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OSS Licensing
• Like proprietary licenses, 

OSS licenses have limits
• Unlike proprietary licenses, 

these limits allow for more “open” 
or “free” use of the software  

• The “Open Source Definition” (OSD) 
sets criteria for OSS licenses 
– Availability of source code
– Right of redistribution
– Right to modify
– Nondiscriminatory terms
– Self-perpetuating license

• Licenses are certified by the Open Source
Initiative (OSI) as compliant with the OSD

What is OSS?



• More than just the GPL
• >50 licenses certified by 

the OSI
• Many more uncertified
• Most common: GPL, 

LGPL, BSD, MIT, Apache
• All seek to achieve 

common goals 
• Each has its own (very) 

distinct set of terms

OSS Licensing

What is OSS?
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Legal 
Costs

Leveraging OSS in your 
business model has costs?

Management

License 
Compliance

Intellectual Property 
Risk

Costs of OSS

Supporting
the Community

Organizational and 
Practical Costs



Leveraging OSS in your 
business model has costs?Why do it?

Development
Time

Leverage 
“the community”

Functionality
Responsiveness

Time to
market

Reliability/
Security

Independence Image

Benefits of OSS



Reduce Costs

Increase Revenue

Benefits of OSS
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R&D?
Greater leverage comes from 

testing, bug fixes, and code integration

OSS community delivers some gains
in core application development

Benefits of OSS
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on marketing and sales efforts
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Sales and Marketing?
In 2005, Goldman Sachs estimated 

that software companies spent 
82% of new license revenue

on marketing and sales efforts

“OSS turns [the software] 
marketing problem on its head”

Larry Augustin
Chairman, 

Benefits of OSS



Leveraging OSS in your business is not. . . 
. . . just about marketing
. . . a free outsourcing of development
. . . a way to dump old code
. . . a “Field of Dreams”
. . . without costs and concerns
. . . right for all companies

. . . What are companies doing 
to leverage OSS?

Benefits of OSS



OSS Business Models

• Building software on an OSS platform
– Lower-cost 
– Horizontal and vertical scaling

• Platforms
– Linux
– Solaris 
– LAMP, CGL
– Samba, NFS, JBOSS, Apache, Tomcat
– GIMP, LTSP
– Asterisk
– and on and on. . .

Building on OSS

Your 
Product

Open
Source



OSS Business Models

• Build software using OSS
– OSS is a substitute for proprietary 

software
– Build, buy, or open source

• Enablers
– Linux and BSD
– MySQL, BerkeleyDB
– X, Qt, GTK, Apache, JBOSS, Tomcat
– GNU, Perl/PHP/Python, Eclipse

Building with OSS

Your 
Product

Open
Source



OSS Business Models

• Develop and release software as OSS 
– Start a new OSS project
– Open source existing proprietary software 

(or portions of existing software)
– Extend an existing OSS project

• Build a community around the product 
• Let the community drive product 

definition
• Models

– Servicing OSS
– Dual-licensing
– “Widget frosting”
– Value-added modules

Building OSS

Your 
Product

Open
Source



Who’s Doing It?Who’s Not Doing It?

OSS Business Models



• Provide services supporting OSS
• What started with support for Linux. . . 

quickly spread to other projects
• Most prevalent model
• Taming the OSS experience 

(more like commercial software)
• Examples

– Support and maintenance
– Consulting
– Training
– Integration and customization
– Development
– Updates, testing, certification, and 

management
– Indemnification and insurance

Servicing OSS

Your 
Services

Open
Source

OSS Business Models
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• Offer a choice of licensing options
– OSS
– Proprietary

• Commercial option 
– Fee-based
– Service and support provided 
– Broader commercial rights

• OSS option
– OSS license (e.g., GPL)
– Usually unsupported
– Subject to OSS license terms
– Community contributions

• Multiple OSS options (e.g, Mozilla)

Your 
Product

O
S

S
 License

P
roprietary  License

Customers

Dual Licensing

OSS Business Models



• Products are often identical 
– OSS license acts as a type of evaluation 

or beta option

• Variations exist
– “Lite” or trial version
– OSS as a “loss leader”
– Complementary products
– Third party products 

Your 
Product

O
S

S
 License

P
roprietary  License

Customers

Dual Licensing

OSS Business Models



Who’s Doing It?

OSS Business Models



Your 
Product

Customers

• Release OSS complementary to a 
core product

• Draw customers to the core product
• Track customer needs
• Often includes software traditionally 

provided with the core product under 
a proprietary license

• Examples
– Toolkits
– Drivers
– Interfaces
– Unsupported extensions

“Widget Frosting”

O
SS

O
SS

O
SS

O
SS

OSS Business Models



Who’s Doing It?

OSS Business Models



• Provide OSS modules and extensions 
to existing proprietary software

• Let the users become developers and 
drive development

• Examples
– Interfaces
– Features for niche markets 
– Other functionality not on your product 

roadmap

• Support a certification program
• Maintain overall control of the core 

product 

Value-Add Modules

OSS Business Models

Your
Product

OSS

OSS

OSS

Your Product

Your Product

• Provide proprietary modules and 
extensions to OSS projects

• Lock-in users and developers to your 
version of the OSS project

• Monetize the proprietary modules and 
extensions using standard EULAs

• Provide support or other services for 
the OSS project

• Be careful:
– Not to be passed by for more open solutions
– Not to inadvertently open source your 

proprietary modules



Who’s Doing It?

OSS Business Models



What are the practical and legal 
concerns with leveraging OSS in 

your business?

OSS Business Models



Choice of License

Practical and Legal Issues

• The right license is key
– BSD (free for all)
– GPL (free and open for all)
– And all of the others. . . 

• The same license can look different in different contexts 
– Release of code and development of an OSS community
– Contribution of code and participation in the OSS community

• The question is often not whether to open source, but what 
rights to open source
– What rights should/must you keep? 
– What rights can you give away?
– What rights do you need back from contributors 

(assignment vs. license vs. nothing at all)?

• Balance your needs against those of the community



Existing Customers and Vendors

Practical and Legal Issues

• How will open sourcing an existing product affect existing 
customer and vendor relationships?

• What impression does it give?
– Security
– Quality
– Commitment

• How will you deal with those customers who are now paying 
you for the software?

• Review existing agreements 
– Do license grants to customers restrict or prevent you from open

sourcing  the product?
– Do license grants from vendors allow you to open source the product?



Developing a Community

Practical and Legal Issues

• Establishing a framework
– OSS license(s)
– IP contribution policy
– Requirements for participation and hierarchy

• Generating interest often requires “seeding” the community
• Share and add-back

– Submit bug reports
– Submit patches to fix bugs
– Submit new code/functionality

• Expect costs
– Consultants and developers to work on project
– Subsidized community leader
– Managing the community 
– Maintaining morale



• Remember the Golden Rule
• Understand what you hope to gain

– Building your own community 
– Direct project development
– Morale
– PR

• Get your own house (and policies) in order
– Develop process for approval before code goes out
– Educate and train developers regarding the policy
– Monitor compliance

Contributing Back to the Community

Practical and Legal Issues



Trademarks
• Trademarks are only valuable as long as they are 

controlled 
– Quality and  source
– “Policing”

• Losing control can mean losing rights in the mark 
– Dilution
– Blurring

• OSS is about loosening control
• How far can an OSS release be modified by the community 

before your trademark should no longer be used?
• Implement and closely follow a trademark policy

Practical and Legal Issues



Patents, Copyrights, and Trade Secrets
• OSS licenses can and do affect IP rights
• Trade secrets – once the genie is out of the bottle. .  .
• Patents

– Certain OSS licenses can give an implied license to patents of the 
licensor reading on the OSS

– Others include more express grants (e.g., GPL v3.0)
– Beware of “patent termination” clauses

• Consider the potential affect on your IP rights
– Evaluate licenses when making contributions
– Choose licenses carefully when releasing code

• Understand the full extent of the IP rights you are 
contributing under the OSS license

• Develop and enforce OSS contribution policies to reinforce 
your IP strategy

Practical and Legal Issues



Exit Strategy

Practical and Legal Issues

• Appeal to potential funding sources and acquirors varies
• Many embrace OSS, others are wary
• Once you introduce OSS, can you go back?

– Closely control IP ownership and rights
– Compartmentalize OSS liability?

• Understand your potential funding sources and acquirors
and what they think about OSS

• Make sure that OSS does not close your potential for exit



OSS Procedures and Controls
• Existing IP procedures and controls are inadequate for OSS

– Significantly different from proprietary software
– Even the best existing policies likely leave gaps
– Industry leaders are establishing OSS-specific compliance procedures 

and controls

• Implement OSS review and compliance program
• Monitor compliance

– Developers and other employees
– Contractors, outsourcers, etc. must also observe program rules

• Make each use or contribution of OSS an intended and 
compliant use or contribution of OSS

Practical and Legal Issues



• Field an OSS compliance team 
• Establish and implement OSS policies and controls

– Control procurement of OSS and entry into the organization
– Review and track use of OSS by the organization

• Conduct audits
• Do not document OSS usage and contribution in hindsight
• Educate employees regarding OSS and applicable policies 
• Develop enforcement mechanisms and review compliance
• Maintain and update policies and controls to adjust to changes

OSS Procedures and Controls

Practical and Legal Issues



Caveat Entrepreneur

Conclusion

• Open Source is not just a marketing term – it takes work
• If you open it, they will . . .come. . . or . . . yawn?
• Understand where your value add is today and will be 

tomorrow. . . 
• Understand the role of IP in facilitating the business model 

and the value proposition
• Develop and implement OSS procedures and controls

– OSS IP strategy
– License compliance policy
– Internal review, approval, and compliance guidelines



Thank you.


