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This thesis explores the concepts of software-as-a-service (SaaS), business model (BM), and
scalability. SaaS has been a trending model for new software entrants during the last decades,
but it has been found that most of the entrants fail — the companies are unable to execute
scalable business models. Scalability of business models has been in the interest of business
model research and some frameworks have been developed, but the theory is still evolving.

The study consists of a literature review on the Software-as-a-service business model and
scalability. A single case study of a Finnish software company. In total seven semi-structured
interviews were held with the company representatives and the interviews discussed the
current state of the business model and pointed out the possibilities to develop the scalability.
The results indicate that the case company has acknowledged the elements of a scalable
software-as-a-service business model, but the full potential is yet to be utilized. The
suggestions are found in ten areas that could further elaborate the scalability of the case
company.

The research on software business models and scalability remains relevant and calls for
further quantitative research in the future. The business field would benefit from relevant
frameworks to evaluate the business potential and tools for business planning.
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Tama pro gradu -tutkielma tarkastelee sovellus palveluna (Software-as-a-service, SaaS)
likketoimintamallin skaalautuvuutta. SaaS on viime vuosikymmeniné kasvattanut suosiotaan
uusien sovellustoimittajien toimintamallina. Suuri osa ndistd yrityksistd kuitenkin
epdonnistuu skaalautuvan liiketoimintamallin tiytdntoonpanossa. Liiketoimintamallien
skaalautuvuus on heréttinyt kiinnostusta tutkimusrintamalla tuottaen joitakin viitekehyksié,
mutta ymmaérrys jatkaa yha kehittymistién.

Tyo  koostuu  kirjallisuuskatsauksesta, jossa  tarkastellaan liiketoimintamallien
skaalautuvuutta sekd sovellus palveluna -konseptia. Tutkimuksen empiirinen osuus
toteutettiin tapaustutkimuksena suomalaisen sovellus palveluna -yrityksen edustajien
haastatteluilla. Seitseméssd haastattelussa kerittiin tietoa yrityksen liiketoimintamallin
nykytilasta, jota peilattiin skaalautuvan liiketoimintamallin viitekehyksiin tunnistaen
mahdollisuuksia skaalautuvuuden kehittdmiseen.

Tutkimuksen tulokset osoittavat, ettei litketoimintamallin skaalautuvuus seuraa ainoastaan
skaalautuvan liiketoimintamallin elementtien tunnistamisesta ja ymmartdmisestd. Yritys
tunnistaa skaalautuvuuden elementit ja mahdollisuudet, mutta tdytdntGonpanossa on
hyodyntdmitontd potentiaalia. Viitekehysten pohjalta tunnistettujen kymmenen osa-alueen
osalta esitetddn suosituksia, joiden ndhdddn edistdvdn yrityksen liiketoiminnan
skaalautuvuutta.

Tutkimustyd  sovellustoimittajien liiketoimintamalleista ja skaalautuvuudesta on
ajankohtainen sovellustarjoaman yhi kehittyessd ja kasvattaessa suosiotaan. Etenkin
maédrilliselle tutkimukselle on tarvetta tulevaisuudessa, jotta tutkimuskentilld kehitettyja
tyokaluja voidaan laajemmin hyodyntdd liitketoiminnan potentiaalin arviointiin ja
litketoiminnan suunnitteluun.
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1 Introduction

The software industry is characterized by continuous change. The continuous and rapid development
of technology has generated business opportunities over the decades; created trends, changed the

world, and shaped the world with it.

The scalability is especially recognized and acknowledged measure of business potential and is tightly
linked to the software world in terms of technical scalability (Valtakoski & Rdnkkd, 2010).
Scalability of course has always been at the core of the business — and perhaps due to that mixed
purely with business growth in general (Palmie et al. 2023). So, what in fact is scalability, what kind
of business model is a scalable business model for software and how does the economies of scale take

shape?

The digital servitization trend has expanded the Software-as-a-service -model software to pop up in
all fields of industries. Software-as-a-service (SaaS) is a software deployment model where the
software is provided over the Internet as a service (Mékild et al. 2010, p. 115) also having
characteristics of cloud computing (Benlian & Hess, 2011). In SaaS the software is distributed and
used over the Internet without local installation, the product is not tailored for each customer (one to
many) and pricing is pay-per-use based (Makil4 et al. 2010). Large corporations have started to utilize
software-as-a-service distribution model for new innovations or in parallel with the existing on-
demand -software, but an even more remarkable trend is the utilization of SaaS in the startup-
companies and for new software products (Makild et al. 2010). Especially this stream is a bit
confusing - Saas is a very riskable model as it requires large early-on investments as the money comes
afterward (Luoma 2013). So as popular as the SaaS software business has been in terms of new
entrants, the failures are many. The SaaS model is all about economies of scale and most failures are
the outcome of not reaching the market and expected results (Nair & Blomquist, 2019). The benefits
of SaaS come from the scalability that is achieved with common characteristics such as clear pricing,
predictable cash flows, and less customer intensity as the customers adapt to the product and not the
other way around (Benlian & Hess, 2011). The more customers, the smaller the unit costs are
(Hoffman & Yeh, 2018).

1.1 Research gap



This study is motivated by the business need of the case company, which has been developing its
software-as-a-service business for eight years but has been unable to scale its business. The issue has
been noted by Valtakoski & Ronkkd (2010) software companies often succeed in implementing
technical scalability to their software product but fail on the business side. Also, Nair & Blomqvist
(2018) state that only a few businesses fail on technology, but the majority are on building scalable

business models.

The research on SaaS has been emerging over the last few years. Also, the knowledge of business
models, scalability, and business model scalability has been gaining a lot of interest in the research
fields and these young, but popular concepts serve as a key concept for this study. Despite the
increased interest the software-as-a-service has been less research in the domain of business and
management, and more specifically the SaaS business model and SaaS business model scalability are
lacking research. This research gap has been identified by multiple studies and for a long time (eg.
Hyrynsalmi et al. 2019; Laatikainen & Ojala, 2014; Luoma, 2013). Especially the SaaS and scalability
research has had a strong focus on technological scalability and technological success factors,
resulting in a wide knowledge of the SaaS scalability in the domain of Information technology and
computer science, as can be noted when searching for the SaaS and scalability keywords in any of

the search engines.

1.2 Research objectives and questions

Given the previous landscape of the software industry and more precise software-as-a-service
phenomena, the importance of coherent knowledge of the SaaS scalability from the business

perspective is identified.

A case company is struggling with the growth and trying to improve the scalability of their business.
This thesis seeks to support the company in achieving its growth goals by providing knowledge of
business model scalability and exploring the phenomena. This study acts as a first phase in order to

plan and execute a growth plan for the case company.

This thesis explores the phenomena of Software-as-a-service business model and scalability, aiming
to answer the research question “What are the key factors effecting business model scalability of

Software-as-a-service -business?”. The empirical case study is conducted for a Finnish 8-year-old



software company, that identifies as SaaS but has not been able to achieve the economies of scale and

is struggling with the business model decisions.

The research question RQ1 “What are the key factors effecting business model scalability of
Software-as-a-service -business?” is answered through sub-questions:

RQ2: What is a software-as-a-service business model?

RQ3: What is scalable business model?

RQ4: What are the factors of business model scalability?

The above-defined research questions are approached with various methods. The Research questions
3 and 4 are answered through an unstructured literature review in the form of background research as

these themes are well established in the literature and have gained a lot of attention in the last years.

1.3 Methods

The research question 2 is answered by a semi-systematic literature review as the topic has not gained
a level of interest in the last few years and the level of knowledge is more fragmented. The research
question 1 is more explorative and answered through the expert interviews of a case company. The
approach is to find out how the case company currently identifies the scalability factors of its business

model in order to pinpoint the possibilities to further develop the scalability.

1.4 Structure

At first, the themes of Software as a service, business model, and scalability are presented. A semi-
systematic literature review is conducted to explore the research question 2 “what is software-as-a-
service business model”. In the empirical part, the case study is conducted, and representatives of the

case company are interviewed based on the scalable business model -framework.



2 Key concepts and literature review

The theoretical background of this study presents the key concepts of this study. The following
chapters outline the landscape of the topic and provide an overview of the topics. After presenting an
overview of the key concepts the frameworks of business model scalability are presented and
discussed. These two selected models are used as a schema for the empirical part of this study. The
last part of this chapter is a semi-systematic literature review that is conducted to answer the research

question 2 “What is software-as-a-service business model”.

2.1 Key Concepts

The presented key concepts are “Software-as-a-service”, “Business Model”, “Scalability” and
“Business Model Scalability”. These concepts are researched from the literature to find the latest

knowledge and define the concepts for the purpose of this study.

2.1.1 Software-as-a-service

Software as a service — SaaS — became a topic just when we entered the 21%t century. The change
from on-premise software to SaaS software provision model went through the Application service
provider (ASP) -model, where each instance was individually opened and configured, but run on
service providers' servers (Makila et al. 2010). At first, the emerging trend was that software
application providers started to utilize SaaS as an optional product-, service- or business model.
Companies were launching SaaS options in the form of new products, alternative versions, extra or
specific feature sets, or providing the option to choose either on-demand or cloud version of their
existing offering. (Valtakoski et al. 2010).

Examining the literature, SaaS has been researched more and more from 2000 onwards. The research
from the first decade highlights the lack of research whereas from 2010 forward it is often mentioned
that SaaS has attracted great attention from researchers and practitioners (Benlian & Hess, 2011).
Especially the “first” years of popular SaaS research had a lot of focus on comparing SaaS against
the more traditional software delivery models. SaaS was suggested to respond to the technical
limitations and difficulties of economies of scale that the previous ASP-model had. SaaS evolved as

an advanced way to provide software, since the change from single-tenant (ASP) to a multi-tenant
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(SaaS) enables economies of scale, but multi-tenancy sets the limits to the customization and
configuration options as well as unveils different risks and opportunities for both the provider and the
customer. (Benlian & Hess, 2011).

The perspectives vary, but looking back from now, the field of research and the research focus was
more on exploring the concept, evaluating it from various perspectives, and drafting frameworks and
logic. SaaS was a new alternative that was seen as a concept to challenge the way how organizations
buy their software and outsource their IT in general (Joha & Janssen, 2012), and on the other hand
how software providers produce, maintain, and sell their services and products (Nielsen & Lund,
2018).

Much of the early research had a strong focus on comparing traditional software’s over the SaaS and
the results as well as the research setup were in one way or another comparative. Also, SaaS as a term
was often described from the perspective of how it is different from on-demand or other traditional

software delivery models.

Since 2000 the situation has changed. Nowadays SaaS is not only utilized as an alternative software
delivery or business model, but it has become a popular topic for startup companies and the business
model has taken over not only the B2B markets but also consumers are provided with various amounts
of software as a service —solutions, in a daily discussion those are called apps (Ma & Kauffman,
2014). SaaS is not anymore another option, but changing the way of living and industries in multiple

places.

There can be found various research on how to change from traditional software products/companies
to more SaaS software/companies (Guo & Ma, 2018; Artz et al. 2010). Little research has been yet
done to find out how to create a SaaS product and company from scratch and how to develop the

business model of a fresh software company.

Looking back at history, SaaS has been emerging in the software industry business models (eg. Saltan
& Smolander 2021A; Hyrynsalmi et al. 2019; Stuckenberg et al, 2011), and its effect can be found in
other industries as well. It is a chicken and egg -type of question if the world did change the software

industry or software industry the world, but in the end, software is everywhere, and SaaS is there too.
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To put it together Software-as-a-service is a distribution model that is different from traditional
software distribution models in three areas: service property, deployment model, and pricing (Makil&
et al.2010). The nature of service applies the immateriality and uno actu -principle; the software is
used when the service provider provides it. That results in a continuous relationship between SaaS
users and vendors. The deployment model differentiates from the more traditional approach because
of the service property. The service provider takes over the responsibilities of operation and
maintenance on top of providing the software core functionalities (Stuckenberg et al. 2011). Typical
SaaS software is based on multi-tenancy, accessed through a browser, and adopts service-oriented
architecture. The third characteristic, pricing, is based on pay-per-use/time and continuous service
relationship and the maintenance and support fees are embedded in the subscription fee (Cusumano
2008). SaaS applications are “experience goods” for clients (Ma & Kauffman, 2014), and SaaS

adopters should focus on eliminating security and performance risks (Benlian & Hess, 2011).

2.1.2 Business model

As found, software-as-a-service can be approached as a software distribution model that influences
the business model of the software vendor (Stuckenberg et al.2011). Concerning the research question
of SaaS scalability, the interest is directed to the business model, as companies can meet the technical
scalability, but fail on the business side (Valtakoski & Ronkkd, 2010). Before approaching the SaaS
business model and business model scalability in more detail, the basis of the business model concept

is addressed.

Business model research has not been an established topic for decades but its role as an interesting
unit of analysis has been emerging simultaneously with the Internet business opportunities and
changes (Stampfl, Prugl & Osterloh, 2013) and the interest in business model term has been
increasing since the mid-1990s, originally from the business domain (Seddon et al. 2004). Already a
decade ago Zott and Amit (2013) evaluated that the strategic importance of business models is
recognized, and the concept is becoming a popular subject of interpretation. Despite the increased
interest towards the topic and exponentially increasing number of studies to explore business models,
the terminology and cohesion are still concluding (e.g. Hyrynsalmi et al. 2019, Osterwalder et al.
2005), and dependent on the context and perspective the interpretation and focus vary (Massa &
Tucci, 2014).

The concept of business model has been unified to explain how a company creates and captures the

value for its stakeholders in the surrounding markets (e.g. Casadesus-Masanell & Ricart, 2010;
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Chesbrough, 2003; Teece, 2010; Nielsen & Lund, 2014; Amit & Zott, 2001). To expand the
boundaries of the concept other descriptions could be presented, such as: A business model is a
blueprint of a business organization to illustrate how a company operates and makes money
(Osterwalder & Pigneur, 2013). Zott and Amit (2017, 20) describe a business model as “a system of
interconnected and interdependent activities that determines the way the company “does business”
with its stakeholders”, the business model is an activity system consisting of Content (what), Structure
(how) and Governance (who). Valtakoski and Rénkkd (2010, 11) define the business model to be
understood as a configuration of a firm’s offering, activities, revenue logic, and value network, given
the competitive strategy, resources, and competitive environment of a firm (Valtakoski & ROnkkaé,
2010, 11). Osterwalder and Pigneur (2010) developed one of the most popular frameworks, the
business model canvas. To draw it together, the research has been oriented to identify or describe the
components and/or consequences of the business models and to provide tools and frameworks to

explore the archetypes and narratives in the business environment.

Casadesus-Masanell and Ricart (2010) promote the importance of concrete choices and the
consequences of these choices to present the business models and the configuration of these choices
to affect the economies of scale (as a consequence). They suggest a causal loop diagram to represent
business models, where choices and consequences are represented. On the other hand, they argue that
complete business models are too complex and unwieldy to represent, so the analyst must simplify
their representation either by aggregation or decomposition. (Casadesus-Masanell & Ricart, 2010).
In their research on business model innovation, Massa and Tucci (2014) utilize this concept
describing the business model as choices and consequences, where choices affect the business model
and result in certain consequences. They suggest studying the link between choices and consequences
of business models. Nielsen and Lund (2014, 2018) have a similar business model configuration
approach in their study on business model scalability. In their explorative model, Stampfl et al. (2013)
divide their framework into two sections: Conceptualization and Realization. Hoffman and Yeh
(2018) build on the same viewpoint in their research on antecedents and consequences of a business
model that leads to growth. As the goal of inventing and formulating a business model is in the end
to create value, Zott and Amit (2017, 20) defined the value drivers as novelty, lock-in,

complementarities, and efficiency.

To conclude the concept, business model research has been established during the last decades and
the interests and points of view vary. BM abstraction builds from the “seed level” to the frameworks

and further to the narratives. The current research overview summarizes the stages of business model
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research as “definitions and concepts”, “the innovation of business models” and “design frameworks

and foundations for theory-building”. (Nielsen et al. 2018).

Business model in the software industry

The background research revealed that in the domain of the software industry the business models
have gained an interest from various perspectives of which are presented. The earlier studies focus
on defining the emerging business models (eg. Popp, 2011) and the changes in companies’ operations
to create and capture value, as the development of the Internet revealed a bunch of possibilities that
companies did exploit such as cloud computing (eg. Artz et al, 2010; Hyrynsalmi et al, 2019;
Stuckenberg et al, 2011; Joha & Janssen, 2012). Another research stream seeks to describe the
interconnection between different business operations a software firm has, such as the role of

architecture (Hyrynsalmi et al. 2019) or technology.

The literature review by Hyrynsalmi et al. (2019) addressed the state of knowledge regarding the
combination of system architecture and business model: The interest has been acknowledged and
pointed out by multiple studies but remains unaddressed. Research lacks lacking holistic approach
and no tools, processes, or models for practitioners have been presented — even though the need again
has been noted. Popp’s (2011) framework of common and emerging business models in the software
industry was suggested to be used to analyze current business models and to identify new business
models in order to gain competitive advantage. The research on value drivers of e-business by Amit
and Zott (2001) has been widely cited, holding the four primary and interrelated components of

novelty, lock-in, complementarity, and efficiency.

The business model interacts with strategy and tactics, where strategy is the plan of action designed
to achieve a particular goal and tactics are the choices that remain after the business model has been
selected (Casadesus-Masanell & Ricart, 2010). If addressing SaasS to present the schema of a business
model, this definition holds that on top of the business model decision (SaaS), companies need to

validate and align their strategy and tactics.

Software companies repeatedly recognize pricing as an essential element of business strategy and
model with a direct and significant impact on the commercial success of the offered software
solutions. The pricing model defines how a product or service is priced (which components are

included in pricing, whether payment flow is frequent or single). In the software domain, several
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studies have been addressing the pricing models enabled by the architecture, but fewer to address the
business model at large. (Hyrynsalmi et al. 2019). On the other hand, the SaaS pricing domain is still

scattered and lacking frameworks and guidelines (Saltan & Smolander, 2021a).

The lack of established terminology and emerging concepts of business models results that the pricing
model has been used as an individual attribute to describe the business model (Hyrynsalmi et al.
2019). The business model and revenue model are still distinct from each other, where the business
model refers to value creation and the revenue model to value appropriation (Amit & Zott, 2001).
Pricing though is an essential element of the business model and product strategy, as it serves both
business functions (i.e., product management, revenue management, cost management, retention
management) and business units (i.e., R&D, production, sales, marketing), and should be designed
based on different perspectives and their integration (Saltan & Smolander, 2021a). Saltan and
Smolander (2021a) describe the role of pricing to be strategic and complex as it has an impact on

processes and affects various business units.

There have been multiple frameworks developed to be used to plan, research, and describe business
models. One of the most popular frameworks to structure the research on business models is the
Business Model Canvas developed by Osterwalder and Pigneur in 2010. BMC framework has been
utilized in software business model research (for example by Hyrynsalmi et al. 2019) and more
specifically in Software-as-a-Service business models (for example by Stuckenberg et al. 2011 and
Luoma, 2013). Also, Lund and Nielsen (2018) utilized the Business Model Canvas in their research

on business model scalability.

Another framework to mention that was used in the literature is a framework to examine integrated
solutions and related organizational structure by Davies et al. (2006) that Luoma (2013) used in
parallel with BMC to reveal the characteristics of different SaaS business models. The business model
conceptual framework by Al-Debei and Avison, 2010, was used to study the choices that a company
aiming to use SaaS can make while introducing and implementing Saas tools, but the usability of the

framework was not found to be perfect (Joha & Janssen, 2012).

In the software business model context, the rough division and characteristics to describe the software
company business model could be typified as A) software distribution strategies (eg. Makila et al.
2010), B) revenue and pricing models (eg. Saltan & Smolander, 2021b), and C) target audience

models (eg. Stuckenberg et al. 2011) and the point of view varies depending on the context.
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2.1.3 Scalability

The definition of scalability varies and is dependent on the context (Napier et al. 2006, Stampfl et al.
2013). The research on scalability has a strong background in information technology, where the
scalability describes the system’s ability to accommodate increased workload, but in the business
context, the scalability is less established and missing the exact definitions (Stampfl et al. 2013, 229).
The interest in scalability in the business context has been increasing significantly to date but is easily
mixed with “growth” in general (Palmie et al. 2023). In particular, it is one factor of interest in the
new ventures, as the scalability of the business is linked to investor attractiveness (Stampfl et al.
2013). In this study, the interest is in Software-as-a-service where the scalability of the software
product is crucial in order to achieve economies of growth, as the whole business model relies on the

money that comes from multiple sources (Hyrynsalmi et al. 2019; Jarvi et al. 2010).

In the business context, the 1T-based scalability term refers to the ability to provide exponentially
increasing returns to scale (growth) when additional resources are added (Nielsen & Lund. 2013, 3).
A scalable business model is described to be agile and flexible enough to cope with external and
internal forces and demands (Nielsen & Lund 2018, 4), or in other words flexible enough to cope
with markets and management (Stampfl et al. 2013). Juntunen et al. (2018) describe scalable business
as an ability to cope in relation to the respective business opportunities. Palmie et al. (2023) define
scaling as an “increase in the size of a focal subject that is accompanied by a larger-than-proportional
increase in the performance resulting from the said subject”, where "subject” is referring to what is
being scaled. Napier et al. (2006) provide the description as the ability of a business idea to continue
to function well regardless of how large the company gets. Or as Mathaisel (2015) puts it is the ability
of the enterprise to grow without losing customers, diminishing quality, or changing the core value
proposition of the organization. The current conclusion for business context would be that scalability
is about achieving profitable growth, meaning that most successful businesses today are those that

can build up a scalable business model (Nielsen & Lund 2018).

Scalability is a fundamental factor in business model innovation and firm growth (Juntunen et al.
2018, 22), but growth does not directly tell if the business is scalable or not. The definition of
scalability presumes that the rapid growth is achieved in parallel with increased profitability and
without deducting quality goals (Guus, 2020). The scalable business model is referred to be flexible

and reactive to the changes in the business environment and flexible to cope with different market
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changes (e.g. Juntunen et al. 2018; Lund & Nielsen, 2018; Stampfl et al. 2018). A scalable business
model provides exponentially increasing returns on resource input and ideally accelerates returns on
input (Nielsen & Lund, 2018). Scaling has various types: financial scaling, market scaling,

organizational scaling, and volume scaling (Palmie et al. 2023).

The mixing with the growth can be found in the studies, where scalability has been evaluated based
on growth metrics, such as increased sales, and the growth of the selected metric has been evaluated
to either meet the selected level to be evaluated as scaling or then not. Palmie et al. (2023) question
this approach and suggest three quantitative measures of scaling: scaled development of subject size,
scaled development of focal performance, and scaling factor. Their suggestion holds that scaling
occurs without limit to a certain percentage or similar, but the outputs can be evaluated in order.
Growth can occur without scaling, and scaling should be understood as growth that is associated with

certain performance improvements (Palmie et al. 2023, 6).

The performance improvements are also referred to as increased profitability. From the business
model perspective, the desired value creation should be maintained or enhanced during rapid growth,
and this requires changes to the value creation and capturing logic (Ma & Kauffman, 2014). The
relative resource need for the created value should be decreasing or monetized, and the company
should aim to minimize the additional resource needs for the value creation. Minimizing the resource
need while keeping up with the value delivery challenges the business model architecture: extra
supporting activities such as extra customer service agents are needed to solve the challenge of
maintaining value creation while growing. A scalable business model must adapt to changes to
improve profitability in terms of value creation and capturing logic, incremental costs must be
monetized. (Guus, 2020).

On top of the economies of scale, Palmie et al. (2023) points out the role of performance
improvements and the potential of economies of scope and synergies to contribute to successful
scaling. The combined output grows more than the combined input requires resources. The
performance improvements can occur also in the environmental performance or social performance
-section on top of the economic performance. The performance-centered definition of scaling also
leaves room for subject-specific scaling to occur, holding that companies can be able to scale focal

products, services, or markets without the overall performance improvements at large.
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To conclude, in the context of this paper, the business model scalability addresses the ability of a firm
to accelerate increasing revenue and growth without correspondingly increasing costs or radical

quality or performance loss.

2.1.4 Business model scalability

The RQ3: “What is scalable business model” is approached in this chapter. The articles were searched
from Scopus, Primo library database, and Google Scholar and backward search from the read articles.
The interest in business model scalability has increased attention hand in hand with the business
model and scalability concept interest (Amit & Zott, 2001; Monteiro, 2019). Business model
scalability is often linked to business growth (Palmié et al. 2023) and business model innovation
(Amit & Zott, 2001).

For this study, the interest is in the scalability of the business model. Nielsen and Lund (2014 & 2018)
did research on business model scalability as well as Stampfl, Prugl, and Osterloh (2013) with their
explorative model of BM scalability. Juntunen et al. (2018) examined the business model scalability
from the opportunity exploitation perspective. These business model scalability research builds on

the interest in the configurations and decisions, BM design, and innovation.

The most cited definitions of business model scalability are presented next. “Scalability of the
business model fundamentally stems from the synchronization of a business model to the respective
business opportunity” (Juntunen et al. 2018, 33). Nielsen and Lund (2018, p. 66) state that “A
scalable business model is one that is flexible and where the addition of new resources brings
increasing returns.” They nominate the dimensions of scalability as a 1. degree to which increased
input can create higher output, 2. Ability to accelerate the returns on the additional investment.
(Nielsen & Lund, 2018). The perspective by Juntunen et al. (2018) is more of an opportunity
exploitation, whereas Lund & Nielsen (2018) evaluate the agility, adaptability, exponential growth,

and the effect of new resources in their definition.

The research by Guus (2020) focuses on how high-growth companies design a scalable business
model that enables them to create and capture value over prolonged periods of high growth. The
found characteristics are digitalized activities (content), the reinforcing network effects (structure),
and integrated control (governance). Also, Monteiro (2019) stated that the accelerated growth of fast-
scaling companies is based on the business model. The research conducted among business

incubators raises business scalability as a key factor to evaluate the business potential already at the
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idea level, but also as a measure to evaluate if the exit from the business incubator is successful or
not (Nair & Blomquist, 2019).

Building scalable business

The scalability is the key to sustaining high growth and companies that can design and achieve
scalable business models are able to disrupt the existing markets (Guus, 2020). The SaaS research
shows that companies are able to meet the technical capabilities of SaaS, which includes the
scalability factors (e.g., Makila et al. 2010, 123.; Valtakoski & Ronkkoé 2010, 8-10). Very few
businesses fail on technology, but the majority on building a scalable business model, the successful
exit from an incubator is a result of the startup team building a scalable business model, or a failure
to do so. (Nair & Blomquist, 2019, 272).

The growth itself should also take place for scaling to happen. Building scalable business models the
organizational challenges of endurance and growth should be addressed. The prerequisites and
constraints to growth are found to be more important than the consequences and changes when it
comes to endurance narrative, and the growth associated with the internal changes in the organization.
The team-based selection, potential scalability of ideas, early change of ideas, and early stakeholder
involvement affect the preconditions for growth. Actions like matchmaking, trial and error approach,
pivoting business models, team restructuring, and non-temporal exit affect the results of growth.
(DeSantola & Gulati, 2017; Nair and Blomquist, 2019).

Scaling can be also addressed as one of the stages in the transition from a startup to a sustainable
organization as Nair and Blomqvist (2019) suggest. The four-stage life cycle of a new venture goes
through startup, transition, scaling, and exit. In the startup -phase the business concept is defined and
validated. In the transition phase, the foundation for a scalable business is laid. The challenge of the
scaling -phase is to add resources to profitable scale the enterprise. The exit phase serves for harvest,

whether through acquisition, merger or other form of sales (Picken, 2017).

Management has an important role in the business model planning stage, and importance of the
strategical growth planning and acknowledging the elements of management scalability is vital. The
management scalability considers innovation leadership and human resources, and their various
aspects. Firms should be concerned about the scalability of the business model also as the growth
potential in business model scalability has a positive impact on investor attractiveness. (Juntunen et
al. 2018).
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The research by Arshi et al. (2020) evaluates startup performance according to scalability with five
attributes: 1) Leadership has a strategic orientation towards innovation/competition, 2) The start-up
team has shared knowledge and vision of startup direction, 3) The start-up has appropriate resource
planning/management strategies, 4) The start-up has access to skilled labor and employees, 5) A

climate for creativity and innovation is encouraged and sustained. (Arshi et al. 2020).

Factors of scalable Business Model

On top of the descriptive context of business model scalability, as addressed in the previous sections,
there has been novel research on the factors that make business models scalable. This chapter answers
to the research question 3: What are the factors that builds scalable business model? The scalability
of the business model is the configuration of specific characteristics of each business model element's
ability to facilitate scalability. (Guus, 2020). A potential scalable business idea can be evaluated on
need, approach, benefit, and configuration (Nair & Blomquist, 2019). Stampfl et al. (2013) researched
the factors that influence the scalability of business models, they did identify implications for business
model design and implementation as well as operation and business model scalability to result in

growth and investor attractiveness.

Stampfl et al. (2013) included five components to the conceptual level of business model scalability,
being a) Technology, b) Cost and revenue structure, ¢) Adaptability to different legal regimes, d)
Network effects and e) User orientation. The framework by Stampfl et al. (2013) will be presented in
detail later and it is utilized for the empirical part of the research as guiding the interviews. The
characteristics list presented by Nielsen and Lund (2018) is utilized for analysis of the case company
business model characteristics in terms of scalability. The third framework by Palmie et al. (2023) is
less mature and will conclude the set of frameworks that are used for the analysis of the case

company’s business model.

Above the business model, scalability has been approached by the research and practitioners. The
concept is still evolving, but the interest in the domain of Business model scalability has resulted
couple of frameworks to describe and address the phenomena and attributes causing it. For the
purpose of this study couple of frameworks are presented that formulate the business model

scalability and its elements.
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Framework 1

In their explorative model, Stampfl et al. (2013) divide their framework into two sections:
Conceptualization and realization. In the concept level, the scalability of the business model is a result
of technology, cost and revenue structure, adaptability to different legal regimes, network effects, and
user orientation. The scalability of the business model contributes to investor attractiveness and

company growth and is affected by the sources of market and management. The figure 1 is presented

next.

Business Model Conceptualization Business Model Realization

Technology: Maket

-Automation of processes -Market Potential
-Market Dynamics
-Market Education

-Scalability of Technical
Infrastructure

Investor

Cost and Revenue Attractiveness

Structure

Scalability of

Business Model

Adaptability to
Different Legal
Regimes

Network Effects: ,/
-Going Viral

-Critical Mass

User Orientation: Company

-Problen Solving kS Growth
-Simplicity P s

-Previous User Knowledge

Management
-Team

-Location
-Partnerships

Figure 1. Explorative model of business model scalability by Stampfl et al. (2013).

Business model conceptualization

Technology is essential for business model scalability as a tool for process automation and scalable
technical infrastructure. The automation of processes by using technology enables scalability when it
is used to reduce fixed costs. In practice, the benefit comes from decreasing the need for human labor.
The scalable technical infrastructure in the framework stands for the ability and capacity to
accommodate exponential user growth, without degradation of quality or gradual increase in costs
such as software development or server cost.
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Cost and revenue structure should be compatible and support the scalability of the business model.
The growth in most cases requires financing as the cash-flow comes afterwards compared to research

and development. Especially technological products require upfront investments.

Adaptability to different legal regimes is important and can come along on multiple occasions.
Companies may face requirements and restrictions and those can threaten the market entries or
accessibility to certain customer segments. The adaptability, not only flexibility, is a crucial element

when operating in international markets and requires also knowledge.

Network effects comprise of going viral and reaching the critical mass. Reaching the critical mass
can be a crucial element in the scaling of a business model especially in the community-based
business models. Going viral refers to the ability to reach enough customers to get and remain
interesting. Network effects play an important role in reaching the fruits of scalability as those affects

directly the unit cost of customer acquisition.

User orientation is the fifth element to contributes to business model scalability and comprises of
problem-solving, simplicity, and previous user knowledge. Business models that are solving real and
crucial problems, and do it in a simple way, scale faster. In order to build a business that is easy to

understand is not easy and requires extensive customer knowledge and user connection.

These five attributes were identified to enhance business model scalability and contribute to growth
potential and investor attractiveness. The implementation and realization of the business model and
the scalability still is influenced by market and management (Stampfl et al. 2013). These factors are

presented next.

Business model realization

Stampfl et al. (2013, 240-241) nominate market and management as the main attributes that influence
the realization of the business model scalability. Market potential, market dynamics, and market
education influence the business model scalability, business growth, and investor attractiveness.

Management comprises team, location, and partnerships.

Market potential is the potential size of the current or targeted market or market segment. The ability

to grow in line with market dynamics can be an advantage, and the general dynamicity of the market
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describes the scalability potential itself. Market education refers to the ability of the potential
customer to understand the product/service and recognize the need for it. The effect of market
education to the scalability potential is high when the novelty of the product/service is high.
Companies need to take time and action (spend resources) for education. For the fast followers the

market education can in turn be an advantage. (Stampfl et al. 2013, 241).

Stampfl et al. (2013, 241) nominates the term “management” as a moderating effect on the business
model realization. Comprising the team, location, and partnership, the management of the company
looking for the realization of a scalable business model, affects both the investor attractiveness and
business growth. The realization of the business model is in the hands of the team, who on the other
hand act as a basis for scalability. If the business model is scalable on paper, it still needs action to
exploit it. The location affects mainly resourcing. The environment should be able to support the

sufficient and changing needs of people and other resources.

Partnerships increase the potential of business model scalability, providing options for resourcing
(outsourcing activities or processes), expanding the market knowledge (benefit of cooperation,
increasing/buying the market knowledge, and other options that help the company to develop.
Another side of partnerships is investors, business angels, and other business partners. (Stampfl et al.
2013, 242).

Framework 2

The second framework to be presented is developed by Nielsen and Lund (2018) and based on their
empirical research among the companies with scalable business model. Their research resulted in five
patterns that influence the increasing returns to scale and vice versa — attributes that might result in
declining returns to scale. On top of the identified patterns, four dimensions were identified to typify

the business model scalability as shown in the figure 2.

The first pattern stands for achieving scalability through new distribution channels. New distribution
channels might harm the existing ones if new market segments are not met. The sweet spot of scalable
business is achieved in cases when a new distribution channel provides additional value to existing

channels and the customers using them.
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The second pattern addresses the scalability through release from traditional capacity constraints. The
perspective on the capacity constraints should start from understanding the type of business eg. selling

hours, products, or data, and then innovating a route to avoid the capacity constraints.

The third element calls for scalability through the outsourcing of investments. The ability of the
business model to optimize and push investments to strategic partners elaborates scalability of the
business model. In the software industry, it is common that hardware and software are for example

distributed by different parties, when each one carries their own part of the risk.

The fourth pattern relies also on partnerships, as scalability is increased through the leveraging of
partners working for free. The optimization of the stakeholder value creation enables the options to

monetize the value generation and the partners enrich the value proposition without hurting profits.

The fifth pattern is the implementation of platform models. The platform business models are
typically more radical and have collaboration as the key element. Succeeding to generate competitors
and partners as customers might provide constant or even linear increasing returns to scale. When
stakeholders have multiple roles in the business model, they generate value for the company and for

each other. That attracts new partners and customers.

These five patterns present the found form of business model innovation that has successfully
contributed to scalability. Out of these patterns, Nielsen and Lund (2018) formulated the business
model scalability framework that relies on four dimensions: Enriching value proposition, Removing
capacity constraints, Creating a platform, and Change the role of stakeholders. These dimensions
(vertical) interacting with the patterns (horizontal) improves the possibilities of business model

scalability.
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Change te role of
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existing customers
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|

Strategic partners create lock-in-for customers

Customers do marketing or become salespeople
|

Competitors become customers

Figure 2. Dimensions of achieving business model scalability (Nielsen & Lund, 2018).

On top of the patterns and dimensions, Nielsen and Lund (2018) highlight the importance of agility
and flexibility of the business both in growth and decline. Another element of successfully scaling a

business is unique, hard-to-copy value propositions or ones that are taking long to replicate.

The use of frameworks in the empirical research

The presented frameworks provide two different perspectives on how to enhance the business model's
scalability. For the purpose of the following empirical study, both frameworks are used to formulate
the interview structure. In the interviews, the themes of the frameworks are discussed separately,
since the approaches vary. Despite the different standpoints, the frameworks have common

characteristics and overlapping elements in the descriptions.

The framework by Nielsen and Lund (2018) highlights the importance of stakeholders and
cooperation, whereas the model by Stampfl et al. (2013) focuses more on internal activities the
company can manage internally. On the other hand, the model by Stampfl et al. (2013) is suitable for
a purpose of planning the business model at a concept level and the model by Nielsen and Lund

(2018) would serve the strategy of improving and enhancing the scalability of an existing business.

In the following figure (Figure 3) the synthesis of both frameworks is presented. The arrows between

the factors represent the similarities and overlapping between the elements of each model. The figure
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3 shows how the models cover the same topics, but the model by Stampfl et al (2013) has more

detailed themes and Nielsen and Lund (2018) build their model from a different perspective.

[P Technology

. 4 . Automation of processes
Removing capacity constraints Scalability of technical

Adaptability to different legal regimes

Creating a platform <\>

Network effects
Going viral
Critical mass

Change the role of stakeholders

Cost and revenue structure

User orientation

Enriching value propositions D Problem solving
Simplicity
Previous user knowledge

Figure 3. The linking between the themes and factors of business model scalability by Nielsen and
Lund (2018) and Stampfl et al. (2013).

2.2 Literature review: Software-as-a-service business model

The literature review was chosen as an approach to explore the Research question RQ2: What is

Software-as-a-service -business model.

The research question and purpose direct the selection of the strategy and approach for the literature
review (Snyder, 2019, 336). A systematic literature review is suitable to set the beginning for more
detailed research work and detect the research gaps and questions that can be answered later (Kraus,
Beier & Dasi-Rodriguez, 2020). An integrative literature review is a potential research approach to
answer specific research questions about the topic and to review, critique, and synthesize the literature
(Torraco, 2016), but it should preferably result in a new conceptual framework or theory (Snyder,
2019, 335). Semi-systematic, also called narrative, literature review approach is suited for
overviewing a topic and describing the progress over time or across research traditions (Snyder, 2019,
335). As this paper acts as a baseline for the following part which is empirical case study research on
the topic but has gained a lot of research interest lately in the form of systematic literature reviews,

the literature review approach is semi-structured. The existing systematic literature reviews act as
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baseline and this paper focus to the time after the publication of this, as suggested by Kraus et al.
(2020, 1038).

Often the main research question in SLR is to synthesize what we know and what we don’t know
about. The aim is to generate an overview of the research in the chosen field, its research questions,
hypotheses, applied methods or topics and by identifying research gaps. These findings can act as a
basis for further research. (Kraus et al. 2020). Considering the nature and maturity of the topic, a pure
systematic literature review was not possible to be conducted and the literature review is more of a

semi-systematic literature review.

The traditional literature review differs from systematic review mostly from the methods of data
collection and possibilities of replication. Traditional literature reviews might easily be biased by the
subjectivity of the author, whereas the systematic approach seeks to avoid it by having the rules of

how the data is collected and selected. (Kraus et al. 2020).

The literature review should provide a descriptive overview of previous literature but also synthesize
and interpret the knowledge (Fisch & Block, 2018). The literature review provides the possibility to
combine existing literature and create solid definitions and foundations for further research. A
systematic literature review is suitable to set the beginning for more detailed research work and detect
the research gaps and questions that can be answered later (Kraus, Beier & Dasi-Rodriguez, 2020). It
Is suggested to summarize and analyze literature concept-centric and seek logical and conceptual
reasoning (Fisch & Block, 2018).

The research on digital technologies, software, and information technology industry as well as the
research on business models has been emerging and the maturity of the phenomena as individuals has
been addressed lately. Considering the atmosphere and nature of these it can be noted that the change
in the business environment is currently that high of speed, and that the research is hard to keep up
with it. Torraco (2005) nominates that a literature review is appropriate when the research emerges
in different fields, or there is a change in a trend or direction of a phenomenon. The sophistication of

the research domain establishes new sub-fields.

Search strategy, inclusion, and exclusion criteria

The goal of the literature review is to conclude a landscape of the current knowledge on software as

a service business model scalability and identify the frameworks or tools to evaluate and explore the
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business model scalability in software companies. The review acts as a ground for an empirical part,

where it sets the basis for interview planning and later for analysis of the results.

Balancing between the width and depth of the literature review is important (Kraus et al. 2020). Also,
Fisch and Block (2018) overcalls for paying attention to choosing between the breadth and depth of
the literature review, and this is dependent on the maturity of the research field as well. The more
mature the research field is, the wider the analysis and synthesizing should be, and vice versa for the

immature research field.

The novel phenomena of interest did make it challenging to keep the focus set on the selected
approach. Thus, it made it more important that the plan was clear. Systematic literature research
(SLR) analyzes the literature by following a pre-defined and replicable process and includes ranking
by the quality. (Kraus et al. 2020). Even though the selected approach was semi-systematic the

replicability and rankings were guiding the literature review.

The search for the relevant and available scientific articles took place in Scopus-database and it had
two approaches. The search was limited to article titles, abstracts and keywords. The search attributes
were “business model” and “software as a service”. The parallel terms for “software as a service”
were “SaaS”, “software-as-a-service”. Terms such as PaaS, IaaS, and other servitized software
business terminologies were decided to be left out, even though the search was conducted, and results

scanned to evaluate if that direction would seem fruitful.

The Scopus search resulted in 291 documents. The leading subject area being Computer Science
(240), followed by Engineering (75) and Business, Management and Accounting (66). Search in
Primo catalogue resulted 23 results. The use of Primo as an additional source for the articles provided

the results of books that the Scopus search did not result.

The distribution of document types was Conference paper (187), Article (64), Book chapter (16),
Conference review (15) and Review (5). Software engineering as a field of industry is challenging
the nature of traditional literature review inclusion and exclusion criteria a bit. As the technology
evolves fast the speed of the research field does not fully follow as the process of publishing articles
takes time. In the software engineering the conference proceedings for example are often a way to
access the latest information, even though the use of them in the literature review is not commonly
accepted to be a best practice. (Garousi et al., 2022). The content of the Conference papers as a
material were evaluated to be relevant as supported by Garousi et al. (2022), but the conference
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reviews and reviews were directly excluded. Also, the language was limited to English only and that

excluded 10 results.

The second search was conducted to SaaS terms (Software-as-a-service, software as a service, SaaS)
and limited to subject are “Business and Management”. This search resulted 569 results. Despite the
results from previous search that included the computer science and engineering, this search provided
the interesting scheme of the nature of the topic in terms of documents by year as in the figure 4: SaaS
has been emerging topic in business and management from 2008 onwards, years 2011 to 2014 having

a peak in lecture notes. The topic has been trending and discussed in the events.
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Figure 4. Documents by year for SaaS in Business and Management field of industry, total 569.

The division between conference papers (43,2%) and articles (42,4%), presenting rough 85% total of
the search results speaks on behalf of the nature of the phenomena as fast changing and emerging
topic as in the figure 5. The use of grey literature (conference proceedings, working papers) was
evaluated multiple times. Most of the authors suggest literature review to set the focus on peer-
reviewed articles only (Kraus et al. 2020). In computer science, the use of conference papers has been
discussed to have a higher status compared to another field of industries, because of the fast-moving
nature. On the other hand, the focus of this study is on business and management, where the discussion
against the inclusion of grey literature is strong. That led to setting the focus to evaluate the quality
of the material according to the citations, the distribution, and the publication journal, whereas

different evaluation was considered in the other search.
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Figure 5. Documents by type for SaaS in Business and Management, total 569.

The nature of the published literature provides guidelines for inclusion and exclusion of the articles:
new and emerging research streams often represents qualitative approach and case studies, where
each of them should be considered equally important. When more quantitative research exists, the

effect of a single qualitative study might be excluded. (Kraus et al. 2020).

The semi-structured approach accepts that not all the available articles can be reviewed. On top of
formulating the image of the overtime progress of the research and in different fields of industries,
this review aims to identify and understand relevant research traditions and directions and synthesize
those at a meta-narrative level instead of being measured by effect impact. A semi-systematic review
provides insights into the state of knowledge and research streams, an overview of the research
history, and further research ideas. (Snyder, 2019, 335).

After both searches were conducted and the first exclusion of the articles (language, subject area of
the first search). Next, the results were analyzed based on their title, keywords and abstract and it was
identified that the limitation of the first search to the subject area of Business, Management and
Accounting was relevant, resulting in 66 articles remaining from that search. Next, the JUFO ranking
of the publication forum was included in the excel and if that did not exist, the document was
discarded. The list was sorted from highest to lowest based on citation count to find the articles that
are referred the most to get started with and it was anticipated that those would be high quality. The

quality of the articles was also evaluated based on the distribution and the publication journal.
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A lot of research regarding SaaS business model and SaaS business in more general has had the focus
to security and quality. As the interest of this study is specifically B2B SaaS software, it was noted
that major of the research, especially quantitative studies, are conducted in the B2C level, from a
consumer perspective. Major of the results approach the theme from a service provider or vendor
side, as anticipated with the limitations that were set. Cloud computing and its utilization in various
use cases, contexts, and industries is largely represented in the articles. The most conspicuous is that
the results in almost all the articles address the “lack of research” to harm the industry. For the further

analysis of relevant studies, their analysis and conclusions are presented in the next chapter.

Literature review results

The literature review reviewed the current state of SaaS business model knowledge, which as a
summary gathers around the concept definition of business model and distribution model on top of
the technical aspects. As noted already by Luoma et al. (2018) the studies focusing on the SaaS
business model are lacking and most studies investigate the aspects of SaaS companies’ businesses

as isolated elements.

Many of the successful SaaS providers have strong backgrounds in software industry, where SaaS
has been utilized as an emerging business model, while the main revenue source is completely
somewhere else (Popp, 2011). Valtakoski & RoOnkk6é (2010, 8-10) found that even though the
company identifies itself as product company the business model is in fact more development services
than SaaS. (Valtakoski & Ronkkd, 2010). Based on Makil& et al., (2010, 123) the technical capability
and maturity of the company’s product are met with SaaS criteria, but the business model does not
fully follow the SaaS characteristics, in one way or another, even when the company identifies
themselves as SaaS provider. (Makild et al. 2010, 123). On the other hand, the SaaS research shows
that companies are able to meet the technical capabilities of SaaS, that include the scalability factors
(e.g. Mékild et al. 2010, 123.; Valtakoski & Ronkko 2010, 8-10).

Sadksjarvi et al. (2005) stated that “Software as a Service is time and location independent online
access to a remotely managed server application, that permits concurrent utilization of the same
application installation by a large number of independent users (customers), offers attractive payment
logic compared to the customer value received, and makes a continuous flow of new and innovative
software possible.” (Sadksjarvi et. al. 2005). Their definition addresses the common characteristics

that multiple researchers are sharing, but still have the main focus on technical and distribution
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perspectives. A few years after Séaksjarvi et al.”s definition, Makila et al. (2010) examined the SaaS
criteria and found that despite the variation of the configurations, the main ideology is shared and can

be found in all SaaS providers.

Stuckenberg, Fielt and Loser (2011) formulated the concept of SaaS as a software distribution model.
The difference between SaaS and the “traditional” model is in 1) Service property, 2) deployment
model and 3) Pricing model. This holds that SaaS has a continuous relationship between the software
provider and the customer. The software solutions are operated and maintained by the provider, who
extends its responsibilities beyond development activities to operating and maintaining. Multi-
tenancy, access through browser, and adoption of service-oriented architectures are also common.
With regards to the pricing model that is based on a continuous service relationship, where the pricing
is usually based on time or usage-dependent metrics, and the subscription fee covers the maintenance

and support fees as the subscription is ongoing.

Luoma et al. (2018) found that the adoption of cloud technologies relates to change toward offering
more standardized products, increasing sales activities, and unifying the pricing across different
customers. Despite their hypothesis, the changes in decreasing the customer-specific activities and
customer service resources or preferring longer contracts did not correlate to technology adoption,
but to the company type as all software product firms are striving for efficiency despite the
technologies. The competitive pressures are also the same despite the technologies and drive all

companies to longer customer relationships and invest in sales activities.

The case study by Joha and Janssen (2012) identified eight design choices for the SaaS business
model. 1. The service characteristics in terms of the complexity and required security, 2. value source
in terms of anticipated benefits with regards to service implementation and monitoring, 3. User target
group to define the balance between standardization and customization options, 4. Data architecture
and tenancy model, 5. Governance and demand/supply management, 6. Cloud deployment model, 7.

Integration and provider strategy and 8. Pricing structure.

Based on these conceptual level approaches of the SaaS business model that were discussed above,
the following chapters pinpoint the characteristics of SaaS identified by various studies. The findings
are categorized to approach SaaS as a service property, SaaS as a deployment model, SaaS as a pricing

model, and SaaS scalability, and the last section collects the Challenges of the SaaS business model.
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2.2.1 SaasS as service property

SaaS providers apply different configurations. The SaaS distribution model is based on a continuous
customer relationship between the software provider and customer, the software provider extends its
responsibilities beyond development activities to operating and maintaining (Stuckenberg et al,
2011). Customization and configuration can be done only at the level that the vendor enables it
(Benlian & Hess, 2011).

The expectation of service software is the compatibility with other software, that links SaaS-
discussion to platforms and ecosystems. The customers expect service-based software to adapt
compatible technical standards and common protocols, and that to provide opportunities for

collaboration across various software applications (Ma, 2007).

Exit costs play two opposite roles in the competition. On one hand, they increase the SaaS vendor’s
lock-in power and allow the vendor to extract more surplus from existing users, on the other hand,
they reduce the attractiveness of the SaaS and may scare away potential users at the beginning. (Ma,
2007).

For the customer, the benefits of SaaS are mainly focused on the benefits of outsourcing in general:
better focus on core competencies, easier access to technical expertise, and predictable and/or lower
costs. These benefits are though serving the customers that are SMEs from non-IT-industry, since
those can be only achieved if the service provider has the higher skills and infrastructure. (Séaksjarvi,
etal., 2005, p. 182).

Benlian and Hess (2011) found that SaaS adopters face challenges and perceive risks in the
performance, quality, and loss of innovative capacity. The SaaS providers should not overwatch the
potential to improve their service experience and target higher quality by also helping their customers

to overcome Internet-related problems that might affect the experienced quality and availability.

Distribution strategies of the SaaS business model are one service property characteristic to be
identified, the types being typically on-premises, cloud, and hybrid. Luoma et al. (2018) suggest
that software product companies’ approach to SaaS offering with product orientation, without
customer-specific work, whereas software services companies offer standardized but more complex
applications with required additional services, such as modifications, training and integration. Both

categories configure their business models accordingly. (Luoma et al., 2018).
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2.2.2 SaaS as deployment model

Multi-tenancy, access through browser and adoption of service-oriented architectures are also
common (Stuckenberg et al, 2011). As a business model SaaS aims at economies of scale by serving
as many customer organisations (=tenants) as possible using as little computational resources as
possible in a shared manner (Makki et al. 2018). The main benefit of SaaS model for the service
provider is the economies of scale both in production and distribution and predictable cash flows
(Saéksjarvi et al. 2005, 183). The predictability provides economies of scale from the data center
perspective, where the constant need to increase the data center size can be reduced. (Benlian & Hess,
2011).

More substantial than if the core offering is product or software services the standardization of the
offering and adoption of cloud technologies is driving towards the SaaS business model (Luoma et
al. 2018). Most SaaS providers offer multiple versions that are designed and priced based on
consumer value metrics (Saltan & Smolander, 2021b). On the other hand, SaaS companies often
provide additional services. Despite the company orientation being software product or software
services the transformation by standardizing the core offering and adopting cloud technologies drives
towards SaaS company. The software-related additional services though differ: software product-
based companies embrace a cost efficiency approach, whereas software services-based companies

focus on customer intimacy. (Luoma et al. 2018).

The multi-tenancy enables the economies of scale through the product management and update costs
since the provider does not need to make any client-specific investments in the software upgrades and
updates. (Benlian & Hess, 2011).

As the customer need remains the same despite the software delivery model, SaaS software often sets
some limitations for the customer to overcome: unfit costs. The unfit costs, the effort that customer
need to face while running their process with selected software, affects the customer relationship, and

reducing the unfit costs should be a priority for the software provider. (Ma, 2007).

Ma (2007) suggests that customer need remains the same despite the software delivery model, but the
cost structures and risks vary. The relative economic advantage of the SaaS business model increases

in the form of decreasing unfit costs, and users expect to have reduced unfit costs when using SaaS
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software. With the term unfit costs Ma (2007) refers to the efforts that users are facing while running
a process with the software, whether it is present in the daily activity or for example as part of
deployment or exit. As a solution to reduce the unfit costs should be a priority for SaaS providers,
and that can be improved by compatibility with other systems, using open language and proper
modular structures, adopting standards and protocols and so forward. In practice, this has resulted in

platform solutions and marketplaces.

Lower total cost of ownership, more flexible IT management, easier entry to new markets, and
tapping into competitive business ecosystems help the customer to succeed with SaaS software (Jarvi
et al. 2010). Based on Yangyang et al. (2021, 602) the higher customization costs make on-premise
less attractive and increase the drive for customers to use the SaaS version. On the other hand, the
increasing unfit costs drive customers to choose the on-premise over the SaaS version (Ma, 2007).
Also Makild et al. (2010, 123) name the business benefits of SaaS such as low implementation cost,
fast sales cycle, fast deployment, and flexible pricing that fits the customers' perceived value. On top
of the immediate value, the continuity of the customer value creation is not seen as easy to capture,

and requires eg. continuous novelty and efficiency. (Saaksjarvi et al., 2005)

The benefits of SaaS model to the customer are shorter application implementation time (caused by
sourcing network), the elimination of software version management and the possibility to get

aggregated package of software from the same vendor. (Saéksjarvi et al., 2005).

The risks and limitations of the SaaS model for customer can be assessed in a deep level from
addressing traditional outsourcing risks in general. Benlian and Hess (2011) evaluated the similarities
and differences and found some variation. On top of the security risks, that were the most crucial
factor, the performance and strategic risks are major factors affecting the perceived risk, indicating
that the loss of innovative capacity and potential system outages or Internet network instability are
considered major SaaS adoption risks. Their study revealed that the promise of lower total ownership
cost is questioned among the ones who do not adopt SaaS, but the ones who are adopting SaaS are

inferred to be satisfied with the SaaS economics. (Benlian & Hess, 2011).

2.2.3 Saas pricing model

A pricing model that is based on a continuous service relationship, where the pricing is usually based

on time or usage-dependent metrics, and the subscription fee covers the maintenance and support fees
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as the subscription is ongoing. (Stuckenberg et al, 2011). The contract design can be used to enhance
the competitive advantage. Lock-in advantage is achieved by contract design, typically either with
existing costs or long term contract periods. (Ma, 2007). Flexible pricing that fits the customer's
perceived value adds up the temptation of SaaS software from customer perspective (Mékilé et al,
2010).

Also, economic access to valuable software applications at any time and from any place is benefit for
the customer. For the service provider, the most recognized benefits of the SaaS model for the service
provider are the economies of scale both in production and distribution and more predictable cash

flows compared to the traditional software license sales. (S&éksjarvi et al., 2005).

The pricing of the software has been found to play an important role in ensuring the success of the
SaaS business model. (Saltan & Smolander, 2021a). SaaS companies are pricing their products by
relatively similar approaches and providers seem to have a shared vision on how SaaS solutions
should be priced. The pricing practices still vary among the providers, but the shift from selling

products to selling services has taken place. (Saltan & Smolander, 2021b).

Uniforming the core offering and pricing across customers and increased sales activities are common
for SaaS software companies. (Luoma et al. 2018). The findings from Luoma et al. (2018) support
that the software market in general has changed during the last years, and the activities and revenue
logic are affected by environmental dynamisms. The increased sales efforts and longer contract
periods exist despite the other characteristics, and companies seek to decrease their customer-specific

activities.

Popp (2011) analyzed software industry business models, typifying common and emerging business
models into a framework. When applying the framework to three large software companies (SAP,
Microsoft, and Google) SaaS was identified as an emerging business model where the main business
model and revenue source were somewhere else (like software as a product business model, revenue
from maintenance and support, partner ecosystem, advertising). Typical pricing models of SaaS are
1. Revenue from a product: Subscription, In-app purchases / Freemium, Perpetual license, Usage-
based, 2. Revenue from services: Support, Customization, and 3. Side revenue: Ads, donations etc.
(Popp, 2011).
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2.2.4 SaasS scalability

The SaaS research shows that companies are able to meet the technical capabilities of SaaS, which
includes the scalability factors (e.g. Mé&kild et al. 2010, 123.; Valtakoski & Ronkko 2010, 8-10). Also,
Stampfl et al. (2013) divide the business model scalability into two sections: conceptualization and

realization.

Many of the successful SaaS providers have strong backgrounds in software industry, where SaaS
has been utilized as an emerging business model, while the main revenue source is completely
somewhere else (Popp, 2011). Valtakoski & Ronkkd (2010, 8-10) found that even though the
company identifies itself as product company the business model is in fact more development services
than SaaS. (Valtakoski & Ronkkd, 2010). Based on Mékilé et al., (2010, 123) the technical capability
and maturity of the company’s product are met with SaaS criteria, but the business model does not
fully follow the SaaS characteristics, in one way or another, even when the company identifies
themselves as SaaS provider. (Makild et al. 2010, 123).

On the other hand the SaaS research shows that companies are able to meet the technical capabilities
of SaaS, that includes the scalability factors (e.g. Mékilad et al. 2010, 123.; Valtakoski & Ronkko
2010, 8-10).

2.2.5 Challenges of SaaS business model

SaaS has been a trending topic and very popular, especially in the startup scene. Still, the
implementation of SaaS as a complete strategy covering both the product and the business
strategies/perspectives is extremely challenging, maybe even impossible for young companies that
are starting from the idea/seed level. From the software provider perspective SaaS concept is proposed
to be realistic only if the provider is able to offer immediate customer value. (S&éksjarvi et al. 2005,
185). Many of the successful SaaS providers have strong backgrounds in the software industry, where
SaaS has been utilized as an emerging business model, while the main revenue source is completely

somewhere else (Popp, 2011).

It is popular for young software product companies to consider themselves as SaaS providers. Still,
that does not secure the adaptation of SaaS as a business model nor does not tell the level of

productization of their product. Valtakoski & Ronkko (2010, 8-10) found that even the company
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identifies itself as product company the business model is in fact more development services than
SaaS. (Valtakoski & Ronkkd, 2010).

Based on Makild et al., (2010, 123) the technical capability and maturity of the company’s product is
met with SaaS criteria, but the business model does not fully follow the SaaS characteristics, in a way

or another, even when the company identifies themselves as SaaS provider. (Makila et al. 2010, 123).

Séaksjarvi et al. (2005, 184) states that SaaS model does not seem to be a coherent business model
from the risks and benefits analysis point of view. Customer value is not realistic for the service
provider to accomplish alone. In order to meet the customer benefits, providers need to cover an
extensive palette of competencies; software, complements, infrastructure, customer service,
management, etc. The customers “risk free, high benefit” -solution means that the provider need to
manage multiple risks and overcome many issues, and that builds up as high entry barriers. The
research suggests that SaaS concept is proposed to be realistic only if the provider is able to offer
immediate customer value. In order to make it a sustainable business, customization and lock-in might
be required. The fruitful potential relies on well-coordinated and managed collaborative network
arrangements that could build the SaaS supplier network that would provide an efficient lock-in
mechanism, continuous novelty for customers, versatile revenue models, and sharing the risk among

the players of the network. (S&éksjarvi et al. 2005).

In their explorative model, Stampfl et al. (2013) divide their framework to two sections:
Conceptualization and Realization. Based on other research, many companies fail to achieve the

scalability on business model side.

Sadksjarvi et al. (2005) questions the whole SaaS model from the business sustainability point of
view. The customer is looking for immediate value which in return means high entry barriers for
service provider. The economies of scale both in production as well as distribution sounds easy on a
paper, but in order to achieve these benefits, the volume must be met with the product-market fit, the
customers must be deployed and served efficiently, and they need to stick long enough to make the
customer lifetime value to pay off. For the customer the benefits of SaaS model are more, and often
the customer seeks for getting more with less when choosing SaaS over the traditional software. That
decision comes with the cost of limited possibilities to customization, possible long contract periods
and shared ownership — the potential risk of sharing can be met in terms of availability and

performance as well as security. (Sééksjarvi, et al., 2005, p. 182).
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It can be stated that software companies are able and decide to provide their software product as a
SaaS -tool (fulfilling the technical characteristics of SaaS), they are able to distribute it as SaaS
(selling license subscriptions), but most of them are failing to utilize SaaS as a business model.
(Makila et al. 2010, 123). For the customer the benefit of SaaS is in the product and its cost efficiency,
so customer is able to get the benefit of SaaS even if the provider does not implement SaaS business
model. But for the provider the benefit of SaaS is the economies of scale. If provider is not able to
implement the business model and achieve the economies of scale, the customer still has all the

benefits but provider has none.

Actually the service provider often faces the risks of SaaS model, when customer risks are met more
rarely. Saaksjarvi et al. (2005) nominated the top four risks of SaaS for service provider: 1) difficulty
to manage the complex network of suppliers required for integrating the product and service
businesses, 2) reduced software application turnover when moving to the SaaS model (service fees
instead of license and consultation fees), 3) possible performance and scalability problems depending
on the technical solution, and 4) high initial investments when starting the SaaS business. (Sa&ksjéarvi,
et al., 2005). The affect of large corporations utilizing the SaaS as the distribution strategy for their
software challenges the new entrants, who need to battle the high entry costs and investments
(Valtakoski & Ronkkd, 2010).

Even if the company fulfills the fairly wake characteristics of SaaS, the need for customization and/or
deployment services exists. Even if the company can be identified as pure SaaS, 20% of the revenue

share comes from customer adaptation and tailoring (Mé&kil& et al. 2010, 122).

Software-as-a-service is recognized as a potential and widely adopted software distribution model,
where the configurations vary, but common and shared elements can be identified (Mékila et al.
2010). The popularity of SaaS is not surprising as it provides customers with multiple benefits, but
service providers are at times struggling in the deployment of the SaaS business model and despite
unable to accumulate the fruits of it, that are mainly in the economies of scale (Makki et al. 2010;
Valtakoski & Ronkkd, 2010; Saédksjarvi et al. 2005). The affect of large corporations utilizing the
SaaS as the distribution strategy for their software challenges the new entrants, who need to battle the
high entry costs and investments (Valtakoski & Rénkkd, 2010).
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3 Methodology

This chapter presents the methodological decisions of this research. The research question RQ1:
“What are the key factors effecting business model scalability of Software-as-a-service -business?”
is explored by semi-structured interviews. The case company representatives are being interviewed
based on the frameworks that were previously identified from the literature. The interviews approach
the possibilities to develop the scalability by first revealing the current state and with a discussive

analysis of what could be re-invented in order to develop the scalability.

The empirical part of this thesis research is a case study, conducted in a Finnish software company
that identifies itself as SaaS-company. The case company has been operating for eight years and has
been actively developing its business model in order to achieve the benefits of scale. The case
company software product is a tool for asset management. The product has multiple features and
functionalities that serve a wide range of experts in the domain of asset management. The software is
distributed based on a license fee and fully delivered and used through a web-browser. The license
fee covers the usage and maintenance, basic level deployment, and support. Additional services are
offered as part of the sales process which is a combination of solutions sales and inbound sales. The
company has customers mainly from Finland, Sweden, and Norway and they have aimed for new
market entries across Europe. The market entries have been done mainly geographically targeting to

certain areas, but they have experience also in market entries to different segments or customer needs.

The case company’s interviews are used to explore the scalability factors of the software-as-a-service
business. The semi-structured interviews are structured based on the business model scalability -
frameworks that were identified in the literature. After the interviews and analysis, the case company
is provided with a workshop where the literature findings, interview results, and analysis are
presented, and suggestions are identified. The result of the research formulates a template to be used

as an analysis framework for other case companies.

This part of the study first presents the research design, including data collection and analysis. The
next section presents the case company, that has decided to keep anonymous in order to secure the
business value and privacy. The basics and current state of the case company are presented to provide
the reader with an overview of the case company’s characteristics. In the end, the results are presented

and discussed.
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Data collection: Interviews

The design of the data collection requires preparation as it directly contributes to the quality. The
selection of interviewees has a significant role in preparing the study (Kvale, 2007). As the literarture
review revealed, the scalability of the business model affects all departments and processes of the
company, the interviews represented different process owners and team leaders of each team. At the
time of the interviews, the case company had four teams: management, customer experience, sales
and marketing, and product development. On top of these cross-team process owners were
interviewed from customer delivery & deployment and strategy & growth. In total seven interviews
were held, which can be considered a small amount. On the other hand, the optimal number of
interviews varies, but as the interviews are time-consuming Kvale (2007) suggests the focus should
be not on the amount but on the quality of the interviews and their analysis. That was the selected
approach. During the interview process, the responses started to reach saturation, and the overall

image of the company situation felt coherent.

The interviews were semi-structured, and the length of the discussions ranged from 45 minutes to 75
minutes. In the beginning, the research topic was presented and the main concepts, business model,
scalability, and business model scalability, were introduced to the interviewees. Already at this point,
some of the interviewees wanted to contribute and give their points of view for the terminology. The
interviews were twofold: the first part focused on validating the scalable business model concept that

was drawn from the literature, and the second part focused on the company’s current situation.

The literature review guided the interview design, which was used to draft the skeleton for the
interviews. The interview structure (Appendix 1) was first formulated based on the themes of the
literature, more specifically based on the frameworks by Stampfl et al (2013) and Nielsen and Lund
(2018). On top of the thematic planning also the order was planned, but if the discussion naturally
covered the content of the theme and sub-theme, the questions were not specifically referred again.
As the interviewee selection was done purposefully, the interviews were discussive. The interview

structure is presented in Appendix 1.

Interviewees are representatives of the case companies. Later they will be referred to with the title as

below:



Person 1:
Person 2:
Person 3:
Person 4:
Person 5:
Person 6:

Person 7:
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CEO, Co-founder, sales team lead. 8 years within the company. Later “CEO”.

Product owner, Customer experience team lead. 4 years within the company. Later “PO”.
Co-founder, strategy and growth lead. 8 years within the company. Later “SGL”.

CTO, Co-founder. 8 years at the company. Later “CTO”.

Product development team lead. 6 years at the company. Later “PDL”.

Delivery & Deployment process owner. 4 years within the company. Later “DDPO”.

Sales and marketing process owner. 5 years within the company. Later “SMPO”’.
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4 Results

This chapter presents the results of literature review to answer the research question RQ2: What is
SaasS business model? The research question directs to purely focus on Software-as-a-service
business model to understand the role of scalability elements there might be within the business
model itself. After addressing the literature review results the empirical findings are presented to
answer the RQ1: “What are the key factors effecting business model scalability of Software-as-a-

service -business?”.

The results of the interviews are mirrored against the frameworks that were identified from the
literature review to describe business model scalability. The nature of Software-as-a-service -concept
is pointed out as the interviews highlights its importance, but as a default thought the SaaS -concept

itself is not touched in the results — nor in the interviews either.

The interviewees did all identify and describe the case company’s business model to be Software-as-
a-service. When asking why they would describe it SaaS, the representatives referred to the pricing
model that is license based, and their software products technological solution that is cloud based on-
demand. Delivery and deployment PO (DDPO) and Sales and marketing PO (SMPO) described the
SaaS characteristics to be found from distribution model and SMPO did also reveal that the processes
for sales and marketing are planned to support the logic of economies of scale that she saw typical

for SaaS-companies.

The explorative model of business model scalability by Stampfl et al. (2013) and the framework by
Nielsen and Lund (2018) are used for presenting the results next. In the interviews the current state
of the business model was revealed through the discussions to further elaborate the possibilities to

develop the scalability of the business.

4.1 Technology

The scalability of technical infrastructure is one of the elements to contribute to the scalability of the
business model, the software should be developed to be prepared for exponential user growth in
advance. It comprises the system’s capacity to support more users without a noticeable decline in

performance. (Stampfl et al. 2013).



44

The interviewees approached technological scalability from different perspectives. Person 4 stated
that the company has been at times struggling with the balance of the server space and being prepared
for heavy load. The company has established load management processes and they have a process for
continuous performance improvements. As the user base has been growing the performance has at
times been an issue that customers have reported. These performance improvement requirements have
been taken seriously and improvements have been done also as a “hot fix” to save some customer

relationships.

It has not been possible from the resourcing manner (financial, knowledge & capabilities, working
time) to always build the software from a technical scalability perspective. This has resulted in issues
such as compromised customer relationships, adhoc improvements that hazard the product
development and have required rewriting the software. As a solution, the process for performance
improvements has been developed. In the process, the performance of the software is monitored.
Based on the monitoring the performance leaks are pointed out, potential improvements are planned
and those are prioritized and handled as their own product development flow. The goal is that

performance is improved continuously during each iteration.

The product development team lead (PDL) stated that the biggest threat to technical scalability is
customization. CTO identified customization to harm the technical scalability but named the
productization process and new market entries to cause the major of the technical scalability

weaknesses, that could be avoided with better planning and more resources.

“We have developed some special features or accommodated a bit of custom use case for some
customers, that have been willing to buy the software and pay for the custom work. Then comes the
next customer with the same wish - or as even more commonly — with the same requirement, but with
a bit more extra twist. It is easy for sales to sell the same solution to the second and third customer,
but if the implementation has not been planned to be default part of the product, it will sooner or later

cause constraints for the technical scalability.” - CTO stated.

The case company has been driving growth both from vertical and horizontal markets, whereas
horizontal growth — growth to new markets and customer segments is the current growth strategy for
the company. The vertical market growth requires often the least changes in the cloud business

context, whereas horizontal growth often reveals the need for product changes to accommodate local
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customer needs (Juntunen et al., 2018). The interviewees' Strategy and growth lead (SGL) and CTO
said that they have been struggling to identify the market-specific needs and as the market expansion
has been often done with “big whale”-customers as market entries, the effect of one customer has
been playing a big role in the market modifications, where in terms of scalability more defined market
research would have been supporting the expansion better, since the required product adjustments

should have been planned in advance for the best technical scalability.

The product management and productization process of the software product has affected the
technical scalability and has set some barriers for the product and vice versa.

In sales and marketing the technical scalability affects the customer acquisition and sales attributes.
The interviewees mentioned the data security to challenge the customer acquisition, especially in
cases where larger companies are changing their on-demand -software to a SaaS solution as they need
to adapt their practices. The role of security threats was also identified by Benlian and Hess (2011)

as a SaaS adoption attribute.

On the other hand, the technical scalability is a great sales attribute to companies as it enables cost-
efficient solutions, interviewees CEO and SGL mentioned. It is common that companies implement

the software gradually for example one process at a time or one department at a time.

Automation of processes

The role of automation and technical scalability of the company itself serves the economies of scale
in terms of internal performance improvements and reduced fixed costs, that are gained through lower

personnel intensity and human resource intensity (Stampfl et al. 2013, 234).

When asked about the automation of processes, all interviewees agreed that it contributes to the
scalability but is challenging and requires maintenance. “It is a bit of a battling act when building the
processes from the scalability point of view: how many times you can do the process manually within
the same time frame that it takes to set up the required technical solution that would do the work

automatically. And once that is set up, when do you need to do changes?””, DDPO stated.

In the product development team process automation is utilized for product release processes (such
as health checks) and certain workflow management is utilized as part of the daily operations. The

development team uses third-party tools — SaaS software as well — in their operations and that has
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been found to be cost-efficient and save time and resources for more productive tasks. SGL and CTO
agreed that the level of automation within the development team is at a fairly good level compared to
other teams and the resources are mostly spent on productive tasks. CTO continued to ponder the
reason to be found from the nature of the development and the available tools and practices, that are

cost-efficient to utilize even for a small team as they are.

The sales and marketing team has acknowledged the potential of process automation to contribute to
scalability, but the utilization level of automation is not great. “We have a lot of plans and ideas on
how to benefit from technological automation and how to utilize different tools to generate leads and
in the end sales, but the implementation is difficult” — SMPO stated. Implementation of the
automation requires a lot of work and is labor intensive, and the company has not been able to dedicate
enough resources to build the automation. “The process automation makes sense when you have a
critical mass that you directly know will benefit from the solution that you spend time on. But in our
case, it feels that we are still in the learning process and you should be able to do efficient testing in
the marketing and sales. It does not pay back to set up all the settings and then use them all the time
to keep them up to date.”, SMPO said.

“I hope that the automation would be the baseline for everything, because that way we would not be
in this situation that the automation feels of a too big job to get utilized” - DDPO summarized the
current state. Automation of processes could be better utilized in sales and marketing, where the tools
for marketing automation are taken into use, but currently, lead generation requires manual

monitoring and work.

The strategy and growth manager (SGL), of the company lifted the customer experience process,
including user onboarding, training of users, and technical support to underutilize the technological
possibilities. He stated that this causes major costs to the company as they have not been able to
automate the user onboarding and training process, and the daily working time is spent on basic
support that could be delivered automatically. “There is a lot of room for performance improvements

in the CX processes, and that is where we would see it important to invest resources to.”

Summary:
Each interviewee identified strengths and weaknesses of their capabilities on technological
scalability. The interviewees highlight challenges related to server space, load management, and

performance issues as the user base grows. They mention the development of processes for
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continuous performance improvements as enhancing scalability, whereas addressing issues through
hotfixes to harm the scalability, even though those are done to maintain customer relationships.
Customization is identified as a threat to technical scalability, as accommodating unique customer
requirements may hinder scalability without proper planning. The company's growth strategy
includes both vertical and horizontal expansion, with horizontal growth posing challenges in adapting
products to local customer needs. The product management, productization, and technical scalability

is challenged by sales and customer acquisition.

Interviewees recognize the significance of automation and technical scalability in achieving
economies of scale by improving internal performance and reducing fixed costs, particularly in terms
of lower personnel intensity. The interviewees agree that process automation contributes to scalability
but is challenging and requires maintenance. The product development team successfully utilizes
process automation for product releases and workflow management, using third-party SaaS tools to
enhance efficiency. In contrast, the sales and marketing team recognizes the potential of automation
but struggles with implementation due to labor-intensive work and resource constraints. The
underutilization of technological possibilities in the customer experience process is acknowledged,
emphasizing the need for investment in automating user onboarding, training, and basic support to

improve efficiency and reduce costs.

4.2 Cost and revenue structure

Web-based business models are in general preferred since those generate revenues early on and fixed
costs are low. (Stampfl et al. 2013, 235). Despite the optimal business model having relatively low
fixed costs and a scalable revenue structure, the company has not been able to reach the level of
economies of scale that would secure the monthly recurring revenue to cover the fixed costs and

required resources to enable growth.

“We would like to sell only the licenses, but our customers almost always need some additional
services — they aim to outsource the whole package and do not have IT knowledge within their
company. That is not scalable, but we have been trying to do our best to make services also scalable.”

— Product owner (PO) said.
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Part of the previous services selling has been productized and is nowadays also delivered to the
customer with a monthly fee. This approach has been utilized quite actively in the company, where
some feature is first sold and delivered to the customer or bundle of customers, who pay a one-time
fee for the development. Later on if the same need is faced with more customers, the feature is
productized. This productization process consists of improving the scalability of the feature
technically, but also evaluating its business potential, defining the pricing and generating support
materials as well as providing required materials for marketing and sales. “Being able to reduce
customer-specific work and on the other hand productize the custom solutions that we have already
developed is something we seek to utilize during the near future in order to improve the scalability.”

— SGL said.

Summary:

Interviewees did identify challenges in their utilization of optimal SaaS revenue structure. The ideal
business model involves low fixed costs and a scalable revenue structure; however, the company
struggles to attain the necessary economies of scale for covering fixed costs and facilitating growth.
The preference of customers for additional services hinders the scalability. To address this, the
company has started productizing some services, turning them into monthly fee offerings. The
company aims to reduce customer-specific work and leverage productization to enhance scalability

in the near future.

4.3 Adaptibility to different legal regimes

Going global relatively easily is named as one of the main benefits of web businesses, but
internationalization is still a barrier to overcome (Benlian & Hess, 2011). The adaptability of the
software and company's business model is challenged when entering new markets. Compatibility with
the legal requirements of various market areas is crucial in order to expand the business globally and
it requires a certain level of flexibility from the business model too. Accommodating the legal regimes
is an effort that takes work and resources, and can threaten the scalability very strongly, constrain the
scalability, and make it expensive. On top of the direct legal requlations, the business model and
software adaptability is challenged by the cultural and lifestyle type of differences. What works

perfectly in one country, might not be even an option in another one. (Stampfl et al. 2013).
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This phenomenon has been challenging the case company. “It has been surprising over and over again
how challenging it can be to adapt to the local customer requirements, and we have still been operating

only within Europe.” — CEQO.

“We have done most of the market entries through large corporations, but those cases are really
demanding and not maybe the optimal in terms of scalability and business model. But those secure
income and enables you to get the required financing to accommodate market-specific needs to the
product.” — CTO.

It has been challenging for the company to evaluate market-specific requirements from customer-
specific requirements. “Every customer assumes their way of operating is the regular one. Or actually
it seems to occur that when the customer thinks they have some special case, we usually got it covered,

and if they think they have the basic case, it too often ends up to be something unique.” — DDPO.

The most common adaptability requirements are a embody of software product type being data
intensive. The industry has been slow to digitalize and adapting to latest trends and technologies is
not common. That challenges the case company to face adaptability issues also in terms of technology
— to which level it makes sense to be compatible with some really old and outdated technology that
are about to die? “As the most common service need of our customers is integration to some other
system, either one time or continuous, we need to evaluate the potential of the integrations carefully
in order to decide what kind of solution we should provide and what is the scalability potential of the

integration.” — PO.

Summary:

The company faces difficulties in entering new markets due to the need for compliance with diverse
legal requirements, posing a threat to scalability. The adaptability of the business model and software
Is also strained by cultural variations. The company expresses surprise at the challenges even within
Europe and notes the demanding nature of market entries through large corporations, despite being
less optimal for scalability. The company struggles to differentiate between market-specific and
customer-specific requirements and faces challenges in evaluating adaptability, particularly in the
slow-to-digitalize industry. The need for compatibility with outdated technology further complicates

technological adaptability.
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4.4 Network effects

Stampfl et al. (2013) found “critical mass” and “going viral” to be considered with regard to
scalability. In some business models, critical mass is the key to achieving the benefits of scalability.
Going viral on the other hand can act as a strategy to scale the business fast and generate the network
effects. Network effects (the more the users, the more attractive the product/service is) are a
scalability factor that can turn from a positive supporting effect to a negative inhibit effect, or vice
versa. The speed of user loss increases exponentially with each user who cancels their account.
(Stampfl et al. 2013).

The network effect is especially interesting in the B2B context and young SaaS companies that have
a few customers. “Already one large customer company might affect the network effect itself.” Person
1 said. The company has done multiple market entries by acquiring one or a few large corporations
as a customer from a new target market. “The impact on coming out with the news of a new customer

who is well known in the market has a positive effect and often results in new leads” SGL pointed.

The role of one larger customer might have a huge effect on the number of users, but also affects
product development (they are more likely to get the direction they want). “Unhappy to say, but too
often we change something because the customer company is so big that we think they know better”,
PDL said.

If a large customer with multiple users is unhappy, that affects a lot. If they leave, the effect is
enormous. On the other hand, the internal usage activity and user experience on top of the customer
experience have a value in network effect, when the company is large. “We try to pay attention to the
usage metrics of the large companies and also serve them with statistics”, DDPO said. Often
companies are also looking after the software decisions that other (competitor companies) are using,
and smaller companies and new companies are benchmarking the tools and softwares that large
companies have chosen. The network effect of one or few customers can be enormous, and the

consequences of it to scalability are multifaceted as presented already before.

“The effect of customer stories in the marketing and lead generation is important, especially to the

target group of small companies that we need to get the market volume. It feels that smaller companies
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are often benchmarking larger corporations, so when we can provide them with the information that

our product serves their competitor, they feel that it could serve their needs as well.” - SMPO.

Network effects were found to overlap with the dimensions of the framework by Nielsen and Lund
(2018) and the same themes were popping up in the interviews for Network effects as for “Creating

a platform” and “Removing capacity constraints” depending on the interviewees perspective.

Summary:

The network effect is especially interesting in the B2B context and in young SaaS company who is
having a few customers. The role of one larger customer might have a huge effect on the number of
users, but also affects the product development (they are more likely to get the direction they want).
If they leave, the effect is high. If a large customer with multiple users is unhappy, that affects a lot.
On the other hand the internal usage activity and user experience on top of the customer experience
have an value in network effect when the company is large. Often companies are also looking after
the software decisions that other (competitor companies) are using, and smaller companies and new
companies are benchmarking the tools and software that large companies have chosen. The network
effect of one or few customers can be enormous, and the consequences of it to the scalability are

multifaceted as presented already before.

4.5 User orientation

Simple business models that can provide a solution to a real problem and are built around existing
user knowledge will scale more easily. In order to solve a real problem, the problem needs to exist,
and the solution needs to fit and find the one who is actually facing the problem in their life. On the
other hand, the number of people facing the specific issue is essential for the scalability.
Understanding the user, its problem and current knowledge, is the key to developing simple and clear
solution, and that makes it attractive enough. (Stampfl et al. 2013, 238-239).

The user orientation term at first introduction did not sound familiar to the interviewees, but opening
the description shed more light on the topic and guided the interviews to discuss more detailed about
the product roadmap and product development. As a topic, this was also one to have the most division

between the different interviewees, where others saw the level of user orientation to be in a good level
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and contribute to the scalability (CEO, SGL and DDPO) whereas others thought the product
management has not been successfully contributing to the scalability. “Our product has a bit too many
functionalities that are a must for different customers, so we really need to prioritize the development

resources and decide which customers to please the most.” - PDL.

The ability to solve a real problem and the market size of customers facing the problem contributes
to the scalability (Stampfl et al. 2013, 239). Company representatives agreed that the product has
potential in their target markets. “I reckon we have identified a real issue, but the solution that we try
to provide to the problem is not perfect, and it would be tempting to say that customers know what

they want, but they are not willing to give what it takes to achieve the end result.” - SGL.

The importance of market education has a big role in the companys field of industry. “We have had
some very fruitful customer relationships that we have invested in time and effort to really educate
the customer and educate the users and that has resulted in gratified customers that our product has
really made the difference. But unfortunately, we have not yet been able to achieve that with all the

customers and make the market education to scale.” - DDPO.

Summary:

The current state of customer knowledge varies between the interviewees. The user and customer
knowledge is complex and the company is not sure if the product is really valuable or not. The ability
to solve real problems and the size of the customer base facing those problems are identified as key
contributors to scalability. Market education is highlighted as crucial in the industry, with successful

customer education resulting in satisfied customers.

4.6 Scalability factors by Nielsen and Lund (2018) model

The model by Stampf et al. (2013) has partnerships as a moderating effect on company growth and
investor attractiveness, but not directly on scalability. The model by Nielsen and Lund (2018) has the
stakeholders and partners represented as more crucial contributors to scalability. The perspective

holds that customers do marketing and competitors become customers.

4.6.1 Enriching value propositions
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The value proposition is partly unique: there are no direct competitors in the SaaS market, but multiple
in the software market. In that sense, even one of the large on-demand service providers deciding to
come up with a SaaS offering would harm the potential a lot. “Compared to our indirect competitors
we are selling product, not man-hours. But that is challenging as our customers are used to buying

man-hours.” CTO said.

The case company has been able to have some fruitful partnerships that have enriched the value
proposition without hurting profits as named by Nielsen and Lund (2018). Partnerships have been
utilized successfully for integrations, that enables additional value for customer in terms of some
process being handled smoothly. Integrations between two software require a lot of maintenance and
are not profitable business to be provided by the case company itself. “We are not keen on providing
additional services, so we always search for alternatives. Unfortunately, there is not too many
practitioners that would be willing to provide for example software integration between our software

and some other software and we end up doing it ourselves”, PDL says.

Summary:

In the field of industry where the company is operating their business model is unique as such, but
challenges arise as customers are accustomed to purchasing man-hours rather than products. The
company has successfully formed partnerships that enhance its value proposition without
compromising profits, particularly through integrations that provide additional value to customers.
Despite a reluctance to offer additional services, the company often ends up handling software
integrations internally due to a limited number of external practitioners willing to provide such

services.

4.6.2 Removing capacity constraints

The case company is operating in a software business that is typically resource-intensive when it
comes to personnel. Another capacity constraint is technological capacity. The resource intensity at
the beginning when developing the software in advance has been really demanding, and still, the
company is developing the product intensively, resulting in issues with capacity constraints. The

technical capacity constraints have been easier for the company to remove.

The case company has been actively seeking for partnerships. “We have been looking for potential

partners when entering new markets, for example, new market areas or some target group.” — SMPO
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said. The company has partners that are their sales representatives for certain market areas. The sales
partners have knowledge of the local market needs as well as language skills and partnership is
utilized to also get market feedback for product development. External sales representatives are
beneficial for case companies and has enabled the company to outsource and patch the personnel need
for specific language skills for example. On the other hand, the company acknowledges that their
sales process in general is currently too resource-intensive. “In terms of SaaS principles, we should
be able to put less effort into sales, but neither the product nor the customers are ready for that yet.
Utilizing partners as part of the sales effort has been a good decision for us to reduce the resource

intensity with outsourcing.” — CEO stated.

“We have different kinds of partners and a couple of so-called partner programs, but still the number
of partnerships is not that large, so we are still developing also that process” — SGL said. Another
collaboration type is a partnership with other software providers. The type of software being data
intensive generates the need for integrations and in order to provide integrations to customers requires
collaboration. “Sometimes partnering up with another software provider has been really successful in
terms of finding new customers and also having happy customers when the solution fulfills some use
case as a whole and we can offer a solution together.” — DDPO found. Partnerships are though quite
resource-intensive. As a small player we usually partner up with larger companies, and for us, the
role of the partnership is more crucial than for the other company. So, we need to be active.” — SGL

summarized.

Summary:

Despite the demanding nature of product development, the company actively seeks partnerships to
mitigate these constraints. Partnerships are sought when entering new markets, with sales partners
acting as representatives for specific areas, providing local market knowledge and language skills.
This collaboration also facilitates market feedback for product development. The company
acknowledges the current resource-intensive nature of its sales process and emphasizes the need to
reduce this intensity through outsourcing and partner utilization. The interviewees highlighted
ongoing efforts to develop and expand partnership programs, including collaborations with other
software providers for successful integrations. While partnerships prove beneficial, the resource-
intensive nature is acknowledged, especially as a small player collaborating with larger companies,

necessitating active involvement to ensure the success of these collaborations.
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4.6.3 Creating a Platform

The next characteristic by Nielsen and Lund (2018) refers to a platform that attracts new partners,
including competitors. This type of activity is not identified to be achieved by the case company, but
they have been contributing as a stakeholder with other platforms. “I think we should have more
muscles in order to be the platform”, PO stated. Person 1 pointed out that the competition in the
platform level businesses has been accelerating very fast: “When talking about successful platforms
the first names are Google and Apple. | think we have the potential to success if we find the right

platforms to join.”

Summary:
The interviewees did not consider creating a platform of their own to be relevant for them at this point
of time. The importance of platforms as a contributor and from the compliance perspective is noted

though and that being a more suitable mode of co-working with the current resources there is.

4.6.4 Change the role of Stakeholders

The role of stakeholders is the last dimension in the model by Nielsen and Lund (2018). The
importance of stakeholder co-operation is highly valued by all of the interviewees but often requires

a lot of resources.

The most potential relies on customer acquisition. “The field of industry that we are operating has so-
called small circles but high exchange on personnel. When people are changing from one company
to another, we try to be active to get to the new company as well”, SMPO said. Customers benefit
from another customer in terms of the product development, where customer requirements are
supportive to each other. “We are constantly learning from our customers and try to utilize the
customer knowledge to help other customers as well” — DDPO found. The company utilizes best
practices and organizes webinars for other customers where they reveal how one customer has solved

some problems.

The partnerships and cooperation with other additional software exist, as presented in the previous
chapters. Those provide two-way value for both parties but especially to customers. There would be

a lot more potential in the stakeholder field to be utilized, specifically in terms of market education
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and leadership roles, that could potentially enable huge growth potential. “As the field of industry is
slowly changing, we would benefit from more tight collaboration with other players in the market
that share the same vision of refreshing the old dust. We would like to, but don"t have the resources”,
CEO said.

Summary:

Stakeholder cooperation is deemed highly important by all interviewees but is acknowledged to
demand significant resources. The primary focus is on customer acquisition and deepening customer
relationships with education and cooperation. Existing partnerships and cooperation with additional
software providers offer mutual value, especially for customers. Despite the acknowledged potential
in stakeholder collaboration, particularly in market education and a leadership role, the company faces
resource constraints hindering more extensive collaboration with other players who share the vision

of transforming the industry.

4.7 Resourcing

On top of the themes in the frameworks, the financing and investors were identified to play a crucial

role and be the roadblock for the scalability of the case company.

Despite the definite technical scalability capability, technology plays a role in the other aspects of
scalable business too. Business growth needs to be financed and especially young firms who seek for
fast and powerful growth (-> scalability) the finances need to be sorted out. Financing through cash

flow only is not often effective enough and might harm the growth. (Stampfl et al. 2013).

A business model that implies low initial costs is attractive to invest in (Stampfl et al. 2013). The
software-as-a-service -businesses require a relatively large resource pool to get the first customers,
as the customers expect the product to be ready and easy to take into use, so the development must
take place beforehand (Valtakoski & Ronkkd, 2010).

The financing of the case company is multifaceted. During the years company has raised funding

from private investors as well as larger investor companies. The company has been negotiating about
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merger with a couple of companies operating in the software technology field as well as their specific

business domain, but so far the ownership of the company has been held mainly on the founder team.

On top of the investment rounds that the company has raised during the years, they have utilized some
loan instruments and benefitted from public funding tools that are available for growth companies.
To date, the company has not been able to reach decent cash flow and the availability of external
financing has been a crucial factor to enable both vertical and horizontal growth options (enhancing
the product or entering new markets). “The role of financing is not only stressful but resource
intensive. It takes time and effort to plan and execute the needed actions to secure the growth
possibilities”, CEO stated.

The founder team (CEO, SGL and CTO) responded to the investment strategy to affect the scalability
of the company throughout the years, other interviewees referred mainly to the latest investment
rounds and financing. As the company needs to secure the investments from external parties, the
investment rounds or external financing often require strategy or a mission — a detailed plan how the
money will be spent and what is the expected outcome. The effect of external money is not only to
secure the employee to get paid but also affects the direction and focus that they have in their daily
work. “To be honest, I reckon the importance of external financing for the success of the company
and even to manage the monthly costs, but it has been sometimes a bit frustrating that financing has
an effect to the direction of the company and then plans are changing and that changes your own job
description,” PDL said. Also, PO referred to the employee's flexibility and patience to be challenged

when the company runs with external financing.

Summary:

The interviewees identified financing and resourcing as the main theme to challenge their scalability,
so it was selected to be discussed as its own. Despite the business model being SaaS, and having the
scalability potential, there has been a struggle to attract investors and collect the required resource
pool for product development in advance. The case company has pursued multifaceted financing,
including funding from private and larger investor companies, negotiations for mergers, loans, and
public funding tools. The availability of external financing has been crucial for both vertical and
horizontal growth options, such as product enhancement and market expansion. The financing role is
described as stressful and resource-intensive, influencing the company's direction and daily focus.

The investment strategy is noted to impact scalability, requiring detailed plans for spending and
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expected outcomes. Employees' flexibility and patience may be challenged when operating with

external financing, affecting job descriptions and company direction.

4.8 Conclusion

The analysis of business model characteristics of the case company was contributed against the
typification by Stampfl et al. (2013) and Nielsen and Lund (2018) which were presented as part of
the literature before. The company is aiming to achieve increasing returns to scale, and they are
evaluating the business potential in terms of market scalability. The target market size is evaluated
by the customer potential and its contribution to scale, the size of the customer is evaluated in terms
of potential users and the effect if the potential customer has as a market leader status and can

potentially attract other companies to get interested.

While conducting the interviews, it was identified that the factors by Nielsen and Lund (2018) did
not resonate with the company representatives as strongly as the factors by Stampfl et al. (2013). The
model by Stampfl et al. (2013) served the purpose of this research better than the model by Nielsen
and Lund (2018). The interviewees found the themes of the first mentioned to suit the conceptual
business model planning and execution, whereas the model by Nielsen and Lund had the themes they
agreed to contribute to the business model scalability, but may suit better for a transition from a
“traditional business model” towards more scalable business model. Especially the themes of the
platform model and changing the role of stakeholders did not seem relevant to the status of the case

company which is still struggling to make its business model beneficial in the first place.

The next table (Table 1) defines the suggestions and finally answers the research question RQ1: “How

to develop scalability of a software-as-a-service -business? ”

Table 1. The development items of the business model of a case company.

Technology - Improve product management to accommodate continuous
performance improvements.

- Improve product management to avoid customization: requires
enhanced customer knowledge especially on market entries.
Requires stability on financing, that enables customer selection and

better preparation from technical perspective to market entries
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when the needed adjustments can be done in advance. When new
features are released, especially market specific ones, the
implementation should more carefully consider the scalability of
the feature.

Improve customer knowledge to avoid adhoc customization.
Improve the process automation to enable focus on development,
not upkeeping the current state as it is not fruitful

Improve the use of external tools (ROI) and avoid changing the
tools regularly as the deployment is resource intensive

Improve the automation of mandatory tasks

Cost and revenue

structure

Lower the fixed costs of one customer by avoiding customization,
more careful customer selection (product-customer -fit) and
simplified offering

Productization of mandatory additional services (eg. extra support,

training) to provide them cost efficiently

Adaptibility to

Market entries to be planned more carefully from the adaptability

different legal point of view, especially technical compliance
regimes Market entries to attract more customers instead of a few large ones
Network effects Reconsider the role of large customers as doing market entries

Reconsider the service model for large customers and avoid
unequal treatment

Aim to find the critical mass

User orientation

User and customer knowledge are too complex
Simplifying the product / getting rid of underutilized features
Polishing the productization towards use case -based customer

knowledge

Enriching value

propositions

Market education to change the way customers are used to buy,

because the current mismatch results unhappy customers
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Providing additional value as “solutions” selling

Removing capacity

constraints

Active utilization of sales partners

Rethinking of partnerships and their potential

Creating a platform

If not able to be a platform, bet on compatibility
Compliance with other platforms: the ability to recognize the

relevant platforms and actively maintain compliant

Change the role of
stakeholders

Underutilization of the current customer base as an active channel
of customer acquisition

Co-operation in market education to tackle the lack of resources

Resourcing

External financing is crucial in order to tackle the identified
possibilities to enhance the scalability

Resource planning should be done properly and stuck with the plan
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5 Discussion

The case analysis reveals that the model by Stampfl et al (2013) serves quite well to investigate the
scalability of the company’s business model. On the other hand, it can be noted that even though the
scalability of the business model is enabled in all the operations it still won’t secure the economies of
scale if the scalability is not revealed in all the sectors concluded by Palmie et al. (2023): financial,
organizational, market and volume. Each of the sections is challenging on its own and if the young
company fails to get the invested resources multiplied in any of the sections, the effects follow and
are long-lasting. Even if the company understands and foresees the attributes that contribute to the
scalable business model, achieving the benefits and economies of scale is risky as you need to invest
the resources beforehand and hope for the best. The need for upfront investments is one of the
characteristics of SaaS business and scalable business model, and that way not the optimal choice for

a small company still trying to find their balance of cost and income structure.

This research was motivated by the case company’s interest in evaluating and explore the scalability
of its software-as-a-service business, which has already some years of history but has not yet been
able to achieve the volume and economies of scale that they have been anticipating. Deepening the
knowledge of the software-as-a-service domain opened the jungle of scalability as well as various
possibilities to approach the company’s current state and future options. As the role of this research
was to prime the future strategy work and support the business planning of the company, the role of
the literature review was identified to be important to serve the company's needs, but also to evaluate
and build the base as the domains of SaaS and scalable business model are still evaluated to be young
and emerging in terms of research. The combination of a semi-structured literature review and
interviews with managers and process owners of the company can be evaluated to be fruitful to serve
the initial issue that was identified. The work continues with the collaborative workshop, where the
findings from the literature review will be presented to the company together with the findings from
the interviews. The feedback from the interviewee said that the structure and themes of the interview
provided with some new ideas, so both parties are looking forward to the next, more concrete, phase

of the collaboration.

At first glance conducting the literature review seemed challenging. The search results indicated an

interest in business model scalability and software-as-a-service to exist, but all the work having quite
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the same result: more research is needed. The novelty of the topic was also referred to repeatedly, for
over a decade. The research was and is at large lacking high-quality quantitative research — one could
say the research field has not yet reached the economies of scale itself. The mismatch between
academic literature and grey literature was and still is huge. Scalable business models and SaaS are
popular topics of discussion in the startup communities and that combined with the current marketing
and sales trends has resulted huge amount of content to answer the questions of scalability and SaaS.
It has been fruitful to revisit the search engines in the latter stage of this thesis process to find out that
new academic articles have been popping up already this year, and it is soon to reach the level of
cohesion when it comes to terminology and frameworks. White and grey literature are reaching each
other’s. The literature review did narrow down to results that were from academic sources and

published in a business context.

In terms of academic research, this paper is not able to contribute to the field forward, as the decision
to focus on a case study does not support the stage that the current common knowledge is lacking,
which would be large and high-quality quantitative research. The value of the work to the wider
audience can still be delivered from the literature review that is providing to date the overview of the
papers as the number of articles is evolving fast. The interview on the other hand provides a
descriptive image of the regular company that has not been able to reach the economies of scale
despite trying hard. You can find many articles describing and exploring the success stories, but only
a few have the focus on the “not so successful, but able to manage” -type of cases. In terms of
statistics, about 90% of SaaS companies fail during the first 3 years, out of which some can continue
their operations and trying, but it requires continuous financing, re-evaluating and reforming the

business model and markets, flexible personnel, and a lot of will and hard work (Kutcher et al. 2014).

Evaluating the reliability and validity of the research contributes to the quality of the research. The
reliability evaluates the replicability or repeatability of the study and its results or observations and
could be measured by stability (Golafshani, 2003). Including interviews representing all Teams and
process owners resulted in overall image of the company's current state. Interviewees had a long
history within the company, and they were able to contribute over a longer time period. In terms of
literature review, it was identified that as the writing process of this paper has been taken a long
calendar time, some new articles have been published lately and few of them are really touching the
same phenomena that is of interest of this paper. That speaks on behalf of the general interest over

the topic. The interviewees were selected to cover wide range of representatives. Interviews were
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recorded and it was agreed to anonymize the company and interviewees to secure open discussion

and so-called business secrets.

Validity of the research evaluates if the chosen methods and approach has been appropriate and
successful (Golafshani, 2003). The validity of the research would have benefitted from wider scope
of companies, for example including comparison of various companies. Inclusion of multiple case
companies was not possible in terms of time consumption as the focus on case company was really
in depth and time consuming including the stage of motivating the case company and serving their

interest with organizing the workshops for growth planning after the interviews were held.

In the future the research on SaaS business model scalability is needed, especially to generalize the
current state of research findings. It calls for high quality quantitative research to be conducted. The
research setting would be challenging as the themes are still getting the most benefit of qualitative
analysis and spoken words are needed to describe the setting. After running the process of this survey,
when able to find relevant key performance indicators, the frameworks used in this study should be

used for quantitative research to generalize the findings.
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APPENDIX

Appendix 1

INTERVIEW STRUCTURE

1. Welcome and background
a. Describe your role and history in the company
b. How would you describe the company in one sentence
c. Why do you think the company is a SaaS company?

2. Definitions

3. Elements of Business model scalability

Next we are going to discuss on the elements of business model scalability based on literature. We
will discuss the following topics and their impact on the scalability of the operations and the business
based on your experience in the company.

a. Technology:
i. Automation of processes
ii. Scalability of technical infrastructure
b. Cost and revenue structure
c. Adaptibility to different legal regimes
d. Network effects
i. Going viral
ii. Critical mass
e. User orientation
i. Problem solving
ii.  Simplicity
iii. Previous user knowledge
f. Enriching value propositions
g. Removing capacity constraints
h. Creating a platform

i. Change the role of stakeholders
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