a wide range of companies whose business models 
cannot be allocated to one of the above-mentioned categories because they combine (elements 
of) different business models. Of the many other labels that appear in literature in order to 
classify OSS business models and that cannot be allocated to one of the above-mentioned 
models (because they emerge across (some of) these types), only three appear meaningful to 
mention here, which have been discussed by Kudorfer et al. (2007) in the context of the 
QUALIPSO project (www.qualipso.org). These business models are: 

• Franchising model 
o This business model is based on a long term cooperative relationship between 

individual companies to offer specific products or services under explicit 
guidelines using the name, trademark and operational system of a franchise 
company. 

• Subscription model 
o This model falls into the category of software as a service, where maintenance 

and updates are provided along the lifecycle of software. Customers are charged 
with monthly or annual fees for gaining access to the updates of an OSS product. 

•  Ecosystem enabler model 
o This business model is based on a company that plays a prominent role in 

establishing a de-facto standard platform, which results in the firms capability to 
dominate the related markets through control over the standards. Kudorfer et al. 
(2007) refer to Sun Microsystems (in making JAVA OSS) and IBM (as enabler of 
the Eclipse platform) as examples of companies that apply this business model. 

These different typologies illustrate that there is, seemingly, an unlimited array of approaches 
and perspectives under which the specifics of OSS business models can be highlighted and 
bundled. As a consequence, this debate leads to some confusion resulting from conflicting 
terms that apparently describe the same (kind of) business model(s) or from highlighting 
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different aspects that are considered to be relevant specifics of OSS (e.g. the license, the 
community involvement, the central actor in the business model etc.) 

Another result of this focus on OSS specific when OSS business models are considered is that 
often the point of view is that of a comparison between proprietary software and OSS. In this 
regard, the typical argument is that proprietary software models are aiming at profits that derive 
directly from the software (i.e. the software is sold and revenues are based on IPR) whereas 
OSS business models are supposed to make profit rather from services (installation, 
maintenance, training) than from the software. In fact, the success of many OSS products with 
regard to diffusion rates and market shares has challenged traditional (based on IPR of 
proprietary software) business models and induced a shift towards more service-oriented 
business models in the proprietary software sector, too (Ghosh 2006). At the same time, a 
number of business and licensing models, such as the dual licensing model (e.g. used for 
MySQL), have been established in the market for OSS, allowing OSS enterprises to make profit 
from the software directly, too (Lakka et al. 2011).  

Given this convergence of proprietary and OSS business models, it appears to be misleading to 
equate service-oriented software business models with OSS and software-related business 
models with proprietary software. Bonaccorsi et al. (2006) have observed a significant trend of 
software companies to mix proprietary software-related and OSS-related business models so 
that in sum they operate under “hybrid business models”. Some authors (e.g. 451 Group 2008) 
even claim that due to this convergence open source is not a business model at all but a model 
of software development and distribution. However, this conclusion appears debatable, as it 
seems to underestimate the impact of open source software on the structure of business 
models and on business processes and strategies. In fact, open source opens opportunities for 
business models, business strategies and processes that cannot be tapped if a company only 
sells software and services related to proprietary software.  

The problem of these definitions – regardless of whether relating to OSS, to proprietary 
software, or to both - is that they stress different aspects that may be relevant for business 
models but do not systematically examine how business models are composed and how the 
different elements of business models are related to each other in order to generate revenues. 
A consequence of this shortcoming is that it only allows to describe specific business models 
but not to compare them across a set of features that are common to all business models. 
Within the frame and purpose of the RISCOSS project, such a common set of features is, 
however, a necessary precondition for the identification and analysis of typical business risks 
that derive from OSS-related business models. 

The crucial point is that many of the business models described in literature and mentioned 
above perfectly capture how OSS is implemented by firms but fail, due to the convergence of 
OSS and proprietary software business models, to capture the specific impact of OSS on 
business practices (i.e. business models, business processes, and business strategies). To 
illustrate this: Almost all these models, but especially the franchise model, the subscription 
model, the ecosystem enabler model, platform provision, and badgeware can be applied to 
purely proprietary software businesses, too. The only differences between the OSS business 
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models and the proprietary software models would thus be the license under which the software 
is distributed and the openness of the code. Of course, these differences might be essential, but 
whether or not they are essential cannot be decided if the analysis starts from the assumption 
that involving OSS in a business model creates per se a significant difference to business 
models that do not rely on OSS at all.  

This shortcoming is addressed by scholars that strive to systematically work out components 
that are common to all business models and that can be used to better classify and analyze 
business models. Representatives of such ontological approaches are Osterwalder (2004), Amit 
& Zott (2001), Morris et al. (2005), Linder & Cantrell (2000), Margretta (2002), Osterwalder & 
Pigneur (2010), and Lindgren (2011).  

As a common frame of reference, we like to use the Business Model Canvas (Figure 1) of 
Osterwalder & Pigneur (2010) in order to identify systematically how OSS affects business 
models and which risks derive from OSS across the various processes and interactions 
between different actors that are necessary for a company to perform successfully when OSS 
comes into play. This implies that we do not focus on specific OSS business models but on the 
specifics of OSS in various OSS-related business models, in particular those of the use cases 
within the RISCOSS consortium.  

The business model canvas of Osterwalder and Pigneur (2010) has recently become significant 
in both, the business world and academia. With this canvas, Osterwalder and Pigneur have 
created a comprehensive ontology of business models that, overall, allows distinguishing four 
key areas necessary to build and characterize any business model: 

• At the center of each business model is the value proposition, which is the product or 
service that is sold to customers in order to receive revenues and make profit.  

• The second key area in the canvas includes all factors that are needed in order to 
produce the value proposition. These factors are the key partners that are necessary to 
create the value proposition, the key resources needed and used by these partners, and 
the key activities that must be performed by the partners in order to produce the value 
proposition. 

• The third key area takes account of the customers to which the company’s value 
proposition is sold. It contains the customer segments (or target groups), the customer 
relationships, and the communication, distribution and sales channels used to promote 
and sell the value proposition and to organize delivery and payments. 

• The fourth key area of the canvas comprises the financial aspects of the business 
model, which consists of the various costs aligned with the creation and distribution of 
the value proposition and the revenues gained from selling it to the customers. 

Together with typical OSS business strategies, which will be described in section 4, these 
business model areas provide the basis for our analysis of OSS-related business risks. This 
approach implies that we do not start from a concept of “OSS business models” as a specific 
form of business models but from a generic concept of business models that can be 
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systematically examined with regard to the role OSS plays in the different areas and elements 
of any given business model of a company.  

Conclusively, OSS can play a role for the production of a value proposition (e.g. as part of the 
communication infrastructure of one of the key partners), it can be part of the value proposition 
itself (e.g. when OSS is sold under a dual license), it can be used for the channels to customers 
(e.g. as part of the communication infrastructure), it can play a role for the cost structure (e.g. by 
replacing proprietary software through OSS a company may save costs for software license 
fees) and it can play a role for the revenues (e.g. when OSS is distributed under a dual license 
model or when OSS-related services are sold to customers). Evidently, depending on where in 
the business model OSS plays a role and on the function OSS plays in the business model, the 
criticality of OSS for the company varies and so do the risks aligned to OSS. For instance, if 
OSS is only used by one of the key partners in the production area in order to communicate with 
the core company (the vendor of the value proposition), the impact of OSS on the core 
company’s business model is less pronounced than if OSS is integral part of the core 
company’s value proposition. Moreover, in the first case the key partner can be made 
responsible for managing the OSS-related risk, whereas in the latter case the core company 
usually has to manage and mitigate the risk aligned to OSS internally. Hence, the location and 
function of OSS within the business model determines very much if and to which degree OSS-
related business risks can be externalized or must be kept internally. 

 

Figure 1: Business Model Canvas by Osterwalder & Pi gneur 
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2.1 Business Model Areas 

2.1.1 Value Proposition 
The value proposition is intended to offer a value to potential customers, basically by providing 
solutions to customer problems and to satisfy customer needs. According to Osterwalder and 
Pigneur (2010), such value can, for instance, be obtained from features provided by a product 
or service that are illustrated in Figure 2. 

OSS is often associated with cost reduction, price, accessibility and performance (e.g. Wheeler 
2007). However, in fact OSS can be associated to all these value creating features, as it can be 
new, reduce risks (e.g. those aligned with “black box” functionalities of proprietary software), 
more convenient to use than other software, may be easier to customize because access to the 
source code and the right to modify it is granted, may be better suited to perform a certain 
process, may be better designed (the modular design of OSS has meanwhile inspired the 
design of proprietary software, too), and the characteristics of open source software may 
become an important aspect of the marketing and branding strategy of a company. It should be 
noted that the value creating features proposed by Osterwalder and Pigneur (2010) and 
illustrated in Figure 2 are a non-exhaustive list, i.e. companies may discover additional value 
creating features for their customer segments. Evidently, a product or service intended to be 
sold to customers can include one or a combination of two or more value propositions. The 
more value a product or service offers to potential customers, the more likely it is to meet the 
demand of different customer segments, thus to broaden the potential market for the company’s 
offering and to increase sales. 

 

Figure 2: Features creating value for customers (ex amples) 
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2.1.2 Value Proposition Production 
The value proposition production area is largely defined by the interplay of different actors that 
is needed to produce the value proposition. While the value proposition in Osterwalder and 
Pigneur’s (2010) business model canvas focuses exclusively on the value that is provided to the 
final customer / user, it should be noted that collaboration between different actors can only be 
established if there is also a value in this interaction for each of the involved parties. Thus, 
besides the customer value perspective, there is also a partner value perspective that must be 
considered (Palmer 2012). Partner value creation may not only depend on the volume of paid 
business transactions and the revenues that one party can receive from selling goods or 
services to the other partner. We will come back to this issue in section 4.  

Osterwalder and Pigneur (2010) distinguish four types of key partnerships: 

• Strategic alliances between non-competitors 
• Strategic alliances between competitors (coopetition) 
• Joint ventures to develop new businesses 
• Buyer-supplier relationships to assure reliable supplies 

All these types of key partnerships can be established with OSS companies as well as with any 
other sort of company. However, partnering with OSS communities or projects may imply a 
number of particularities that might require different approaches than common inter-firm 
partnerships.  

The purposes of the key partnerships are the optimization of economies of scale, the acquisition 
of particular resources and activities and – particularly important in the context of the RISCOSS 
project - the reduction of risk and uncertainty. 

The key resources describe the means that are needed by all partners to produce the value 
proposition. According to Osterwalder and Pigneur (2010), key resources can either be human, 
physical, intellectual or financial. OSS can provide all these types of key resources, as a 
company may hire experienced OSS developers (human), use OSS as infrastructure for the 
production of its value proposition (physical), may be used because of the specific knowledge of 
its staff or because of perceived advantages of a certain OSS license (intellectual) or may be 
used because it is more cost effective than purchasing proprietary software (financial). 

According to Osterwalder and Pigneur (2010: 37), there are three types of key activities that 
partners in the value proposition production area have to perform:  

• They develop new solutions for individual customer problems, i.e. they solve problems 
(like typically in the consultancy industry). Knowledge management and training are 
typical for this sort of key activity. 

• They design, create and deliver a product or service, i.e. they produce (like typically in 
the manufacturing sector). Conclusively, production is dominating this kind of key 
activity. 
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• They build and use together a platform or network on which different partners can find 
together and collaborate for different but related purposes (like Sourceforge provides a 
platform for the development of a vast array of OSS products or eBay brings together 
vendors, buyers and third party service providers in order to run an efficient auctioning 
and sales platform). Platform management and service provisioning and platform 
promotion are characteristic for this type of key activity. 

2.1.3 Distribution and Sales 
The distribution and sales area is defined by the customer segments the company targets with 
its value proposition, the relationships between the company and its customers, and the means 
in order to communicate to the customers and to receive their feedback, to raise potential 
customers’ awareness of the company’s offerings, to enable the customer to evaluate these 
offerings and to provide them with means to purchase them (Osterwalder & Pigneur 2010). 
These means are channels for communication, distribution and sales (ibid.). Figure 3 illustrates 
the functions of these channels and how they are employed over time, from awareness raising 
over purchasing to customer feedback and customer support in the after sales phase. 
Osterwalder and Pigneur (2010: 27) distinguish these channels further between those that are 
owned by the company and those that are owned by partners and between direct and indirect 
channels. Examples of direct channels are an in-house sales force or a Web site, an example of 
an indirect channel is a retail store that is owned by the organization. This implies that, 
considered from the viewpoint of the company, all channels owned by partners are indirect 
channels. Osterwalder and Pigneur (2010:27) point out that the right mix of channels is 
essential to successfully bring value proposition to market and to satisfy different customer 
segments’ needs. 

The customer segments are groups of customers to which (possibly different) value propositions 
shall be sold. Examples of customer segments are (see Osterwalder and Pigneur 2010: 21): 

• Mass market, where no further segmentation of customer groups is needed 
• Niche market, where specified customer groups with specific demands are targeted with 

products and services tailored to the particular demands of this niche 
• Segmented markets, where products and services are tailored to slightly varying 

demands of a number customer groups, e.g. by providing high-end entertainment 
electronics to a segment of users with strong technical skills and high demands from 
such products that go beyond the “standard demands” of average users 

• Diversified markets, where the demands of two or more unrelated customer segments 
with significantly different needs and problems are targeted. 

• Multi-sided markets serve two or more interdependent customer segments, e.g. by 
selling newspapers to readers and advertisement space to advertisers 

Another example, not mentioned by Osterwalder and Pigneur (2010) is provided by “internal 
markets”, i.e. when one section of the company creates products and services for other sections 
of the company that uses these parts as elements of their final products. Such an example is 
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provided by TEI, which delivers software for the telecommunications tools and networks 
distributed by the Ericsson company. 

A company establishes relationships to its customers with the intention to bind the customer to 
the company and its products and services and to receive the customers’ feedback. 
Osterwalder and Pigneur distinguish following types of customer relationships: 

• Personal assistance, i.e. a contact point in the company for customers who have 
questions or are interested in buying a product or service of the company 

• Dedicated personal assistance, i.e. a contact point that is specified for one or more 
customers. Usually this is meaningful only in the case of key customers that have a high 
impact on overall sales or whose feedback is of particular value for the company. 

• Self-service, i.e. there are no direct relationships between the company and its 
customers but the company provides all means for customers to help themselves 

• Automated services mix customer self-service with automated processes that, for 
instance, use individual customers’ online profiles in order to respond to their personal 
demands. “At their best, automated services can simulate a personal relationship (e.g. 
offering book or movie recommendations) (Osterwalder and Pigneur 2010: 29).” 

• Communities (e.g. through targeting existing or establishing new user communities 
around the company’s products and services) allow knowledge exchange and problem 
solving through users and thus provide the company with valuable user feedback on its 
products and services. 

• Co-creation means direct and active collaboration between the company and its 
customers in creating value propositions (e.g. in so-called “living labs” or through 
collaboration with key developers in an OSS community and other companies within this 
OSS ecosystem) 
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Figure 3: Purposes and means in the distribution ar ea of a business model 
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Extending Osterwalder and Pigneur’s (2010) approach by the example of donations and public 
funding, there are basically following ways for a company to generate revenues: 

• Asset sales, which appears to be the most traditional way: a company creates a product 
and sells it to its customers 

• Usage fees, a revenue stream that is typical for many software products and for SaaS 
• Subscription fees, which are widespread in the media and software industry 
• Lending / renting / leasing 
• Licensing, the dominant option in the proprietary software sector 
• Brokerage fees 
• Advertising, e.g. by offering Web space to advertisers as a channel to inform potential 

customers about a company’s products and services 
• Donations, e.g. by customers or firms in order to keep operations going that are 

advantageous for the market to function and to develop but cannot be performed by 
commercial actors alone. This option has been chosen by many OSS communities (e.g. 
Apache, Eclipse) and social organizations. 

• Public funding, e.g. through government institutions or the educational sector in order to 
support R&D activities that are not performed by the private sector because they are too 
risky and / or cost intensive to be borne by a company alone. 

As Osterwalder and Pigneur (2010: 32) point out, each revenue stream may work with different 
pricing mechanisms, which may affect the revenues that are generated. 

In the next two sections we will provide a brief overview of business ecosystems and OSS 
business strategies. Based on the discussion of these three aspects – business models, 
business ecosystems and OSS business strategies, section 5 will present and discuss typical 
OSS-related business risks that appear in each of the business model areas and how to 
evaluate these risks based on the company’s position in the business ecosystem and the OSS 
business strategy it follows. Hence, we imply that OSS-related business risks are – if we 
disregard IPR issues that are common to all software products – dependent on the context of 
the business ecosystem in which they evolve and on the OSS business strategy a company 
follows. 

2.2 Business Models of the RISCOSS Use Cases 
In this section we apply the canvas, separated into the four business model areas as described 
above, to the RISCOSS use cases. Given the draft character of this deliverable and the fact that 
business models and business strategies related to OSS of some partners (e.g. UPC, TEI) are 
in a dynamic state at this point in time or have to be handled confidentially, the following 
provides a first rough overview of these business models, which will be refined in the follow-up 
version of this document (i.e. in Deliverable D3.2).  

2.2.1 CENATIC 
CENATIC is a public foundation promoted by the Spanish Ministry of Tourism and Commerce 
and the regional government of the province of Extremadura. CENATIC works as a consultancy 
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for public administration and as intermediary between Spanish and international public 
administration bodies on the one hand and OSS project communities and OSS companies on 
the other hand. In addition, the organization is the only strategic project of the Spanish 
Government to promote the knowledge and use of open software, focusing but not limited to 
Spanish authorities.  

CENATIC is actively engaged along the whole line - from generating future-proof solutions, 
open source assessment and validation, to support open source project management in the 
public and private sector and to develop open source community prototypes for the public 
sector. 

Given this mission, the production area of the business model of CENATIC is dominated by 
OSS projects, larger OSS communities, and OSS companies, as these key partners develop 
the software that CENATIC evaluates and possibly recommends for public administration. The 
motivations for CENATIC to create partnerships are basically to optimize the IT infrastructure of 
public administration (on the clients’ side) and the acquisition of particular resources and 
activities that are not (fully) available at CENATIC. 

Platform/network provision and problem solving are the key activity types that apply to 
CENATIC’s business model. In more detail, evaluation of OSS, next to monitoring the OSS 
market, establishing and maintaining good relationships to providers and clients in order to 
secure that CENATIC’s activities match the needs of public administration and provides 
valuable consultancy services, and training are characteristic tasks CENATIC performs. 

Key resources of CENATIC are thus the staff’s specific knowledge about OSS and personal 
contacts to OSS developer communities, representatives of public administration bodies and 
OSS companies. Another key resource of CENATIC is provided by market analyses of various 
market research agencies. An important physical resource is provided by the Web site of 
CENATIC. The key financial resource of CENATIC is the funding of the foundation through the 
Spanish government, which allows CENATIC to develop service offerings that yield additional 
revenues from clients or other public funding institutions. 

The value proposition of CENATIC, in terms of the business model canvas developed by 
Osterwalder and Pigneur (2010), is mainly cost reduction (through reducing the budget share 
that public administration would have to pay for proprietary software licenses). Additional value 
propositions are risk reduction (as CENATIC, sometimes in collaboration with third parties, 
provides full transparency of IPR risks and vulnerabilities of the software), convenience (as 
CENATIC takes over a large part of the market analysis and software evaluation for public 
sector bodies) and accessibility (as CENATIC eases the access to suitable OSS products for 
public administration bodies). In those cases where OSS outperforms other software or provides 
functionality not provided by proprietary software products, performance creates a major value 
for customers.  

As already mentioned, the distribution and sales area of CENATIC’s business model is 
dominated by public administration bodies as customers of CENATIC’s services. Since OSS is 
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developed for, in principle, an unlimited scope of users but is mainly recommended and 
distributed by CENATIC to public sector bodies we have to consider the market for CENATIC’s 
services as a niche market, on the one hand. On the other hand, CENATIC also reports public 
sector needs to relevant OSS communities and companies and offers certification services to 
commercial OSS actors. Therefore, the foundation’s market is to some degree also a 
segmented market. At this point in time we do not look further into the segmentation of 
CENATIC’s customers, as it is unclear whether a further segmentation, e.g. by administrative 
level (international, national, regional, local) or by specifics of OSS software (e.g. off-the-shelf-
OSS vs. specific OSS for public administration) or by other characteristics, will suit better the 
requirements of an assessment of OSS risks and risk mitigation strategies. This gap will be filled 
in D3.2. 

Given the complexity of OSS and of the requirements from software in public administration, the 
customer relationships are mainly (dedicated) personal assistance, though software downloads 
and information services are of course offered as automated service. In addition, since one of 
CENATIC’s services is to build up sustainable OSS user communities within the public sector, 
communities with the aim of establishing co-creative OSS development infrastructures for the 
public sector are other important forms of customer relationships. 

CENATIC uses a combination of direct channels to its customers, such as personal consultancy 
or its own website, but also indirect channels, such as provided by OSS projects’ and 
communities’ websites. Some of these channels are owned by CENATIC, others are owned by 
partners. 

Regarding the financial area of CENATIC’s business model, the cost structure is value-driven 
and characterized by a dominance of variable costs, as the costs vary with the kind and volume 
of tasks to be performed for the clients. The share of, e.g., consultancy services and certification 
cannot be planned and calculated in advance. Cost advantages are basically achieved through 
economies of scope, as experience gained in a certain public sector organization may be 
applicable to other public sector organizations, so that the effort to produce a certain level and 
quality of consultancy may decrease in some of CENATIC’s operation fields. This may however 
be countered by emerging new tasks requested by public sector authorities with specific 
demands that cannot be handled based on previous experiences. 

2.2.2 OW2 
OW2 is an independent, global, open-source software community that derived from a merger (in 
2006) of ObjectWeb, a joint project between INRIA, Bull and France Telecom, on the one hand, 
and Orientware, a project of Peking University, Beijing University of Aeronautics & Astronautics, 
National University of Defense Technology (NUDT), CVIC Software Engineering Co., 
Ltd.(CVICSE) and the Institute of Software at the Chinese Academy of Sciences (ISCAS). In 
September 2005, ObjectWeb and Orientware signed an agreement by which they committed to 
share their code base and jointly develop open source middleware software. After this 
agreement and the merger in the following year, the two communities developed into a fully-
fledged independent open source organization: the OW2 consortium, with some 100 projects 
backed by more than 5,000 supporters. 
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The mission of OW2 is twofold. One goal is to promote the development of open-source 
middleware, generic business applications, cloud and computing platforms, the other goal is to 
foster a vibrant community and business ecosystem. 

As a result of this mission, the production area of the business model of OW2 is dominated by 
the OW2 consortium members, OSS projects and related OSS business ecosystems. OW2’s 
motivation behind the business model is the wish to leverage the trend towards OSS 
middleware because the OW2 consortium considers OSS as particularly trustworthy and 
reliable and of high quality in general. Hence, in terms of the business model canvas OW2 
creates its partnerships in order to optimize the middleware for institutional clients, to reduce 
risks and uncertainty through trustworthy and reliable software and to acquire OSS expertise 
and resources from the wider OSS community. 

Problem solving and production (of OSS middleware) are the key activity types that apply to 
OW2’s business model. Additional activities are community building and management and 
managing the OW2 platform and network.. 

Key resources of OW2 are thus the staff’s specific knowledge about OSS and personal ties to 
OSS developer communities. An important physical resource is provided by the Web site and 
platform of the OW2 consortium. Next to the revenues received from selling development and 
maintenance services, another key financial resource of OW2 is the funding through the OW2 
consortium members. 

OW2’s value propositions are mainly performance and risk reduction. Additional value creating 
features are customization and price (as OSS allows to reuse code to a degree that is usually 
not achievable by proprietary software).  

The distribution and sales area of OW2’s business model targets mainly commercial and 
institutional clients and OSS communities. Thus, OW2 serves a segmented market. The details 
of the customer segments of OW2 will be treated in D3.2. 

OW2’s customer relationships are mainly (dedicated) personal assistance, though, like all 
RISCOSS use cases, software downloads and information services are offered as automated 
service.  

OW2 applies a combination of direct channels to its customers, such as personal consultancy or 
its own website, but also indirect channels, such as provided by OSS projects’ and communities’ 
websites. Some of these channels are owned by OW2, others are owned by partners. 

Like in many OSS-related organizations, the financial area of OW2’s business model is rather 
value-driven than cost-driven. Given the focus of OW2’s activities on production (i.e. software 
development), the share of fixed costs is relatively high, although community management and 
the problem solving activities represent a considerable share of variable costs, too. Cost 
advantages are basically achieved through economies of scope, as expanding the user base for 
OSS middleware (which would, in principle, allow for economies of scale) is countered by a 
strong demand for customized software. 
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2.2.3 TEI 
TEI is part of the multinational Ericsson company, one of the world’s leading 
telecommunications corporations. Ericsson produces hardware (telecommunications 
infrastructure and devices) as well as the software to run it. Ericsson’s range of goods and 
services includes mobile and fixed networks, multimedia solutions and telecommunication 
services, or, in more detail, voice, video, text and multimedia messaging, chat, web services 
and e-mail, wireline access and connectivity services people and machines use to connect 
computers, devices, sensors and machines to each other, to data centers and to the Internet. 
The company’s mission is to empower people, business and society at large, guided by a vision 
of a sustainable Networked Society. Ericsson’s goods and services are intended to make a real 
difference to people's lives and the world we live in. 

Given this mission, its long-standing tradition and the size and geographic scope of the 
company, which is aligned with a high level of international division of work, the production area 
of Ericsson’s business model is focused on in-house production (of hardware and software) and 
delivery of services between different divisions of the company. TEI’s role within this 
architecture is to provide an OSS alternative to support efficient third party product (3PP) 
handling. This implies that OSS projects, communities and companies provide an important part 
of the production area of Ericsson’s business model, but rather in form of traditional suppliers 
than as partners that are actively involved (e.g. in form of co-creation or community) in the 
development of the company’s goods and services. At this point in time, it is decisive for 
Ericsson to set the requirements third party product suppliers have to meet and to monitor and 
control whether third parties that are considered for strategic alliances keep to Ericsson’s 
requirements and standards. Therefore, the company emphasizes the essential role of 
responsible management of its supply chain. To this end, all suppliers must comply with the 
Ericsson Supplier Code of Conduct (S-CoC) requirements. With the advancement of 3PP the 
strategy to collaborate with third parties may however evolve into other forms of collaboration. A 
step in this direction could be seen in Ericsson’s collaboration with OSS communities and 
companies that includes contributions to various OSS communities, such as the Linux 
community. This strategy derives from Ericsson’s strong interest and engagement in open 
standards and open systems. Whether or not, in which direction and to what degree such an 
evolution will take place depends highly on the experiences TEI makes with external OSS 
providers and the software they deliver, particularly regarding compliance with the very high 
quality and process standards Ericsson demands.  

Ericsson’s motivation for its business model is the company’s vision of being the "prime driver in 
an all-communicating world" through innovation, technology, and sustainable business 
solutions. OSS is considered not only under the perspective of technological aspects, such as 
functionality, security and reliability but also under the perspective of cost savings, as the 
implementation of OSS that has been developed by third parties bears the potential to replace 
less cost-efficient proprietary software or to free in-house software development capacities for 
more important tasks or R&D. Quality is also an important aspect for Ericsson but this is rather 
secured in-house by high quality standards and quality assurance procedures than associated 
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with OSS (i.e. OSS is not per se considered as high quality, it has to comply with Ericsson’s 
quality standards). 

In terms of the business model canvas TEI creates its partnerships largely as optimization and 
economies of scale partnerships and in order to acquire particular resources and activities, such 
as development activities of third parties.. 

Production is the key activity types that characterizes Ericsson’s business model.  

Given the importance of control over the supply chain and the strong emphasis of own 
standards, the key resources of Ericsson’s business model are its staff and the staff’s expertise 
to evaluate products created by third parties with regard to compliance with these standards. In 
addition, the strong focus on innovations requires a relatively large share of financial resources 
for R&D activities. 

As mentioned above, the portfolio of Ericsson includes a huge variety or products and services. 
However, since the company strives to make a difference with its goods and services, the key 
value propositions appear to be performance and newness, next to design and brand/status.  

The distribution and sales area of Ericsson’s business model targets individual 
telecommunication users, mobile and fixed network infrastructure providers, telecom services, 
software, broadband and multimedia solutions for mobile and fixed network operators, 
enterprises and the media industry. Thus, Ericsson delivers its goods and services to mass 
markets as well as to a highly segmented market. The details of the customer segments of 
Ericsson will be treated in D3.2. 

Ericsson’s customer relationships are mainly provided in form of (dedicated) personal 
assistance and automated service. 

As a consequence of the company’s size, the scope of its goods and services and the variety of 
its customer segments, Ericsson uses all forms of direct and indirect channels, which can be 
owned by the company itself or by partners. 

The financial area of Ericsson’s business model appears equally value-driven as cost-driven. 
While the company’s emphasis on innovativeness and higher performance of its goods and 
services underlines the value-driven aspect of the business model, the strong competition in the 
global telecommunications market requires cost-effective offerings. Against this background, the 
shares of fixed and variable costs should both be relatively high, whereby the company strives 
to achieve cost advantages through economies of scale as well as through economies of scope, 
depending on the specific good or service and on the customer segment. These aspects will be 
further examined in D3.2. 

2.2.4 Moodbile (UPC) 
Moodbile is a project of the SUSHITOS research group (Services for Ubiquitous Social and 
Humanistic Information Technologies and Open Source) of the Universitat Politècnica de 
Catalunya – Barcelona. The group, consisting of 9 members, conducts research, software 
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development, communication and teaching activities applied to Social and Humanistic 
endeavors. Among other specific fields, SUSHITOS focuses on ICT in the field of education (e-
learning,mobile learning, digital contents, learning tools interoperability, learning analytics and 
the like), Heritage Information Systems, Software as a Service (SaaS) and Sustainable 
Development.  

The mission of Moodbile is to enable mobile learning apps and other apps for education to work 
together with Learning Management Systems (LMS). At current, the project is in its starting 
phase and has chosen the Moodle LMS as host platform. The project members emphasize as 
uniqueness of Moodbile that it does not simply replicate the functionalities of the LMS on a 
mobile device but provides developers of apps for education with the necessary tools to “talk” 
with the LMS. The group’s strategic roadmap is determined by the wish to provide OSS 
solutions geared towards eLearning and mobile learning (mLearning). 

As a specific of this use case, there is no revenue stream directly aligned with Moodbile, as 
Moodbile is distributed for free under the GPL. Instead, Moodbile must be considered as a kind 
of reference project that is used to document the skills and expertise of the SUSHITOS group 
members in order to raise awareness of this group within commercial OSS ecosystems and the 
educational sector. Based on this “branding” strategy, the SUSHITOS group strives to attract 
projects and commissions from these customer segments and public funding for research 
projects that allow them to pay their salaries and to develop Moodbile further. Thus, revenues 
are not received from Moodbile but from software development services that may be obtained 
through the fact that the SUSHITOS team has created Moodbile and has a lot of expertise in 
this field. The production area of Moodbile’s business model is thus dominated by production (of 
software) and problem solving.  

The key resource of Moodbile is the staff and its expertise in apps for mobile learning. An 
important physical resource is provided by the Moodbile Web site and platform. The key 
financial resources of Moodbile are the funding through UPC and through research projects and 
commissions from commercial organizations. 

Moodbile’s value propositions are mainly performance (of the SUSHITOS group members as 
documented by the Moodbile software) and brand/status (as Moodbile is used as a reference 
project and “entry point” to the SUSHITO group for organizations interested in hiring developers 
with skills profiles like those of the SUSHITO group.  

At first glance, the distribution and sales area of Moodbile’s business model targets the 
educational sector in the widest possible sense, covering primarily tertiary education, higher 
education and lifelong learning. The target customers of Moodbile are individual technically 
skilled learners and developers of apps for education. However, the specifics of this use case, 
as laid out above, indicate that it is not the Moodbile software or services based upon it that 
generates revenues but the skills and expertise of the SUSHITOS group members, which allows 
employing them in a vast array of commercial or publicly funded projects, primarily in the 
educational sector but also in more generic OSS contexts. Thus, Moodbile targets a diversified 
market, with commercial app developers and more generic OSS companies on the one hand 



 D3.1 Draft Business Model Risks Requirements Report  
 
 

© RISCOSS Consortium  28 

and the educational sector and the public sector as financers of research projects on the other 
hand. The details of the customer segments of Moodbile will be treated in D3.2. 

Moodbile’s customer relationships are mainly characterized by personal assistance. In addition, 
the wider Moodle community and app developer communities, particular in the field of 
education, play a significant role for Moodbile, but given the fact that the project has just 
recently started, there is yet no large Moodbile community that is managed and operated by the 
SUSHITOS group. 

Moodbile uses largely direct channels (personal contacts in the educational sector and in OSS 
communities, the project’s Website) to its customers. 

Within the financial area of Moodbile, the cost structure is cost-driven, as the major goal of the 
SUSHITOS group is to raise projects and commissions in order to cross-finance the 
advancement of the Moodbile software. Given the changing availability of such funds and the 
variety of activities the group members have to perform in different projects, the share of 
variable costs is relatively high. Cost advantages are basically achieved through economies of 
scope, by expanding the clients’ base through offering a wide range of OSS-related services to 
a diversified market. 

2.2.5 XWiki 
XWiki is a software development and consultancy company with its headquarters in France and 
a branch in Romania, each employing 15 persons. The company distributes information 
management and collaborative systems for enterprises and offers consultancy and support 
services.  

The mission of XWiki is to develop solutions that help to better organize information and for 
enhancing collaboration. The aim is to establish an OSS alternative to information management 
and collaborative systems in the enterprise. 

The production area of the business model of XWiki is characterized by the XWiki community, 
which is managed by XWiki and consists of OSS projects that are directly or indirectly related to 
information management and collaborative systems. Another important sort of partners is 
provided by other businesses, which collaborate with XWiki on particular projects and specified 
tasks, based on sub-contract. Given the mission and strategic roadmap of XWiki, the company 
organizes partnerships mainly as relations in order to acquire particular resources and activities 
that are not available or cannot be performed at by XWiki itself. In this regard, XWiki is 
benefitting from the expertise and manpower of the wider OSS community and of enterprises 
specialized on tasks that do not fall in the regular activities XWiki conducts.  

Problem solving and production are the key activity types that apply to XWiki’s business model. 
Additional activities are community building and management, i.e. managing the XWiki platform 
and network. 

Key resources of XWiki are the staff’s expertise in OSS and personal ties to OSS developer 
communities and other OSS companies. An important physical resource is provided by the Web 



 D3.1 Draft Business Model Risks Requirements Report  
 
 

© RISCOSS Consortium  29 

site and platform of the XWiki community. Key financial resources of XWiki are revenues 
received from the business model and public funding for research projects, for which XWiki 
applies regularly. 

XWiki’s value propositions are mainly performance (as the aim of the company is to develop 
information management and collaborative systems of superior quality), newness (by providing 
OSS alternatives to existing systems), customization (by delivering personalized solutions) and 
convenience / usability (by providing modifiable code and support services). Additionally, value 
is also created through price (as OSS does not claim for license fees).  

The distribution and sales area of OW2’s business model targets enterprises, i.e. a niche 
market (though a big one). Given the fact that XWiki puts some emphasis on tailoring its 
solutions to customer needs it is obvious that the market the company serves is further 
segmented. The details of the customer segments of XWiki will be treated in D3.2. 

XWiki’s customer relationships are mainly (dedicated) personal assistance, though, like all 
RISCOSS use cases, software downloads and information services are offered as automated 
service. In addition, the XWiki community plays also a significant role as channel to the 
company’s customers. 

Direct channels, especially personal ties to OSS communities and other companies, determine 
largely the channel structure of XWiki. The company makes also use of channels owned by 
others, e.g. research projects or partner companies. 

The financial area of XWiki’s business model is rather value-driven than cost-driven, and the 
focus on production (software development) results in a significant share of fixed costs (salary 
of developers). Nevertheless, community management and the problem solving activities 
represent a considerable share of variable costs, too. Cost advantages are mainly achieved 
through economies of scope, as expanding the user base for XWiki’s systems (which would, in 
principle, allow for economies of scale) is countered by a strong demand for customized 
software. 
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3 OSS Business Ecosystems 
Open source software communities create value in a significantly different way than companies 
that create proprietary software. In the case of proprietary software, the value created is owned 
by a single company, whereas in the OSS world this form of ownership usually does not exist 
(unless the software is distributed under a dual license). Open source projects usually do not 
create value from the software itself, which can be translated into revenues through license 
fees, but from specific features provided by OSS (e.g. the ease of customization) or from 
services (e.g. maintenance) based upon the software. Collaboration between a vast number of 
developers (and other functions) plays a crucial role for the success and sustainability of an 
OSS community. This aspect relates directly to the key partnerships that were discussed as part 
of business models in the previous section. OSS communities are very diverse, ranging from 
small projects with only a few individuals as members to huge networks with thousands of 
voluntary developers and software architects but also companies involved. Therefore, business 
models of companies involved in open source software projects cannot be analyzed isolated, 
they must be considered with regard to the companies’ links to other actors within – and 
sometimes without – the OSS project network (Helander and Rissanen 2005). 

This point leads to the question how partnerships between companies and OSS communities 
are established and what motivates them. In the previous section, we have analyzed value 
creation only with regard to the value a business model creates for the final customer / user. 
However, as Palmer (2012) points out, there must also be a value created for both partners, i.e. 
in the production area of the value for the final customer. This implies, according to Palmer 
(2012) that if a company wants to partner with an OSS community,1 partner value creation 
requires typically from that community and the software it produces a certain degree of 
professionalism, stability, transparency, sustainability, and quality, next to a large developer and 
user base, the assurance that the community will not collaborate with competitors2, and a 
reduction of the internal software development load.  

                                                
1 Palmer uses the term “open source ecosystems” in order to refer to OSS communities and projects, 
whereby he differs between loosely aligned OSS ecosystems that are started and operated by a small 
number of individuals, foundation managed OSS ecosystems that are operated by a collection of 
significant industry players each of whom has a business model in the ecosystem, and vendor dominated 
OSS ecosystems that are controlled and mostly contributed by a single vendor who dominates the 
ecosystem. This terminology appears misleading with regard to the concept of business ecosystems that 
is applied in this deliverable, as our terminology goes beyond the boundaries of the OSS producing 
communities and the term “OSS ecosystems” that is used in other deliverables of the RISCOSS project, 
which describes technical dependencies in and between OSS projects and components. Nevertheless, 
Palmer’s classification appears meaningful to characterize and distinguish OSS communities within wider 
business ecosystems and is largely in line with our own conceptualization, which is laid out further down 
within this section. 
2 Palmer overlooks the strategic option to create partnerships between competitors, i.e. coopetition. This 
option implies that a company may very well benefit from partnering with an OSS community that 
cooperates with competitors of that company. Large and important OSS communities, such as the Linux 
or Apache community, would become very soon a “closed shop” if coopetition would indeed be 
abandoned. A precondition of coopetition is that a company that considers this option examines very 
thoroughly the benefits and risks of such a form of cooperation and controls effectively what information is 
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Iansiti and Richards (2006) found economic reasons to be a prevalent motivation, as companies 
mostly invest in OSS software that is complementary to their own core business, and therefore 
add value for their customers.  

According to Bosch (2009), companies adopt an ecosystem approach to support their products 
and services offerings because this allows for 

• Increasing value of the core offering to existing users 
• Increasing attractiveness for new users 
• Increasing “stickiness” of the application platform – i.e. it is harder to change the 

application platform 
• Accelerating innovation through open innovation in the ecosystem 
• Collaborating with partners in the ecosystem to share cost of innovation 
• “Platformizing” functionality developed by partners in the ecosystem (once success has 

been proven) 
• Decreasing TCO for commoditizing functionality by sharing the maintenance with 

ecosystem partners 

Scacchi (2002) points to software engineering benefits achievable through the distributed and 
loosely coupled development approaches, which enabled the delivery of faster, better and 
cheaper software systems. 

A point that is disregarded by Palmer (2012) is the question what value OSS communities, 
particularly those with no commercial interests or goals, receive from a partnership with a 
commercial enterprise. According to Krishnamurthy (2003), OSS developers typically do not 
show interest in profit; rather than that they would be interested in widespread distribution of 
their software. However, while this may apply to some communities that are built by volunteers 
only this claim will hardly correspond with the interests of communities that include commercial 
players or volunteer developers that use OSS communities as a test bed for developing market 
ideas. Therefore, it must be assumed that the partner value creation on the side of community 
members depends on their interests and purposes and can indeed correspond to commercial 
goals, such as revenues. The fact that many large OSS communities, such as Open Stack or 
Apache, have built a foundation that is financed by its members and / or donations indicates a 
certain interest in financial interests in order to keep the community going. Another example is 
provided by Moodbile, which uses the OSS experience of its members in order to attract cross-
funding for the advancement of its software. 

Conclusively, one has to take into account that OSS communities are composed very 
heterogeneously. The building of OSS business ecosystems where companies partner with 
OSS projects and communities therefore requires recognizing the sometimes complex structure 
of collaborative and competitive relations and values between its various members.  

                                                                                                                                                       
released to the community. This is, however, a precondition for all sorts of business partnerships and 
should not establish a specific barrier towards coopetition within OSS ecosystems. 
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It appears sensible to differentiate between the OSS ecosystem and the value network. 
Business ecosystems are defined in a broader sense than value networks, they comprise 
organizations as well as individuals, whereas value networks refer to organizations that 
contribute to the creation of value within a complex business process and usually emphasize a 
technical dimension in addition to relations between organizations and individuals. 

According to Moore (1993), a business ecosystems is “an economic community supported by a 
foundation of interacting organizations and individuals—the organisms of the business world. 
The economic community produces goods and services of value to customers, who are 
themselves members of the ecosystem. The member organisms also include suppliers, lead 
producers, competitors, and other stakeholders.”  

Value networks are focusing the transition from linear value chains to complex structures of 
value creation. Normann & Ramirez (1993) claim that “strategy is no longer a matter of 
positioning a fixed set of activities along a value chain. Increasingly, successful companies do 
not just add value, they reinvent it. Their focus of strategic analysis is not the company or even 
the industry but the value-creating system itself, within which different economic actors--
suppliers, business partners, allies, customers--work together to co-produce value. Their key 
strategic task is the reconfiguration of roles and relationships among this constellation of actors 
in order to mobilise the creation of value in new forms and by new players. And their underlying 
strategic goal is to create an ever-improving fit between competencies and customers.” A 
difference to business ecosystems is provided by a reference to the role of communication 
technologies (Mariotti 2002). However, within OSS the value network might represent largely 
the same as the business ecosystem because in OSS consumers are able to modify the code (if 
no dual licensing or other restriction is hindering this) and thus to contribute to the value 
created. 

Helander and Rissanen (2005: 843) focus on the co-creation of value in OSS value networks, 
thus highlighting an aspect of OSS ecosystems that is important especially for businesses and 
that relates closely to the building blocks of the business model canvas discussed in the 
previous section. The authors define ‘value-creating networks’ “... as entities consisted of 
several directly or indirectly connected individual or organisational actors that transform and 
transfer different kinds of resources in order to create value not only for the network’s end 
customer but also to themselves. (...) We include to the concept of value-creating networks 
three interrelated elements that are perceived end customer value, core competencies and 
business relationships.”  

Each actor within the value network performs those tasks in which he has specific expertise, 
and together all partners create added value that finally benefits the end user. As laid out 
already, there is a number of diverse actors that can form an OSS value network (Figure 4), 
starting from OSS projects and developer communities and ending with various end users, and 
intermediaries in between. Each actor is assumed to pursue common as well as particular 
interests. 
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Figure 4: Example of an OSS value chain and value n etwork actors 

Source: (Helander and Rissanen 2005: 846) 

What is decisive for successful partnering in ecosystems as well as the network of value 
creators is that companies as well as OSS community members with no personal interest in 
commercial outcomes must be capable to integrate in these structures and to reconfigure them 
so that their offerings and demands are accepted by the other members of these organizations. 
“The new logic of value, and the dialogue between competencies and customers that it creates, 
presents every company with a stark choice: either re-configure its business system to take 
advantage of these trends or be reconfigured by more dynamic competitors. (Normann and 
Ramirez 1993).” 

The success of a company’s business model depends on this ability to reconfigure overcome 
structures in both, the own business model (which has to be adapted / modified when the 
environment changes) and in the business ecosystem that is entered and that until then worked 
without the company that enters. This means primarily to find the right key partners and key 
resources and to define the key activities in the value proposition production area of the 
business model. On the other hand, these factors must be aligned with the identification of 
relevant customer segments and establishing efficient channels and relationships to them in the 
sales and distributions area of the business model. As laid out in section 2, in particular 
channels and customer relations provide links between the value proposition production area 
and the distribution and sales area, e.g. by channels owned by partners in the production area. 
Moreover, the values, principles and rules in the business ecosystem must be known, at large, 
and should fit to the company’s culture. The degree of experience with and knowledge of OSS 
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systems and developer communities may be a strong factor for the successful integration of a 
company in this ecosystem.  

The capacity of a company to situate itself in the OSS business ecosystem and to configure 
relations to other actors in the ecosystem according to the requirements of the business model 
depends on a number of factors: 

• Familiarity with OSS in general and with the specific values, principles and culture of 
OSS communities (Crowston et al. 2010).  

o This refers mainly to the openness, transparency and cooperativeness that is 
emphasized within OSS communities. Sharing ideas and knowledge are 
cornerstones of the OSS culture. These principles and values may challenge 
traditional business cultures that are characterized by a rather secretive attitude 
(Brooks 2013).  

o In addition, a company has to know and to acknowledge the constitution, 
organization and governance within an OSS community. Despite the open and 
collaborative spirit of the communities, they are often managed by dictatorship-
like committees of only few OSS development leaders (Mascord 2008). The fact 
that the term “BDFL” – benevolent dictator for life – has been coined within OSS 
developer communities illustrates this circumstance unambiguously. Again, this 
might challenge a company that enters this environment and is used to making 
and putting through its own decisions.  

o Finally, a new entrant should know key OSS systems and the way how OSS is 
created. Otherwise, the learning curve might be steep and the company that has 
entered the ecosystem has to stay out of the discussions and decision-making 
for quite a while. This could delay activities and schedules within the firm, e.g. the 
market entry that was scheduled based on the expectation that certain OSS 
components can be fast and easily implemented in the company’s own systems 
under the wrong assumption that the community provides immediate support. 
This point is related to the in-house OSS capacities and skills of the company 
that joins an OSS business ecosystem. 

• Familiarity with legal issues 
o This refers to IPR and license issues that may be aligned with OSS: Given the 

huge number of OSS licenses, a good overview of the opportunities and barriers 
established by them may bear an option for a company to gain a competitive 
advantage over other companies or at least to avoid legal problems. 

• Awareness of the purpose OSS shall play for the firm's business model.  
o If the company that enters the ecosystem needs only OSS components from that 

community that are easily available and to be used under a suitable license for 
the company, the need to engage in the community is less pronounced than in a 
case of a company that heavily relies on complex OSS systems.  

• Knowledge of the type and state of OSS the community around which the ecosystem 
has evolved 
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o As Palmer (2012) points out, OSS communities can roughly be allocated to three 
types: OSS ecosystems that are started and operated by a small number of 
individuals, foundation managed OSS ecosystems that are operated by a 
collection of significant industry players each of whom has a business model in 
the ecosystem, and vendor dominated OSS ecosystems that are controlled and 
mostly contributed by a single vendor who dominates the ecosystem. Each of 
these types provides specific opportunities and barriers towards a company that 
joins the ecosystem. The first type might be easier to handle for a new entrant 
but may on the other hand be less open towards commercial interests, the 
second type might be open towards other commercial players that want to enter 
the ecosystem but may have established close ties between some key members 
that work as a barrier towards new entrants, and the third type may be 
advantageous if the interests of the company that wants to join the ecosystem 
match the interests of the dominant player but disadvantageous if such a match 
is not given. 

o For the sustainability of the business model it is essential that the business 
ecosystem and the OSS community at its core is large and vivid enough.  

o If the community is expected by the company to comply with certain quality or 
process standards, the company should make sure that the community is aware 
of and acknowledges commercial interests of other actors in the community. 
Glott et al. (2010) found that in some communities, particularly in small ones that 
are driven by volunteers, the capacities to spend resources and effort on quality 
assurance that meets the demands of business are rather limited. 

• Awareness of the position the company wants to assume within the OSS ecosystem 
o A company should know whether it needs to assume a role in the center of the 

ecosystem or a position at its periphery would suffice to get its needs met by 
other actors within the ecosystem. Given the meritocratic culture of OSS 
communities, a central role usually requires strong engagement, either by 
developing code or sponsoring events and the like, whereas a peripheral position 
usually does not require such engagement. 

o If there is close collaboration between the firm and parts of the community that 
yields the community a good reputation within the ecosystem it is probably easier 
for the company to tap the ecosystem’s resources, which might be an important 
aspect of creating key partnerships for the company’s business model within the 
ecosystem or to hire experts out of it 

• Overall features of the community at the core of an OSS ecosystem that influence OSS 
communities’ capacities to respond to business demands are thus 

o Size 
o Scope (geographical) 
o Expertise (number of skilled developers and ‘project managers’)  
o Degree of institutionalization 
o Liveliness 
o Willingness to support businesses 
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o Existing ties to firms 

The key means to achieve this integration and to secure that partnering within an OSS business 
ecosystem yields more benefits than disadvantages is an appropriate OSS business strategy. 
This aspect will be discussed in the following section. 
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4 OSS Business Strategies 
In his “Theory of the Business”, Drucker (1994) explains that every organization has a theory of 
the business, consisting of “... assumptions that shape the organization’s behaviour, dictate its 
decisions about what to do and what not to do, and define what the organization considers 
meaningful results.” The value creation strategy of a firm and the internal and external 
processes and relationships it organizes and it is involved in are, by nature, to a considerable 
degree reflected in its business model (Ho et al. 2011). Osterwalder and Pigneur (2010) even 
conceptualize the business model as the link between business strategy and business 
processes. This implies that similar business models can pursue different strategies and actuate 
different strategic resources in order to achieve revenues.  

The business strategy describes the approach of a business to successfully compete with other 
businesses in a given market. Referring to the business model canvas, the business strategy 
determines how the different business model areas and the interactions and processes between 
the different actors that make the business model work are composed and designed. This 
includes cooperation and competition within the business ecosystem. The key goal of a 
business strategy is to outperform competitors. As Porter (1996) points out, “a company can 
outperform rivals only if it can establish a difference that it can preserve. It must deliver greater 
value to customers or create comparable value at lower cost, or do both.”  

In the case of OSS-related business models, OSS may provide – to varying degrees - a means 
to create this competitive advantage, for instance through its inexpensiveness, modifiability and 
availability. The extent to which OSS makes such a difference if it is involved in a business 
model is, by and large, depending on the purpose and the way it is used. Thus, another point 
that must be taken into account when the role of OSS for the economic opportunities and 
performance of a firm is considered is the firm’s strategy and processes and what role OSS 
plays in them.  

Based on these considerations, we propose to distinguish between following types of OSS 
business strategies, which are not necessarily mutually exclusive: 

• OSS integration 
o This strategy requires sharing and co-creation of OSS with other actors, namely 

an OSS community including other businesses that are part of the ecosystem. 
Collaboration means a give and take to the benefit of all involved parties. For 
instance, the company might use existing open source software or components 
that have been developed by the community, and “repay” in terms of bug reports, 
bug fixes, patches, sponsoring events etc.. An example of such a strategy is 
provided by HP, which has released some OSS code and sponsors a number of 
OSS events. 

• OSS initiative 
o This strategy requires to initiate an OSS project and to establish a community 

and business ecosystem around it. It is particularly applicable if a company owns 
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software that can be released under an OSS license in order to attract more 
developers to contribute or to broaden the use base / number of application 
domains. An example is provided by IBM, which has released the eclipse tools 
under an OSS license and thus initiated a large and vivid community from which 
a number of other OSS projects and companies benefit. 

o Control can be left to community (in this case it would be a hybrid strategy, 
combined with OSS Integration) or exercised by the company (in which case it 
would be a hybrid strategy combined with OSS takeover (see below) or OSS 
acquisition (see below)). 

•  OSS takeover 
o This strategy means to take over an existing project / community and to control 

and steer the development. This strategy might be reasonable if the developed 
software is of strategic importance for the company’s value propositions. An 
example (though of a failure) is Oracle’s takeover of the OpenOffice community 
that was aligned with the takeover of Sun. 

• OSS fork 
o This strategy means to create an own independent version of the software that is 

available from an OSS project or community. It appears recommendable if the 
software does not fully meet the requirements of the company or its clients or if 
the project is inactive and not further supported by a developer community. 

o Forking leaves the community in control (otherwise it would be an OSS takeover) 
o An example is provided by OpenPBX, which s a fork of Asterisk that has 

happened because the European part of the ecosystem felt left alone by the 
Northern American company Digium that dominates the Asterisk community but 
targets the Northern American market 

• OSS acquisition 
o This strategy implies trying to benefit from existing OSS code and community 

support without paying back to the community (e.g. in form of patches, 
sponsoring and the like). This strategy might be useful to choose if OSS is only 
needed as part of the infrastructure the company needs to produce its goods or 
services, or when OSS shall be embedded in hardware devices but is not 
providing a critical feature of these components (e.g. when competition is about 
design or brand but not about software functionalities). Given the download 
figures and the comparably lower numbers of commercial actors in many OSS 
communities, it must be assumed that this strategy is widespread. 

• OSS release 
o This strategy implies that an enterprise releases own software as OSS but does 

not care about whether or not a community evolves around it or an existing 
community makes use of it or develops it further. This strategy might be 
motivated by a general positive attitude within the enterprise towards OSS and in 
cases where software is not critical for the goods and services it produces, e.g. a 
hardware manufacturer that develops some software (e.g. drivers) for its goods 
but does not rely on the uniqueness or innovativeness of this software. Another 
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motivation might be the hope that if a community evolves the scope of the goods 
produced by the company may increase. Finally, OSS release may be motivated 
by the wish that similar organizations can make use of the software. For 
instance, a public sector institution may own software that was written in 
proprietary code but, since the institution owns the software, can be released 
under an OSS license in order to make it available to other public sector bodies, 
who can modify it in order to adapt it to their specific needs. Examples of such 
cases are provided by the Open Source Observatory and Repository (OSOR) of 
the European Commission (www.osor.eu).  

• OSS services 
o This strategy implies no or only minor OSS development activities and focuses 

on providing advice to consultants on what OSS to use, how to implement and 
adapt it, and maintenance services. 

o This strategy does not necessarily require active involvement in an OSS 
community though such involvement provides the advantage of keeping pace 
with newest developments within the community and maybe even to help 
determining the directions in which the community and software develops. The 
latter bears the opportunity to feed demands of the firm’s customers back to the 
community and to secure that new releases of the software meet such demands. 

As mentioned above, these types of OSS business strategies are not mutually exclusive. For 
instance, ‘OSS Services’ can be included in virtually all other OSS business strategies. The 
‘OSS Initiative’ strategy is usually aligned with ‘OSS Integration’, with the specific that a key role 
in the community and control over its development are implicit objectives (‘OSS integration’ 
does not per se include the objective of playing a key role in the community). Hence, hybrid 
OSS business strategies are presumably more widespread than the pure pursuit of one OSS 
business strategy by a company. Regarding the use cases within the RISCOSS consortium, a 
tentative and preliminary allocation to OSS business strategies3 shows the following picture:  

• CENATIC seems to primarily follow the “OSS Services” strategy 
• OW2 seems to follow a mix of “OSS Integration” and “OSS services” 
• TEI seems to follow primarily the “OSS Acquisition” strategy, combined with elements of 

“OSS Integration” where issues like open standards and open systems are important. 
• UPC (Moodbile) and XWiki seem to follow the “OSS Initiative” strategy 

The preconditions and requirements of these types of OSS business strategies from the 
company and its business model are very diverse and will in many cases feature company 
specifics, but key characteristics of each type can be specified, as laid out in the following 
section (4.1).  

                                                
3 Given that detailed insights in the business operations of the use cases will be provided only in the 
coming stages of the project, namely in the detailed business model, ecosystem and business strategy 
analyses (see section 6), the allocation of OSS business strategies to the RISCOSS use cases has to 
remain rough and preliminary at this point in time. 
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4.1 OSS Integration 
The core capabilities demanded by this strategy are very strong OSS and community 
capabilities, i.e. deep knowledge of OSS and OSS communities, strong communication and 
management skills. Moreover, it requires an open partner network in which the notion of OSS 
communities is very important and where all business partners must be “OSS compatible”. The 
customer relationship is characterized by very close and stable relations that can be flexibly 
extended or limited for the purposes of co-creation. The target customer can potentially be 
everyone, individual or corporate. Costs can be saved through community support, and 
revenues can be increased through the community as well, as it can serve as multiplier. 

4.2 OSS Initiative 
Like OSS Integration, very strong OSS and community capabilities are required core capabilities 
and an open partner network based on a vivid OSS community is decisive. Capacities to handle 
the community increase considerably if the OSS initiative is combined with the aim to control 
and steer the project and its community. The customer relationship is characterized by very 
close and stable relations that can be flexibly extended or limited for the purposes of co-
creation. The target customer can potentially be everyone, individual or corporate. Costs can be 
saved through community support, and revenues can be increased through the community as 
well, as it can serve as multiplier. 

4.3 OSS Takeover 
The requirements of this OSS business strategy from a company are similar the two previous 
OSS business strategies. However, the demand for community building and management 
capabilities is probably a bit higher than in OSS Integration and OSS initiative because taking 
over an existing community and assuming control over the project development may cause 
conflicts in the early phase that must be calmed in subsequent phases. It is not unlikely that a 
takeover results in a fork if a significant part of the original community does not agree with this 
change. This has actually happened when Oracle took over the Open Office community. As a 
reaction, core developers of this community have established the Libre Office community, which 
continued working with the Open Office source code.  

4.4 OSS Fork 
The required core capabilities are strong software integration capabilities and maybe strong 
legal skills (in case of license issues), but since the benefits from a community shall be kept the 
company should also have capacities in community building and management, especially if the 
forking results from or leads to a conflict within the original OSS community. The partner 
network of the company may remain largely unaffected, though OSS activists within the 
community may have to change. Community support may decrease right in and after the 
process of forking but successful community building and management should be able to 
reconstitute the same or even a higher level of community support than in the original 
community. The customer relations should remain rather unaffected, though customers highly 
dedicated to the original version may disappear. The specification of the target customer is not 
depending on this strategy, though if the demand for the fork version was driven by customers’ 
needs it is likely that experienced users and co-developers provide an important target group of 
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the company. If the original version of the software has caused a lot of potentially unnecessary 
work, e.g. adaptations of the software to client needs that were not supported in the trunk 
version of the software by the original community, cost can be saved through a better tailoring of 
the fork version. The established revenue streams should remain largely unaffected, and once 
the community is re-established and large enough the fork community can serve as multiplier. 

4.5 OSS Acquisition 
Core capabilities required by this strategy are strong software integration capabilities and strong 
legal skills in order to identify, test and evaluate OSS code and to avoid license infringements. 
Community skills are not at all required as this strategy aims at benefiting from the software 
without any interaction with the community. The partner network remains unaffected if the open 
source software or components do not demand significant changes from their business models. 
For the same reasons the relationships to customers should remain unaffected. The value 
proposition is not necessarily affected, as OSS using makes sense only if the company sells 
already OSS products or services or if the used OSS components play a rather marginal role for 
the company’s value propositions. Target customers can either be clients that are used to and 
familiar with OSS or persons / companies for which it does not play a role whether or not the 
software or service received from the OSS-using company is OSS. Costs can be reduced 
through replacing proprietary software through the acquired OSS, possibly also search, 
development and testing time can be saved through externalizing a part of these tasks to the 
OSS community. However, as laid out above, such a passive behavior usually goes along with 
a peripheral position within the ecosystem, so that a company that follows this strategy would 
have only limited means to initiate testing activities within the community.  

4.6 OSS Release 
An organization that wants to release software as OSS does not have to command over any 
OSS skills, neither related to software development nor to OSS communities. The only 
precondition for releasing OSS is that the organization owns software and has the right to 
release it under an OSS license. Though knowledge of OSS licenses would probably provide 
advantages, it can decide to release the software under any OSS license it heard of or that it 
selects for whatever reason. There is no partner needed to realize this strategy, the software 
can simply uploaded to organization’s own website. However, if the organization expects that 
other organizations or an OSS community take up the software, partnering with other 
organizations, associations and/or any OSS forge appears sensible. However, this partnership 
may be limited to pure information of the release and the opportunity to download and use it, 
there is no need for any further distribution activities, like the establishment of customer 
relationships or of communication, distribution and sales channels. Costs and revenues related 
to OSS are neglected in this strategy. 

4.7 OSS Services 
This strategy requires very strong OSS capabilities related to the software, its functionalities and 
limitations, and application fields. OSS development skills are also necessary when 
maintenance services are offered to customers or when the company has to modify the source 
code in order to provide tailor-made solutions to customers. However, a pure consultancy has 
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also the option to outsource the core software development tasks to a partner. Nevertheless, 
outsourcing of these tasks would still require knowledge of the software in order to be able to 
provide high quality advice to customers. Given these requirements, it is obvious that 
knowledge of and involvement in OSS communities bears the advantage to keep pace with the 
state and direction of software development, which requires some communication and, if the 
company wants to play a role in the leadership of the community, management skills. Hence, 
this strategy requires a solid partner network for the production of the value proposition and also 
an effective infrastructure for distribution and sales. The target customer can potentially be 
everyone, individual or corporate. Costs can be saved through community support, and 
revenues can be increased through the community as well, as it can serve as multiplier and help 
enlarging the number of clients. 

4.8 Typical Risks of the OSS Business Strategies 
While section 5 deals with OSS-related risks that may emerge at any point within the business 
model of an organization, this section considers the specific risks that are associated with each 
of the OSS business strategies. The kind and potential impact of OSS business risks for a 
company depends to a high degree on the OSS business strategy a company pursues. For 
instance, the OSS Integration strategy exposes the company to a high degree to the specifics of 
OSS communities, including culture, governance, and additional managerial tasks (e.g. 
community management or the delegation of developing capacities to community tasks that do 
not fall in the core area of the company) or organizational tasks (e.g. the organization and / or 
sponsoring of events). Such an extent of involvement in OSS is aligned with a higher probability 
to be affected by problems that evolve within the business ecosystem, e.g. the delay of a 
software release or the release of software with lots of functional flaws that affect directly the 
business model of a company that relies on the software. One could argue that this risk is 
typical everywhere in business, but the OSS-specific feature is that, when a company follows 
the OSS Integration strategy, such problems may originate from ends that are completely out of 
reach for the management and staff of the company.  

In contrast, a company that pursues a rather passive OSS acquisition strategy does not equally 
rely on the dynamics and development of an OSS ecosystem. However, in this case the 
company has to spend quite some effort on monitoring OSS communities and on identifying and 
evaluating suitable code. Given the peripheral involvement in the OSS ecosystem, the likelihood 
increases that important developments or new opportunities are missed because the company 
lacks an overview of the details of some developments. 

Starting an OSS initiative appears advantageous if software that is not critical for the value 
proposition of a company can be released under an OSS license and thus trigger additional 
effort of developers outside the company, resulting in a significant reduction of workload of the 
company’s developers. However, the downside of this strategy is that once an ecosystem has 
evolved around the software that was released as OSS it might be difficult or even impossible 
for the company that released the code to maintain control over the direction in which this 
ecosystem and the software develops. Even though the released software might not be critical 
for the company’s business model, the abandonment of one or more functionalities the 
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company was used to or the change of the focus on functionalities the company does not need 
at all may result in a significant loss of convenience. At the end of such a process it might be 
necessary for the company that has initiated the OSS ecosystem to spend more time again on 
in-house software development or to even replace traditional partners that follow the new 
roadmap of the ecosystem by new ones. 

Taking over an OSS ecosystem provides the advantage to gain control over the direction in 
which the ecosystem and the software it creates evolve. However, as laid out above, this 
strategy is aligned with a high risk of conflicts between different actors in the business 
ecosystem, which may result in a loss of expertise and relations. Moreover, like any other of the 
OSS business strategies that imply responsibility for community management, a company that 
follows this strategy should make sure that it has the capacities to perform these additional 
tasks, as otherwise the advantage of gaining control over the ecosystem may be outplayed by 
the disadvantage of increased costs. 

OSS release bears virtually only one risk, which is uncertainty about IPR. If the organization that 
wants to release the software as OSS mistakenly assumes that it actually owns the software, 
releasing it under an OSS license can result in a license infringement. Another IPR-related issue 
that may occur in this strategy is aligned with the choice of the most adequate OSS license for 
the purposes the company pursues by releasing the software. Choosing an inappropriate OSS 
license may limit the scope to which the software will be taken up by others. 

The OSS services strategy provides the advantage that resources needed (e.g. by software 
houses) to develop software can be reduced to a minimum while still software and related 
services can be distributed to customers. The key risk associated with this strategy is the 
emergence of a de-coupling of software development (e.g. in the community) and service 
offerings of the company. For instance, if the needs of the company’s target groups develop in a 
different direction than the OSS community that produces the software, the company might lose 
its ability to provide its customers with desired functionalities, which may result in decreasing 
sales. 
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5 OSS Business Risks 

5.1 Business Risks and OSS-specific Business Risks 
ISO 31000 defines risk in general as the effect of uncertainty on objectives. In general, business 
risks can be allocated to three types of risks: Risks to the company’s strategy and plan, risks 
from externalities (e.g. developments in the financial sector, force majeure), and “soft issues” 
like capability and succession issues (Merrill, 2012: 62). Shah and Sykes (2012: 35) consider 
risks in more detail and allocate typical business risks to four groups: 

• Strategic risks include  
o Demand shortfall 
o Customer retention 
o Integration Problems 
o Pricing Pressure 
o Regulation 
o R&D 
o Industry or sector downturn 
o Partner issues 

• Operational risks include 
o Cost overrun 
o Operating controls 
o Poor capacity management 
o Supply chain issues 
o Employee issues 
o Fraud4 
o Bribery and corruption 
o Regulation 
o Commodity prices 

• Financial risks include 
o Debt and interest rates 
o Poor financial management 
o Asset losses 
o Goodwill and amortization 
o Accounting problems 

• Hazard risks include 
o Macroeconomic issues 
o Political issues 
o Legal issues 
o Terrorism 
o Natural disasters 

                                                
4 Shah and Sykes (2012) include fraud in employee issues. However, since fraud is not limited to 
employees and can also emerge on the suppliers side as well as on the customers’ side, we prefer to 
make this an extra item. 
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Carr et al. (1193: 7) point to the problem that risks can be differentiated into known, unknown 
and unknowable risks: Many risks are known to the people because of their experience and 
expertise. Unknown risks are risks that in principle would be known if the people dealing with it 
had the right information to recognize it. Unknowable risks can, under no circumstance, be 
identified and escape any attempt to be mitigated through risk management. Typical business 
risks are technological issues, unexpected or underestimated competition and unforeseen legal 
issues, which may negatively affect revenues, costs or work effort (Messerschmidt and 
Szyperski 2004). In the software industry, specific risks relate, for instance, to uncertainties 
about development time and the degree of specialization of the software, the latter possibly 
resulting in high expenditures on R&D (Rao and Klein 1994).  

Applying the general risk definition of ISO 31000 to our generic concept of a business model, 
we define business risks as any risk that has the potential to significantly affect a company’s, 
business unit's or partner’s ability to perform successfully the tasks allocated to within the 
different areas of the business model canvas. Since RISCOSS aims at OSS-related business 
risks, this working definition can be refined as follows: 

An OSS business risk is any risk resulting from the direct or indirect 
involvement of OSS within the business model of a company that has 
the potential to significantly affect the company’s, business unit's or 
partner’s ability to perform successfully the tasks allocated to it within 
different areas of the business model canvas. 

This definition implies that each of the strategic, operational, financial and hazard risks identified 
by Shah and Sykes (2012) can be caused by OSS, provided that OSS plays a role in the 
respective area of the business model where these risks may emerge. However, each (new) 
technology or invention in general creates specific risks, like the inventions in molecular biology 
challenge the traditional approach to and societal impact of issuing patents (e.g. when patents 
of life-forms are claimed). As laid out in section 4, OSS-specific risks relate primarily to the way 
it is produced and to the culture of OSS. 

However, particular research on business risks and especially on OSS-specific business model 
risks is scarce. When OSS is mentioned as a strategic means for business models, the authors 
usually refer to the strategic opportunities of OSS over proprietary software, such as cost-
savings through avoidance of software license fees or cost sharing, better control over IT 
operations, higher adaptability of the software to specific needs, or resetting the competition 
(e.g. Ghosh 1998, 2006; Raymond 2000a, 2000b; Stallman (in Gay 2002), Murphy 2009). To 
our knowledge, there are only two works that explicitly deal with particular business risks of 
OSS. Helmreich & Riehle (2012) identify following OSS-specific business risks: non-governed 
use of OSS, non-governed contributions to OSS, lawsuits based on OSS issues, and the 
obligation to reveal (formerly closed) source code patent infringements. Evidently, the authors 
largely focus on risks deriving from IPR issues associated with OSS. Even their first two points 
are discussed under this perspective. 

The other work is provided by Chang et al. (2008). Based on the assumption that there are 
specific OSS business models, Chang et al. (2008) argue that each OSS business model, like 
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all business models, bears advantages and disadvantages. Even though we have opted against 
the underlying assumption of specific OSS business models it appears worthwhile to examine 
what typical risks appear when business models are considered that involve at some place 
OSS. Chang et al. (2008) allocated typical OSS business risks to their four types of OSS 
business models (see section 2) and have found following examples of typical OSS business 
risks:  

• Offering OSS products and services might not yield the expected revenues if customers 
feel that there is no need to pay for support since the source code can be inspected and 
a lot of information about it is freely available from the OSS community 

• Competitors may clone an entire support architecture and services from an existing one, 
such as Oracle Unbreakable Linux  

• License and other IPR issues, e.g. dual licensing may confuse customers or a complex 
OSS product may entail a large number of licenses that will be difficult to command 

• Third parties within the OSS ecosystem (e.g. developers or other companies) may 
influence the development cycle and direction 

These observations are largely in line with the list of preliminary key risks that have so far been 
identified by the RISCOSS use cases, though the list of these use case risks includes also 
additional risks that have not been included by Chang et al. This applies in particular to those 
ones referring to community management and the integration of OSS in products and services 
produced by the use cases, thus indicating that the scope of OSS business risks seems to be 
underestimated in extant literature: 

• Strategic risks 
o TEI demands11 

� to evaluate risks associated with problems of evaluating OSS software for 
use in system development; this includes following items 

� alignment to Product Management strategy for 3PP SW 
� alignment to open standards/relevant technological trends 
� legal constraints 
� trade compliance issues 
� security risks 
� economical evaluation 
� need for commercial support 
� intrinsic technical component evaluation (according to open 

standards like OpenBRR for OSS) 
� intrinsic OSS maturity 

� to analyze if and to what degree a certain OSS application is designed 
with respect to the requirements of a specific product, this includes 
specific risk handling of 

� OSS modifications in order to meet product requirements 
� avoid extensive modifications 
� modification costs 
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� understanding of OSS capabilities 
� evaluation of OSS software 
� acquiring OSS documentation 
� integrating the OSS documentation 

� a better monitoring and evaluation of OSS evolution cycles with respect to 
product release cycles in order to better assess how often system 
components may have to be replaced and the impact of such a change 
on the rest of the system 

� a sound analysis of the limitations of OSS components with regard to 
their appropriateness to certain classes of systems (e.g. critical systems), 
thereby taking into account context risks 

� a simplification of development models that explicitly take risk analysis 
into account in order to be better suitable for small organizations (as 
suppliers of OSS for Ericsson), which often tend to skipping essential 
software engineering processes, resulting in negative effects on the 
quality of the product. 

• Operational risks 
o CENATIC demands 

� the elaboration of a preliminary licenses report of each OSS application 
that is appropriate for usage in the public sctor 

� to ask software development partners for detailed information about the 
application 

� detailed insight in and control over OSS community building activities 
� means in order to counter to low software development activities due to 

the lack of a sufficiently large number of contributors to the community 
� means in order to avoid or counter a possible lack of community 

members (users as well as contributors)  
o TEI demands 

� methods to better check the reliability of OTS software and to verify its 
capabilities 

o XWiki demands 
� to evaluate risks associated with problems of evaluating OSS software for 

use in system development; this includes following items 
� alignment to Product Management strategy for 3PP SW 
� alignment to open standards/relevant technological trends 
� legal constraints 
� trade compliance issues 
� security risks 
� economical evaluation 
� need for commercial support 
� intrinsic technical component evaluation (according to open 

standards like OpenBRR for OSS) 
� intrinsic OSS maturity 
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� to analyze if and to what degree a certain OSS application is designed 
with respect to the requirements of a specific product, this includes 
specific risk handling of 

� OSS modifications in order to meet product requirements 
� avoid extensive modifications 
� modification costs 
� understanding of OSS capabilities 
� evaluation of OSS software 
� acquiring OSS documentation 
� integrating the OSS documentation 

� a better monitoring and evaluation of OSS evolution cycles with respect to 
product release cycles in order to better assess how often system 
components may have to be replaced and the impact of such a change 
on the rest of the system 

o Moodbile (UPC) demands 
� measures to better identify and handle incompatibilities between different 

versions of an OSS product in order to avoid alienation and a possible 
loss of customers 

o XWiki demands 
� to evade OSS components that are distributed under a dual license or 

open-core business model in order to avoid lock ins, a lack of 
quality/maintenance on the "open" part of the project, and additional cost 
for replacing the component in the case the open core or the relicensing 
become incompatible with the current project requirements. 

Though this list of identified OSS risks of the RISCOSS use cases is primarily at this stage of 
the project, some conclusions can be drawn. The first is that OSS is apparently primarily 
considered under strategic and operational aspects. Financial risks and hazard risks are not 
identified by any of the use cases.  

The second conclusion is that the use cases focus on different risk groups that reflect to a 
considerable degree the different OSS business strategies they pursue. CENATIC emphasizes 
operational aspects that primarily pertain to community building and functioning, which is critical 
for an organization that follows the “OSS Services” strategy and serves as intermediary 
between OSS communities as key partners in the production of the value proposition and 
customers for CENATIC’s value added services in the distribution and sales side of the 
business model. TEI emphasizes OSS risks particularly under strategic viewpoints because the 
company, though including elements of “OSS integration”, follows largely the “OSS Acquisition” 
strategy. Therefore it is crucial for the company to secure that OSS that may be useful for 
TEI/Ericsson’s products is supplied in high quality, complies with the standards required by TEI, 
and provides the functionalities needed by TEI. The rationale behind this is that operational 
costs and efforts at TEI can be reduced if in the forefront critical requirements are already met 
by the third party products. XWiki identifies largely the same risks as TEI, but given that XWiki 
follows the “OSS Initiative” strategy and produces OSS together with other actors in a 
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community, the same risks that were allocated to the strategic risks group in the case of TEI 
have to be allocated to the group of operational risks. Finally, Moodbile (UPC), like XWiki 
following largely the “OSS initiative” strategy, emphasizes compatibility problems, which are 
operational risks for the development of Moodbile as well as for the OSS services they provide 
to their other customers. 

The third conclusion is that, when the risks identified by the use cases are considered with 
regard to the business model canvas, these risks seem to focus on two business model areas 
only: the value proposition production area and the distribution and sales area. Furthermore, 
within the production area, most of the identified risks are related to key partners and key 
activities. These observations suggest that the role of OSS for the value proposition, costs and 
revenues in the business models of the use cases have to be examined particularly carefully in 
order to create a comprehensive picture of OSS business risks for each use case. 

5.2 Identifying and Mapping Business Risks 
Though risk assessment and mitigation are core tasks of T3.2 and D3.3, it is obvious that these 
topics are closely related to the tasks of D3.1. In particular, aspects of risk assessment and 
mitigation methods provide an important input to the creation of a draft risk assessment matrix, 
which is illustrated in section 5.3. Therefore we include in this deliverable a brief and preliminary 
outlook to such approaches.  

Approaches to identify, evaluate, prioritize and map business risks usually work with a more 
fine-grained list of concrete risks than the overall categorizations discussed in section 5.1. For 
instance, business risks can be identified with tools like the Arthur Andersen Business Risk 
Model5. This approach includes a risk assessment survey like the one that was carried out by 
WP5 in order to identify a preliminary set of risks within the business models of the RISCOSS 
use cases, and a ‘risk map’ as key tools. The purpose of the risk assessment survey is to 
identify and measure the significance and likelihood of business risks that occur within a 
function or specific process, whereas the purpose of the risk map id to visualize risks in relation 
to each other, gauge their extent, and plan what type of controls should be implemented to 
mitigate the risks. It should be noted that the Business Risk Survey is not a generic instrument; 
it has to be adapted to the specific risks of the company using it, which may provide a 
shortcoming of this method. 

The advantage of the risk map is that it helps to localize and prioritize risks by allocating them to 
four quadrants: “Prevent at Source” risks, “Detect and Monitor” risks, “Monitor” risks, and “Low 
Control” risks. However, the risk map lacks a clear allocation of these risks to the place in the 
business model and business ecosystem where they occur. This would, to our understanding, 
help to better localize them within the various processes of the network of actors that are 
necessary for a company to operate its business model. Based on such an approach, it also 
appears easier to allocate responsibilities to these risks, which provides a precondition for the 
decision whether or not a certain risk can / should be externalized or managed internally. Thus, 

                                                
5 See www.auditnet.org/docs/risk1.doc  
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such a comprehensive approach would provide a better basis for the development of effective 
risk mitigation strategies. 

Shi and Manning (2009) provide such an approach. They argue that business risks can affect a 
business model in various ways at three different levels: The business model element level, the 
between-element relationship level, and the whole system level. The elementary risks relate to 
dangers and uncertainties for each of the components of a business model,6 relationship risks 
are understood as compatibility risks that indicate potential misfit between business model 
components; and system risks are dangers and uncertainties that affect the business model as 
a whole. The authors have developed a business model risk matrix (Table 1) that distinguishes 
risks at the level of the value chain / value net, risks that affect the firm’s share in the value of 
the market, and risks affecting the competitive sustainability of the firm. 

Table 1: Business Model Risk Matrix of Shi and Mann ing (2009) 

Level Value of Market  Firm Share  Competitive 
Sustainability  

Elementary Decreasing customer 
value due to 
• changing customer needs 

and wants 
• decreasing benefits of 

core offerings 
• decreasing value of 

complementary offerings 
• increasing competition in 

core offerings 

Decreasing values for 
supplier, complementor or 
competitor due to 
• increasing opportunity 

costs in the value net 

High operating costs  
due to 
• inefficient organizational 

model 
• high costs of supplies 
 
Weak profit regime due to   
• lack of competitive core 

technologies 
• lack of control over 

complementors or suppliers 
• lack of competition among 

complementors or suppliers 

Weak positive cash flows due 
to 
• weak revenue streams 
• high operating costs 
• low returns on investments 

Deteriorating value of firm 
resources due to 
• loss of rarity 
• competitive imitation 

Compatibility Organizational failure in 
delivering a system that 
• provides core offerings 
• attracts quality suppliers 
• attracts complementary 

offerings 
• maintains healthy 

competition to ensure 
customer values 

Lack of adequate 
resources for 
organizational model to 
realize designed benefits, 
such as  
• deficiency in key enabling 

resources and capabilities 
• inability to acquire, 

develop and keep key 

Failure of organizational 
model in 
• balancing between delivering 

innovation and delivering 
efficiency 

Failure of exchange model in  
• keeping complementors and 

suppliers under control 
• keeping competition under 

control 

Failure to resource model due 
to 
• deficiency in key enabling 

resources and capabilities 
• inability to acquire, develop 

and keep key enabling 

Incompatible exchange 
relations caused by 
increasing control of focal 
firm's resources by 
competitors, 
complementors, or 
suppliers  
 
Resources irrelevant to 
profit logic  
 
Firm resources are less 
effective in energizing the 
organizational model 
 
Changes in organizational 
models that are less 
capable of exploiting the full 
potential of the firm 

                                                
6 Shi and Manning distinguish only four such components, but their approach should be extendable and 
applicable to the Business Model Canvas of Osterwalder and Pigneur (2010) 



 D3.1 Draft Business Model Risks Requirements Report  
 
 

© RISCOSS Consortium  51 

enabling resources and 
capabilities 

resources and capabilities 

Failure to make adequate 
investments in enabling 
resources and organizational 
systems 

resources  

System Decreasing customer 
value due to increasing 
competition from other 
value nets  (e.g., alternative 
technology platforms)  
 
Collapse of value net 
induced by deteriorating 
value to certain economic 
actors 

Merger or dissolution of value 
net causing a reduction of the 
focal firm's profit 

Deteriorating resources 
based on which the entire 
value net thrives among 
alternatives 

 

While the general advantage of such a business risk matrix is evident, the problem of the matrix, 
as proposed by Shi and Manning (2009) is that it refers to the business model only at a very 
aggregate level. Hence, what is needed is an integration of generic and OSS-specific business 
risk assessment matrix that integrates business model components, the location and role of the 
company within its business ecosystem, the prioritization of OSS business risks depending on 
the OSS business strategy the company pursues, and the impact of the OSS business risk. A 
draft of such a matrix is provided in section 6. The critical points regarding the risk impact of 
OSS are  

1. In which business model area is OSS implemented and what purpose does it serve? 
2. Where is the company that operates the OSS-related business model located within the 

OSS business ecosystem that provides the commercial environment for its business 
model? 

The first question relates directly to the business model. Obviously, the impact OSS may have 
on revenues to be gained from the business model is much higher if OSS is implemented in the 
business model as part of the value proposition (e.g. when the fact that a software system is 
OSS is used for branding) or if OSS is a critical element of components supplied by third parties 
(i.e. in the production area of the business model’s value proposition) than if OSS is part of the 
communication infrastructure that is used for a part of the communication, distribution and sales 
channels to the customers. For instance, if one day it would turn out that OSS is highly insecure 
and vulnerable to all sorts of threats (see, for instance, the CRASH Special Report of 
Castsoftware)7, business models where the value proposition is relying on a good reputation of 
OSS will be affected strongly and sales may go down rapidly and permanently. In contrast, OSS 
as part of the channels infrastructure may be relatively easy to replace, or at least it can be 
assumed that the negative effects will not last for a long period of time. 

The second question goes beyond the concrete business model and refers to a company’s 
capacities to situate itself within the wider business ecosystem and to configure relations so that 
the business model works optimally. Companies that manage to situate themselves in a central 

                                                
7 See www.de.slideshare.net/castsoftware/crash-special-report-jee. The report was released in January 
2013 and deals in particular with risks Java open source frameworks pose to business. 
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position and to create relationships where partners rather rely on the company than the 
company on partners will find it easier to reduce or mitigate risks than companies that find 
themselves more at the periphery of the business ecosystem.  
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6 Methodology 
Based on the considerations laid out in the previous sections, cornerstones of the methodology 
for the ongoing work in WP3 can be determined.  

For the general method of WP3 a three-dimensional approach appears to be meaningful. The 
first dimension tackles the business model of a company dealing directly or indirectly with OSS. 
This part of the analysis implies to locate every position in the business model areas and their 
building blocks where OSS plays a role and to assess their criticality for and impact on the 
business model. The results of the analysis in this dimension allow for assessing the degree to 
which the business model depends on OSS, the identification of processes, costs and revenues 
that result from OSS within the business model. This provides a first overview of where OSS-
related business risks can occur and what elements and processes within the business model 
may be affected by them. 

The second dimension tackles the ecosystem of the company that operates the business 
model. This part of the analysis allows estimating where the company is located within its 
environment and what relations it has to other actors in the ecosystem. The results of the 
analysis allow identifying possible risks that lie outside the business model of the company and 
gives an overview of resources that may be tapped for mitigating OSS-related business risks 
but not yet available within the business model. 

The third dimension tackles the OSS business strategy of the company. A major task is to make 
this strategy explicit. Once this is done, the risks identified in the first and second dimension of 
the analysis can be assessed with regard to their impact and criticality for the company’s 
business model. This is a precondition for weighing and prioritizing risks and for the 
development of an effective risk mitigation strategy. Figure 5 illustrates this three-dimensional 
approach. 
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Figure 5: Methodological Approach of WP3 

 

The analysis will be carried out in form of case studies and in collaboration with WP5, which 
provides detailed information about the OSS that is used, the purposes it is used for and the 
processes in which it is employed. The case studies will be performed with semi-standardized 
interviews that will be conducted with a representative of the management of the companies 
selected for case studies. These interviews will be carried out by phone and maybe 
complemented by additional written surveys (by email). The use cases within the RISCOSS 
consortium will allow for face-to-face interviews with more than one representative of the 
management when this deems useful. 

The business model analysis will be conducted along the building blocks of the business model 
canvas. Questions to be clarified are thus8 

                                                
8 The interviews will also include generic questions in order to describe the business model in general. 
This part of the research instrument will largely follow the questions suggested by Osterwalder & Pigneur 
(2010). In order to keep the focus on the purpose of the RISCOSS project we abstain from including 
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1. What role does OSS play (what OSS is used, for which purpose, by whom?)… 
a. for the key partners that supply goods or services in order to produce the value 

proposition of the firm? 
b. in the key activities that must be performed in order to produce the value 

proposition? 
c. as a key resource for the creation of the value proposition? 
d. for the value proposition? 
e. in the customer relationships? 
f. in the communication, distribution and sales channels? 
g. for customers / different customer segments? 
h. for costs (and savings) aligned with the operation of the business model? 
i. for revenue streams 

2. Regarding the processes in and between the different building blocks of the business 
model… 

a. Who is responsible? 
b. How are their outcomes and quality monitored and measured? 
c. To what degree is OSS expertise needed in order to manage and evaluate 

them? 
3. What risks has the company already identified that are related to the usage of OSS 

within the business system? 
4. How strong was the impact of these risks? 
5. What mitigation strategies regarding these risks do exist? 

The ecosystem analysis will focus on following questions: 

1. How is the ecosystem described by the company? 
a. Size 
b. Structure (project communities, commercial players, individual developers, …) 

i. Loosely aligned community 
a) Role of company in the community 
b) Assessment of development of community and software in the 

past (perceived risks and their impact) 
ii. Foundation-managed community 

a) Company member of foundation management? 
b) Relation of company to foundation management 
c) Assessment of development of community and software in the 

past (perceived risks and their impact) 
iii. Vendor-dominated community 

a) Company is dominating vendor? 

                                                                                                                                                       
these questions in this document. It should be noted that the list of questions in this document does not 
represent the actual research instrument for the case studies but only an overview of the topics the case 
studies will focus on. Some topics in the three subject areas (business model, ecosystem, OSS business 
strategy) may appear redundant, but this is due to the fact that the same topic will have to be considered 
within different contexts and under the different perspectives of these analyses.  
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b) If company is not dominating vendor: relationship to dominating 
vendor 

c) Assessment of development of community and software in the 
past (perceived risks and their impact) 

c. Governance 
d. Activities (conferences, fairs, sprints and the like) 
e. Collaboration structure 

i. Collaboration in context of the company’s business model 
ii. Collaboration outside context of company’s business model 
iii. Collaboration activities 

2. How is the company involved in the ecosystem? 
a. Managerial tasks, such as community management 
b. Technical committees / bodies and the like 
c. Non-technical / non managerial committees / bodies 

3. Resources and capacities received from ecosystem 
4. Assessment of own position in the ecosystem 
5. Dependencies 

a. Dependence of the company on other actors 
b. Dependence of other actors on company 

6. Perceived pros and cons of the ecosystem  
7. Conflicts in the ecosystem 
8. Demand for changes (wishlist) 
9. Assessment of chances to realize / put through wishes from wishlist 

a. Enablers / supporters 
b. Barriers / opponents 

10. Perceived / experienced effects of ecosystem on company’s performance 
a. Positive effects 
b. Negative effects 

11. Perceived / experienced risks deriving from ecosystem 
12. Impact of these risks on business operations / performance 
13. Mitigation strategies concerning ecosystem risks 

The OSS business strategy analysis will examine following aspects: 

1. OSS offerings to customers (software / services) 
2. Indirect use of OSS (e.g. on infrastructure) 
3. Importance of OSS for company’s goods and services 
4. Characterization of own company (multiple response) 

a. OSS developer 
b. OSS integrator9 

                                                
9 Since many companies develop their own software and integrate OSS produced by third parties the 
characterization as “OSS developer” or “OSS integrator” should be based on an estimate which of the two 
activities has a higher share. 
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c. OSS developer/integrator (balance of development of own OSS and integration 
of third parties’ OSS) 

d. OSS consultancy services provider 
e. Self-assessment as part of OSS community / not part of OSS community 

5. OSS skills profile of company 
a. Percentage of staff familiar with OSS 
b. Percentage of staff regularly dealing with OSS 

6. OSS goods / services profile 
a. Percentage of produced goods that are OSS 
b. Percentage of OSS implemented in own goods 
c. Percentage of services based on OSS 

7. OSS infrastructure profile (percentage of OSS implemented in firm’s infrastructure, 
maybe broken down in business canvas areas) 

8. Assessment of meaning of OSS for own business model (very important – not important 
at all or Likert scale) 

9. Type of OSS interaction (identification of OSS business strategy) 
a. Releasing own software under OSS license 
b. Feeding back source code, patches, bug reports, bugfixes to community 
c. Engaging in testing and other QA activities within the community 
d. Organizing events 
e. Sponsoring events or other marketing activities for the community (e.g. blogs, 

whitepapers, advertising, provision of webspace etc.) 
f. Active role in community management, technical committees etc. 

i. leading role in community management? 
ii. engagement limited to specific areas (e.g. functionalities, components, 

standards)? 
g. Participation in events as speakers 
h. Participation in events (audience only) 
i. Downloading source code (only usage of OSS, no feedback or active 

participation) 
j. Did the community evolve around software that was released by the company? 

a) Reasons why company has released software (intended or 
unintended community evolution) 

b) If intended: Did company plan to keep control over community 
development and direction of software development? 

c) If control intended: Is this control actually exercised or lies control 
with another organization (who)? 

d) Assessment of development of community and software since its 
inception 

k. Has the current community emerged from another community through forking? 
i. Reasons for forking 
ii. Role of company in forking process 
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iii. Assessment of development of community and software since the forking 
(perceived risks and their impact) 

l. Has the community ever been taken over by your or another company? 
i. Reasons for the takeover 
ii. Role of company in the takeover process 
iii. Assessment of development of community and software in the past 

(perceived risks and their impact) 
m. How is OSS evaluated (testing) and possibly adapted to own needs? 

i. In-house, by own staff 
ii. In-house, by staff hired from community 
iii. In community 

a) by individual developers 
b) by a company belonging to the community – unpaid 
c) by a company belonging to the community – paid 
d) by a company outside the community 

n. Does your company hire experts from the community? 
i. Intensity (almost all staff – not at all) 
ii. Type 

a) Developers 
b) Managers 
c) Consultants  

iii. Purposes (allocated to business model areas) 
iv. Duration 

a) Temporary (e.g. for projects) 
b) Permanent  

v. Operating site 
a) In-house 
b) At customer’s site 
c) At partner’s site 

 

Based on a survey along the topics outlined above and the considerations discussed in section 
5.2, a draft OSS business risk assessment matrix has been developed (Figure 6). The matrix 
describes how identified strategic, operational, financial and hazard OSS-related business risks 
of a company are allocated to the business model areas (and components), the company’s 
business ecosystem, processes inside and outside the company that must be performed in 
order to operate the business model, and the OSS business strategy (in form of specific risks 
aligned with the OSS business strategy).  

Based on this allocation scheme of OSS business risks, the impact of each risk can be 
assessed. Possible key criteria for the risk assessment are  

• the importance of OSS for the overall business strategy 
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• the role OSS plays for the value proposition 
• the role OSS plays for customers 
• the contribution of OSS to costs 
• the effect of OSS on revenues,  
• the company’s ability to externalize the risk 
• the company’s ability to replace a partner causing the risk 
• the company’s ability to modify a process causing the risk 

Furthermore, the allocation of risks to business model areas, actors within the business 
ecosystem, and to processes allows for identifying who is (or can be made) responible for 
mitigating the risk. This is a necessary precondition to develop an effective risk management 
strategy. 

 

Figure 6: RISCOSS Draft OSS Business Risks Matrix 

In addition to the analysis of the RISCOSS use cases, WP3 will conduct a series of case studies 
in order to broaden the scope of the overall analysis and to secure that the findings that will feed 
into the RISCOSS platform will not suit only the specifics of the RISCOSS partners. To this end, 
10-15 companies in different sectors (software, consumer electronics, media,  car 
manufacturing/supply, medical instruments, machine building, financial services, 
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telecommunications, health care, financial services), and 3-5 commercial OSS communities, 
similar to OW2, XWiki or UPC/Moodbile. The companies selected for case studies will further 
more distinguish by size, i.e. at least half of them will be SMEs, the remainder will be large 
companies. Companies will be contacted either directly or through employers’ associations.   
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Conclusion 
In section 2 we have argued that OSS can play a role in all areas of any business model but 
have abandoned the idea of specific OSS business models. It appears more meaningful to 
develop an approach that allows to systematically analyzing where, in which way and to what 
degree OSS affects a business model in order to establish well-reasoned ground for the 
identification of OSS-related business risks and the evaluation of the impact of these risks. 
Section 3 has put the discussion of OSS-related business models in the wider context of OSS 
business ecosystems. The key conclusion here is that the success of a business model is to a 
considerable degree depending on where the company that operates the business model is 
located in the business ecosystem, what purposes the OSS provided by the business 
ecosystem plays in the company’s business model, and to what degree the company is able to 
reconfigure its business model and the relationships within the OSS business ecosystem when 
it enters this environment. To manage these challenges successfully requires an OSS business 
strategy that determines in which way and for what purpose a company deals with OSS. As 
section 4 has shown, there are seven different OSS business strategies – which may be 
combined - available to companies, each of which posing different requirements from the 
company to manage its operations in the ecosystem successfully. The key conclusion of this 
part of the discussion in this deliverable is that the kind and potential impact of OSS business 
risks depends to a high degree also on the OSS business strategy a company pursues. Section 
5 has provided a definition of OSS business risks that is related to the business model of a 
company and can be evaluated in the context of the OSS business model the company 
pursues. This provides a cornerstone for the future tasks of WP3, namely an approach to an 
OSS business risk assessment matrix that can be used as input to the RISCOSS platform. 

For the analysis of OSS as a means of value creation and a potential source of specific risks, 
these arguments imply that it is necessary to spot all places within a company’s business model 
where OSS contributes directly or indirectly to the creation of value or the functioning of the 
processes to operate the business model. In a second step it must be examined what risks may 
derive from OSS at these places and what impact these risks have. The potential impact of 
these risks can only be assessed after putting them in context of the business ecosystem the 
company operates within. Finally, risk assessment can only be concluded when also the 
underlying OSS business strategy of the company is considered, as this strategy largely 
determines the degree to which a company exposes itself to the specific risks of OSS.  

Binding these aspects together, the basement for the assessment of OSS-specific business 
risks is prepared. Based on this, risk mitigation strategies can be developed that are tailored to 
the specifics of a company’s business model, its surrounding business ecosystem, and its OSS 
business strategy.  

This draft framework for the analysis of OSS business risks requirements is at a too early stage 
in order to specify concrete OSS-related business risks for the use cases of the RISCOSS 
project or to define a comprehensive set of requirements from the RISCOSS platform. In order 
to do so would require deep insights in the use cases’ business ecosystems, a better 
understanding of their relations and processes inside and outside their organization, and a 
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detailed overview of the usage of OSS at different points within their business models. These 
tasks are currently done and these gaps will be filled gradually in the following phases of the 
project.  

Nevertheless, three requirements from the platform, all of them rather generic and non-technical 
and non-functional, can be formulated at this stage: 

1. The platform shall inform the user that the assessment of some important risks and 
strategies to mitigate them are depending on the OSS business strategy (as part of the 
company’s overall business strategy) the company follows 

2. The platform shall relate risks to the business model areas and building blocks of the 
company’s business model 

3. The RISCOSS platform shall be sensitive towards the position of the company in the 
business ecosystem 

The first requirement results from the circumstance that the impact of OSS-related business 
risks and thus the details of a mitigation strategy (e.g. weighing or prioritization of risks) depend 
on the OSS business strategy. Therefore, the user must be aware of which OSS business 
strategy applies. Given that in some businesses there is only a vague understanding of the 
underlying business model, this task might be challenging for some users.  

The second requirement is necessary in order to help the user of the platform to locate the risk 
within the business system of his company. This may sound trivial, but again it should be kept in 
mind that business models are often not laid out in detail and not known in detail to any 
employee or decision maker of the company. For instance, knowing that a certain risk lies within 
the area of responsibility of a certain partner might be sufficient in some cases, but in other 
cases it might mislead the user to allocate this risk to activities of this partner in the value 
proposition production area of the business model, thereby missing that this partner plays also a 
role for the channels in the distribution and sales area. Thus, if the conclusion for the mitigation 
of that risk would be to replace the partner in the production area of the business model, an 
unintended consequence might be a loss of customers or a temporary outage of contact to one 
or more relevant customer segments. Hence, allocating OSS-related business risks to every 
place in the business model where OSS plays a role helps avoiding that the mitigation of one 
risk at a certain position in the business model creates new risks or problems at other places. 

The third requirement goes beyond the boundaries of the company’s business model and takes 
into consideration the wider context of the business ecosystem in which the company operates. 
This is necessary because the capacities of the company to avoid or mitigate risks, e.g. by 
externalizing them, depend to a considerable degree on its position (central or peripheral) in the 
ecosystem. Moreover, including the business ecosystem provides the company a better 
overview of resources and critical factors outside its business model that may affect it indirectly. 
As discussed in section 5, the decisions within the OSS community at the core of the ecosystem 
may affect the functionalities of future releases of the software, which might be relevant for the 
company’s business model to yield revenues. 
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Raising awareness of the details of the business model and helping clarifying the company’s 
position in the ecosystem and its OSS business strategy provides a meaningful value added 
provided by the RISCOSS platform. Depending on how this requirement will be solved in the 
end, the platform could help users to try out the impact of OSS-related business risks by running 
two or more of rounds the risk assessment on the platform, thereby modifying the variables of 
the business model and the OSS business strategy. This would ease identifying the most 
effective risk mitigation strategy. 
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