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Tämän diplomityön tavoitteena on muodostaa sähköinen liiketoimin-

tamalli kansainvälisen ohjelmistoyrityksen tarpeisiin. Ohjelmiston uusi

ominaisuus antaa kolmansille osapuolille mahdollisuuden määritel-

lä itse rakennusmallintamisessa tarvittavia komponentteja, mikä luo

mahdollisuuden uuteen liiketoimintaan. Liiketoimintamallien teoria ja

asiantuntijoiden haastattelut tulevat osoittamaan, että paras ratkaisu

tässä tapauksessa on portaali, joka rakentuu komponenttimarkkinois-

ta, e-kaupasta ja virtuaaliyhteisöstä. Komponenttimarkkinat on jaet-

tu vapaaseen vaihdantaan ja sertifioitujen kehittäjien kaupankäyntiin.

Tämä tarjoaa mahdollisuuksia kehittäjille valita sitoutuneisuutensa ta-

so, samoin kuin motivoi heitä osallistumaan. E-kauppa on suunniteltu

sovelluksille ja monimutkaisemmille komponenteille. Virtuaaliyhteisön

kautta käyttäjät voivat keskustella mielipiteistään ja saada tukea oh-

jelmiston käyttämiseen sekä komponenttien kehittämiseen.
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The goal of this thesis is to construct an electronic business model for

an international software company. The idea is to benefit from the

trade of components that are used in structural building information

modeling. The newest version of the software promotes openness and

enables third parties to develop and share components with other users.

Theory of business models and expert interviews will show that the best

solution in this case is a portal that consist of component market, e-

shop and virtual community. The component market is divided into

free trade and certified developer sale. This way the developers can

choose the level of their commitment, and it will motivate them to

participate. The e-shop is designed for company’s own applications

and more complex components. Virtual community will provide added

value to users as a channel of peer support.
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Chapter 1

Introduction

1.1 Background information

This thesis is an independent part of the Global Network Manage-

ment project conducted by the Lappeenranta University of Technol-

ogy’s Technology Business Research Center (TBRC) together with the

Turku School of Economics and Business Administration (TSE). The

purpose of Global Network Management research project is to clarify

how a company can create, develop and maintain a successful business

based on technology, know-how and partnerships in global environ-

ment. The companies participating operate in the Information and

Communication Technology (ICT) industry.

This thesis is done for one of the companies participating in the project,

Tekla Corporation, and more specifically its Building and Construc-

tion (B&C) unit. Tekla is a leading international software corporation

that focuses on building and construction, energy distribution and mu-

nicipalities. Tekla B&C’s software Tekla Structures (TS) is the first
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to introduce structural design software that supports open structural

Building Information Modeling (BIM) system to cover the entire struc-

tural design process. This means that TS users across industries and

project phases can work in real-time collaboration. The newest ver-

sion of TS offers an opportunity for third parties to define themselves

the components needed in structural modeling. This means that they

can create added value to other TS users as well. More co-operation

between users is now possible, and with this feature Tekla has an op-

portunity to strengthen its competitive advantage.

The competition in the international structural design software mar-

kets is fierce and added functionalities might prove to be crucial in the

future. Tekla will not be able to benefit fully from the new feature,

unless it is made widely available. Tekla is interested in applying a

new electronic business model for making the components available. It

is the first one to take this step, and is possibly setting a new standard

for the industry. The new version of TS software is being launched in

June 2006, and the framework for an electronic business model that

will support the software needs to be ready at the same time. Timing

is crucial as it is important to promote the added functionalities of the

new version to current and potential customers so that they know what

to expect and are familiar with the concept before the actual model is

implemented.



CHAPTER 1. INTRODUCTION 11

1.2 Goals and focus

The goal of this thesis is to construct a suitable business model for

Tekla to use in the electronic third party component market to increase

attractiveness and/or profitability of the Tekla Structures product. To

be able to construct such a model, three research questions are set to

help the process.

”What functions are vital to a third party com-

ponent market and why?”

This first question helps determine the elements that might be needed

from different business models. It is likely that the model for Tekla

is combined from different models to make sure that the solution is

tailored for Tekla’s needs. This leads to the second question:

”What kind of revenue logic would be most ben-

eficial for all the parties involved?”

It is obvious that some revenue needs to be created. Tekla’s main

interest for the electronic business model is not to gain direct profit,

but to support the core business. This means that the revenue logic

can be constructed so that it serves directly third parties but supports

Tekla’s indirect income. The third parties are essential for the business

model to be successful, so the third question focuses on them:

”How to motivate third parties to participate in

the component market and to publish their mod-

eling components?”
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It is very important that the users and developers take interest in the

matter, because without them even the best business model is doomed

to fail. Developers need to be willing to publish their components in

order to create true trade. Tekla will of course provide some content in

the beginning, but if developer and users do not want to get involved,

it will not last long.

This thesis is a constructive case study to provide Tekla with a sugges-

tion of an electronic business model. It is a cornerstone for the project

of implementing the business model into real world. The theoretical

part of this thesis is based on existing business models, with no dis-

cussion which model is more accurate than another. The aim is to

construct an electronic business model that is suitable and possible to

execute at least in theory. Legal matters and technical execution are

excluded to be able to focus more on the model itself. The financial

aspects of business models are also excluded in order to focus more on

constructing an ideal business model. The suggested model is based

on its suitability for the situation, not cost effectiveness. Tekla carries

the final responsibility of the form the business model is implemented.

It was not possible to include the implementation nor deeper investi-

gations on the success of the model. Time would have been insufficient

and the accuracy of the thesis would have suffered from trying to do

research on a subject that is too wide.
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1.3 Execution of the thesis

The research process of this thesis is described in figure 1.1. The

process began from the assignment from Tekla, which meant research

on Tekla’s situation and the Tekla Structures software. This informa-

tion helped to narrow down the focus of the next step, literature re-

search. The important areas became software business and e-business,

business models and e-business models in particular. Theory on soft-

ware business and e-business introduced the environment Tekla is op-

erating in and where the business model should be implemented. Ex-

isting business models from different authors, such as Paul Timmers,

John Hagel and Michael Rappa are used to create a framework for

Tekla’s business model.

Figure 1.1: Research process

The third step was internet research on existing e-business models, as

they provide valuable information of different models and indications

on how to construct Tekla’s model. For this reason three different
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companies and their e-markets were chosen to be examples for Tekla.

The next step was to interview five different persons in Tekla, who

were all experts in their own fields, such as marketing and service.

These interviews provided insight on what the objectives for the model

are. They were conducted as theme interviews, which means that the

themes are set beforehand, but the questions are not structured nor

in a specific order. All the themes are covered with every interviewee,

but it is up to the situation how profoundly and extensively they are

discussed. (Eskola & Suoranta 1998, p. 87) This method was the most

suitable one for the interviews because the areas of expertise were

different and the interviewees looked at the situation from different

angles. It also allowed the most interaction and discussion between

the interviewee and the interviewer, providing valuable information

that would not have emerged with structured questions.

The following step after the first phase of interviews was to process

and outline the information obtained from the interviews in order to

find out the core issues. This helped form three different business mod-

els for Tekla’s situation by combining these core issues. These business

models were used as example models in the next step, the second phase

of interviews with the same persons in Tekla, to pinpoint the desired

elements and features in the constructed business model. The example

models, as well as solutions from existing web-based electronic markets

were used to add objectivity to the research. One of the final steps of

the process was to conduct an interview with an expert of one of the

selected example e-markets, Nokia Software Market. This interview

was conducted as a semistructured interview with a set of questions

and the interviewee answers in his own words (Eskola & Suoranta 1998,
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p. 87). Theme interview was not sufficient here, as specific questions

needed to be answered in order to find out the aspects behind the

success of the Nokia Software Market. The final step of the research

process was to outline the information obtained from the second phase

of interviews in Tekla and Nokia’s interview, and construct the final

business model for Tekla. This was done by combining the informa-

tion gathered during the research process and the evaluations of the

example models done by the interviewees and the researcher.

1.4 Structure of the report

This introduction chapter clarified the background information, goals

and execution of the thesis. Chapter 2 focuses on software business,

electronic business and Business-to-Business (B2B) environment to ex-

plain the demands they set to a business model. This leads to dis-

cussing the concept of business models and presenting different elec-

tronic business models in chapter 3. To get ideas how to construct

Tekla’s business model, three examples of existing web-based elec-

tronic markets are presented in chapter 4. Chapter 5 continues with a

deeper investigation of virtual community, one of the supporting busi-

ness models. This ends the theory part of the thesis, leaving the reader

with sufficient comprehension of the situation and the possibilities it

offers.

Chapter 6 introduces the company in question, Tekla Corporation,

and its Tekla Structures software more closely. Initial objectives, chal-

lenges and suggestions by Tekla for the electronic business model are
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presented in chapter 7. In chapter 8 the theory, example electronic

markets and Tekla’s own objectives are combined in order to form

three different business models. These models are evaluated in chapter

9 based on a modification of SWOT-analysis. Chapter 10 presents the

constructed business model more in detail, combining it with the in-

formation from Nokia Software Market. Finally chapter 11 concludes

this thesis by summing up the most important findings. The reliability

of the results is discussed, as well as suggestions for future actions.



Chapter 2

Software business and electronic

commerce

This chapter will shed some light upon the software business and elec-

tronic commerce (e-commerce). To be able to understand what the

challenges and opportunities are to construct an electronic business

model, one must know the markets first. Software business is one of

the fastest growing industries in the world. The reason for this is

that software is becoming more and more integrated with other indus-

tries and their products, and that operations and competitiveness of

electronic businesses (e-businesses) are depending on software. Today

the software industry lives the era of Internet and value-added services

(Hoch, Roeding, Punkert & Lindner 1999). It is not all about the tech-

nology anymore, now the weight is on how it is presented and what

comes with the product itself.

Analyzing software industry is a challenge, because it evolves rapidly

and sometimes in unexpected ways. An example of that is the shift
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from customized software systems toward packaged off-the-shelf enter-

prise solutions. This has shifted the balance from systems development

and software engineering to systems integration and change manage-

ment. (Käkölä 2002) Usually software developers and companies try to

keep the secrets of their product as safely guarded as possible. There

are still some points according to von Hippel (2005) that speak for

free revealing. The idea of innovators revealing freely their innovations

should be absurd, and yet it is not. A lot of innovators choose this

path instead of licensing, since it might bring more good than harm.

It is likely that competitors and others will in any case get their hands

on the innovation or at least come up with something relatively sim-

ilar, so sometimes it is more practical to reveal it freely than to let

unintentional spillover lead to the same result. Free revealing can be

done with very low costs, but many innovators choose to spend a lot of

money and time for it. They want to make sure that their innovations

are considered good and the information about them is spread widely.

Free revealing might also gain reputation to the programmer, enhanc-

ing his opportunities. The freely revealed innovations can be reused

for example by gaining general ideas of development paths. With open

source software, some might use it to learn about approaches to solve

a particular problem or take parts of the code and insert it directly

into their software program.

2.1 E-business

The terms e-commerce and e-business are often used in this era of

Internet. According to Alter (2002) e-business is performing and coor-
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dinating critical business processes through extensive use of computers

and communication technologies. These critical business processes are

for example:

• Obtaining supplies

• Manufacturing

• Selling

• Fulfilling orders

• Providing services

E-commerce is a subset of e-business that uses the Internet and other

communication technology for marketing, selling and servicing prod-

ucts. It also means informing a customer of a product’s existence,

providing product information, delivering software and providing cus-

tomer service electronically. (Alter 2002, p. 35) In other words, e-

commerce is about buying and selling products and services on the

Internet, while e-business is the conduct of business online.

The new information and communications technology (ICT), e-commerce

and e-business have multiplied the number of business models. Pre-

viously business models looked a lot alike, but now the doors have

opened to a new world of business models in different shapes and

sizes. (Osterwalder 2004, p. 12) Business-to-business (B2B) elec-

tronic commerce is growing to be a part of companies’ way of working

(Timmers 1998). Since Internet technologies came available for com-

mercial use, Internet-based B2B e-commerce has experienced a dra-

matic change from the emerging phase to the peak of market interest
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in mid-1999 through late 2000 and then to today’s shakeout. (Dai &

Kauffman 2002) Technology is not the key element of e-business in the

future. Rather than focusing on the technical terms, the emphasis is

in customer needs and virtual communities. It can also be seen as

fast, convenient, global and versatile customer service. (Haapanen &

Vepsäläinen 1999, p. 192)

E-business is also risky business. Factors increasing the risk are:

• Nature of complex systems

• Human limitations

• Pressures in the business environment

Complex systems rely on many different human, physical and techni-

cal factors. Any one of them can go wrong causing a serious threat.

Human limitations like carelessness and limited ability to understand

complex systems also increase the risk of security breach. The pressures

in the business environment increase vulnerability. Systems need to be

completed rapidly with limited staff. These risks can be minimized

among others by controlling access to data, computers and networks,

or maintaining security in web-based transactions. Certification au-

thority, a company that issues computer-based records related to the

identity of computers and the occurrence of computer-based transac-

tions, can help maintaining the security. Issuing digital certificates

that identify individual computers, verifying the identity of computers

involved in specific transactions and storing transaction information

are functions of certification authority. (Alter 2002)
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2.2 B2B electronic markets

Timmers (1999) describes the business-to-business (B2B) market so,

that a company sells products for resale, for use in making other prod-

ucts or for daily operations to other individuals or groups. The markets

are also very often international, and thus the electronic markets also

reach across boarders. Especially for software business e-commerce

is an opportunity, as the products can very often be delivered elec-

tronically. Usually in B2B markets a high degree of customization is

required. Collaboration with the customer is close and there is room

for negotiations as the buying process is complex and involves several

persons. (Timmers 1999, p. 139–141)

According to Dai & Kauffman (2002) it is necessary to know the roles

and functions that B2B electronic markets (e-markets) play in inter-

firm value chains, so that one can understand B2B business models.

B2B e-markets can be seen as electronic hubs, that bring together

buyers and sellers as well as automate business transactions. First of

all, the central role of B2B electronic markets is to facilitate prod-

uct and information exchange. From another aspect, B2B e-market

is an interorganizational information system (IOS), since the Internet

technologies are employed to store and exchange information between

business partners. What makes it different from the traditional IOS,

is that B2B e-markets are built on open network infrastructures and

they connect firms that employ different information systems for their

procurement and distribution activities. (Dai & Kauffman 2002)

Electronic markets are digital intermediaries, that bring buyers and



CHAPTER 2. SOFTWARE BUSINESS AND ELECTRONIC COMMERCE 22

sellers together on-line. Internet-based e-markets have made it possi-

ble for buyers to use electronic communication and information-sharing

capabilities of the Web to more quickly search for suppliers and prod-

ucts. Electronic markets have become the new channels of corporate

purchasing. The meaning of B2B e-markets is to support the whole

transaction process by electronic means. They offer platforms to pro-

mote interorganizational collaboration, and enhance communication

and coordination among parties sharing common resources in collabo-

rative project management. (Dai & Kauffman 2002)

Table 2.1: Market space structures and their functions
(Mahadevan 2000)

Mahadevan (2000) divides the market space into three structures: por-

tals, market makers and product or service providers, which are pre-

sented in table 2.1. A portal is used to build a community of con-

sumers that focuses on information about products or services. It

often channels the traffic into web sites managed by product or ser-

vice providers. Market makers create communities to consumers as

well, but they also facilitate the business transactions between buyer

and seller, and they have a high level of domain knowledge. Prod-
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uct/service providers deal directly with their customers. Customiza-

tion of their information systems is vital to meet the customer re-

quirements online. (Mahadevan 2000, p. 57) To make the e-market

more attractive, the market makers co-operate with third-party busi-

ness service providers, for example financial institutions to enable clos-

ing on-line transactions. Implementing functions for commerce elec-

tronically is possible because of the information processing and net-

working capabilities of Information Technology (IT) systems. (Dai &

Kauffman 2002)

2.3 The future of e-business

For decades now software business has been on the leading edge of

revolution and innovation. The stakes are getting higher and after the

hype some real efforts need to be taken for future growth. Software

companies need to evolve by creating new products and add-ons to

bring in new incremental revenue. To increase the products’ value to

customers, many companies have to recruit third-party developers and

integrators. (Hecker 1999) E-business and e-commerce have opened

new doors for companies. It is not only start-ups that can benefit

from e-business, also companies that have established themselves on

the physical side can expand to virtual markets. Existing brand and

customers will help make the step smoother. The nature of e-business

is an important factor when considering suitable business models in

chapter 3.3

In Tekla’s case one the most interesting aspects to consider is the space
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of market where they want to position themselves. Portal combined

with market maker might be a good solution. The situation needs a bit

of customization, since the primary goal is not to gain direct profit but

to support the core product and make it beneficial for all the parties

involved.



Chapter 3

Business models

This chapter focuses on explaining the concept of business models. It

is essential to understand what is the purpose of a business model, and

how it can be used in the electronic markets. The first part of this

chapter focuses on describing a business model as it is commonly seen,

as well as the essential factors. Then the discussion will move deeper

into electronic business models, that might be suitable for Tekla’s sit-

uation.

3.1 The concept of business model

The definition of a business model depends on the author. Table 3.1

shows how some of the authors see it. Business model itself is just a

tool, a frame to do business, but the context gives it the meaning and

determines its validity and usefulness (Chaharbaghi, Fendt & Willis

2003). Magretta (2002) also sees business model as a planning tool,

which helps to focus on putting all the pieces together to form a unity.
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Table 3.1: Different definitions of business model

When thinking more in a concrete manner, business model can be

seen as a coherent framework that takes technological characteristics

and potentials as inputs, and converts them through customers and

markets into economic outputs. This makes the business model into

a focusing device that mediates between technology development and

economic value creation. (Chesbrough & Rosenbloom 2002, p. 531)

Timmers (1998) describes a business model as an architecture for the

product, service and information flows. He takes into account various

business actors and their roles. The definition of a business model also

includes descriptions of the potential benefits for the various business

actors and revenue sources. A business model itself does not explain

how it will help to realize the business mission, for that a market-

ing strategy is needed. It includes the construction of competitive

advantage, marketing mix and product-market strategy. Information

and communication technology makes it possible to implement a wide

range of business models. Technology is just one criterion for selecting
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a business model, but it provides no guidelines in commercial terms.

(Timmers 1998)

It is important for firms to understand the cognitive role of the busi-

ness model to be able to commercialize technology in ways that will

assure capturing value. Sometimes an innovation can fit perfectly to

company’s existing business model, but in other cases it needs a model

of its own. This will ensure the value is captured from the innovation

or technology. (Chesbrough & Rosenbloom 2002) This leads to the

conclusion that when the context changes, some modifications need to

be done to the business model as well (Chaharbaghi et al. 2003). Busi-

ness model is a powerful tool, because when a revolutionary new model

is introduced and it changes the economics of an industry, it can by

itself create a strong competitive advantage. This is on the other hand

possible only if the model is difficult to replicate. (Magretta 2002, p.

6)

Building revenues in software business depends on converting cus-

tomers over to your way of thinking, convincing partners to incorporate

your solution in their offering and persuading market influencers that

you got the best solution. The people that make it possible can be on

you payroll or someone else’s. Third party companies can participate

in the implementation process so that a whole product solution can

be delivered. Mixing different resources together defines a company’s

business model. (McHugh 1999, p. 75)

Different authors define business models differently. However, the de-

scription of Timmers (1998) will be the one used in this thesis. The

reason for this is that various business actors are an important part of
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the model, as well as potential benefits for them. Construction of com-

petitive advantage and marketing aspect can also be related to Tekla’s

situation.

3.2 Function of a business model

According to Chaharbaghi et al. (2003) there are three strands that are

common to all business models and their contexts. Those are way of

thinking, operational system and capacity for value generation. Busi-

nesses are products of certain way of thinking, and to implement that

thinking to ways of working, there needs to be an operational system.

The aim of every business is to create value for its stakeholders, and

to make sure of this, the capacity for value generation is included into

the model. A company can excel in its business only through creating

and capturing value. Business models are a strong and efficient way

for executives to analyze and form their strategic choices. Without a

solid business model, chances of succeeding in the marketplace are low.

(Shafer, Smith & Linder 2005) Chesbrough & Rosenbloom (2002) have

listed the functions of a business model in a more operational way as

following:

• articulate the value proposition

• identify a market segment

• define the structure of the value chain within the firm and deter-

mine the complementary assets needed
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• estimate the cost structure and profit potential of producing the

offering

• describe the position of the firm within the value network linking

suppliers and customers

• formulate the competitive strategy

The first function is to articulate the value that is being created for

users by the offering based on the technology. Then it needs to iden-

tify those users to whom the technology is useful and why, as well

as specify the revenue generation mechanism for the firm. The third

function is to define the structure of the value chain within the firm

that is required to create and distribute the offering, and determine the

complementary assets that are needed to support the firm’s position

in this chain. The fourth function is to estimate the cost structure and

profit potential of producing the offering, given the value proposition

and value chain structure that were chosen. Then is the description of

the firm’s position within the value network, including identification

of potential complementors and competitors. The last function is to

formulate the competitive strategy that will make sure that the inno-

vating firm will gain and hold advantage over rivals. (Chesbrough &

Rosenbloom 2002)

3.3 E-business models

There are several different business models that can be applied to elec-

tronic business. Several authors use the term electronic business model
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(e-business model) when they discuss business models that are used

in e-business (e.g. Timmers 1998). This is also the case in this the-

sis. Electronic business brings enormous possibilities and difficult chal-

lenges. The customer base that can be reached is multiple times bigger

than in conventional business, which can create problems. This section

describes few e-business models that are widely used by companies all

over the world.

Three things determine business models for B2B e-markets; how well

they can satisfy firm’s needs, how much potential value they offer and

how much realized value they can offer to the participating firms (Dai

& Kauffman 2002, p. 44). Electronic cataloging is one of the common

mechanisms that e-markets use to aggregate supplier offerings in B2B

e-commerce. This means that same product and price offerings are

published to all potential buyers in the marketplace, and they are not

customized for any particular buyer. (Dai & Kauffman 2002) Accord-

ing to Dai & Kauffman (2002), there are three mechanisms that B2B

e-markets use to help firms to make informed sourcing decisions. Some

offer tools and reports that provide a large quantity of data about on-

line transactions to analyze procurement costs and trends. In addition,

industry-specific knowledge can be used to add value to on-line mar-

kets. The third mechanism is to make knowledge and expertise from

traditional intermediaries available through partnering and joint ven-

tures. If operating ones own marketplace is not an option, application

service providers (ASPs) host others’ marketplaces on their servers.
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3.3.1 Shops and sale

E-shop’s idea is to promote the company and its products and there

is a possibility to order and pay. Often the motives for an e-shop

are to increase demand, possibly create a low-cost route to inter-

national markets and achieve cost-reduction of promotion and sales.

They offer the customer a wider choice, better information, and even

lower prices. The customers may also find 24-hour shopping appeal-

ing. (Timmers 1998, p. 5) Business-to-business e-shop can function

so that non-registered users can browse the offering, but for ordering

and payment one has to be a registered and validated customer of the

company (Timmers 1999, p. 36). E-marketplaces provide information

and commercial transactions for a defined group of companies within

a specific industry. (Alter 2002, p. 16)

If a company wants to leave its Web marketing to a third party, maybe

to use it as an add-on to their other channels, third party market-

place is a suitable model. They offer everything from user interface to

the suppliers’ product catalogues to full-scale implementation of secure

transactions. (Timmers 1999, p. 39) Usually features like branding,

payment, logistics and ordering are added to these marketplaces. For

B2B purposes this model might appeal to Internet Service Providers

(ISPs), or value chain service providers. The revenue logic is based

on one-off membership fee, service or transaction fee or percentage on

transaction value. (Timmers 1998, p. 6)

In merchant model, merchants are wholesellers and retailers of goods

and services. Sales are based on list prices or auctioning. Manufacturer
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Direct model takes place when the producer of the product sells directly

to customers. (Rappa 2004) This model is good for its efficiency in

shortening the distribution channel and improved customer service.

3.3.2 Brokers and communities

A virtual community company provides an environment where mem-

bers like customers or partners can add their information and thus add

value to the community. Revenue comes from advertising and member-

ship fees. Other marketing operations can be supported significantly

with a virtual community as an add-on function to build customer

loyalty and receive feedback. Among others steel industry and nan-

otechnology use virtual communities. They are used more and more

to support and enhance the attractiveness of other business models

such as third party marketplaces and collaborative platforms. Collab-

oration platform business model is based on the collaboration between

enterprises. They offer a set of tools and an information environment.

Different kinds of functions are possible, such as collaborative design

and engineering. The way this can be turned into business opportuni-

ties are managing the platform and thus collecting e.g. usage fees or

selling specialist tools for design, workflow, etc. (Timmers 1998, p. 6)

The affiliate model is based on affiliates providing purchase-point click

through from their sites to the merchant’s site. If this does not generate

sales, there are no costs for the merchant. Then there is the community

model, which is based on user loyalty. Revenue sources are selling

ancillary products and services or voluntary contributions. (Rappa

2004) This model is related to what Timmers (1998) calls a virtual
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community.

In brokerage model the brokers are market makers. They bring buyers

and sellers together and facilitate transactions. This model is often

used in B2B markets, and it includes exchanges, demand collection

systems and auction brokerages. Brokers charge a fee or commission

for each transaction. When a Web site provides content and services

mixed with advertising messages in the form of banner ads, that is

an advertising model. This model is most suitable when the volume

of traffic is large or highly specialized, since the ads are sole or major

source of revenue for the broadcaster. Some firms choose to act accord-

ing to information-intermediary model, assisting buyers and sellers to

understand a given market by providing data about different products

and consumer habits. (Rappa 2004) Subscription model is based on

periodic fee charged from user to subscribe a service. Many sites com-

bine free content with subscription required content. Rappa (2004)

also uses a category of business models called the utility and hybrid

models. The utility model is based on the actual usage rates. Hybrid

model combines two or several models mentioned above.

3.4 Suitability for Tekla’s situation

Now that some e-business models have been introduced, it is time to

look at them from the perspective of this thesis. Table 3.2 summarizes

the most suitable business models, and this section focuses on explain-

ing why they might be suitable. E-shop would be a good option, since

the goal is to promote the Tekla Structures product. On the other hand
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Table 3.2: Suitable e-business models for Tekla

it is not the product itself that would be for sale, but components that

can be used to enhance it. It might be wise for Tekla to let somebody

else to take care of the execution and use the third party marketplace.

Technically it will be third parties that provide most of the content to

Tekla’s place, which would make it a third party marketplace anyway.

Whatever the actual execution of the component trade will be, peo-

ple always need some extra convincing. A virtual community model is

ideal for that. It will strengthen the commitment of the users toward

the community and each others. There are many companies that are

using virtual community together with another model, and succeeding

in it. This indicates that it should at least be considered for Tekla’s

model, as the other companies have found it useful for a reason.
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Third party involvement will be so high, that it might not be a bad

idea to consider a collaboration platform. Traditionally it has been

seen as collaboration between equal companies, but in Tekla’s case the

power balance would be on its side. Tekla could also be considered as

a broker between buyers and sellers. That is what the trade is about,

satisfying the demand and supply. This would make it possible for

Tekla to avoid taking care of the actual transactions, and yet support

the added functionalities that the product offers. Componentization,

the use of standardized components, is going to be big in the future.

Componentware allows suppliers to plug in software components piece

by piece instead of purchasing a complete program from a single source.

With the wide adoption of component technology component brokers

could market custom-developed components to companies with similar

needs. (Hoch et al. 1999, p. 228–230)

Merchant model might be one solution, yet it could be too straight

forward for this situation. E-marketplace is a very suitable model

since it is targeted to a specific group of companies in a specific indus-

try. Whether it will be enough alone to satisfy the needs of Tekla is

something that will be considered later on through this thesis. It is

likely that more than just one of these models will be present in the

final model, but in any case developers and other third parties need to

be motivated to participate. Virtual community model can help with

that.



Chapter 4

Web-based e-markets

Now that the models that might be suitable for Tekla were discussed

in the previous chapter, this chapter presents some of the electronic

markets already existing in the Internet. It gives the idea what kind

of methods and solutions others offer. Three different e-markets are

presented, Nokia Software Market that is an e-shop, Tucows that offers

shareware and Autodesk’s e-shop. Nokia Software Market was chosen

because of its nature. It focuses on selling software, and is a successful

example of an e-shop. Tucows on the other hand is based on shareware,

and is an example of a place that runs without selling any software.

That is interesting for Tekla since the idea is not to make profit with

the component market, but to create added functionalities around the

TS product. Autodesk was chosen because it is Tekla’s competitor and

their solution might be useful for Tekla too. These solutions are later

on compared to Tekla’s situation to see what might be suitable for it

and what will not work.
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4.1 Nokia Software Market

Nokia has set up a Nokia Software Market, which is operated by a

third party, Openbit Ltd. It is basically a business-to-consumer (B2C)

e-shop, selling software for mobile devices. Those include logos, games,

screensavers, office tools etc. (Nokia Software Market homepage 2006)

The target groups seem to be everyone that owns a Nokia mobile de-

vice, but especially people that consider it a necessity. These are for

example trendy people that want to spice up their phones with logos

and games, professionals that want virus protection or travelers that

want to have a dictionary in their mobile phones. Software is divided

into categories by theme and by phone model. The payment is done

online with a credit card, which probably rules out most teenagers.

Nokia is offering a place where developers’ supply and users’ demand

meet. They guarantee that everything in the e-shop is completely

tested with the supported Nokia phone models. On the other hand,

Nokia is not responsible in any way of Openbit Ltd’s services or the

content and functionality of the site, nor the products or services of-

fered. The Nokia Software market also offers customer service and

support. When purchasing a product, registration is highly recom-

mended but not mandatory. The Nokia Software Market shows Top

10-selling applications and list of the newest software on the site. All

applications have a page where customers can read more about the

product and view user and installation guide. The developer of each

application is shown and there is also a link for direct contact. (Nokia

Software Market homepage 2006)
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The developers license the software and they name the price for their

applications. Site registration and product uploads are free of charge,

and the developer gets 65% of the sales. Companies with ”Nokia OK”

applications can registrate easier. Nokia OK means that the applica-

tion meets the quality criteria by Nokia, and they are digitally signed

to assure integrity and origin. There is also a separate Forum Nokia,

where developers marketing products at the e-shop can get support.

It is an online community for professional developers who work with

technologies and platforms supported by Nokia mobile devices. (Nokia

Software Market homepage 2006)

Once the order has been made, it cannot be canceled. On Nokia’s

homepage the shop is just one element, which is not highly visible. It

is difficult to determine what is the underlying motive for the e-shop;

revenues that Nokia gets for acting as an intermediary, competitive

advantage for offering Nokia mobile device owners something extra

or the advantages of working together with developers all around the

world. Probably it is a combination of all of those and a few more.

In any case Nokia has managed to create a successful e-shop with the

help of Openbit Ltd. Software developers want to be a part of it, and

it means benefits to all parties. The separate Forum Nokia supports

the e-shop well, as there is no need for the forum to be a part of the

actual shop. This solution is highly suitable for consumer markets and

has many elements that can be modified to fit the B2B market too.

Nokia wants to sell mobile devices and Tekla wants to sell its software,

so the basic idea is the same. Nokia is a respected and well-known

international player, and is therefore a good example for seeking best
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practice solutions. Motivating the developers differs a bit since com-

ponents can be seen as a source of competitive advantage for the de-

veloper, but mobile applications are purely a source to make profit.

4.2 Tucows

Tucows is an internet services company that provides back office so-

lutions and wholesale internet services to a global network of more

than 6,000 web hosting companies, ISPs and other service providers

worldwide. It was the first one to provide software on a shareware

basis. All of the over 40 000 software titles hosted through an inter-

national network of partner sites are tested, rated and reviewed by

editorial staff of software experts. These sites provide users with fast,

local and safe virus and spyware free downloads. Tucows offers com-

plementary internet services including: domain name registration and

management, digital certificates, email services and website publishing

tools. (Tucows homepage 2006)

The Tucows homepage (2006) has discussion forums, articles and share-

ware for Windows, Linux, Macintosh and mobile phones. All software

is rated by site staff and by registrated users with the 5 Cow reviewing

system, 5 cows being the best, and they also show popularity percent

of that particular software. There is also a published list of what is

new and which are the most popular software.

A developer needs an Author Resource Center account to be able to

list his products with Tucows. The basic service is free, but optional
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promotional tools and subscription services come with a fee. Author

Resource center allows the developer to manage software submissions,

track download statistics, and purchase special products and services

to ensure that his application receives optimal exposure. The Tucows

Developers’ Hangout, The Farm, is a weblog that features articles of in-

terest for software developers from beginner to expert, and from casual

hobbyist to enterprise systems programmer. It is virtual community

of software developers, mainly working solo or in a small team. The

Farm’s focus is on techniques, technologies and tools that make such

developers more effective and productive. (Tucows homepage 2006)

The revenue logic for Tucows is based on advertisements, and advertis-

ers pay a certain amount per thousand views. Tucows offers an oppor-

tunity for technology companies to get their products and brands to

the knowledge of worldwide audience of Information Services (IS)/IT

professionals and small business owners. The Internet-based market-

ing program is cost-effective and the advertiser benefits from relevant

placements with total focus of maximizing the marketing investments.

(Tucows homepage 2006)

Tucows is not a traditional e-shop. Actually it does not sell any prod-

ucts but still it gets its revenues through electronic market. It has

elements of virtual community, both to users and developers, but in

different places. Shareware interests people and motivates them to

register, and the more people are registered, the more it motivates

the developers. Tucows uses only ratings of a small group of experts

and users, but does not promise any kind of certification. It takes no

responsibility of compatibility or functionality.



CHAPTER 4. WEB-BASED E-MARKETS 41

For Tekla’s customers it is going to be important that the components

work, so some sort of guarantee should be able to deliver. Tucows

revenue logic is based on advertisement, which will not be suitable for

Tekla, since they are TS software based components that are on the

market. On the other hand it might be a possibility to allow some

sort of advertising on Tekla’s electronic market, but it needs to be

considered carefully whether it will be appropriate or not image wise.

The user rating is a good idea. It makes it easier for users and browsers

to see which components are popular. Especially if Tekla’s marketplace

is based on trade, other users’ opinions will be important. Shareware is

an interesting idea as few samples could be distributed freely, and the

rest could be bought from the developer. In Tekla’s case the developers

might not have more than just a few components to distribute, so it is

unlikely that the place will work purely on shareware.

4.3 Autodesk

Autodesk is Tekla B&C’s competitor, it also offers building solutions

for building information modeling (BIM) to design and documentation

solutions. They operate in the B2B markets and have launched an e-

shop called Autodesk Store. Different countries have their own stores,

but not all of them. The one presented here is in the United States.

Autodesk Store offers customers Autodesk and AutoCAD software, not

only add-ons. In the store there are also upgrades, training material

and logo merchandise available. All products are described in the site

and the buyer gets a clear overview of the software. Products can

be downloaded or physically delivered. The site also offers Autodesk
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Certified Animation Plug-ins by other developers. (Autodesk Store

homepage 2006)

All in all, Autodesk Store functions as an e-shop for B2B markets.

The prices for software can be quite high to be paid with credit cards.

When compared this to the idea Tekla has of its own market, it is quite

different. The role of third parties is essential, and potential customers

would find the support and add-ons they want. Autodesk Store is quite

impersonal and unlikely to attract potential customers as it is.



Chapter 5

Virtual community

Chapter 4 presented three different business models that others are

using. One important model for Tekla is still to be discussed, so this

chapter focuses on the virtual community business model. As men-

tioned earlier in chapter 3.3, virtual community is a suitable business

model when a company wants to support and enhance another business

model’s attractiveness. The focus will first be on the virtual commu-

nity principles and then on the economics and gaining critical mass.

5.1 Building a virtual community

Virtual community is not as easy to build as one might think. Building

a virtual meeting place is not the same as virtual community, as virtual

community emerges from a community-like behavior and processes.

This means recognition of members, exchange of support, attachments

and relationships with specific members. (Blanchard & Markus 2002)

Not all virtual discussion forums are communities.
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Hagel & Armstrong (1997) list five defining elements of the virtual

community business model as following:

• Distinctive focus

• Capacity to integrate content and communication

• Appreciation of member-generated content

• Access to competing publishers and vendors

• Commercial orientation

In order to the members of virtual community to know what it offers

and on the other hand for the organizers to know what the members

want, the community needs a focus. Communication and exchanging

information is the key of virtual communities. Therefore it is essen-

tial to make sure that the published content is consistent with the

focus of the community and it nourishes the environment of commu-

nication. Member-generated content is perhaps the most empowering

element of a virtual community, and it allows members to get an inde-

pendent opinion of the resources that are important to them. Virtual

communities are organizing agents for their members. That is why

it is in their best interest to make a broad range of resources avail-

able to their members, including competing publishers and vendors,

so that the members can make more informed decisions. (Hagel &

Armstrong 1997, p. 8–9) Virtual communities have more and more

the objective of earning financial return by providing members with

valuable resources and environments through which to enhance their

own power.
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Virtual communities are also beneficial to the software maintenance

process that includes fault repair, adaptation and functionality addi-

tion or modification. The software faults come to the knowledge of

the developer through member discussions. Users can also ask for help

from others, thus solving e.g. compatibility problems themselves. Soft-

ware adaptation is appearing too when users discuss how the software

is working with different hardware and software equipment. These dis-

cussions can give a hint to the developer what is hoped for the future

versions of the software. Virtual community users can also have innov-

ative ideas for future improvements considering functionality additions

or modifications. (Holmström 2004, p. 8–9)

Future of virtual communities looks bright, as it is to be expected that

before long the ability to create and manage them will become a distin-

guishing feature of successful business. According to ?, three activities

can be seen critical for the community success: member development,

asset management and community relations. Member development is

a continuous process as some members always fade away and others

need to replace them. The community organized can also work with

opinion leaders that are key members in the community in order to

influence it. Promoting among potential customer is naturally very

important. Assets that need to be managed are the content, alliances

within the group and with other groups, knowledge and experience.

Even member commitment is an asset. These need to be fostered and

supported by technical means. Community relations are usually the

glue that keeps the member in the community. Formal moderation is

appropriate to make sure that the level of discussion is high, but it

must not be too restricting, as members then feel that they are loosing
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their right to write.

5.2 Business-to-business communities

B2B communities are usually transaction oriented that facilitate the

buying and selling of products and deliver information related to ful-

filling the transactions. They can be also interest oriented where the

degree of interaction is higher with message boards and discussion fo-

rums. Transaction oriented communities are usually organized and run

by marketers, creating value from transactions. If community organiz-

ers are unrelated third parties, the community has more possibilities

to take advantage of all the value creation methods.(Chang, Kannan

& Whinston 1999)

Vertical industry communities are likely to be present in the software

industry. Developers are forming user groups to give and get advices

on selecting software tools and also supporting each other in a way

that is not possible for customer service desks in major companies.

These groups can also provide the software supplier feedback. (Hagel

& Armstrong 1997, p. 123) The necessary resources in on-line world

are a strong brand, good customer relationships and the content of

the community. Strong brand transferred to the on-line world is a

valuable asset, it attracts people to browse through the community.

It is important though that the context on-line is not in contradiction

with their image. Established customer relationships can help a virtual

community to get a kick-start, because existing customer in the real

world is easier to attract to the electronic world. The content of a



CHAPTER 5. VIRTUAL COMMUNITY 47

community is not a deciding factor in the long run, but short-term it is

very important. Interesting content attracts browsers to the site, which

is the first step of building a community. (Hagel & Armstrong 1997,

p. 127–128)

5.3 Creating economic value

Technology renews the creation of economic value as can be seen from

virtual communities. The creation of economic value is based on the

content that participants bring in to the community, such as infor-

mation, product reviews and recommendations. (Lechner & Hummel

2002) Virtual community is driven by the information that members

add to a basic environment provided by company operating it. Ad-

vertising and membership fees generate revenue. (Timmers 1999, p.

38) The content itself is valuable to buyers, sellers, market makers and

portals (Mahadevan 2000, p. 60). Everybody wants to reach as many

target segments as possible, and virtual communities are one way of

doing it. Marketers can advertise to a large group of people that are

interested in the product or service as long as it has to do with the

topic of the community. Sellers can reach more people and buyers can

make more informed decisions.

The initial investment to virtual communities is relatively low, and

most of it goes to member acquisition and support. On the other hand,

the near-term profitability is not high either. (Hagel & Armstrong

1997, p. 42) The potential for virtual communities to create wealth is

heavily shaped by the cumulative and reinforcing effects of increasing
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returns. One form of increasing returns is when a company faces large

up-front expenditure to develop a product or service and the incremen-

tal cost of producing each unit of the product or service is minimal.

This form is especially suitable for software business, where the cost

of developing software can be significant and the manufacturing costs

are almost non-existing. (Hagel & Armstrong 1997, p. 43)

Fee-based revenue streams are one option for a company to gain profit.

Subscription fees, usage fees and member fees are all respectable types

of revenues. Subscription fee is a fixed monthly charge for participation

in the community and usage fee is based on the number of hours of us-

age or the number of ”pages” accessed. Member fees can be divided into

two categories, content delivery fee for downloading specific informa-

tion and service fee for specialized services. As the community grows

and gains more members, advertising and transaction commission rev-

enues become a bigger part of revenues. (Hagel & Armstrong 1997, p.

45)

There are several ways to set the price for advertising. One of the

popular ways is to use traditional media CPM ($ cost per thousand

hits, where hits is the number of viewers of an ad), but cost per ”click

through” is also gaining foothold. The advertiser pays based on the

number of viewers of an ad that ”click through” to get more informa-

tion. But when an advertisement allows viewers to make a purchase

through the ad, pricing models are likely to evolve and change. One

solution is for an advertiser/vendor to pay a commission based on pur-

chases generated from the site that features its advertisements. When

virtual communities shift toward becoming a forum of transaction, it is



CHAPTER 5. VIRTUAL COMMUNITY 49

possible for the organizer to charge the vendor a ”commission” on each

transaction. It usually varies between 2 and 10 percent of the purchase

value. (Hagel & Armstrong 1997, p. 46) Hagel & Armstrong (1997)

believe that community organizers that are getting started should fo-

cus on generating revenue from advertising and transactions. This is

recommended because subscription- and usage fees are likely to make

it less appealing to users and thus hinder the member acquisition. Al-

though in the B2B arena it plays a significantly smaller role, since

companies are the ones paying member fees.

Figure 5.1: Overview of the Dynamics of Increasing Returns
(Hagel & Armstrong 1997, p. 49)

The key factors how fast these revenues will grow can be found in inter-

acting and reinforcing virtuous cycles presented in the figure 5.1 (Hagel

& Armstrong 1997, p. 49). The first loop is content attractiveness dy-

namic loop, which reflects the fact that member-generated content is a

key source of content attractiveness which in turn motivates members

to join and stay in a virtual community. This loop is self-reinforcing,
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because the more members a community has, the more content they

provide, and that will attract even more members. The member loyalty

dynamic is also self-reinforcing. The more the community can enhance

the personal relationships between its members, the more loyal they

are likely to become, the more they are interested in participating to

the forums and less willing to change to another community. The third

dynamic loop focuses on member profile. If a virtual community is able

to obtain detailed member profiles, it draws in more advertisers and

vendors as well as helps them to reach right members more efficiently.

The interaction between members and advertisers and vendors creates

more information and thus spins the loop even more efficiently. The

last loop, transaction offerings dynamic loop, captures the reinforcing

effects of expanding the range of products and services offered in the

virtual community. The wider the range gets, more members join the

community and the interest of making transactions increases among

old members as well. This attracts more vendors and products, and

the loop begins again. (Hagel & Armstrong 1997, p. 50–51)

5.4 Managing member evolution

Because virtual communities are likely to be transaction intensive, the

accumulation of a critical mass of vendors and transaction activity

will have more value for B2B virtual communities. Those communities

may be able to reach a critical mass of transactions before it has gained

detailed usage profiles of its members. (Hagel & Armstrong 1997, p.

58) There are three points Hagel & Armstrong (1997) emphasize when

it comes to managing member evolution. First is that members evolve
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Figure 5.2: Four Stages of Member Development
(Hagel & Armstrong 1997, p. 59)

in terms of their role and contribution to the community. Second point

reminds that not all members are on the same line when it comes to

economic potential. Third point focuses on the key variables that shape

overall economic performance, such as cost of member acquisition and

the net profit by each member. (Hagel & Armstrong 1997)

Member development has four stages, presented in figure 5.2. The first

stage is to make sure that people know that your community exists

and they come around to browse it. As people join the community,

it is important to get them to increase their participation. Members

should be active, come often and spend a lot of time in the community.

Now that the members are participating, the organizer should make

sure they stay loyal to that particular community. The last stage is

capturing value from the members. This value can be obtained from

advertising revenues, transaction commissions or fees from members.

(Hagel & Armstrong 1997)
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5.5 Gaining critical mass

Virtual communities are basically social aggregations of a critical mass

of people who take part in discussions, interactions and exchanging

information of a common topic to create personal relationships. Mem-

bers are interested in participating to virtual communities for several

reasons, like:

• Assurance of good quality

• Providing own content

• Creating relationships

(Chang et al. 1999, p. 5)

It is important to be able to download content knowing that the quality

is good. Virtual communities also allow people to provide own con-

tent, that can be useful to others. Also personal relationships are very

important.

Critical mass is vital to generate more memberships and healthy rev-

enues from corporate clients. (Chang et al. 1999, p. 6) Portals are

more and more like information centers for customers and company’s

own employees. Customer community members share experiences us-

ing the product or give advice on bugs and features. In order to keep

the community alive and expanding, just discussion forums and mail-

ing lists are not enough. The support of awareness is the key, users will

want to know what has happened while they were away. (Kolvenbach,

Gräther & Klöckner 2004)
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According to Hagel & Armstrong (1997), three gates must be passed

before the community is on the revenue-earning side. These gates are

milestones in getting a critical mass of members:

• Generating traffic

• Concentrating traffic

• Locking in traffic

When the community is getting started, the most important thing

is to generate traffic to the community. Empty community does not

inspire visitors to stay and talk to the virtual walls. Visitors can be

attracted to return by adding value to their Web experience. Effective

customer learning and communications channels are also important.

There are different ways the community organizer can increase the

attractiveness of the community. (Lesser & Fontaine 2002) At this

stage a registration program might have undesired effects, but if it is

considered to be suitable otherwise, it should be kept simple and easy to

complete. (Hagel & Armstrong 1997, pp. 133–140) On the other hand

registration allows participants to recognize each other and provide

information about the users specific interests (Lesser & Fontaine 2002).

When a community has increased awareness among existing customers

and potential users, it is time to focus on concentrating traffic. The

three major goals are to make visitors stay as members, enhance their

experience and gain revenues from services offered to them. Engaging

members involves tracking usage patterns to find out what would make

the community even more interesting to them. Community should also
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be focusing on increasing its offering, so that there is more to do and

the member will feel excitement never knowing what they will find

next time they will visit. The offering consists of member-generated

content as well as content from new providers and vendors. (Hagel &

Armstrong 1997, pp. 141–147) One way to do that is to host inter-

active events such as synchronous chats and web seminars, that allow

the customer to connect directly with the corporation and also learn

about the product and share experiences. Synchronous chat can be or-

ganized with internal experts to create a dialog between members and

the company. Members feel that the company is approachable and the

company gets valuable feedback from customers. Web seminars offer

online training for members, and they can be kept inform about their

target of interests with e-mail newsletters even when they are not vis-

iting the community. (Lesser & Fontaine 2002) Extracting value from

the community will be a combination of member fees, advertising rev-

enues and transaction commissions. This will depend on the nature

of the virtual community. The third gate is aimed to create switching

barriers by promoting personal relationships between members, ac-

cumulating and organizing member-generated content and improving

community functionality. (Hagel & Armstrong 1997, pp. 141–147)

Virtual communities are useless if there are not enough people par-

ticipating. However, the possibility for anonymity and easy access to

Internet increase the attraction of virtual communities. There are peo-

ple that are interested in your subject of choice, they just need to be

found.



Chapter 6

Tekla Corporation

Tekla Corporation is a leading international software company with the

focus on building and construction, energy distribution and municipal-

ities. It supports the core processes of customers with model-based

software solutions. The company’s business areas are Building & Con-

struction, Energy & Utilities, Public Infra and Defense. Tekla is highly

international in the first three areas selling the software and services as

well as developing products. Defense operations aim mainly to serve

the Finnish Defense Forces. Tekla’s model-based software products

and related services are used in over 80 countries. Tekla was founded

in 1966 and its headquarters are in Espoo, Finland. The company also

has own offices in 10 additional countries as well as a worldwide part-

ner network. Tekla Group´s net sales for 2005 were approximately 38

million euro, of which 72% came from international operations. The

company has about 300 employees, and nearly a third of them work

outside Finland. Tekla Corporation’s shares were listed on the the

Helsinki Stock Exchange in May 2000. (Tekla homepage 2006)
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Tekla’s model-based technology cuts design times and reduces errors.

The technology is open and independent of hardware type. It means

that the information in the database is not document-based, but is

modeled on the real world. In Tekla applications geometry, spatial

information and data on the properties of objects are in the same

database, which means that the data can be easily manipulated as

desired. The objects are stored in the database using the simplest pos-

sible descriptions. Application-specific algorithms make it possible to

compose desired entities from the objects while application is in use.

The information model constructed by Tekla for its product applica-

tions is a smart product model, where an object understands which

other objects it can link up with and how this linkage takes place.

(Tekla homepage 2006)

6.1 Tekla Building & Construction

Tekla Building & Construction unit develops 3D modeling solutions for

the building industry. This unit is one of biggest successes of Tekla, and

94% of the sales is international. Tekla Structures product is a struc-

tural BIM system which covers the entire structural design process

from conceptual design to detailing, fabrication and construction, and

is used by people in over 60 countries. It is possible to design and

create an intelligent building model of any size and complexity, made

from steel, concrete or any other material. Tekla Structures supports

multiple users simultaneously working on the same model even across

industries and project phases. The 3D model contains all the informa-

tion required for design, manufacturing and construction. All drawings



CHAPTER 6. TEKLA CORPORATION 57

Figure 6.1: Tekla Structures model
(Tekla homepage 2006)

and reports are fully integrated within the model thus generating a

consistent output. (Tekla homepage 2006)

Figure 6.1 shows how Tekla Structures is integrated to the structural

design workflow (Tekla homepage 2006). The target customers are

working with conceptual design, analysis and design, drawings, detail-

ing, procurement and purchasing as well as fabrication. The software

can also be used in investment decisions estimating costs and structural

visualization and in erection planning and project management.

The newest version of Tekla Structures supports open structural BIM.

It is the first completely integrated solution for structural design. This

is also the cornerstone of the thesis. Open BIM interfaces make it

possible for all design information to be produced and managed within

a single 3D product model. Such open interfaces are crucial in order

to tie the different design applications and disciplines together. Im-

plementation of this model-based approach requires a new industry
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way of working. TS product provides an open environment through

standard interfaces and Tekla Open Application Program Interface

(API) collaboration. The software can communicate with other appli-

cations or can be a platform for customizable internal solutions. (Tekla

homepage 2006) This openness will also mean that TS users can get

components from others and use them as a part of their design. This

kind of collaboration could be revolutionary.

6.2 Tekla Extranet

Tekla Extranet is a portal designed for the Tekla software users. It

is in its early phase. There is a third party that takes care of the

infrastructure, but does not intervene in the content. Extranet provides

discussion forums in English, German and French, and these forums are

in active use. Users can not start a new stream of discussions, but they

can suggest it to the web master. There is also a section of frequently

asked questions and some training material to be downloaded. A small

component collection is also available for downloading, and even a link

to a component manufacturer’s site, that distributes the blueprints

of the components they manufacture, designed with Tekla Structures

software. This Extranet can be seen as the preliminary environment

of the future portal for Tekla Structures users. It has a lot of the basic

elements needed, but it needs to be boosted up.
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The objective of Tekla Structures

e-business model

This chapter focuses on the functions that different parties inside Tekla

B&C wish the portal, the essence of the e-business model, to have. This

is based on interviews, and the framework for those interviews can be

found in appendix 1. The chapter presents a preliminary setting of

possibilities and challenges that managers and directors have consid-

ered important. The final suggestion of the portal’s composition will

be partially based on these suggestions. First there will be some dis-

cussion about the possibilities the portal brings to Tekla B&C and 3rd

parties, as well as challenges and finally some suggestions on construct-

ing the portal that will be taken further in the following chapters. The

possibilities, challenges and suggestions have been summed up in table

7.1. Those are explained in more detail in the following sections.
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Table 7.1: The possibilities, challenges and suggestions for Tekla Structures portal

7.1 Possibilities for Tekla Building&Construction

The possibilities for a portal that runs mainly by and for Tekla B&C’s

third parties are big. These third parties are TS end users as well as

component developers and manufacturers. Some component manufac-

turers model the physical components they sell with TS software. It is

in their best interest to publish those component blueprints for users

in hope of indirect revenue. This means that any TS user can use

the modeled component and know where they can purchase it from.

These manufacturers can vary in size from relatively small companies

to big ones. Other component developers design separate applications

that can be used with Tekla Structures software. This kind of synergy

is beneficial for both parties. If the model succeeds, it can prove to

be a powerful source of added competitive advantage as well as rev-

enues. As TS software is used to model building projects, the amount

of components is a big.

The potential of a 3rd party market place is widely acknowledged inside

Tekla B&C (e.g. Wessman 2006). It could provide customized tailor-

ing which has not been the case previously. Through this 3rd party
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electronic market customers could hook up with developers to find

solutions to their component problems. It would also provide added

value to potential customers, which is especially important in the new

segments the product is being introduced. Most of the custom com-

ponents are customer specific, and specialists that are able to design

components from order are highly asked for. If the portal would offer

a way for these people to connect, that would be even better.

Openness is a strategic choice, and open interface meaning unlicensed

custom components, is a very significant factor especially in the precast

segment, and a competitive strength against severe competitors like

Autodesk. This kind of Application Program Interface (API), a set

of routines, protocols, and tools for building software applications, is

itself valuable for potential customers. The more added functionality

is built on the platform, the stronger grip the company has on the

market. If 3rd parties are active in developing components, it would

save Tekla’s resources. There are smaller side segments which can be

covered this way, since otherwise it would not have been a wise thing

to do considering resources. All this would increase the attraction

and visibility of the TS product. It would be an asset if the solution

for 3rd party market would support the whole product and create an

atmosphere of community and unity. There is a definite demand for

such a place where people can exchange information, know-how and

components.

Some of the interviewees support strongly selling the components to

the extent it is possible, but are more interested in the idea of a com-

munity (e.g. Wessman 2006, Puntila 2006a). The Web offers an ideal
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place for a component market as the product is easy to describe and

show. Also the components can be distributed by downloading and

paid immediately. The logistics is simple, and it should therefore be

extremely efficient.

Table 7.2: Electronic market benefits and threats
(Modified from Rouhe 2006a)

Interviewed marketing professionals from Tekla see the idea of elec-

tronic market as is presented in the table 7.2 (Rouhe 2006a,Puntila

2006a). It is good for the TS user to give his components to distribu-

tion, because it is one way of maintaining and developing skills. Now

there would be a place for all the components that are designed, even

those that are not used by that specific developer. The motivational

factors would be some sort of compensation and gaining name and

reputation as a developer. TS user on the other hand would get com-

ponents from the market fast and with less effort than designing ones

own. It will save work hours and resources. Potential customers on the

other hand would get advices and the feeling that they not alone, there
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are others willing and able to help them. Finally Tekla itself would be

in control of a big happy group of people that enjoy providing content

to the market.

It is obvious that the discussion about the possibilities of this 3rd

party electronic market has been going on for a while. All the people

that were interviewed identified similar possibilities adding their own

expertise to it. The portal is hoped to attract more customers, give

competitive advantage against others especially in new segments and

offer current customers added functionalities.

To make sure that the 3rd party e-market is successful, there must

be some benefits to the 3rd parties that motivate them to participate.

For smaller component manufacturers it can be a valuable marketing

channel. The aim is to make sure that the components are tested and of

high quality, so that customers can trust them to be good and working.

Customers and potential customers can also get advises, tips to solve

their problems and generally express their opinion on the product.

From another point of view the users might see component exchange

as a beneficial thing, thinking that giving one good component might

lead to getting few better ones for the next project.

7.2 Challenges of making the e-business model work

Like all great plans, also this e-business model idea has some bigger

and smaller challenges that need to be identified and solved later on.

In table 7.2 some threats were pointed out. TS user might think that
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it is not worthwhile to give the component to the market since there

is a possibility that a local competitor would get it and thus enhance

his power to compete over assignments. The developer might also be

discouraged by the fact that somebody needs to bear the responsibility

of the component’s quality and functionality. If the component is used

on a bridge and the bridge collapses, who carries the responsibility. It

is also possible that if Tekla cannot and will not be responsible for the

testing of components, there is no telling that they work as supposed

to. Finally the costs for this electronic market might rise to be too

extensive to be worth it. The responsibility and rights issues need to

be carefully investigated to prevent any misinterpretations.

It seems that the biggest challenge is to get 3rd parties to participate

and actively generate content to the portal in the form of components

and discussions (e.g. Wessman 2006, Puntila 2006b). If the idea is to

take the portal solution a step closer to community thinking, the idea

of selling components should be secondary and the primary function

would be to attract customers using more of an open source approach,

where people would share their components and develop them even

further. To be able to create a working, successful electronic place

for commerce or exchange, the critical mass must be attained. The

question to be answered is why would anybody want to share their

components. There has to be something in return so that 3rd parties

such as customer and developers feel that it is worthwhile. Another

challenge is to deal with the fact that not all users of the platform

contribute equally.
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7.2.1 Form of business

Whether to sell components or trade them is a valid point. The cus-

tom components that are a part of the software could be compared to

macros in Excel, and that is why it is difficult to come up with a plan

how to sell them. Those are directly based on source language, and

can be shared without Tekla ever knowing it. A component can be

everything from a part that joints together a steel balk and concrete

base, to a string of source code that enables to calculate the amount of

iron mounting needed for a square meter of concrete so that it will not

collapse. There are even some that raise a question if there actually is

anything that can be sold. Especially for the custom components some

sort of trade might work better. Also the fact that components would

be sold in relatively small sums when the software itself is expensive

raises a bit of objection. It includes that the idea of taking on a new

business which is not related to core competencies, structural design

and programming, is unfamiliar in times of outsourcing.

The revenue logic is something worth thinking about. If the compo-

nents are sold, who takes the profit and where is the line drawn what

is a complete component and which ones need to be developed further.

The immaterial rights of components need to be transferred to Tekla

simultaneously as the component is being loaded to the electronic mar-

ket (Haukilahti 2006a). There are also some components that need to

be an integrated part of the software, so the line should be considered

which are add-ons and which belong to the package. There are also

factors to take into consideration about international sales. The elec-

tronic market is to be international, and international transactions are
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subjected to laws and regulations which can make things complicated.

7.2.2 Quality and security

The quality of components is going to be a huge challenge, how to

make sure that Tekla can deliver what it promises. Some see that

quality control and developer screening are actually the biggest chal-

lenges (Partanen 2006a). There has to be a way to determine which

developers to accept. It is important that the pursued solution does

not strain resources too much to make sure that the quality remains

high. It should be clear who does the testing and approving. Oth-

ers would prefer that Tekla would offer an open market place to 3rd

parties, but would take no responsibility, so that if there is something

to complain, the vendor and the buyer can solve them by themselves.

This might on the other hand lead to uncontrolled happenings on the

market place and could even harm Tekla’s reputation.

The idea of the portal being open can also be a security threat. With-

out proper measures, someone could possibly load harmful material

to the portal. The total openness would also mean that competitors

could see what is going on in there. Some think it is a threat and

others do not see it being a problem since the components are not ap-

plicable to any other software and in B2B markets it is highly unlikely

that someone would use such a channel to harm Tekla’s reputation.

It is probable that competitors already have Tekla’s software in their

hands one way or another. Services department is also concerned how

much this component designing will burden Helpdesk. If a customer

explains what he has been doing and asks why it did not work out, the
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easiest way would probably be for Helpdesk to do the component, but

the idea of functioning as a component factory is out of the question.

7.3 Suggestions

The challenges discussed above in section 7.2 have also spawn some sug-

gestions how to turn these challenges into something positive. These

include:

• Certification

• Developer Program

• Top-10 lists

• User ratings

• Component rating and trading

The newest version of Tekla Structures is going to have open interfaces,

which means that anyone can develop something and do what ever they

want with it. That is why the idea of certifying the components has

been suggested by many of the persons interviewed. In this case the

certification means that the components or the manufacturer has been

approved by Tekla according to a specific set of characteristics. In

chapter 4 was mentioned that also Nokia uses certification. It means

that certification is possible and even recommendable. Nokia uses it

as a way of controlling quality and the flow of the e-shop.
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There has been a lot of discussion of the levels of certification. The

non-certified category would be the mentioned open interface usage,

which is basically a free zone. The next level would be to offer a place

for trade, which would itself be a certain certificate. This could also be

divided into two, where one would be freely at the use of component

makers and the other would be supervised by Tekla. This would also

include launching a Developer Program to help 3rd parties to attain

benefits. At first this developer program could be a core team of de-

velopers that would carry the initial weight of getting things started

with the help of Tekla B&C.

Another suggestion is that in the lowest level are the components that

are needed for a certain project (Partanen 2006a). A step higher is

a country specific level, where no translations are needed, as the help

function only needs to be in that specific language. The same compo-

nent could also be on the global level, in which it would be checked

to the letter and approved. One suggestion is that the model is two-

phased (Haukilahti 2006a). One would be to actively collect compo-

nents based on market demand and be responsible for testing, docu-

menting and updating. The other is that components would be loaded

passively from the world to a wild zone, where quantity overcomes

quality. The risk is that the wild zone would become a ”dumpster” for

components, so it would need to be managed with search hierarchies

or clear metasearches.

To save effort and resources it is possible to find a third party to manage

the portal under Tekla’s brand. An idea to get people involved would

be launching a Top-10 components list where everyone could see how
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their components are doing on the market( Puntila 2006a). This would

appeal to developers egos and create a positive spin so that they would

develop even more components. On the other hand, the risk here is

that it would burden too much the parties that are doing testing and

approving. Also the idea of having users rating the components from

their experience in using them, could work at least in the free zone.

The customer evaluation system, ”user certificate”, could be used as

a source of feedback. Quite a few freeware download sites use such a

system. One idea how to motivate users to be active could be a bonus

system, which works on the basis ”the more you give, the more you

get”. Components could be graded and the points you get from giving

one component can be used to get another one. This way the actual

selling could be avoided and the revenue logic could be based on for

example service fees. One suggestion is that by using a service scale

were on the lower level and smaller fee the user is entitled to some

services (e.g. self service) and on the higher level the fee is also higher,

but the variety of services gets wider. More specific solutions will be

discussed later on in chapter 9.



Chapter 8

E-business models for Tekla

Based on the theory of e-business models and Tekla’s objectives, three

different e-business models for the situation were constructed. These

models are called open, closed and limited, based on the level of open-

ness. The basic elements of the portal in every model are the custom

component market, the virtual community and an e-shop for applica-

tions and more complex components. E-shop in these models is a thing

of the future, and is not connected to the custom component market

at the moment. It is there to remind that there is a possibility to sell

also applications in the internet. The models differ from each other in

terms of openness, solutions for revenue logic and the form of certifi-

cation. These features are presented in table 8.1, and will discussed

in more detail during this chapter. The models are designed to offer

a wide range of possibilities to be presented to key persons in Tekla

B&C, so the most suitable elements can be selected to the final model.

The question whether Tekla should host the portal itself or not, is to

be discussed later on.
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Table 8.1: Features of the models

8.1 Open model

The open model is based on the idea of openness as a strategic choice.

It offers the most to the potential customers, but does not forget the

current ones. The responsibility for the components would stay with

the developer, and the component market would only be a distribution

channel for them. The rights for a component stay with the developer

too, which can be accomplished by contract agreements. This way

there will be no arguments or legal disagreements on the distribution

of the components. The aim is not to earn money for Tekla, but to

boost the TS product. The threshold for providing content is low since

open model is very easy and alluring for users.
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8.1.1 Open solutions

Figure 8.1: Open model

As it can be seen in the figure 8.1, the component market is divided

in two, one is the free zone and the other one the certified side. The

free zone works so that anyone can download components from there,

but for uploading registration is needed. Registration helps to keep

track of the components that are uploaded, helping to keep harmful or

unapproved material away. The free zone has the same principle for

shareware as Tucows has in its place.

The certified side could be considered as a brokerage or e-marketplace

model. Tekla is facilitating transactions and providing information for

users. In the certified side, the developers are certified by Tekla, which

helps to keep the quality of components high and avoid harmful ma-
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terial. In this side, registration is also needed for uploading, but that

comes with the certification agreement. Downloading is free, after you

pay a certain periodical fee to enter the certified side. The fee is set to

cover the costs of the portal, and to protect the certified components.

The certifying process requires a certain amount of resources, so they

are only offered for those who pay the fee and thus gain added value

from the component market. If it was totally free, the certifying would

not create added value and the developers would be reluctant to com-

mit. In the worst case scenario, the components would be downloaded

and published also somewhere else, which makes the whole idea of cer-

tifying useless since it would not bring added value to the users. The

idea of it is that it provides a sense of security for the users to know

that they can rely on the components downloaded from the component

market.

For commercial developers who do not use the components themselves,

uploading is free of charge and they do not have to pay the periodical

fee. These developers design blueprints of the physical components

they sell, and publish those in order to increase their business. In both

sides user ratings are being used to create a more united atmosphere

and commitment. This is adopted from the model Tucows uses, and

the rating idea was also suggested in the initial interviews with Tekla’s

key members. Rating is interesting for the users, and they can feel that

they are participating. These user ratings might even help people to

navigate through the components by picking the ones that have highest

ratings.

Virtual community is also free of charge for everyone. Anyone can
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read what others have been discussing, but a registration is required

to be able to participate in the conversation. This is partly for security

reasons so that inappropriate messages can be followed and removed,

and to keep track of the visitors.

8.1.2 Something for everyone

Potential customers can see and participate in almost everything, ex-

cept the certified market. This is to make sure that the customers that

are paying for it can have their money’s worth, but the portal is still

kept as open as possible. This model is attractive to especially po-

tential customers, but also to commercial developers who do not have

to pay for uploading. It is a free channel to promote their physical

components to a vast number of TS users. This works so that when

downloading a component, the developer is mentioned which signals

the user where to get the physical component. Some developers are

also users. In the beginning there will be few of these developers, in

three years the amount should be dozens and in long term hundreds.

The open model would offer them a lively discussion forum, and a large

component collection for their use.

8.2 Closed model

The closed model is very exclusive, and does not offer much for po-

tential users. The nature of the portal is totally different than in the

open model. This has another perspective for revenue logic, but the
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model does not aim to gain profit for Tekla. Closed model is less of

a security threat, since competitors are not able to see what is in the

portal. This is the other extreme of solutions for the portal.

8.2.1 The principle of keeping portal closed

Figure 8.2: Closed model

The figure 8.2 presents the principles of the closed model. Both the

component market and the virtual community are closed, and regis-

tration is required to be able to access the portal. If comparing this

model to the ones presented in the theory, the whole concept is clos-

est to virtual community, also the component market. This model is

closest to Tekla’s Extranet, which is a simplified version of the future
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portal. The component market has only one side, and all the com-

ponents are certified. The idea of certifying components comes from

Nokia Software Market. They used certification to make sure that the

software sold is of high quality. The certification in closed model is

done by checking that the components meet a certain set of criteria,

and then they are rated in a scale from 1 to 50 points, that tells how

complex and resource demanding they are. One is a simple component,

and 50 is very complex. The trade then works so that if you upload

a component that is rated to be 10, you get to download the same

sum of components from the market. The uploaded components add

up to developer’s user account, and he can use them when he sees fit.

This would encourage the users to develop components so that they

would get the components they want. Registration and downloading

the components are free of charge.

8.2.2 Paying the price

Since the portal is free of charge, it is not the users that pay the price

for the opportunity to trade components and exchange opinions in dis-

cussion forums. This closed model is funded by the commercial devel-

opers that get a marketing channel for their products. In this sense the

model reminds of advertising model, where advertisers pay for space.

The pricing can be based on the number of components uploaded by

that developer, or the number of downloads of those components, in a

”click through” way. It is important to make sure that the portal stays

vivid and that the people in there are active. It is a playground for

current users, only registration is demanded, but otherwise it is free of
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constraints. On the other hand they need to produce content to the

portal in order to get something in return. Potential users are unlikely

to wander to the site by chance, since everything is behind registration.

It might turn off some of the potential customers to register, even if it

is free. The developers paying for uploading are getting their money’s

worth through indirect revenue, and everybody wins. There are thou-

sands of TS users around the world, those might just find their place

in the portal. Some special events organized by Tekla in the portal,

such as experts participating to the discussions or a campaign making

components rated to higher points available for less, would make the

place more interesting to users and would encourage them to visit the

portal often.

8.3 Limited model

The limited model was designed to mainly serve current customers’

needs, but also to offer something for potential ones. It is a hybrid

that has elements from the open and closed model presented above.

This model is fairly safe for everyone, but maybe lacks the potential of

being a great success.

8.3.1 Wild side and certified

The key points of the limited model are shown in figure 8.3. The

component market has again two sides, as does the open model. The

difference is that in the certified side the components are certified, not
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Figure 8.3: Limited model

the developer. This was the case in closed model, but for this lim-

ited model the point exchange system has been left out. This makes

it possible for people to download even if they do not contribute to

the portal themselves. It gives the user more freedom and thus makes

the threshold for participating in the portal lower. This certified side

would be however for Tekla’s customers, so that only they can down-

load from the market. Commercial developers would also be able to

upload content. The potential customers would have the possibility

to see what is going on in the certified side, and they could see some

description of the components as well as developers, but could not

download anything. To get the milk, you have to buy the cow.

The wild side would be carried out as in the open model, Tekla or
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another host would be in charge of moderating the market, but would

not interfere with the content itself. The virtual community would be

targeted at current customers, and it would be closed for others. This

means that potential customers are not allowed to enter the discussion

forums or see what is in there. This would prevent them from asking

their questions, but would serve as a useful channel of advice for the

more accustomed users.

8.3.2 Attracting users

Even if the idea of this business model is not to make huge profit, there

are costs that need to be covered. In the limited model this is done by

maintenance fees. Tekla Structures users already have the possibility to

pay a yearly maintenance fee to gain entrance to Extranet and technical

support. This idea would stay the same, with some alterations. Since

the new portal would offer the customers much more than the current

Extranet, the fees should be reconsidered. The current maintenance

fee would be the basic fee, offering about the same amount of service

and rights as now. If the user wants added functionalities and rights, he

would pay more for this. There are few levels of service, starting from

self service to the all inclusive level where one could download as many

components as they will from the certified side and get all the support

they need. This system would give the customer the power to choose

from few alternatives how much he wants to take advantage of the new

portal. The commercial developers can upload their components free

of charge to the market.



Chapter 9

Evaluation of the models

Previous chapter described the three models that were presented to

Tekla’s Building & Construction unit’s services director, product man-

ager, marketing director, marketing manager and channel manager.

Their areas of expertise were chosen to make sure that the models

are evaluated from different perspectives. This chapter focuses on the

feedback and the evaluation of the models. The subjects by which they

were evaluated in the interviews are presented in appendix 2.

The evaluation of the three models is based on an analysis that is

somewhat similar to SWOT-analysis. The strengths and weaknesses

are based on comparison between the models. Instead of opportunities

and threats, it is more important to compare the models by the pos-

sibilities and challenges they pose to Tekla. These features are shown

in table 9. The aim is to select the elements from each model which

are desired to exist in the e-business model that will be recommended

for Tekla as a result of this thesis. People from different specialization

background saw the models from different points of view. Marketing,
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product and service oriented views focused on different parts of the

models, and made it possible to form an overview of the situation.

The evaluation is explained in following sections, and at the end of

each section the most potential and suitable features are summarized

to help build the final model.

Table 9.1: Analysis of the models
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9.1 Strengths

All three models have different strengths compared to the desired out-

come and to each other. These strengths are based on expert opinions,

but are not the absolute truth. Strengths are always the easiest to

pinpoint, since the models are designed to fulfill a certain need.

9.1.1 Free and friendly

The open model soon turned out to be the one that had most strengths.

The idea of a free zone that was open to everyone got a lot of support

(e.g. Rouhe 2006b, Partanen 2006b). It is easy to use from end users

point of view, since it does not require payments nor obligations. The

free zone has also a lower level of creating content due to mentioned

reasons, and there is a definite demand for that.

In the certified side the developers were certified, which makes it easier

to maintain quality. Certifying developers would save resources as the

components that they develop would not need to be checked one by

one, as the contract would make the developers responsible for their

components. It would also support the idea of a Developer Program,

that was introduced to the discussion to make it legally possible to

take advantage of API to develop something for selling or distribution

purposes (Stenvall 2006).

The Developer Program would also work as a motivator for develop-

ers, if they were to gain something for participating. This motivating

is one of the cornerstones for any portal to succeed. Inspired by that
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a Hall of Fame was brought up (Puntila 2006b). It would motivate

the developers by appealing to their egos; they would have the op-

portunity to gain glory in a global scale. The idea of having user

ratings as a part of the component market had a good response (e.g.

Rouhe 2006b, Partanen 2006b). It would help the users when the

number of components would get higher and one could then search for

components by the average of ratings. It would make the market more

interesting and help the developers be more committed to the portal.

Also the fact that open model hands over most of the responsibility to

developers and others than Tekla, is one of the key strengths.

9.1.2 Value from virtual community

The strengths of the closed model were not so obvious to interviewees

in Tekla. This does not mean that it has no strengths. The execution

of virtual community did get acceptance (Haukilahti 2006b). What

makes it good is that it is only for current customers and users of

TS. It is a way for experienced component makers to ask for guidance

and peer support. Another strength of the closed model is high level

of control. When nobody gets in without Tekla’s approval, it is more

difficult for competitors to enter. It should also be fairly easy to prevent

duplicates, when there is only the certified side and the components

are approved one by one. It is an excellent advertising channel for

component manufacturers, as the TS users all around the world are

able to see the components and download them. What is also good in

this model, at least from the end users point of view, is that it is free

to use. Tekla or another chosen third party is responsible for certifying
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the components, but the developer carries the final responsibility.

9.1.3 Something for everyone

The limited model was a compromise, the one that would most likely

please the evaluators. This however was not the case. The model got

some support (Puntila 2006b), but was also strongly opposed. This

model would be the safest choice, but others see that in order to be

great, one must take chances. Starting out the portal relatively closed

does not limit the future of it. It would be easier to open it up when

needed, or on the other hand close it more. The limited model offers

a little bit for everyone. Certifying the components gives everybody a

chance to participate as a developer, since it does not tie them to De-

veloper Program. Still, they are responsible for their own components,

and thus taking the burden off from Tekla.

9.1.4 Key points

The key points considering the final model can be picked from different

models:

• Open model; free zone, Hall of Fame, user ratings

• Closed model; virtual community

• Limited model; something for everyone
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From the open model the free zone for components, the Hall of Fame

to developers and user ratings are useful in every kind of model. They

support the flow of browsers and later on the commitment to the por-

tal. The solution for virtual community is taken from the more closed

models. It is not good to be too open, and this way the community

will truly create added value for those who seek help from there. The

limited model offered something for everyone. This could be imple-

mented to the final model so that also occasional browsers could see

something from the certified side, but could not upload or download

anything. Just based on strengths it is too early to decide whether the

certification should focus on the developers or the components. There

are some good arguments for both of them, but with further evalua-

tion it will become clear which way to lean. The Developer Program is

necessary to legally allow the component selling and distribution, since

it is now forbidden in contract agreements. The form it will take will

clarify later on.

9.2 Weaknesses

No matter how carefully you plan business models, there will always

be some weaknesses at the end. Nothing is perfect, but the key is to

minimize the weaknesses. Here is how the models were evaluated from

that point of view.
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9.2.1 Wide open

As mentioned earlier, openness is a strategic choice. Still, there comes

a limit where it is just too open to serve the purpose. This is what

happened with the virtual community in the open model. It was free

and open for everyone, but that was seen undermining the value of the

community to experienced users (e.g. Rouhe 2006b, Haukilahti 2006b).

Currently they use the community in Extranet to seek help in advanced

level, and mixing it up with potential customers inquiring information

about the product would not be a good idea. The fact also remains,

that the more open the portal is, the more difficult it will be to control.

If users and browsers have wide rights to do things in the portal, it is

going to be difficult to monitor.

9.2.2 Building barriers

The closed model was built to be at the other end of the scale. This

shows that if too open is a minus, so is too closed. This model would

be totally closed from any other than the people that were TS users,

there is nothing for others to see (Puntila 2006b). This would hinder

the attempts to reach critical mass, which is vital. It would also be

difficult to get people interested in the closed model, if they can not

see and browse freely. The components would be certified and rated,

which needs a lot of time and effort (Partanen 2006b). It is a complex

system, which most likely will not encourage users to commit and cre-

ate content. It basically forces people to develop components in order

to get them, which may lead to lack of interest and the component
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market would fade away. The portal would be controlled by registra-

tion, but it would be free for users. This on the other hand would lead

to loss of maintenance income, since it is unlikely that the payments

done by the developers would be enough to cover the difference.

9.2.3 Payments

The biggest stumbling stones in the limited model are the split-level

payments (e.g. Rouhe 2006b, Haukilahti 2006b). It means that the

maintenance fee is divided into different categories by the level of ser-

vice and rights. Paying the lowest fee would ensure some service and

access to the portal, and those rights would be gradually elevated as

the categories get more expensive. The problem here is that people

are usually willing to pay only the lowest fee, but still might demand

higher level of service. In worst case this leads to loss of maintenance

income and to unsatisfied customers. As this model is still relatively

closed, some of the same weaknesses as in the previous model apply.

This can be seen as an off-putting factor when the goal is to get max-

imum amount of current customers and potential ones into the same

portal.

9.2.4 What to avoid

It is possible to minimize the weaknesses. In this case it is important

to be open in the right places and a bit more closed in others. Here is

a list of what to avoid:
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• Virtual community that is too open

• Portal that is too closed

• Component trade of rated components

• Split-level payments

The open virtual community presented in the open model would most

likely be a bad choice. Virtual community should be a place where

users can exchange thoughts and ask for help as well as help others.

This only works if the users are on the same level of understanding.

The portal itself can not be too closed, as in the closed model. It raises

the threshold to enter the portal and to act as a productive member of

the community. In the same model the certified and rated components

were introduced, but in expert opinion it will not be a working solution.

It requires too much resources and it would force the users to develop

components, which never produces good results if people feel that they

are compelled to do something. It would also be difficult to determine

who is responsible for the rating and what scale to use. Another thing

to avoid is the split-level payments. They complicate things and it is

important to keep the portal as simple as possible for the end user.

9.3 Possibilities

Analyzing the possibilities that the environment creates for this busi-

ness model is not an easy task. It requires the insight to almost see
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to the future, or at least predict it as detailed as possible. If one can

think the future, it is more likely to turn out as planned.

9.3.1 Critical mass

Since the open model had the most strengths, it is not surprising that

it also has the most possibilities ahead. The potential to reach the

critical mass is highest in open model (e.g. Haukilahti 2006b). This is

due to openness, which invites people to browse and participate. The

competitive advantage that is possible to achieve through successful

portal, is then likely to occur. This model also had several motivating

factors taken into account, such as the Hall of Fame for developers.

That way the portal may grow and flourish. The commercial developers

are most likely to be interested in participating in an open portal, since

it guarantees the maximal visibility for them. The more browsers and

users, the more indirect income is possible to gain.

9.3.2 Tight unity

It is understandable that when a portal is very closed, it is difficult to

get people involved. This can be the case in the closed model. It is

in human nature to resist changes and wonder new things, especially

if you can not see or feel them first. On the other hand, when people

get over this initial phase, they might find that the portal actually

forms a tight community of passionate users. This will strengthen the

commitment and the bond between users and thus support creation of

content.



CHAPTER 9. EVALUATION OF THE MODELS 90

9.3.3 Potential of the future

The possibilities for limited model rely on potential customers. They

will be able to see what is the added value of the portal for them, and

in an ideal case there will be masses of potential customers browsing

around. When considering that the aim of the portal is to support

the core business, the potential users are the key to the future. Just

maybe it is not only the potential customers that will make this model

a success, it might also be competitor’s customers that realize the po-

tential Tekla has to offer to them. Tekla has the product that changed

the structural BIM, and now it would have a place with a lot of added

value to support it.

9.3.4 What lies ahead

The future is never easy to predict, but one can prepare to what lies

ahead. With visions it is easier to be ready to face the possibilities

and also the challenges of the future. The open model strikes a chord

by openness. It is most likely to reach critical mass and work as an

motivator for users and for developers. There is a definite demand for

such a place, a market that shares components. Offering to potential

customers something they can not get from competitors, makes them

more interested to become Tekla’s customers.

The closed model on the other hand might become a playground for

enthusiastic developers because of its feeling of companionship. This is

possible to achieve also in the open model by using registration. This

way there is still a place that the developers can call their own, without
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driving potential customers away. One major possibility for Tekla is

that the TS product is one of a kind. It is the first to make use of open

interfaces which makes it possible to use components that others have

designed.

9.4 Challenges

The portal is not disconnected from the reality. That is why the en-

vironment also poses challenges to it. With careful planning it is still

possible to turn these challenges into something positive. This sec-

tion focuses on the challenges different models would face, and which

chances are despite of that worth taking.

9.4.1 Knowledge leak and quality

In the open model the challenge comes from competitors. Usually

companies are very keen on protecting their customer portals or sites

in the fear of competitors. Openness is a strategic choice, and market

leader should be confident enough to make it. It is possible that from

the open model competitors would be able to see some information,

which might be useful for them. It is highly likely that the competitors

already have some level of knowledge about TS product, but as long as

the components do not fit together with another software, the threat is

not imminent. There was also some uncertainty of competitors loading

their materials to the portal, but this can be prevented by registration

and contracts.
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As this model also has a free zone that is open for basically everyone,

the quality of the components is an issue. The components are not

monitored or checked by Tekla, so there might be some material that

is not working properly. Even if Tekla mentions this in the site, it

might cause some troubles image wise. Also because of the free zone,

it might turn out that developers are unwilling to certify their compo-

nents because it requires more work (Stenvall 2006). The catch is to

make it so compelling that developers have a hard time resisting.

9.4.2 Restrictions

Using the closed model is not totally safe either. Developers may not be

willing to pay the price for reaching only a closed community of people,

after all that reduces the number of people that see their components.

This might be reason enough to take their components to another site,

which is not certified by Tekla. The more portal is restricted, the more

alike it is to the competitors offerings. If it does not work as luring

potential customers, its value might be less than it could be. Every

step that brings this portal closer to the ones that competitors have, it

is a sure thing that the competitive advantage does not get any higher.

It is not enough to follow, it is important to lead.

9.4.3 Outsiders

In the limited model the wild zone is in the certified side. This means

that not everybody can upload and download from there. It elevates

the threshold of participating, and may direct developers to just forget
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the whole thing, or to publish the components somewhere else. Sites

that offer this possibility with no costs or commitments, are interesting

for developers.

9.4.4 Dealing with uncertainty

Of course every new situation and idea faces some amount of uncer-

tainty and even resistance. With this portal it is still manageable.

Open solutions offer more possibilities for competitors to get some in-

sight knowledge about the product, but whether it is a risk that jeop-

ardizes the openness is unlikely. If Tekla wants to achieve competitive

advantage and obtain potential customers, it is essential to lead and

be as innovative as the product itself also with the e-business model.

9.5 Other remarks

During the interviews other points were introduced to the conversa-

tion. These are briefly explained in this section and discussed more

in detail later on. The three models were totally focused on trading

the components with other means than selling. However, when the

liabilities, rights and execution were discussed, turning the component

market into traditional e-shop got a lot of support (e.g. Rouhe 2006b,

Haukilahti 2006b). With this kind of portal and component trade it is

important to pay attention to security questions as well. Tekla would

be carrying some responsibility over the place in any case, and compo-

nents should be protected somehow from illegal distribution.
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Another major issue of concern is motivating the developers to produce

content. They need to get something in return, because the business

world is focused on creating value. Especially commercial developers

want money for their components, not discounts or other components.

The purpose of the portal is to attract all kinds of developers, so differ-

ent kinds of motivational factors should be included to the final model.

It also sounds easy just to certify components or developers but there

is a lot that needs to be taken into account. The standard of certifying

needs to be chosen and it might even include different levels. Compo-

nents that are available internationally need to have e.g. instructions

in several languages. It is easier to design a component for national

use than turn it into international.



Chapter 10

The final model

This chapter presents the final model so that the elements that were

evaluated in chapter 9 are now put into their places. Overview of the

final model is presented in figure 10.1 and it will be explained in detail

in the following sections. The model consists of two-sided component

market, virtual community and an e-shop for applications and more

advanced components. First the solutions for the component market

and the virtual community will be discussed. Then the focus will move

toward the revenue logic and motivating the developers. Finally, other

important factors for building such a business model are discussed.

This is also the time to put the experience of Nokia Software Market

to the context and use that information to support the execution of

Tekla’s model. The information of the Software Market is largely based

on an interview, which framework can be found in appendix 3.
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Figure 10.1: Final model

10.1 Trading vs selling

The component market is a vital part of the portal. The whole business

model started to build around components, as Tekla Structures newest

version makes it possible to use open interfaces to design and distribute

components. To be more specific, it was the custom components that

were under microscope. The custom components are usually relatively

small or easy to design, which separates them from more complex com-

ponents and plug ins that can also be developed with TS. These will

have their own e-shop in the portal sometime in the future, as Tekla
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also wants to sell some of its applications via electronic market instead

of sending a sales person to do the deal in person. It will save quite a

lot of resources from Tekla and also from the customer. Based on the

feedback and suitability to the situation, the component market has

been divided into free trade and certified sale. The reason for this is

to better serve all the third parties that are involved.

10.1.1 Certified sale

The key features of the certified sale are:

• Certified developers in Developer Program

• Developers determine the prices

• Only for Tekla Structures users

• Potential customers can see descriptions

In the certified side developers that are in Tekla’s Developer Program

can sell their components. It is up to the developers to determine the

price of their component or whether it has a price at all. The prices are

presented in e-catalog, where the price is same for everyone. Whether it

is fair to charge the same price from a big customer or a small one, is a

question of ethics. There are many reasons for creating a certified side

that is close to e-shop. It is easy to execute as the immaterial rights of

the component stay with the developer. Tekla is only offering a market

place, where people can do business. This system has worked well for

Nokia Software market, and even though it is B2C, it is applicable for
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B2B as well (Heikkilä 2006). Certification is also a label of quality and

security. This way the users that purchase components from Tekla’s

component market can be sure that it is compatible with their version

of TS.

The Developer Program motivates the developers to participate, as

there is an opportunity to benefit from it. Ordinary users can buy

components and save time and effort as they do not have to design the

component themselves. Also the potential customers have been taken

into account. They can see some description of the components and

the developer, but can not buy before they are TS users and paying the

maintenance fee. Also those users that have not paid the maintenance

fee can see the same as potential users, and hopefully are motivated to

pay the fee and join the market. After all, the fee is the same as users

are paying now, but the benefits are much greater. The commercial

developers should be interested to participate in the market as they

would reach high level of visibility within TS users and would gain

some profit. In order to make sure that the certified sale takes off,

Tekla needs to construct a core team of developers that are willing to

participate and generate content.

Certification sounds easy, but in reality it is not so simple for the

company. The standards by which to certify need to be decided, as well

as the levels of certification. Those levels can be for example project

focused, national and international, and it is likely that a certified

developer will be designing components that are in different levels.

This makes it easier for the developer if they only design national

components, as there is only one language that needs to be noticed.
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The technical aspects of certification are diverse, and they need to

be carefully considered before any steps toward certified sale can be

taken. Nokia Software Market has had its own Nokia OK certificate

for software that was developed by others (Heikkilä 2006). They have

now moved to the direction of using commonly known certificates, such

as Symbian Signed and Java Verified. It has proved that with time

the ”home made” certificates tend to fade away and do not offer the

sufficient image of quality. Tekla should take this as a warning and try

to find a certificate that could be used in this situation and would be

more commonly known.

As previously mentioned, international e-business includes a lot to keep

in mind. Selling from one country to another requires that different

taxations and legal issues are under control. Selling components so that

payment can be done with a credit card helps the situation. Credit card

companies are used to doing international e-business, and they have

the skills and experience to take care of that. Partnering with them

would ease the execution of the market. Another option is that the

components would be purchased with some sort of billing system, but

that does not feel wise as the price of the components can be relatively

low, and the billing would be a complex system, which might not be

efficient at all.

10.1.2 Free trade

In order to reach the maximum number of interested developers and

to make sure that the portal will be successful, there is also a side

for free trade in the component market. It is easier for developers to
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upload their components to the free side, since there is no certifica-

tion or participation in the Development Program required. They are

still responsible for the quality of the components, but as Tekla has

no means of supervising it, the components are not eligible for selling.

This is why the free side is based on trade. Registration is needed

to be able to upload, but no registration is needed for downloading.

Registration is sometimes taken as an obstacle for participating, and

might decrease the number of interested browsers. However, if the reg-

istration is simple enough, it will not be a problem. In Nokia Software

market registration before purchasing is not mandatory, but still most

of the people register (Heikkilä 2006). The registration does not even

offer big benefits, but it allows to save history and user informations,

so that next time those are already there in the memory. This shows

that people are not so reluctant to register, when it is expressed in the

right way.

There are two options for the free side. One is included into the more

closed parts of the portal so that it could not be entered without paying

the maintenance fee, and another option is that the free side would be

totally free of charge. Both of these have benefits, but also drawbacks.

These are shown in table 10.1.

If the free side requires paying the maintenance fee to enter, it would

mean that potential customers could not take advantage of it. On the

other hand, one must have the TS software first in order to be able to

use the components. Potential users would not need this side of the

portal, since they already can see some parts of the certified side. That

leaves the users that do not pay the maintenance fee. Should they be
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Table 10.1: Benefits and drawbacks of the free side options

able to participate in the trade of the free side? They would get a lot

of benefits with no extra charge, and would see it as truly value adding

element. More for less money. Then again, should added value be

free of charge? In every case the offering is larger than it is now, and

most of the users are still paying the maintenance fee. If the free trade

would be without any commitments, it would probably attract more

users. It might be the ”wrong” kind of users that would be attracted, if

they only come and download everything, never giving anything back.

Developers would have a lower threshold of putting their components

on the market, and it would decrease the interest of participating to

the certified side. On the other hand, if developers want money for

their components, they have to go to the certified side.

As it can be seen, there are arguments for and against keeping the

free trade totally free of charge. There is a risk that it will prove to

be unsuccessful, but in the name of openness the free trade should
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be outside the maintenance fee. It is very likely that most of the

developers will want to certify their name and components, and also

gain something for it. The free trade will not jeopardize the certified

side, but it will offer more to all the users and browsers of the portal. If

it turns out that the open solution was a mistake, it is always possible

to change the free trade under maintenance fee later.

As the trade is free, the user ratings will be even more important.

The system will be at use also on the certified side, but on free side it

will help users to navigate and find what they are looking for. It will

also help them to feel commitment to the custom component market

and increase the interest to return. Probably there will be users and

developers that will see the benefits from the free side and get the spark

to participate in the certified side too.

10.2 Virtual community for Tekla Structures users

The virtual community has also been constructed so that it will serve

the idea behind the whole portal best, and that is to support the core

business. This part of the portal is probably most strongly creating

added value to current users. Such a virtual community and discus-

sion forum has already been in Tekla’s Extranet, and it has been very

popular amongst users. They feel that it serves best their need of

information and support, and are eager to use it. This is the main

reason why the virtual community has been decided to keep closed

from others than users that pay the maintenance fee. Nokia Forum is

a bit similar place for developers, and it has worked well covering a lot
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of technical ground (Heikkilä 2006). The developers feel that they get

support from there and every once in a while also Nokia employees look

there for an answer for highly technical questions. Even if the closed

community would hinder the generation of traffic, in Tekla’s case it

will not be a problem. The old community has in some points even

reached critical mass, and there is no reason to suspect that the users

would not keep using it also in the new portal. This way the traffic is

also very concentrated, and the community itself will create a positive

spin to lock in more members.

The focus of the community is Tekla Structures software. The con-

tent and communication are very much in line with each other and

the focus, and without the member-generated content the portal will

never survive. The commercial orientation is met in component mar-

ket, and there are even local competitors that offer their components

for sale. This means that a user is able to compare and choose compo-

nent blueprints and through that physical components indirectly from

competitors. These aspects make it clear that the business model of

virtual community has a rightful place in Tekla’s future.

Another aspect that could be useful in the virtual community is a place

where supply and demand could meet. This part would remind a bit

the brokerage model, where Tekla as a market maker brings buyers

and sellers together. Some of this can also be seen in the certified sale.

Users can look for developers that are willing to do a specific component

for them, and they will take care of the transaction themselves. There

is a demand for skilled developers, and not all users are as fluent with

designing as others. It is easy to find the demand, but the supply side
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might be more difficult. In time some commercial developers might

find this niche, and benefit from it.

10.3 Revenue logic

Tekla’s aim is not to gain direct profit from the portal. The revenue

logic in this case is quite simple and yet beneficial to all parties. Tekla

is at the moment offering services to current customers for the price of

yearly maintenance fee. This fee opens the doors to the old Extranet,

and it will do the same in the new portal. This way the maintenance

income will not suffer from this reformation. Very often this kind of

portals and virtual communities sell advertising space from the portal,

but it is not suitable for Tekla, as they want to increase awareness of

their brand with the portal. When considering the portal as it is now

presented, it would bring no benefits to let others advertise there. The

place is under Tekla’s brand and it needs to be labeled like that. In

a way developers are advertising as their names are presented next to

the components, but it can hardly be seen as the kind of advertising

that needs to be paid extra for. Also as the aim is to gather as many

skilled developers as possible in order to make sure that the portal will

bring added value, it would be a bad choice to ask for more money

from them.

For developers in the Developer Program, the ones that are certified,

uploading is free of charge. Nokia Software market uses the same kind

of system (Heikkilä 2006). It has a third party, Openbit Ltd, that is

hosting the place, and developers can decide the price for their software
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and applications for Nokia’s devices themselves. It is when people buy

the software, Openbit Ltd takes 35% of the price and the rest goes

directly to the developer. This would work in Tekla’s market as well.

With the right contract and the right partner Tekla will be able to

make a contract that covers their cost, but does not gain much profit.

If the indirect income is taken into account, the portal will hopefully

turn out to be a huge success.

10.4 Motivating developers

There has been some good plans how to execute the business model,

but the most important thing is to get people interested in it. An

empty market does not attract anyone, nor writing messages only to

yourself. The developers need to be motivated so that they want to

participate. The most powerful motivators are:

• Developer Program

• Making profit

• Top-10 lists and Hall of Fame

One way is the Developer Program, which can be designed to be bene-

ficial for the developers. The Developer Program allows them to design

components for distribution. It also gives them a more direct link to

Tekla, and enables them to make their opinions heard. Developer Pro-

gram is the beginning of a very beneficial companionship, because it is
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possible for Tekla then to make co-operation agreements so that some

of the components will be integrated directly to the TS software.

The initial thought was not to sell the components, but it has turned

out to be essential in order to motivate developers to participate. If

they would have gotten some discounts for their maintenance fee in

exchange for components, it would not have lasted long. That would

have also diminished the commercial developers interest toward the

portal. Now that the portal is free for certified developers to upload

components, they will have a lower threshold to participate. Especially

component makers are eager to publish their components to enhance

indirect income.

For some money is not an issue. These people are driven by success

and appreciation. They want the respect of others, and can get it from

Tekla’s market. All sorts of top-10 lists and hall of fame will boost

their egos. It is a powerful reference to be able to say that is in the

global top-10 list of custom component developers. These lists would

be based on the user ratings and would work also as an attraction to

keep people coming back. There are also other things that can be done

to make sure that the portal is interesting. One is of course the layout,

and making sure that it has the visibility needed. Link to the portal

needs to be in a visible and attractive place in Tekla’s homepage, but

it might be a good idea to put the link somewhere else in the internet

as well. Campaigns with others and inside the portal would attract

users to return more often. Special events such as experts taking part

in the discussion would lure the interested parties to join.
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10.5 Practical issues

Table 10.2 is a summary of the factors that can be potential successes

or failures. Also the aspects that need to be investigated further are

included. Virtual community, Developer Program, Tekla acting as a

broker and component sale are likely to be successes based on the

evaluation done earlier in this chapter. Open free trade and reaching

critical mass might be factors that can cause a failure. Third party

host, certification and component testing are still open further inves-

tigations.

Table 10.2: Future potential of the final model

The liability issues and Tekla’s role in the portal are important to

consider. Based on the experience of other companies (e.g. Nokia)

and the opinions of Tekla’s experts, it is wise to let a third party host

the portal. This way Tekla’s part will be as small as possible, but

still it will gain the benefits of having such a place to boost their core

business. Liability issues are a big part of the reason why take a third

party to host the portal, but also companies rarely have the knowhow

and the resources to do it themselves. That is the case with Tekla

as well. Nokia found out that working with a Finnish partner was

easier, since the communication was always in real time and in same
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language (Heikkilä 2006). The work culture was also similar, and since

the partner is not a huge player, it is more flexible.

Just to get some idea of how resource and time demanding setting up a

shop or a portal can be, Nokia Software Market works as an example.

It took them half a year and four persons working full time to build the

current market with Openbit Ltd. The shortness of time was due to the

fact that they had already an earlier version with another third party,

which they could learn from. Now that the place is up and running,

there are two persons that take care of it. The Nokia Software Market

as it is today was launched in summer 2005. It is yet to reach critical

mass, but on the other hand the full scale marketing is not at work

yet. The reason for this is that they want to make sure that the shop

is as perfect as possible before marketing with full speed. Despite of

this, the Software Market has a lot of users already.

Testing and maintaining a certain quality is obviously very important.

In chapter 9 there was some discussion whether the components or

the developers should be certified. For Tekla the recommendation is

developers for earlier mentioned reasons, but Nokia chose another way.

Openbit Ltd tests all the software that is intented to the market, and

for that they have two persons working full time and one that does

some testing and takes care of the support and help that is needed.

If Tekla would certify components, it would be unlikely that it would

need as many persons, since the amount of components would not be

as big as it is in Nokia’s case. Weekly Nokia Software Market gets

about 10 to 20 programs, and some of them do not pass the testing.

Finally some important factors to pay attention to. The portal, market
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and community, they all need to be simple for the end user. No matter

how difficult the background is, the part that user sees and works

with needs to be easy to use. The more difficult the part of the user

is, the less the user will want to participate. What has also proved

very crucial is that the developer can feed the content to the system

themselves, and make modifications to it if needed. If this does not

work, all the components must go through Tekla and they will have to

put the content in, which will take more resources.



Chapter 11

Conclusions

The aim of this thesis was to construct an e-business model for Tekla

Building & Construction to be used in third party component market.

The reason for this was that the newest version of their Tekla Structures

software has open interfaces and enables third parties to develop and

share components with other users. This chapter concludes the work

done in earlier chapters, presenting the results. The first section focuses

on the research questions and the results. The reliability of the results

and this research is discussed in the second section. The final section

sums up the future steps of executing this business model in real world

with pointing out the facts that need to be investigated further.

11.1 The results

Three research questions were set to help fulfill the aim of the the-

sis. First question focused on finding out the vital functions of the

component market:
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”What functions are vital to a third party com-

ponent market and why?”

The custom components needed a new business model, a frame to do

business. The most important part of the solution was a third party

component market. Existing e-business models create value through

different ways, but Tekla’s options were narrowed down to two choices,

an e-shop and a trading place. The trading place would operate differ-

ently than selling the components itself. An important part in deter-

mining the vital functions was the example of three existing web-based

electronic markets. Below is a list of the functions that were chosen:

• E-shop

• Component exchange; free trade and certified sale

• Virtual community

The final solution combined an e-shop with shareware type of com-

ponent exchange. The component market was divided into two parts,

the free trade side, and the certified sale side. The free trade works

so that anyone can upload and download their components there, but

they can not sell them. The certified sale is more like an e-shop, where

certified developers can sell their components. It is up to the developer

to decide the price, or whether the component can be downloaded free

of charge. In time the component market will extend to sell applica-

tions and plug ins in an e-shop, so that all Tekla Structures assisting

software will be sold there to make the transaction easier for customers

and Tekla.
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To support the component market, a virtual community was designed.

The theory of business models presented it as a supporting model for

other models. It fits perfectly to Tekla’s needs, as it provides added

functionalities to the e-business model. Virtual community is also an

important part of Tekla’s current Extranet, and it will be integrated

to the new portal. The community is open only for Tekla Structures

users, providing them with technical help and peer support.

”What kind of revenue logic would be most ben-

eficial for all the parties involved?”

The revenue logic consists of different factors. The initial idea of the

component market was to trade the components, not to sell them.

Selling the components was presented during the research, and it was

found to be most beneficial to the parties involved. The components

are sold in the certified side, and distributed free of charge in the

free zone. To be able to access the certified sale side and the virtual

community, users have to pay a maintenance fee. The free zone is

free of charge and available for everyone. It encourages the developers

to publish their components and gives everyone a chance to see what

the trade is like. Free zone can also be considered as a gateway to

the certified side, where those TS users that do not wish to pay the

maintenance fee will understand that paying it will provide them with

added functionalities. Figure 11.1 presents what different parties give

to the portal and what they get from it.

Tekla offers a place for TS users and developers to exchange compo-

nents and information, creating activity around the product and gain-

ing competitive advantage through that. The Developer Program also
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Figure 11.1: Different parties’ involvement in the portal

benefits Tekla as it brings the developers closer and helps build part-

nerships. Developer provides the market with updated and working

components, taking responsibility of those. He gets visibility among TS

users, direct profit from selling the components and/or indirect profit

if he is a component manufacturer, whose aim is to sell the physical

components modeled with TS. Developers also benefit from the Devel-

oper Program, as they are better heard. Users can design components

as well, but besides paying the maintenance fee their strongest input

is the content they generate in the virtual community. The portal

offers them components as well as technical and peer support. The

third party that hosts the portal is responsible for keeping it running,

and gets a commission of the sales that are done in the certified side.
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Potential customers benefit from the portal by seeing what added func-

tionalities there are available for Tekla Structures product.

”How to motivate third parties to participate in

the component market and to publish their mod-

eling components?”

The third question was a more specific one, and is in this case included

to the construction of the business model. The goal was to find some

solutions on how to motivate different third parties to publish their

modeling component collections and participate in Tekla’s portal. A

very important motivator is direct profit. The threshold of sharing

components is lower, when something is received in return. Host of the

portal will take a percentage of the price of the sold component as a

commission, and the rest will go to the developer. This was considered

to be more efficient than rewarding the developers with discounts of

the maintenance fee or other software. Discounts would not motivate

commercial developers, and might not be enough for others either. This

is due to the fact that some developers are at least locally competing

for the same assignments, and sharing their modeling components with

a competitor is not done for a small discount.

Another motivating factor was considered to be fame and respect of

others. Top-10 lists and a hall of fame are a part of the component

market to create a positive spin of developing components. Lists, such

as the most downloaded components and developers that have the most

components in the market, increase interest to return to the portal.

These kinds of lists are used in several e-shops and shareware places in

the internet, such as Tucows.
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11.2 Reliability of the results

The definition of a business model depends on the author that wrote

it. The model that was constructed in this thesis is based on the the-

ory of business models and opinions of a group of interviewed people.

There was no unite scale used to determine which model is the best.

E-business models are all over the internet, which makes it easy to

evaluate and combine them.

The interviews conducted for this thesis were theme interviews, as

structured ones would have been too limited. Theme interviews are

fairly open, and the interaction between the interviewer and the in-

terviewee is high. This makes it difficult for the interviewer to stay

objective, and it is likely that he or she will be influenced by the opin-

ions of the interviewee. In this case the objectivity was not the most

important factor, as the solution is strongly based on the opinions of

the interviewees. The importance was on constructing a model that

fits Tekla’s needs, more than it was on constructing a business model

in general. Nokia’s interview was conducted as a semistructured inter-

view, which was more objective. The aim was to find out the factors

behind Nokia Software Market’s success and the challenges they have

encountered. This made it possible to compare Tekla’s situation to

the Software Market and benefit from it. More interviews with other

external experts might have offered other views, but the conducted in-

terviews were enough to construct a model according to Tekla’s needs.

Several interviews in two phases were conducted trying to make sure

that the credibility of the results is good. The constructed business
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model was also based on three example models that were created earlier

based on the first phase of interviews and the theory. The interviews

covered all crucial parts; marketing, service and product department,

of Tekla Building & Construction unit. The results are strongly based

on the interviews, and might not be general enough to be transferred

to another company’s needs. It is possible that this business model

would work in another software company, but unlikely outside software

business. Physical delivery would change the nature of the market.

11.3 Implications to the future

The electronic business model that was constructed for Tekla B&C is

just the beginning. This is a good start, but a lot of work still needs

to be done before the portal is up and running. This section focuses

on the future of Tekla Structures portal, and some of the matters that

still need to be taken further. Those include:

• Expansion of the portal

• Payment method

• Immaterial rights

• Certification

The elements of the business model, component market, e-shop and

virtual community are just the key stones. In time anything that is

related to the TS product can be implemented to the portal. This can
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mean publishing training material and frequently asked questions or

having the updates of new versions available for downloading. Prob-

ably in the near future, the e-shop for applications and plug ins will

take its place as a sales channel and an aid for personal selling. It is

up to Tekla to decide whether they want to take it even further in the

future and start selling the TS software license in e-shop as well. That

decision is connected to the payment method. If it is credit cards as

suggested in this thesis, it is too expensive to be sold in the internet.

Another option would be to create a billing system that would allow

this, but it is a matter of the future. It should also be evaluated if the

potential buyers appreciate personal contact as the purchase decision

is not a small one to do.

In paper the execution of an e-business model might seem to be quite

simple, but there are still few features that have not been taken into

account at the level they need to be. The purchasing transaction needs

to be easy, so that it does not become a barrier. With the help of

credit card companies the payment and downloading should be quite

simple to the end user. It requires technical support from Tekla too,

and might be quite complex. In the free trade side there is no money

exchanging hands, but it is not free of troubles. The challenge is to

come up with a way that protects the rights of the developer concerning

the components. The question is unauthorized distribution, and if it is

possible to prevent in the free zone. On the other hand, if the developer

has published the component there, it is available for everyone. If

somebody wants to take that component and put it on sale somewhere

else for personal gain, in theory it is possible. Some consideration

should be put to this matter. It might be possible also in the certified
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side that someone would purchase a component and start distributing

it. The threshold is higher as the user has to pay to access the certified

market, and he has to pay to get the component. It is unlikely that

those users have such a low standard of moral that they would start

stealing others’ components for personal gain.

Preventing duplicates is also important. It is difficult to draw a line

between which is actually a duplicate, and which is an improved com-

ponent that was originally designed by another developer. Some tech-

nical solutions are available for that, and with careful maintenance and

categorization it should be possible to keep this problem under control.

Then is the question of certification. As mentioned earlier in sec-

tion 10.1.1, it might turn out to be more difficult. The Developer

Program and certification support each other. It would be better to

use a commonly know certificate, but it is not vital. Nokia had expe-

riences that their own label, Nokia OK, faded away, but the situation

was different. TS components can not be used in any other software,

and that is all that matters. The suggestion is that Tekla would cer-

tify the developers, but the components that they develop might need

to be tested also by others than just the developers. The ideal situa-

tion would be that developers will take the responsibility for testing,

but the certification might then be too much trouble for them and cut

down the number of interested parties. It is worth considering if the

third party hosting the portal should do the testing as well.

This thesis laid down the guidelines from where to continue in the

process of executing the electronic business model. Future will show

how it is implemented and if the potential success described here will
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Appendix 1. Framework for

interview I

1. Background

Define third parties

Extranet in the future

Competition situation

Define components

Custom components or plug in applications

2. Objectives

Profit versus attracting people

Important elements of the portal

Virtual community

Tailored needs of users and developers

3. Challenges

Biggest challenges of creating a portal

Certification of components and developers

Motivating customers and developers

CONTINUED. . .
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Collecting components

4. Future

Possibilities of the portal and component market in future



Appendix 2. Framework for

interview II

OPEN, CLOSED AND LIMITED MODELS

Strengths of each model

Weaknesses of each model

Who benefits from different models

Risks of failing

Suggestions what to use and how to improve each model



Appendix 3. Framework for Nokia

Software Market interview

1. Background

What were the main reasons to build Nokia Software Market?

What kind of goals were set?

To which customer segments it was aimed for?

2. Steps of the process

How did you end up using the current form of Software Market?

How is the content of market chosen?

What were the reasons to choose Openbit Ltd to host the site?

How long did the process take from planning to execution?

3. Execution

What resources did it take to set up the Software Market?

What were the biggest challenges?

Was there something tested that turned out to be impossible?

How was the critical mass reached?

What kind of marketing efforts were used?

CONTINUED. . .
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4. Quality guarantee

How did Nokia deal with liability issues?

Was Nokia OK - label developer for Nokia Software Market?

Was Forum Nokia founded at the same time?

5. Current situation

How big is the current user base?

Which customer segment is the biggest?

What has been the greatest advantage of the Software Market to

Nokia?
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