Free the Software

Open Source Business Models
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At first hand, Open Source Software (OSS) and conventional business models
do not seem to match. OSS often gets the connotation of being free of charge,
which is not an encouraging prejudice when one is trying to make money out
of it. However, OSS can offer some new opportunities for commercial software
development.

How can a firm in the sector of information technology make money out of Open
Source Software, while supporting the community that thrives on free software?
To start with, an entrepreneur who is developing OSS, is not simply supporting
the open source community. OSS is a way of building software in collaboration
with the users of the software packages, which can possibly end up in creating
a product with a level of quality that could not be achieved with closed source.
The user is given the ability to propose useful bug fixes and interface changes.
This close interaction with the user can obviously lead to an improved product,
and in many examples on the Internet, open source development is starting to
beat the monopoly of commercial closed source software farms.

Open source development gives customers a much greater ability to customize
software to fit their needs. Customer bug fixes and enhancements are com-
monly contributed back to standard open source packages, while improving
upon the quality and limitations of the product. This option is not available
within traditional commercial software.

, the project free of bugs, and as bullet-proof as soft-
Do you trust your toaster's soft- ware can get when reaching a mature stage in the
ware? software’s life cycle.

One of the most discussed results of this interaction

is the increased security and reliability of OSS proﬁdvantages of OSS
ucts. Giving away the source code of a software

product will give the community of users the POSSpeeding up development

sibility to expose the product to increased testing,

such that security problems and fixes can be discq;\;[rowing a product’s users to be co-developers
ered and distributed earlier than in a closed Sourg®ng with the product's developers seems to be
model, improving the overall quality and reliabilityin stride with conventional ideas of software de-
of the software package. velopment. Indeed, OSS development is based on
Entrepreneurs using OSS business models deptral idea that more programmers can accomplish
largely on the high reliability of their software;more than the selected few in a company’s devel-
their software is peer-reviewed, and possibly testeder room. It just follows along the lines that more
more extensively than proprietary closed soureges simply see more. The more programmers are
software. Opening the source of a project can mabeking a project’'s source code, the faster bugs or
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security flaws can be detected, and the faster the Beéoader market

velopment process can lead to a mature product. _ _

This interaction with the users is, however, not aASIIow(;ngta CIfStoTﬁ.rs engltneertto dbfhable tg ac:?)pt

easy as stated here. Users are not always ha joauict, allows this userto extend the product be-
d the limits of what a company originally in-

to pay for an unfinished product. It is getting ev ded with th ect. If th daptati
worse when they start using it, discover flaws in tﬁgn eaw € project. ese adaptations are re-
rned and merged with the original product, it can

program, and then have to put energy in further dté'-
velopment of the product. attract more customers to the product. As an exam-

_ple of this, a customer might port the code to a new
The manufacturer of the product also has to prov'ﬂf‘atform giving him, and possibly other customers,

an initial full version of the product to receive anyhe ability to use the product in their working envi-

mter_actlon with other developers. From t_h's f'r%nment, beyond the initial limitations implemented
version, the entrepreneur can start attracting ussg,s[he manufacturer of the product
and their developers, after which the speed in de-

velopment and the evolution of the product could _
increase, given that the initial version satisfies tigublic relations

costumer such that he is willing to put money in thg_ _ limited _ ‘ q q
further development of the product. iving away (limited versions of) source code an

products for free allows new users to test and com-
pare your product to other products, which again
can attract more customers to start using the full

product.
Lower overhead

External co-developers, given the opportunity to rédaking money out of OSS

solve bugs, can be adopted to out source part of the

work of a company’s software shop. In return of fixonce a software manufacturer uses OSS to create
ing a bug, that costumer can be given an opportundyftware, it is not always clear how he can make
gain over other costumers. This allows to redu@goney out of the project. There are a few relatively
per-project software production costs significantliew business models which adapt open source de-
And as an extra, a small developer team can hand&opment and offer opportunities to make open
a much bigger project. source development worthwhile.

Supplying service and support

Closeness to costumers If a software project is distributed for free, the users
of this project might not always be able to use the
It is very favorable for a company to be close tproject to its full extent. In a commercial environ-
its customers. In the case of a company providimgent, the user can pay for service and support of
software, there is no better way than allowing yotine project. Even the implementation of a complex
customer’s engineers to be involved in the softwad@en source project could be out sourced to the cre-
project’s development. Their involvement in the detor of the original project. A good example of this
velopment of the source code allows them to easiiysiness model is used by MySQL AB, which is
fix the flaws that limits their productivity, again al-discussed later.
lowing for a better product in the end.

Open source gives customers a much greater abiliyss leader market entry

to tailor software to fit their business needs. Cus-

tomer bug fixes and enhancements are commoiilye loss leader OSS business model is often used
contributed back to standard open-source packades,two purposes. Firstly, it can be used for jump
an option which is not available with traditionastarting an infant market, and secondly, it can be
commercial software. used to break into a market with entrenched closed
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source players. Many funding in open sourdexamples of successful busines:
projects can be viewed as strategic loss leader mpfpdels
els against popular, possibly monopolizing closed

source software companies. These investments ﬂrgouple of successful companies, who base th

pest done at the steepest part of the productjs 9" Wisiness on OSS are illustrated in the remaining p
ing curve. A good example of a company using tlbq this article

loss leader model, is Netscape, which opened up
the source code of its Netscape Communicator web
browser to attract developers and users to openfRigdhat network
the market of Internet browsers currently monop- i
olized by Microsoft’s Internet Explorer. Netscapgedhat' among many other companies such as S

is also a good example of how users can adapt

the project and create a much improved produgf the Open source Linux operating system. Spec
Mozilla in this case. from the free source cally, Redhat network offers services to easily mai

tain Linux installations. The company offers se
vice, support and training for administrators of Re
hat Linux installations. A registered user can o
tain updates of the operating system, and call a h

Mandrake Linux, is a provider of distributions
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Widget frosting desk if technical problems are encountered. On the

other hand, the company also provides consulti
Many hardware manufacturers have to provide so$ervices, such as high performance computing
ware — such as drivers or other interfacing softwaveeb services, all based on free open source s
— along with their products. Using the open sourgeare. To satisfy their users, they have develop
model in the development, along with opening upams working on user interfaces and enhanceme
the standards and technologies used in the hapfithe open source software they adopt, while sy

ware, allows the company and users to create sgferting the community of open source developers.

ware that works on platforms and with ideas beyond
the limits the manufacturer originally intended. Th SOL AB
production and extensibility of the software oi‘fereﬁIy Q

along with the hardware sold, mlght attract morghe German company MySQL AB originated fron

buyers of the product. An obvious example of thig group of developers who created the open sou

model is that manufacturers of graphics cards fggatabase SQL server MySQL. The company offe

personal computers can attract more buyers becassice solutions and training based on the free sg

their open sourced drivers are ported to new plgfare product. The biggest part of their revenue

forms the manufacturer originally did not envisiongptained from professional consultation for the in
plementations of their free product in commerci
environments.

Accessorizing Ximian express

Companies such as O'Reilly Associates, SSC affinian provides desktop solutions for the Linu
VA Research base their success on selling acc@gerating software. Everyone is free to downloz
sories based on open source projects availablefRgir product, but a subscription allows the buyer
anyone. They offer books, compatible hardwaR&ve priority access and higher bandwidth Intern

or complete pre-installed systems based on ogévnloads of the updates of their products.
source software. Since the software they build upon

is available for free, pre-installed systems can lagyrceForge enterprise edition
built with a very low cost on licensing, and the fi-
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nal product can stand out against systems built updgh Research is offering an open source version
commercial software. their SourceForge product as a free software pa
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age to manage software development. Next to dscussion

fering this version for free, they extend the package

with other services, and the whole is sold as an €pontrary to what is thought of open source as free-

terprise edition of the free product. This enterpri¢d-charge-software, there exist a couple of oppor-

edition contains extra enhancements and functioniitities to adopt open source software in commer-

ity which is not available in the core product that igial environments. The advantages, however, are
offered for free. This allows the company to create'®t always applicable to every software product, but

big user base, and rock solid product through opBHNY tricks can be used to create a software compo-

source development, to attract commercial buyéi@nt that can be adopted both in an open source and
for its full product. commercial product environment, while inheriting

advantages of both worlds.

Anthony Liekens studied computer science and bi-

ology at the Vrije Universiteit Brussel and at the
Others Universitair Instituut Antwerpen, both in Belgium.

He is now engaged in a PhD program in Biomed-
This list can be extended with many other conical Informatics at the faculty of Biomedical Engi-
panies supporting and adopting the open soumeering at the Technische Universiteit Eindhoven.
model. Among these are for example IBM whélis main research is situated in population genet-
currently starts shipping Linux based systems, ims and genetic algorithms. Besides his work, he is
SGI who is supporting the development of Sambiayolved in several open source projects. Anthony
a communication interface between Unix and Wiiis completely incompetent in using Microsoft prod-
dows system, while selling a commercial version ofcts, but fits in well when seated at open source
the package for its IRIX operating software userspowered machines.
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