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Abstract 
No v e l l  I n t e r n a t i on a l  wa s  a  l e a d i ng  n e t wo rk  o p e r a t i n g  s y s t e m  
p r o v i d e r  i n  t he  1 98 0 ’ s  a n d  1 9 9 0 ’ s .  I n  t h e  mi d  1 9 9 0 ’ s  No v e l l  l o s t  
ma r k e t  s h a r e  i n  t h e  n e t wo r k  o p e r a t i n g  s y s t e m ma r k e t .  To  c o u n t e r  
t h i s  l o s s ,  No v e l l  ma d e  a  s t r a t e g i c  de c i s i o n  t o  g o  o p e n  i . e .  t o  ma k e  
u s e  o f  o p e n  s t a n d a r d s  a n d  op e n  s o u r ce  b u s i n e s s  s t r a t e g i e s .  S i n c e  
t h e n  No v e l l  h as  ma n a g e d  t o  s u c ce s s fu l l y  c h a n g e  f r o m b e i n g  a  
p r o p r i e t a r y  n e t wo r k  o p e r a t i n g  s y s t em p r o v i d e r  t o  b e in g  a  l e a de r  
i n  L i n u x  a n d  o p en  s o u r ce  s o l u t i on s .  I t s  p r i ma r y  b u s i ne s s  mo d e l  
ma k e s  u s e  o f  a  s u b s c r i p t i on  s t r a t e gy ,  s e l l i n g  s u b s c r i p t i o n s  t o  i t s  
L i n u x  d es k t o p  o pe r a t i n g  sy s t e m c a l l e d  Su SE .  Th i s  h a s  b e e n  
i n s t r u me n t a l  i n  t u r n i n g  th e i r  b u s in e s s  a r ou n d .  Fo r  e x a mp l e ,  
c o mp a r i n g  t h e  f i n a n c i a l  r e s u l t s  o f  No v e l l ’ s  fo u r t h  q u a r t e r s  o f  
2 0 0 4  a n d  2 0 0 5  s ho ws  a n  in c r e a se  o f  4 1 8 %  in  L i n u x  r e v e n u e  to  
$ 6 1 m.  N o v e l l  h a s  p r o v e n  t h a t  t h i s  o p e n  s o u r c e  b u s i ne s s  s t r a t eg y  
i s  f e a s i b l e  a n d  p r o f i t a b l e .  
 

Keywords 
Op e n  s o u r c e ,  b u s in e s s  mo d e l ,  No v e l l ,  a n d  b u s i n e s s  s t r a t e g y  
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Introduction 
No v e l l  I n t e r n a t i on a l  i s  o n e  o f  o n l y  a  f e w  m u l t i na t i o na l  
o r g a n i s a t i o n s  t ha t  o r i g i n a l l y  p r o d uc e d  p r o pr i e t a r y  so f t wa r e  a n d  
a r e  n o w d r i v i n g  an d  s u c c e s s fu l l y  i mp l e me n t i n g  a  f r e e / l i b r e  o pe n  
s o u r c e  s o f t wa r e  ( FLOSS)  b u s i n e s s  s t r a t e g y .  S in c e  1 9 9 4  No v e l l  i s  
a c t i ve l y  ma k i n g  u s e  o f  o p e n  s t a n d a rd s  a n d  o p e n  s o u r ce  s o f t wa r e  
f r o m b o t h  t e c h n i ca l  a s  we l l  a s  b u s i n e s s  p o in t  o f  v i e w .  To d a y ,  
No v e l l  u s e s  o p e n  s o u r c e  a s  a  p r ima r y  d r i v e r  i n  t he i r  b us i ne s s  
s t r a t e g y .  

I n  r e c e n t  y e a r s  r e s e a r c he r s  h a v e  t ak e n  a  k ee n  i n t e r e s t  i n  o p en  
s o u r c e  an d  h o w i t  c a n  be  a p p l i ed  t o  b u s i n e s s  s t r a t e g i e s  an d  
b u s i n e s s  mo d e l s .  ( Ko e n ig ,  2 0 0 4 ;  Ra y mo n d ,  2 0 0 0 ,  Au g u s t ;  
Ra y mo n d ,  2 0 0 0 ,  Se p t e mb e r )  

A  c o n c e r n  e x i s t s  w i t h i n  t he  a c a d e mi c  wo r l d  t h a t  t h e r e  i s  l i t t l e  
s u b s t a n t i a l  e v i d e nc e  o n  whe t h e r  t h e  p r o c e s s es  a n d  p ra c t i c e s  o f  
o p e n  s o u r c e  b u s i ne s s  mo d e l s  a r e  e f f e c t i v e  w i t h i n  t he  b u s i n e s s  
e n v i r o n me n t  a n d  wh e t h e r  t he  t h e o r i e s  a r e  n o t  p r e ma t u r e ly  a d o p t e d  
i n  a n  e n t h u s i a s t i c  ma n n e r  ( I PJ ,  20 0 4 ;  I J o IO ,  2 0 0 4 ) .  Go o d e  &  
Go l d e n  ( 2 0 0 4 ;  2 0 0 4 )  s u g g e s t  t ha t  ma n y  o r g a n i sa t i o n s  a r e  
r e l u c t a n t  t o  b e  i n i t i a l  a d o p te r s  o f  o pe n  s o u r ce  s t r a t e g i e s  w i t h o u t  
k n o wi n g  wh e t h e r  o p e n  so u r c e  s o f t wa r e  ca n  b r i n g  s u b s t a n t i a l  
f i n a n c i a l  b e n e f i t  t o  t h e  o r g an i s a t i o n s ’  b u s i n e s s .  

Ra y mo n d  ( 2 0 0 0 ,  Au g u s t )  p o i n t s  o u t  t h a t  b y  s t u d y i n g  t h e s e  
q u e s t i o n s  o n e  w i l l  ga t h e r  s o me  v a l u a b le  i n s i g h t  i n t o  t h e  
e c o n o mi c s  o f  o p e n  s o u r c e .  Th e r e fo r e ,  t h e r e  ex i s t s  a  r eq u i r e me n t  
fo r  s t u d i e s  t o  be  d o n e  o n  o r g a n i s a t i o n s  t h a t  h a v e  su c c e s s fu l l y  
i mp l e me n t e d  a n  op e n  s o u rc e  s o f t wa r e  s t r a t eg y  ( Ra y mo n d ,  2 0 0 0 ,  
Au g u s t ) .  No t  e n o ug h  p r a c t i c a l  c o r e  s t u d i e s  ha v e  b e e n  d o n e  b a se d  
o n  t h e  su c c e s s fu l  u s e  a n d  i mp l e me n t a t i o n  o f  e f f e c t i ve  o p e n  
s o u r c e  s t r a t e g i e s  an d  b u s i n es s  mo d e l s  ( I PJ ,  2 0 04 ;  I J o I O ,  2 0 0 4 ) .  

Th i s  r e s ea r c h  a i ms  t o  fu l f i l  t h e  n e ed  fo r  s u ch  a  s t u d y  a n d  w i l l  
s u b s e q u en t l y  p r o ve  t h a t  a n  o p e n  s ou r c e  b u s in e s s  s t r a t e g y  i s  a  
f e a s i b l e  a n d  p r o f i t a b l e  o p t i o n .  Th e  o u t c o me  wi l l  b e  b a s e d  o n  a  
p r a c t i c a l  c a s e  s t u dy .   

Ap a r t  f r o m a n y  s t u d i e s  d on e ,  Ra y mo n d  ( 2 0 0 0 ,  Au g u s t )  s u g g e s t s  
t h a t  o r gan i s a t i o n s  r e l ea s i n g  t h e i r  p r od u c t s  a s  o p e n  s o u rc e ,  c o mp e l  
i n fo r ma t i o n  t e c h no l o g y  o rg a n i s a t i on s  t o  fo c u s  o n  th e  s e r v i c e  
i n d u s t r y  r a t h e r  t h an  o n  t h e  p r o d u c t  ma n u fa c t u r i n g  i n du s t r y .  
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Sp e c i f i c a l l y ,  h e  su g g e s t s  t h a t  L i n ux  d i s t r i bu t o r s  s h ou l d  c o mp e t e  
w i t h  e a ch  o t h e r  i n  a  ma n n e r  wh i c h  b e n e f i t s  u s  a l l .  Du e  t o  t h e  
o p e n  n a t u r e  o f  t h e i r  c o re  p r o d u c t s ,  t h e y  a r e  r e q u i r e d  t o  c o mp e t e  
o n  s e r v i ce  a n d  s u pp o r t  r a t he r  t ha n  p r o d u c t  a nd  p r i ce .  Le g a l l y  an d  
e t h i ca l l y  L i n u x  d i s t r i b u t o r s  c a n  o n l y  s e l l  s e r v i c e ,  a d mi n i s t r a t i o n ,  
s u p p o r t ,  d i s t r i bu t i o n ,  me d i a ,  t r a i n i n g  a n d  t h e i r  b r a n d  t o  
c o n s u me r s  a n d  c l i e n t s  wh o  a r e  w i l l i n g  t o  c omp l y  w i th  t h e  t e rms  
a n d  c o n d i t i o n s  o f  t h e  GPL  l i c e nc e  u n d e r  wh i c h  t h e  L i n u x  k e r n e l  
i s  l i c e n s ed  ( Le r n e r  &  T i r o l e ,  2 0 0 2 ;  Ra y mo n d ,  2 0 0 0 ,  Au g u s t ) .  

Se e mi n g l y  fo l l o wi n g  h i s  a dv i c e ,  No ve l l  h a s  fo l l o we d  a  r o u t e  t h a t  
h a s  a l l owe d  t h em t o  e n t e r  t h e  o p e n  so u r c e  ma r k e t  mo r e  
e f f e c t i v e ly  b y  p r o v i d i n g  a  L i n u x  d i s t r i b u t i o n ,  L i n u x  s u p p o r t ,  a nd  
s e l l i n g  p r o p r i e t a r y  s o f t wa r e  a l o ng  w i t h  o p e n  s ou r c e  L i nu x  
d i s t r i b u t io n .   Th i s  h a s  a l l owe d  t h e m t o  s t i l l  p r o f i t  f r om s e l e c t ed  
p r o p r i e t a r y  p r o d u c t s ,  a s  we l l  a s  e n t e r i n g  t h e  s e r v i ce  i nd u s t r y .  We  
b e l i e ve  t h a t  No v e l l  h a s  e f f e c t i v e l y  en t e r e d  t he  s e r v i c e  ma r k e t  a n d  
i s  a  s u cc e s s fu l  op e n  s o u rc e  p r o v id e r ,  a n d  h a s  d o n e  t h i s  b y  
p r i ma r i l y  a  s y s t e ma t i c  a p p ro a c h .  

Th e  s t u d y  i n t e n d s  t o  l o o k  a t  s e v e ra l  f a c t o r s  t o  d e t e r mi n e  wh e t h e r  
No v e l l  h a s  ma d e  a  s u c c es s  o f  i t s  o n e  Ne t  s t r a t e gy  ( a  wo r l d  
w i t h o u t  i n fo r ma t i o n  b o u n d a r i e s ) ,  wh ic h  i s  ma i n l y  d r i v en  b y  o p en  
s o u r c e  s o f t wa r e .  

To  d o  t h i s  we  w i l l  s h o w t h a t  No v e l l  a c t i ve l y  c h a n g e d  f r o m b e i n g  
a  p r o p r i e t a r y  s o f t wa r e  p r ov i d e r  t o  ma i n l y  a  s e r v i c e s  p r o v i d e r ,  
o p e n  s o u r c e  i n  p a r t i c u l a r ,  c h a n g i n g  t h e i r  s t r a t e g y  t o  d e l i v e r  
b u s i n e s s  s o l u t i o ns  b y  ma k i n g  u s e  o f  L i n u x  a n d  o p e n  s o u r c e  
s o f t wa r e .   
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Problem statement 
Th i s  p r o j e c t  w i l l  a t t e mp t  t o  s h o w h o w a  s o f t w a r e  v e n d or  ( No v e l l )  
c a n  s u c ce s s fu l l y  s w i t c h  f r o m a  p r o p r i e t a r y  b a s e d  p ro d u c t  mo d e l  
t o  p r i ma r i l y  a  s e r v i c e - ba s e d  mo d e l  v i a  o p e n  s ou r c e  s o f twa r e .  

To  fu l f i l  t h e  n e e d  fo r  s u c h  a  s t u d y ,  we  w i l l  l o o k  a t  No v e l l ’ s  
h i s t o r y ,  f i n a n c i a l  s t a t e me n t s  a n d  s t r a t e g y  c h an g e s  t o  p r o v e  t h a t  
s w i t c h i n g  t o  a n  o pe n  a r c h i t e c t u re  a nd  o p e n  so u r c e  s o f t wa r e  ma y  
h a v e  s u b s t a n t i a l  f i n a n c i a l  b e n e f i t  f o r  p r o p r i e t a r y  s o f t wa r e  b a se d  
c o mp a n i e s .   

As  d e s c r i b e d  b y  t h e  I mp r o v e me n t  a n d  P r a c t i c a l  J o u r n a l  ( 2 0 04 ,  
Oc t o b e r ) ,  t h e  I n t e r n a t i o n a l  J o u r n a l  o f  I n d u s t r i a l  Org a n i s a t i on  
( 2 0 0 4 ,  Oc t o b e r ) ,  a s  we l l  a s  Ra y mo n d  ( Au g u s t ,  2 0 0 0 )  a  n e e d  e x i s t s  
fo r  a  s t u d y  t o  s h o w wh e t h e r  o p e n  so u r c e  a nd  t h e  s e rv i c e  mo d e l  
a r e  e f f e c t i v e  a n d  p r o f i t a b l e .  We  p r o p o s e  t o  f i l l  t h e  n e ed  fo r  s u c h  
a  s t u d y  a n d  t o  c o n d u c t  a  c a se  s t u d y  b a s e d  o n  No v e l l  
I n t e r na t io n a l ’ s  p l a n n i n g ,  i mp l e me n t a t i o n ,  a n d  s u c c e s s fu l  
e x e c u t i o n  o f  t h e i r  o p e n  s ou r c e  s t r a t e g y .  By  c o n d u c t in g  a  c a s e  
s t u d y  o n  No v e l l ,  We  i n t e n d  t o  s t u d y  1 )  h o w No v e l l  i s  a s s u mi n g  a  
s t a b l e ,  s ec u r e  a n d  c o o p e r a t i v e  l e a de r s h i p  r o l e  i n  t he  op e n  s o u r ce  
ma r k e t  p l a c e ,  a n d  2 )  h o w  a  l a r g e  mu l t i n a t i o n a l  c omp a n y  c a n  
s u c c e s s fu l l y  s w i t ch  f r o m a  p r o p r i e t a r y  s o f t wa r e  b u s i n es s  mo d e l  t o  
a n  o p e n  s o u r c e  b u s i n e s s  mo d e l  a n d  be  mo r e  f i n a n c i a l l y  
s u c c e s s fu l .  

Th e  s t u d y  a i ms  t o  p r o v e  t h a t  u s i n g  an  o p e n  s o u r c e  b u s in e s s  mo d e l  
c a n  b e  a  f e a s i b l e ,  e c o n o mi c a l  a n d  a  p r o f i t a b l e  a l t e r n a t i v e  t o  t he  
t r a d i t i o na l  p r o p r i e t a r y  s o f t wa r e  mo d e l .  
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Methodology 
Yi n  ( 1 9 9 4 )  s t r e s se s  t h a t  a  c a s e  s tu d y  p r o to c o l  i s  e s s e n t i a l  t o  
i n c r ea s e  t h e  r e l i a b i l i t y  o f  t he  c a s e  s t ud y  r e s e a rc h .  

Th e  r e s ea r c h  w i l l  b e  b a s e d  o n  a  c a s e  s t u d y  o f  No v e l l  a nd  i t s  o pen  
s o u r c e  bu s i n e s s  s t r a t e g y .  Th e  c a s e  s t u d y  w i l l  b e  a  s i n g l e  c a s e  
s t u d y  d e s i g n  t h a t  w i l l  e n s u r e  q u a l i t y  b y  d o i n g  c o n s t ru c t  v a l i d i t y  
t e s t i n g .  Th i s  a l l ows  t h e  r e s e a rc h e r  t o  u s e  mu l t i p l e  s o u r c e s  o f  
e v i d e n c e ,  t o  e s t a b l i s h  a  c ha i n  o f  e v i d e n c e ,  an d  t o  h a v e  t h e  c a s e  
s t u d y  r e po r t  r e v i ewe d  b y  k e y  i n fo r ma n t s .  ( Y in ,  1 9 9 4 )  

 

Case study protocol  

Overview of  case study project  

To  e n s u re  t r a ns p a r e n c y  i n  t h e  c a se  s t u d y  p r o j e c t ,  we  c o n d u c t ed  
i n t e r v i e ws  w i t h  s e n i o r  e x e cu t i v e s  o f  No v e l l  So u t h  Af r i c a  a s  we l l  
a s  No v e l l  Af r i c a .  Ba s e d  o n  f i n a n c i a l ,  me d i a  an d  o t h e r  r e p o r t s  we  
b e l i e ve  t h a t  No v e l l ’ s  o p e n  s o u r c e  s t r a t e g y  l e a d  n o t  o n l y  t o  i t  
u l t i ma t e  s u r v i v a l ,  b u t  a l s o  co n t r i b u t ed  t o  i t s  cu r r e n t  s uc c e s s  a s  a n  
i n d u s t r y  l e a d e r  i n  o p e n  s o u rc e  s o f t wa r e .  

I n  t h i s  r e s e a r c h ,  we  w i l l  s t ud y  t h e  g ro wt h  o f  No v e l l  b y  l o o k i n g  a t  
t h e  fo l l owi n g  f a c t o r s ,  a mo n g s t  o t h e r s :  

 

1 .  Nu mb e r  o f  E mp l o y e e s  wo r k in g  fo r  No v e l l  

2 .  Nu mb e r  o f  No v e l l  Of f i c e s  a r o u n d  t h e  wo r l d  

3 .  No v e l l  Sh a r e  p r i ce s  

4 .  M e r g e r s  a n d  a c q u i s i t i o n s  (Da t e s ,  co mp a n y  n a me s ,  a n d  
r e a s o n s )  

5 .  An n u a l  a n d  Qu a r t e r l y  F i n a nc i a l  S t a t eme n t s  

6 .  No v e l l  H i s t o r y  

7 .  No v e l l  OSS  Hi s t o ry  

8 .  No v e l l  OSS  s t r a t eg y  ( Bu s i ne s s  mo d e l s )  

9 .  An y  c h a n g e s  i n  s t r a t e g i e s  (Wh e n ,  Wh y  a n d  E f fe c t s )  

 

Th o u g h t  t h e s e ,  we  i n t e n d  to  p r o v e  th a t  o p e n  s o u r c e  s o f t wa r e  wa s  
a n d  s t i l l  i s  t h e  d o mi n a n t  f a c t o r  fo r  No v e l l ’ s  c o me  b a c k  a n d  
c u r r e n t  su c c e s s .  

UUnniivveerrssiittyy  ooff  PPrreettoorriiaa  eettdd  ––  DDuu  PPrreeeezz,,  JJ  AA    ((22000066))  



- 10 - 

 

Fie ld  procedures 

We  e s t a b l i s h e d ,  co n t a c t e d ,  a n d  i n t e r v i e we d  k e y  f i gu r e s  w i th i n  
No v e l l  So u t h  Af r i c a  a s  we l l  a s  Nov e l l  Af r i c a .  Th e  i n t e r v i e ws  
we r e  u s ed  t o  g a th e r  fu r t he r  i n s i g h t  i n t o  No v e l l ’ s  o p e n  s o u rc e  
s t r a t e g y .  Su f f i c i e n t  r e s o ur ce s  we r e  i n  p l a c e  t o  e n s u r e  s u c c e s s fu l  
i n t e r v i e ws  a n d  o t he r  me e t i n g s .  

Ca r e fu l  c o n s i d e ra t i o n  wa s  t a k e n  to  e n s u r e  t h a t  a  d o c u me n t e d  
p r o c e d u re  wa s  i n  p l a c e  t o  e n s u r e  a l l  d a t a  c o l l e c t e d  c an  b e  t r a ce d  
t o  a  s o u r c e ,  i n t e rv i e w  d a t e  a n d  t ime .  P r o v i s i o n  was  ma d e  f o r  
u n a n t i c i pa t e d  e v en t s  s u c h  a s  u n a va i l a b i l i t y  o f  i n t e rv i e we e s  o r  
r e l u c t a n ce  t o  p a r t i c i p a t e .  

 

Case study quest ions 

We  s e e  t h e  q u e s t i o n s  a s  c o n s t a n t  r e mi n d e r s  t o  e n s u r e  t h a t  t he  
i n fo r ma t i o n  c o l l e c t e d  i s  r e l e v a n t ,  i nc l u d i n g  ho w a n d  wh y  i t  w i l l  
b e  u s e d .  I n  o r d e r  t o  g e t  t h e  d e s i r e d  r e s u l t s ,  q ue s t i o n s  a r e  g r o u p ed  
t o g e t h e r  w i t h  p r o ba b l e  s o u rc e s  o f  d a t a ,  a n d  s amp l e  s t r a t e g i e s .  
 

Audience for  the case study report  

Th e  r e s u l t s  o f  t h e  c a s e  s t u dy  a r e  fo cu s e d  o n  se n i o r  e xec u t i v es  o f  
t r a d i t i o na l  p r o p r i e t a r y  i n fo r ma t i o n  t e c h n o l o gy  f i r ms ,  a s  we l l  a s  
o t h e r  r e se a r c h e r s  i n  t h e  f i e ld  o f  o p e n  s o u r c e  bu s i n e s s  s t r a t e g i e s .   

I d e a l l y  t he  r e s u l t s  w i l l  b e  p r e s e n t e d  a t  a n  a c ad e mi c  c o n fe r e n c e  a s  
we l l  a s  pu b l i s h e d  i n  a n  a c ad e mi c  j o u r n a l .  The  c a s e  s tu d y  r e p or t  
w i l l  b e  ba s e d  o n  a  l i n e a r - a na l y t i c a l  me t h o d o l o g y .  
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Open source software 
Co r n e l l  Th e o r y  Ce n t r e  (2 0 0 4 ,  De c e mb e r ,  p .  1 )  d e f i n e s  o p e n  
s o u r c e  so f t wa r e  ( OSS)  a s  “ s o f t wa r e  fo r  wh i c h  t h e  u n d e r l i n i ng  
‘ s o u r c e ’  c o d e  i s  r e a d i l y  a va i l a b l e  fo r  i n s p e c t io n  a n d  mo d i f i c a t i on  
b y  a n y  i n t e r e s t e d  p e r s o n ” .  S i mi l a r ly ,  UCDa v i s  I n fo rma t i o n  a n d  
Ed u c a t i on  Te c h no l o g y  ( 20 0 4 ,  De c e mb e r ,  p .  1 )  d e f i n e s  o pe n  
s o u r c e  a s  “ c o mp u t e r  p r o g r ams  o r  o p e r a t i n g  sy s t e ms  fo r  wh i c h  th e  
s o u r c e  c od e  i s  p u b l i c l y  a v a i l a b l e”  a nd  s t a t e s  t h a t  “ i n h e r e n t  i n  t he  
o p e n  s o u rc e  p h i l o so p h y  i s  t h e  f r e e d o m o f  a  d i s t r i b u t e d  c o mmu n i t y  
o f  p r o g r amme r s  t o  mo d i fy  a n d  i mp r o v e  t h e  co d e ” .  Op e n  So u r ce  
So f t wa r e  i s  s o f t war e  wh e r e  t h e  s o u rce  c o d e  i s  f r e e l y  av a i l a b l e  t o  
r e a d ,  mo d i fy ,  b u i l d  u p o n ,  a n d  r e d i s t r i b u t e  ( C-L i b r a r y ,  2 0 0 5 ;  OS I ,  
2 0 0 3 ) .  

I n  t h e  s a me  wa y ,  t h e  Op e n  So u r c e  I n i t i a t i v e  ( OSI )  ( 2 0 0 4 ,  
De c e mb e r ,  p p .  1 - 4 )  p o r t r a y s  o p e n  s o u r c e  a s  n o t  o n l y  b e i n g  a b ou t  
a c c e s s  t o  t h e  s o u rc e  c o d e ,  b u t  a l s o  a b o u t  d i s t r i b u t i on ,  d e r i ved  
wo r k s ,  i n t e g r i t y ,  l a c k  o f  d i s c r i mi n a t i o n ,  a n d  l i c e n s i n g  c o n d i t i o ns .  
F r e e  ( l i b r e )  s o f t wa r e  i s  a bo u t  t he  f r e e d o m t o  u s e ,  mo d i fy ,  a nd  
r e d i s t r i b u t e  t he  so u r c e  c od e  a s  a pp o s e d  t o  “ o p e n  so u r c e ”  no t  
n e c e s s a r i l y  a l l o win g  t h e s e  b a s i c  f r e e d o m c o n d i t i o ns .  Th e  O SI  
e x p l a i ns  t h a t  t he  o p e n  s o u r c e  de f i n i t i o n  a l l o ws  fo r  g r e a t e r  
f r e e d o m wi t h  l i c e n s i n g ,  a n d  g r e a t e r  p ro mi s c u i t y ,  t h a n  f r e e  
s o f t wa r e ,  wh e n  mi x i n g  o pe n  s o u r ce  s o f t wa r e  w i t h  p r o p r i e t a r y  
s o f t wa r e  o r  s o u r c e  c o d e .  

Ac c o r d i ng  t o  Br e t t h a u e r  (2 0 0 4 ,  No v e mb e r ,  p p .  9 - 1 0 )  t h e  t e rm  
“ o p e n  s ou r c e ”  i s  a  r e l a t i ve ly  n e w t e rm a n d  wa s  d e c i d e d  u p o n  a t  a  
me e t i n g  c o n v e n e d  b y  E r i c  Ra y mo n d  i n  ea r l y  1 9 98  a f t e r  a n  
a g r e e me n t  t h a t  t he  t e r m “ f r e e  s o f t wa r e ”  wa s  i n a d eq u a t e  a nd  
mi s l e a d i n g .  I t  wa s  Ch r i s t i n e  Pe t e r so n  wh o  s u g g e s t e d  t h e  t e rm  
“ o p e n  s ou r c e ” .  

Op e n  s o u r c e  c a n  be  e a s i l y  ex p l a i n e d  b y  ma k i n g  u s e  o f  a n  a n a l o g y  
t o  wa t e r ,  Ha t f i e l d  ( 2 0 0 2 ,  Ap r i l ) .  L i k e  r a i n  wa t e r ,  f r e e  t o  a l l  t o  
c o l l ec t  w i t h  a  co n t a i n e r ,  s o  i s  op e n  s o u rc e  s o f t wa r e  f r e e  t o  
d o wn l o a d  u s i n g  a n  I n t e r ne t  co n n e c t i o n .  

Fo r  mo r e  c o n v e n i e n c e ,  wa t e r  i s  s up p l i e d  t h r o u g h  a  mu n i c i p a l  
l i n k ,  a t  a  mi n i ma l  c o s t .  S i mi l a r l y  o p e n  s o u r c e  s o f t wa r e  c a n  b e  
b o u g h t  f ro m a  d i s t r i b u t o r  on l y  c h a r g i n g  fo r  t he  me d i a  i t  i s  s t o r e d  
o n .  

Fo r  a d d i t i o n a l  b e ne f i t  wa t e r  c a n  b e  p u r c h a s ed  b o t t l e d  a s  s p r i ng  
wa t e r  w i th  a d d e d  v i t a mi n s  a n d  mi n e r a l s .  L i ke wi s e  o pe n  s o u r ce  
s o f t wa r e  c a n  b e  p u r c h a se d  w i t h  u s e r  a nd  s o f t wa r e  ma n u a l s ,  
t e c h n ic a l  s u p p o r t  an d  fu t u r e  u p g r a d e s .  
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Free as in beer vs.  f ree as in freedom 

St a l l ma n  ( 2 0 0 5 ,  J u l y ,  p .  1 )  d e s c r i be s  t h e  t e r m “ f r e e  s o f t wa r e ”  i n  
t h e  fo l l owi n g  ma n n e r  “ ’ F r ee  s o f t wa re ’  i s  a  ma t t e r  o f  l i b e r t y ,  no t  
p r i c e” .  He  c o mp l e t e s  t he  s t a t e me n t  b y  s t a t i ng  t h e  fo l l o wi n g  “To  
u n d e r s t and  t h e  c on c e p t ,  y ou  s h o u l d  t h i n k  o f  ‘ f r e e ’  a s  i n  ‘ f r ee  
s p e e c h ’ ,  n o t  a s  i n  ‘ f r e e  b e e r ’ ” .  S t a l lma n  a n d  t h e  GNU fo u n d a t i on  
p r e fe r  t he  u s e  o f  “ F r e e  So f t wa r e ”  r a t h e r  t h a n  “ Op e n  So u r ce  
So f t wa r e ” .  I n  t h i s  d o c u me n t  t h e  u s e  o f  t h e  mo r e  i n c lu s i v e  t e rm  
F r e e / L i b re  a n d  Op e n  So u r c e  So f t wa r e  ( FLOSS)  i s  p r e f e r r e d .  

I n s p i r e d  b y  S t a l lma n ’ s  ( 2 0 0 5 ,  J u l y ,  p .  1 )  de f i n i t i o n ,  c o mp a r i n g  
“ f r e e  s o f twa r e ”  w i t h  s p e ec h  r a t he r  t ha n  b e e r ,  S t u d e n t s  a t  t he  I T-
Un i v e r s i t y  i n  Cop e n h a g e n  h a v e  b re we d  a n  o p e n  so u r c e  b ee r  
n a me d  V o r e s  Ø l ,  wh i c h  me a n s  “ Ou r  Be e r ” .  Th e  b e e r  i t s e l f  i s  no t  
f r e e  b u t  t h e  fo r mu l a  fo r  ma k i n g  t h e  b e e r  i s .  The  fo r mu l a  o r  r e c i p e  
fo r  t h e  be e r  i s  r e l e a s e d  u nd e r  a  c r ea t i v e  c o mmo n s  l i c en c e .  ( Vo res  
Ø l  Gr o u p ,  2 0 0 4 ,  p .  1 )  
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Open source -  the revolut ion 

Os t e r l o h ,  Ro t s ,  &  Ku s t e r  (2 0 0 3 ,  p p .  3 ,  4 ,  2 4 )  d e sc r i be  t h e  o p en  
s o u r c e  p r o d u c t i o n  mo d e l  a s  o n l y  o n e  o f  ma n y  e x a mp l e s  o f  
“ v i r t u a l  c o mmu n i t i e s  o f  p r a c t i c e “ .  I n  t h i s  mo d e l ,  v o l u n t ee r s  
c o n t r i b u t e  t o  a n  ac t i v i t y  fo r  o t h e r  t h a n  f i n a nc i a l  r ea so n s .  O t h e r  
we l l - k n own  e x a mp l e s  o f  v i r t u a l  c o mm u n i t i e s  o f  p r a c t i c e  
o p e r a t i n g  i n  a  s imi l a r  f a s h i o n  i n c lu d e  NAS A’ s  C l i ck wo r k e r s ,  
S l a s h d o t  ( n e ws  fo r  n e r d s ) ,  an d  p r o j e c t  Gu t e n b e r g .  

Ra y mo n d  ( 2 0 0 0 ,  Au g u s t ,  p p .  1 - 3 )  h i gh l i g h t s  t he  f a c t  t h a t  t h e  “ g i f t  
c u l t u r e  o f  o p e n  s o u r c e  d e v e l o pe r s  ca n  s u s t a i n  i t s e l f  i n  a n  
e x c h a n g e  e c o n o my ” .  He  su p p o r t s  h i s  t he o r y  b y  me n t i o n i n g  t ha t  
s o f t wa r e  p r o d u c t s  h a v e  t wo  e c o n o mi c  v a l u e s ,  a  u s e  v a l u e  a n d  a  
s a l e  v a l ue .  He  e xp l a i n s  t ha t  t h e  p r i c e  a  c o n s u me r  w i l l  p a y  fo r  
c o mp u t e r  s o f t wa r e  i s  d i r ec t l y  r e l a t e d  t o  t h e  “ e x p ec t e d  fu t u r e  
v a l u e ”  o f  v e n d o r  s e r v i c e ,  u p g r a d es ,  e n h a nc e me n t s ,  a n d  fu tu r e  
r e l ea s e s  r a t h e r  t h an  t h e  d e ve l o p me n t  c o s t  o f  t h e  p r o d uc t  i t s e l f .  I n  
e s s e n c e  h e  a r g ues  t h a t  s o f t wa r e  do e s  n o t  f i t  i n t o  t h e  p r o d uc t  
ma n u fa c t u r i n g  i n du s t r y ,  b u t  r a t h e r  t he  s e r v i c e  i n d u s t r y .   

No n e t h e l e s s ,  Ra y mo n d  ( 2 0 0 0 ,  Se p t e mb e r ,  p p .  2 ,  8 )  a l s o  d e s c r i be s  
t h e  wa y  p r o p r i e t a r y  s o f t war e  i s  d e ve l o p e d  by  a  s ma l l  g r o u p  o f  
p a i d  e mp l o y e e s  a s  i n f e r i o r  t o  t h e  wa y  o p e n  s o u r c e  so f t wa r e  i s  
d e v e l o p ed  b y  ma n y  v o l u n t ee r s  ac r o s s  t h e  wo r l d .  He  s up p o r t s  h i s  
s t a t e me n t  b y  s t a t i ng  t h a t  ma k i n g  u s e  o f  d e c e n t r a l i s e d  co o p e r a t i ve  
s o f t wa r e  d e v e l o p me n t ,  s o f t wa r e  c r e a t e d  i n  t h i s  wa y  i s  s u p e r i o r  t o  
p r o p r i e t a r y  s o f t wa r e ,  o r  a s  h e  d e s c r ib e s  i t :  “G i v e n  a  l a r g e  e n o ug h  
b e t a - t e s t e r  a n d  c o -d e v e l o p e r  b a s e ,  a lmo s t  e v e r y  p r o b l em wi l l  be  
c h a r a c t e r i s e d  q u i ck l y  a n d  th e  f i x  o b v i o u s  t o  so me o n e . ”  

He  ( 1 9 9 9 ,  No v e mb e r )  ex p l a i n s  t h a t  o p en  s o u r c e  s o f t wa r e  
d e v e l o p e r ’ s  wo r k  a s  v o l u n te e r s  fo r  r e a s o n s  o t h e r  t h a n  f i n a n c i a l  
g a i n .  Re a s o n s  s u c h  a s  g o o d  r e p u t a t i o n  a mo n g  t h e i r  p e e r s ,  
a t t e n t i o n  a n d  c o - o pe r a t i o n  wi t h  o t h e r  o p e n  s o u rc e  d e v e l op e r s ,  a n d  
h i g h e r  s t a t u s  i n  t h e  o p e n  s o u r ce  c o mm u n i t y  a nd  s o  b e i n g  
a c k n o wl ed g e d  a s  an  e x p e r t  i n  t h e i r  p a r t i c u l a r  f i e l d .  

As  e x p l a i n e d  b y  Le r n e r  &  T i r o l e  (2 0 0 0 ,  Feb r u a r y ,  p .  2 ) ,  t h e  
i n t e r e s t  i n  o p e n  so u r c e  s o f t wa r e  p r oc e s s e s  h as  b e e n  en c o u r a g ed  
b y  t h r e e  f a c t o r s :  “ t h e  r a p i d  d i f fu s i o n  o f  o p e n  s o u r c e  s o f t wa r e ” ,  
“ t h e  s i g n i f i c a n t  c ap i t a l  i n v es t me n t s  i n  o p e n  s o u r c e  p r o j e c t s ” ,  a nd  
“ t h e  n e w o r g a n i s a t i o n a l  s t r uc t u r e s” .  
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Ov e r b y  (2 0 0 4 ,  J an u a r y ,  p .  1 7 )  s u gg e s t s  t h a t  s i nc e  op e n  s o u rc e  
s o f t wa r e  d e v e l o p me n t  p r o c es s  r e s e a rc h  h a s  a l r e a d y  c ov e r e d  t h e  
p r o c e s s ’  u n d e r s t a n d i n g  an d  t h e  a p p r e c i a t i o n  o f  t h e  mo d e l ,  
r e s e a r c h e r s  s h o u l d  fo c u s  mo r e  o n  t he  p r o c e s s ’  e f f e c t i ve n e s s  a nd  
a p p r o p r i a t e n e s s  co mp a r e d  t o  mo r e  t r a d i t i o n a l  p r oc e s s e s  fo r  
c o n d u c t i ng  wo r k .  

Ra y mo n d  ( 2 0 0 0 ,  Se p t e mb e r ,  p .  2 )  ma k e s  u s e  o f  a n  a n a l o g y  to  
e x p l a i n  t h e  s i g n i f i c a n t  d i f f e r e n c es  b e t we e n  th e  o p e n  s o u r c e  a nd  
t h e  p r o p r i e t a r y  s o f t wa r e  d e ve l o p me n t  l i f e  c y c l e  mo d e l s .  He  r e f e r s  
t o  t h e s e  d i f f e r e n c e s  a s  be i n g  s i mi l a r  t o  t h o s e  b e twe e n  “ t h e  
c a t h e d r a l  a n d  t h e  b a z a a r” .  

I n  t h e  t r a d i t i o n a l  c o mme r c i a l  mo d e l  ( t h e  ca t h e d ra l ) ,  o n e  o r  a  
s ma l l  g r o u p  o f  p a id  s o f t wa re  d e v e l op e r s  wo rk s  i n  i s o l a t i o n  a nd  
o n l y  r e l ea s e s  t h e  s o f t wa re  o n c e  i t  i s  c o mp l e t e d .  Th e  FLOS S  
mo d e l  ( t h e  b a z a a r )  i s  d e v e l o p e d  b y  a  l a r g e  n u mb e r  o f  v o l u n t e e r  
s o f t wa r e  d e v e l o pe r s  wo rk i n g  i n  a  v i r t u a l  c o mmu n i t y .  Th e  
s o f t wa r e  i s  d e s i g ne d ,  d e v e lo p e d ,  d e b u g g e d ,  a n d  p e e r  r ev i e we d  i n  
p a r a l l e l .  Th i s  p r o c e s s  a l l o ws  fo r  s o f t wa r e  d e v e l o pe r s  t o  ad d  
fu n c t i o n a l i t y  a n d  f i x  s o f t w a r e  b u g s  a t  a  r a p id  p a c e .  Th e  p r o j e c t  
l e a d e r  c on t r o l s  a nd  q u a l i f i e s  t h e  fu n c t i o n a l i t y  a n d  b u g  f i x e s ,  o n ly  
a l l o wi n g  a n d  i mp l e me n t i n g  t h e  b e s t  s o l u t i ons  wh i c h  w i l l  b e n e f i t  
t h e  mo s t  n u mb e r  o f  u s e r s  (Ra y mo n d ,  2 0 0 0 ,  Au g u s t ) .  Ka h n  ( 2 0 02 )  
c o n f i r ms  t h a t  o p en  s o u r c e  s o f t wa r e  i s  c o n s id e r a b l y  d i f f e r e n t  i n  
t h e  wa y  i t  i s  d e ve lo p e d  f r o m c o n v e n t i o n a l  p r op r i e t a r y  so f t wa r e .  
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OSS business models 

Ac c o r d i ng  t o  Yo u n g  ( 1 9 9 9 ,  J a n u a r y ,  p .  2 )  ma k i n g  mo n e y  w i t h  
o p e n  s o ur c e  s o f twa r e  i s  v e r y  s i mi l a r  t o  ma k i n g  mo n e y  wi t h  
p r o p r i e t a r y  s o f t wa r e .  Bo t h  a r e  a c h i ev e d  b y  c o n s t r u c t in g  a  g o o d  
p r o d u c t ,  ma r k e t i n g  t h e  p ro d u c t  p ro p e r l y ,  t a k i n g  c a r e  o f  y ou r  
c u s t o me r s ’  n e e d s ,  a s  we l l  a s  b u i ld i n g  a  b r a n d  t h a t  r e p r e s e n t s  
e x c e l l e n t  s e r v i ce  an d  q u a l i t y .  

He n d r y  (2 0 0 2 ,  M a y ,  p p .  5 2 - 6 0 )  ex p l a i n s  t h a t  b y  us i n g  o p en  
s o u r c e  on e  i s  a b l e  t o  ma k e  mo n e y ,  s a v e  mo n e y  a n d  fo r m b e t t e r  
b u s i n e s s  p a r t n e r s h i p s  c o mp a t i b i l i t y  b y  me a n s  o f  v a r i ou s  c r e d i b l e  
b u s i n e s s  mo d e l s .  

S i mi l a r l y ,  Da h l a n de r  ( 2 0 0 4 ,  De c e mb e r ,  p .  1 )  a f f i r ms  t h e  f a c t  t h a t  
c o n t r i b u t i o n s  t o  t h e  o p e n  s o u r c e  so f t wa r e  p r o c e s s  a r e  p u b l i c ,  
a l t h o u g h  i t  s h o u l d  n o t  be  mi s i n t e r p r e t e d  t h a t  i n n ov a t o r s  a r e  
p r o h i b i t ed  f r o m c a p t u r i n g  p r iv a t e  r e t u r n s  f r o m t h e i r  
c o n t r i b u t i o n s .  i . e .  a n  e n t e r p r i s e  c an  ma k e  mo n e y  f r o m o p e n  
s o u r c e .  

Th e  b e n e f i t s  o f  u s i n g  L i n ux ,  a c c o r d i n g  t o  You n g  ( 1 9 9 9 ,  J a n u a ry ,  
p .  5 )  a r e  n o t  i t s  ea s e  o f  u se ,  t h e  o pe r a t i n g  sy s t e m’ s  ro b u s t n e s s ,  
i t s  h i g h  r e l i a b i l i t y ,  o r  t h e  op e n  s o u r ce  s o f t wa r e  t o o l s  wi t h  wh i c h  
L i n u x  i s  d i s t r i b u t ed  b u t  t h e  b e n e f i t  o f  c o n t r o l  i t  p r o v id e s  t o  u se ,  
c h a n g e  an d  r e d i s t r i b u t e  t he  s o u r c e  c od e ,  a s  we l l  a s  t he  f r e e d o m i t  
r e p r e se n t s  i n  a l l o wi n g  a c c e s s  t o  t he  s o u r ce  c o d e  fo r  
u n d e r s t and i n g  a n d  mo d i f i c a t i o n  o r  c us t o mi s a t io n .  

Ga c e k ,  La wr i e ,  &  Ar i e f  ( 20 0 4 ,  J a n ua r y ,  p .  3 )  d e s c r i be  t h e  mo s t  
p r o mi n e n t  wa y  o f  o b t a i n i ng  p r i va t e  r e t u r n s  f r o m o p e n  s o u r ce  
s o f t wa r e  a s  p r o v i d i n g  s e r v i c e s  a n d  d i s t r i b u t i on  p a c k a g e s  fo r  o p e n  
s o u r c e  s o f t wa r e .  An o t h e r  me a n s  o f  co mme r c i a l i s i n g  o pe n  s o u r ce  
s o f t wa r e  i s  b y  u s i n g  o p en  s o u r c e  a s  a  b a s i s  o n  wh i c h  o t he r  
p r o p r i e t a r y  s o f t wa r e  c a n  b e  b u i l t .  

Ha wk i n s  ( 2 0 0 3 ,  De c e mb e r ,  p p .  4 - 7 )  s p e c i f i e s  t h a t  o pe n  s o u r ce  
b u s i n e s s  mo d e l s  ca n  b e  s ub d i v i d e d  i n t o  t wo  c a t e g or i e s :  b u s i n es s  
mo d e l s  fo r  t h e  s o f t wa r e  c on s u me r ,  a n d  b u s in e s s  mo d e l s  fo r  t h e  
s o f t wa r e  p r o d u c e r .  Wh e n  r e f e r r i n g  t o  t h e  mo d e l s  fo r  c on s u me r s  i t  
c o me s  d o wn  t o  t h e  t o t a l  co s t  o f  o wn e r s h i p  ( TCO)  o f  t h e  c h o s e n  
s o f t wa r e  s o l u t i o n .  Wh e n  r e f e r r i n g  t o  t h e  mo d e l s  fo r  s o f t wa r e  
p r o d u c e r s  a n d  i n  p a r t i c u l a r  t h e  r e v en u e s  o f  t h e  c o mp a n y ,  t h e r e  
a r e  a  f e w  p r o s p e c t i v e  s o u r c e s  o f  r e v e n u e s ,  s u c h  a s :  s a l e  o f  
c o mp l e me n t a r y  s o f t wa r e ,  su p p o r t  o f  s o f t wa r e ,  i n c r ea s ed  h a r d war e  
s a l e s ,  t r a i n i n g ,  c on s u l t i ng ,  c u s t o mi s a t i o n ,  d i s t r i b u t i on ,  a n d  th e  
v a l u e  o f  i n t e r n a l  u s e .  

A l s o ,  M c Ke l v e y  (2 0 0 1 ,  p p .  2 3 - 2 7 )  p r o p o s e s  t h a t  t h e re  a r e  t h r e e  
i d e a l i s t i c  b u s i n e s s  mo d e l s  wh i c h  a s s e s s  a d v an c e s  i n  “k n o wl e d g e -
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i n t e n s i v e”  p r o d u c t s  a n d  s e r v i ce s .  Sh e  a s s e r t s  t h es e  mo d e l s  a s  
b e i n g  f i rm- b a s e  c o n t r o l ,  ne t wo r k - ba s e d  a n d  a  h y b r i d  mo d e l .  Ea c h  
o f  t h e s e  c a n  t h e n  b e  s u b d i v i d e d  i n t o  t h e  t wo  s i d e s  o f  i n n o v a t i on ,  
n a me l y  e c o n o mi c  v a l u e  a n d  c r e a t i o n  o f  n o v e l ty .  

He c k e r  (1 9 9 9 ,  J a n u a r y ,  p .  5 0 )  s u g g e s t s  i n  o rd e r  t o  i mp l e me n t  a n  
e f f e c t i v e  o p e n  s ou r c e  s t r a t e g y ,  a n  o r g a n i s a t i o n  s h o u ld  c o n s i de r  
t h e  i mp l i c a t i o n s  o f ,  a n d  ma n a g e  t h e  fo l l o wi n g  f a c t o r s :  c o de  
s h a r i n g ,  t h i r d  p a r ty  t e c h n o lo g y ,  s o u rc e  c o d e  sa n i t i s a t i on ,  e x p o r t  
c o n t r o l  an d  a  n e w s o f t wa r e  d e v e l o p me n t  p r o ces s .  

By  p r o v i d i n g  s o lu t i o n s  on  t i me  t o  t h e  bu s i n e s s ’  c u s t o me r s  
a c c o r d i n g  t o  Ra y mo n d  ( 2 0 0 0 ,  Au g u s t ,  p .  5 )  a  b u s i n e s s  c a n  ma k e  
mo n e y  u s i n g  a n y  on e  o r  mo r e  o f  t h e  s e v e n  op e n  s o u r ce  b u s i n e s s  
mo d e l s  a s  d e s c r i bed  b y  h i m.   

Ko e n i g  ( 2 0 0 4 ,  M a y )  h i g h l ig h t s  s e v en  b u s i n e s s  s t r a t e g i e s  t h a t  ca n  
g i v e  a n y  h a r d wa r e  o r  s o f t wa r e  v e n do r s  a  c omp e t i t i ve  a d v a n t ag e .  
Th e  s e v en  s u g g e s t e d  b u s in e s s  s t r a t e g i e s  a r e :  t h e  op t i mi s a t i o n  
s t r a t e g y ,  t h e  d u a l  l i c e nc e  s t r a t e g y ,  t h e  c o ns u l t i n g  s t r a t e g y ,  t h e  
s u b s c r i p t i o n  s t r a t eg y ,  t h e  p a t r o n a ge  s t r a t e g y ,  t h e  h o s t ed  s t r a t e gy  
a n d  f i n a l ly  t h e  e mb e d d e d  s t r a t e g y .  

He  d e s c r ib e s  t h e  o p t i mi s a t i o n  s t r a t eg y  a s  o n e  l a y e r  o f  s o f t wa r e  
t h a t  i s  “mo d u l a r  a n d  c o n fo r ma b l e ” ,  a l l o wi n g  a d j a c e n t  s o f t wa r e  t o  
b e  o p t imi s e d .  Th e  mo d u l a r  an d  c o n fo r ma b l e  l a y e r s  a r e  
c o mmo d i t i e s ,  wh i ch  a r e  n o r ma l l y  u n p r o f i t a b l e .  An  ex a mp l e  o f  
t h i s  s t r a t e g y  wo u l d  b e  Or a c l e  p r o v i d i n g  a  Re a l  Ap p l i c a t i o n  
C l u s t e r  ( a  c l u s t e r  d a t a b ase )  s o l u t io n .  By  ru n n i n g  th e  Or a c l e  
d a t a b a se  o n  i n e x pe n s i v e  h a r d wa r e  wi t h  a  f r ee  o p e ra t i n g  s y s t em  
s u c h  a s  L i n u x ,  Or a c l e  a l l o ws  t h e  c l i e n t  t o  i n v e s t  mo r e  w i th  
Or a c l e  wh i l e  s t i l l  s a v i n g  o n  t h e  TCO o f  t h e  s o lu t i o n .  

An o t h e r  p r o f i t a b l e  o p e n  s o u r c e  b us i n e s s  s t r a t e g y  i s  t h e  d u a l  
l i c e nc e  s t r a t e g y .  A  c o mp a n y  wo u l d  r e l e a s e  i t s  s o f t wa r e  u n d e r  t wo  
d i s t i nc t  l i c e n c es ,  t h e  f i r s t  a s  a n  o p e n  s o u rc e  l i ce n ce  a n d  t he  
s e c o n d  a s  a  p r o p r i e t a r y  l i c e n c e .  Th e  s e c o nd  l i c e nc e  wo u l d  b e  
u s e d  fo r  a n  a d v an c e d  v e r s i o n  o f  t h e  s o f t wa r e  o r  t o  l i mi t  t he  
c o mme r c i a l  u s e  o f  t h e  s o f t wa r e .  An  e x a mp l e  o f  t h i s  s t r a t e g y  
wo u l d  b e  QT  f r o m Tr o l l t ec h .  QT  i s  a  Gr a p h i c a l  Us e r  I n t e r f ac e  
( GUI )  l i b r a r y .  T ro l l t e c h  l i c e n c e  t he  l i b r a r y  u n d e r  Gn u  Pu b l i c  
L i c e n c e  (GPL)  fo r  e v e r y o ne  t h a t  mi g h t  wa n t  t o  u s e  i t  f o r  n o n -
c o mme r c i a l  u s e ,  l i k e  t h e  KDE p r o j ec t .  Ho we v e r  fo r  co mme r c i a l  
u s e ,  a n  o rg a n i s a t i on  wo u l d  r e q u i r e  a  QT  p u b l i c  L i c e n c e  ( QPL) .  

Th e  p a t ro n a g e  s t r a t e g y  i s  u s e d  fo r  s t a n da rd s  a d o p t io n  a n d  to  
c r a c k  e n t r e n c he d  ma r k e t s .  I n  t h i s  s t r a t e g y  a  c o mp a n y  wo u l d  
c o n t r i b u t e  t o  a n  o p e n  s o u r c e  p r o j ec t  i n  t h e  h o p e  t ha t  i t  wo u l d  
b e c o me  a  d e - f a c t o  s t a n d a r d .  Th e  s t r a t e g y  ca n  o n l y  b e  u s e d  wh e n  
t h e  o r g an i s a t i o n  p r o v i d e s  a l t e r n a t iv e  s o l u t io n s ,  a s  i t  i s  n o t  a  
p r i ma r y  i n c o me  s t r a t e g y .  As  a n  e x a mp l e ,  I BM  i s  u s i n g  t h i s  
s t r a t e g y  b y  s y s t e ma t i c a l l y  r e p l ac i n g  a l l  o f  i t s  p r o p r i e t a r y  
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o p e r a t i n g  s y s t e ms  wi t h  L i n u x .  Th i s  wa y  t h e r e  c an  b e  o ne  
o p e r a t i n g  s y s t e m r u n n i n g  on  a l l  o f  IBM ’ s  h a rd wa r e ,  o ne  o p e r a t i n g  
s y s t e m t o  d e v e l op ,  ma i n t a i n ,  a n d  su p p o r t .  Th i s  a l l o ws  I BM  t o  
c o n t r i b u t e  t o  t h e  L i n u x  ke r n e l  d e ve l o p me n t  a n d  s t ee r  p r o g r es s  
wh e r e  i t  i s  r e q u i r ed  wh i l e  s t i l l  s pe n d i n g  l e s s  t h a n  wh e n  p r o v i d i n g  
mu l t i p l e  o p e r a t i n g  s y s t e ms .  

Th e  h o s t e d  o p e n  s o u r c e  bu s i n e s s  s t r a t e g y  i s  a  “ h i d d e n  s e r v i ce s  
b u s i n e s s  mo d e l ”  ( Ko e n i g ,  2 0 0 4 ,  M a y ,  p .  9 ) .  I n  t h i s  b u s i n es s  
mo d e l ,  o r g a n i s a t i on s  d o  n o t  s e l l  s o f twa r e .  I n s t e a d  a n  o r g a n i s a t i o n  
a l l o ws  t he  u s e  o f  t h e  s o f t wa r e  a n d  th e n  s e l l s  a  s e r v i ce  p r o v i d in g  
t h e  s o f t wa r e .  Ex a mp l e s  o f  s u c c e s s fu l  i mp l e me n t a t i o n s  o f  t h i s  
s t r a t e g y  a r e  e - b ay ,  A ma z o n ,  a n d  Go o g l e .  A ma z o n  p r o v i d e s  a n  
i n f r a s t r uc t u r e  b a s ed  o n  o p e n  s o u r c e  t o  b e  u s e d  f r e e  o f  c h a r g e  t o  
s e l l  c o mmo d i t i e s .  

Th e  e mb e d d e d  s t r a t e g y  i s  wh e r e  a n  o r g a n i s a t i o n  p r o v i d e s  f r e e  
s o f t wa r e  w i t h  t he  h a r d war e  i t  s e l l s .  I BM  o r i g i na l ly  u s e d  th i s  
s t r a t e g y  in  t h e  1 9 60 ’ s .  To d ay  o r g a n i sa t i o n s  d o  n o t  wa n t  t o  wr i t e  
n e w s o f t wa r e  fo r  e v e r y  t y pe  o f  h a r dwa r e  t h e y  r e l e a s e .  I n s t e a d  th e  
o r g a n i s a t i o n  wo u l d  ma k e  u s e  o f  o p e n  s o u r c e  s o f t wa r e  a n d  a l l ow  
t h e  c o mmu n i t y  t o  d e v e l op  a n d  s u p p o r t  t h e  n o n -p r o f i t a b l e  
s o f t wa r e ,  wh i l e  i t s  p r i ma r y  i n t e r e s t  i s  t h e  s a l e  o f  t h e  h a r d wa r e .  A  
r e c e n t  e xa mp l e  o f  t h i s  s t r a t e g y  i s  t h e  r e l e a se  o f  t h e  No k i a  7 70  
t a b l e t  PC .  

A  s o me wh a t  q ue s t i o na b le  s t r a t eg y  r e s e rv e d  fo r  t h e  l a r g e  
e n t e r p r i s e ,  i s  d u b b e d  t h e  c h e a p  s e a t  s t r a t e g y .  I n  t h i s  s t r a t e g y  th e  
e n t e r p r i s e  u s e s  i t s  s h e e r  n umb e r  o f  l i c e n s a b l e  s e a t s  t o  c h a n g e  t he  
p r i c e s  c ha r g e d  b y  a  s p e c i f i c  v e n d o r .  Th e  e n t e rp r i s e  wo u l d  u s e  i t s  
b u y i n g  p o we r  t o  b a r g a i n  fo r  s i g n i f i c a n t l y  l owe r  l i c e nc e  f e e s  f o r  
p r o p r i e t a r y  s o f t wa r e  b y  sp e c u l a t i ng  t o  mi g r a t e  t o  op e n  s o u rc e  
s o f t wa r e ,  b u t  n e v e r  a c t u a l l y  c o n s i d e r i n g  s wi t ch i n g .  I n  a  r e s p o n se  
t o  e n t e r p r i s e s  “ s wi t c h i n g ”  t o  L i n u x  a n d  o p en  s o u r c e  s o f t wa r e ,  
M i c r o s o f t  u n v e i l ed  t h e  Op e n  V a l u e  I n i t i a t i v e  L i c e n s i n g .  
( M a g u i r e ,  2 0 0 2 ,  No v e mb e r ,  p .  1 )  

A  b u s i n es s  s t r a t eg y  t h a t  i s  n o t  u n i q u e  t o  o p e n  s o ur c e  i s  t he  
c o n s u l t i ng  s t r a t e gy .  Th i s  i s  a  p u r e  s e r v i ce  b us i n e s s  mo d e l .  Ho c h ,  
e t  a l .  ( 1 99 9 ,  p .  3 6 )  s t i p u l a t e s  t ha t  no t  s i n c e  1 9 6 2  h a ve  s o f t wa re  
r e l a t e d  se r v i ce s  c o s t  l e s s  t h e n  7 0 %  o f  t h e  t o t a l  s o f t wa r e  
i n v e s t me n t ,  wh i c h  ma k e s  t h i s  a  v e ry  p r o f i t ab l e  b u s i ne s s  s t r a t eg y  
e v e n  i f  t h e  s o f t wa r e  i s  p ro v i d e d  a s  f r e e  a n d  a s  o p e n  s o u r c e .  An  
e x a mp l e  o f  t h i s  s t r a t e g y  us e d  b y  10 X s o f t w a r e  t ha t  p r o v i d e s  
c o n s u l t a t i o n  a r o u nd  v a r i o u s  o p e n  s o u r c e  p r o d uc t s .  

Th e  s u b s c r i p t i o n  s t r a t e g y ,  a l s o  k n o wn  a s  t h e  “ r e ve n u e s  fo r  
s e r v i ce s ”  s t r a t e g y ,  i s  a  s t r a t e g y  wh e r e  a  p r o v i d e r  c h a r g es  a  
l i c e nc e  f e e  fo r  s o f t wa r e  ma i n l y  t o  p r o v i d e  ma i n t en a n c e  a n d  
c o n s u l t a t i o n  s e r v i c e s .   
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A  p a r t i c u l a r  a p p r oa c h ,  a s  de s c r i be d  b y  Co v e y  ( 2 0 0 0 )  h i g h l i g h t s  a  
wa y  t o  ma k e  mo n e y  wi t h  op e n  s o u rc e  s o f t war e .  Co v ey  s p e c i f i e s  
t h a t  t h e  t r i c k  i s  n o t  t o  s e l l  a  s u p p o r t  c o n t r ac t  b u t  a n  
a d mi n i s t r a t i o n  c o n t r a c t .  He  e x p l a i ns  t h a t  u s e r s  o f  s y s t e ms  d o  n o t  
n e e d  s u p p o r t  a l l  t h a t  o f t en ,  b u t  r e q u i r e  t he i r  s y s t ems  t o  b e  
a d mi n i s t e r e d  o n  a  r e g u l a r  ba s i s .  Fo r  e x a mp l e ,  u s e r s  o f  c o mp u t i n g  
s y s t e ms  r e q u i r e  t h e i r  c o mp u t e r s  t o  b e  u p d a t e d  w i t h  t h e  l a t e s t  
s e c u r i t y  p a t c h e s  an d  a p p l i ca t i o n  u p da t e s ,  s o me t h i n g  u se r s  d o  n o t  
wa n t  t o  d o  o r  d o  n o t  h a v e  th e  r e l e v an t  e x p e r i e n c e  o r  kn o wl e d g e  t o  
d o .  

I n  a n o t he r  c h a r ac t e r i s a t i on ,  Ho h e n s o h n  &  Ha n g  ( 20 0 3 ,  p .  7 )  
s p e c i f i e s  t h a t  o p en  s o u r c e  s e r v i ce  p r o v i d e r s  c a n  b e  s u b d i v i d ed  
i n t o  f i v e  c a t e g or i e s ;  d i s t r i bu t o r s  a s  o p e n  s o u r c e  s o f t wa r e  s e r v i c e  
p r o v i d e r s ,  l a r ge  h a r d wa r e  p ro d u c e r s ,  l a r g e  s o f twa r e  f i r ms ,  g l o b a l  
s y s t e m i n t e g r a t o r s  a n d  s p e c i a l i s e d  o p e n  s o u r c e  s e r v i ce  p r o v i d e r s .  
No v e l l  wo u l d  b e  ch a r a c t e r i s e d  a s  a  d i s t r i b u t o r  o f  L i n u x  a n d  o pe n  
s o u r c e  s o f t wa r e  p ro d u c t s .  

Eq u a l l y ,  M a n t a r o v  ( 1 9 9 9 ,  Au g u s t )  i l l u s t r a t e s  h o w a  s ma l l  f i r m  
s u c h  a s  Re d  Ha t  So f t wa r e  I n c .  c o u l d  e n t e r  a  ma t u r e  ma r k e t  b y  
i mp l e me n t i n g  a n  i n n o v a t i ve  s t r a t e gy  a n d  tu r n i n g  th r e a t s  an d  
b a r r i e r s  i n t o  o p p o r t u n i t i e s .  

No v e l l  ac q u i r e d  Su SE  i n  an  a t t e mp t  t o  s u p p le me n t  i t s  d e c l i n i ng  
Ne t Wa r e  ma i n t e n a n c e  r e ve n u e  a n d  t o  e n t e r  t h e  L i n u x  d e s k t o p  
ma r k e t  wh e r e  t h e  a d o p t i o n  r a t e  i s  v e r y  p r o mi s i n g  ( Ko en i g ,  2 0 0 4 ,  
M a y ,  p .  6 ) .  No v e l l  ma k e s  u s e  o f  t h e  s u b s c r i p t i o n  s t r a t eg y .  

No v e l l  t r a d i t i o n a l l y  ma d e  u s e  o f  p r o p r i e t a r y  s o f twa r e  a n d  
s u p p o r t i ng  b u s i n e s s  s t r a t e g i e s .  By  g o i n g  o p e n ,  No v e l l  ma k e s  u s e  
o f  o p e n  s o u r c e  s o f t wa r e  a n d  o p e n  s o u r c e  b u s i ne s s  s t r a t eg i e s .  Th e  
s t r a t e g i c  d e c i s i o n  t o  g o  o p e n  i s  a t t e s t e d  i n  t h e  n e x t  s e c t i on ,  
wh i c h  s u mma r i s e s  No v e l l ’ s  c o r p o r a t e  a n d  o p en  s o u r c e  h i s t o r y .   
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Short overview of Novell’s business  
 

Novell's historical events

Novell acquired SuSE; Novell acquired 
Salmon; Novell & Microsoft settlement

Novell acquired Ximian

Novell acquired Cambridge Technology 
Partners; Novell gets new CEO, Messman

Novell acquired SilverStream Software

Novell release Edirectory
Company founded in Provo, Utah, USA

Noorda become CEO; Company renamed to 
Novell Inc; Introduced NetWare.

Novell acquired Excelan; Novell released 
first 32-bit OS for 80386 architecture

Dominant Player in Network OS

Novell acquired Digital Research; Release 
DR-DOS

Novell acquired UNIX System Laboratories & 
Fluent Inc.

Novell acquired WordPerfect & Quattro Pro; 
Noorda departed; Young appointed Interim 

CEO

Novell sell of UNIX to SCO

Novell sell of WordPerfect & Quattro Pro to 
Corel; Sold DR to Caldera; Sold Tuxedo to 

BEA Systems; Get Novell products "Internet 
Ready"

Eric Schmidt appointed as CEO
Novell release Open enterprise Server, 

OpenSuSE and SuSE 10. Novell acquired 
Immunix Inc, & Tally Systems Corp.

1979 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011

 
Figure 1: Novell timeline graph of major events 
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No v e l l  ( o f t e n  c a l l e d  B i g  Re d )  i s  t r a d i t i o na l l y  k n o wn  a s  t h e  
ma n u fa c t u r e r  o f  c o mmu n i c a t i o n s  a nd  n e t wo rk i n g  p r od u c t s .  The y  
a r e  we l l  k n o wn  fo r  t h e i r  s ec u r e  i d e n t i t y  ma n a g e me n t ,  a n d  
Ne t wa r e  p r o d u c t s  b a s e d  o n  t h e  I PX  a n d  SP X  n e t wo r k  p r o t o c o l s .  
No v e l l ’ s  Ne t wa r e ,  a  n e t wo rk  o p e r a t i n g  s y s t em,  wa s  d e s i g n e d  fo r  
c l i e n t  s e rv e r  n e t wo r k s  p r o v i d i n g  f i l e  a n d  p r i n t  s h a r i n g  s e r v i c es .  
( Nc r e l ,  20 0 5 )  No v e l l  a l s o  p i o n e e re d  I T  c e r t i f i c a t i o n .  

 

Novel l  history 

Th e  c o mp a n y  wa s  fo u n d e d  in  1 9 7 9  i n  P r o v o ,  U t a h ,  USA a s  No v e l l  
Da t a  Sy s t e ms  I n c .  A t  t h e  t i me  No v e l l  wa s  a  c o mp u t e r  h a r d wa r e  
ma n u fa c t u r e r  p r o du c i n g  CP / M  b a se d  s y s t e ms .  Th e  c omp a n y  wa s  
c o - fo u n d e d  b y  J a c k  Da v i s  a n d  Ge o r g e  Ca n o v a .  Th e  n a me  
“ No v e l l ” ,  s u g g e s t ed  b y  Ca n o v a ’ s  w i f e ,  wa s  a  mi s i n t e r p r e t a t i on  
a n d  wa s  o r i g i na l ly  t h o u g h t  t o  me a n  “ n e w”  i n  F r e n c h .  Sa fe g u a r d  
Sc i e n t i f i c  p r o v i d e d  t h e  s e e d  c a p i t a l  f o r  t h e  c o mp a n y  s t a r t - u p .  Th e  
c o mp a n y  d i d  n o t  i n i t i a l l y  d o  we l l  a n d  b o th  fo u n d e r s  l e f t  t h e  
c o mp a n y  s o o n  a f t e r wa r ds .  V i c t o r  Vu r p i l l a t  wh o  o r i g i n a l l y  
o r g a n i s ed  t h e  s e ed  c a p i t a l  f o r  t h e  c o mp a n y  d i d  n o t  wa n t  t h e  
c o mp a n y  t o  l i q u id a t e ,  a n d  fo u n d  R a y mo n d  No o r d a  t o  j o i n  t h e  
c o mp a n y  a s  p r e s i de n t .  ( No ve l l  P re s s ro o m,  2 0 0 4 ;  Wi k i p e d i a ,  2 0 0 5)  

Du r i n g  Ja n u a r y  19 8 3 ,  t h e  f i r m wa s  r e n a me d  t o  No v e l l  I n c ,  an d  
Ra y mo n d  No o r d a  wa s  s ub s e q u e n t ly  a p p o i n t e d  a s  CEO i n  Ma y  
1 9 8 3 .  Un d e r  No o r d a ’ s  g u i da n c e  No v e l l  h e l p ed  t o  e s t ab l i s h  t he  
c o r p o r a t e  n e t wo r k  ma r k e t  w i t h  t h e  i n t r o d uc t i o n  o f  t h e  l o c a l  a r e a  
n e t wo r k  (LAN) .  Th a t  y e a r ,  No v e l l  I nc  i n t r o d uc e d  a  mu l t i p l a t fo rm 
n e t wo r k  o p e r a t i n g  s y s t e m (NOS)  c a l l e d  No v e l l  Ne t Wa r e ,  t h e  f i r s t  
LAN s o f t wa r e  b a s ed  o n  f i l e - s e r v e r  t e ch n o l o g y .  Th e  NOS ma d e  u s e  
o f  p r o p r i e t a r y  s t a n d a r d s ,  d e v e l o pe d  b y  No v e l l ,  c a l l e d  IPX  
( I n t e r n e t  Pa c k e t  e Xc h a n g e )  a n d  SPX ( Se q u e n ce d  Pa c k e t  
e Xc h a n g e )  wh i c h  we r e  b a s e d  o n  X NS a n d  c r e a t e d  t he  s t a n d a rd s  
f r o m I DP ,  a n d  SPP .  ( No v e l l  P r e s s r o om,  2 0 0 5 ;  Wi k i p e d i a ,  2 0 0 4 )  

I n  t h e  19 8 0 ’ s ,  n e t wo r k  s o f t wa r e  s t a r t e d  w i th  s h a r i n g  f i l e s  a nd  
p r i n t e r s  w i t h i n  t he  LAN a n d  e x p a n d e d  t o  i n c lu d e  t h e  ma n a g e me n t  
o f  w i d e  a r e a  ne two r k s  (WA Ns ) ,  wh i c h  e na b l e d  e n t e r p r i s e - c l a s s  
c o mp u t i n g .  Du r i n g  t h e  1 9 8 0 ’ s  No v e l l  d id  e x t r eme l y  we l l ,  
a g g r e s s i ve l y  i n c r ea s i n g  ma r k e t  s ha re  b y  s e l l i n g  c o s t l y  E t h e r ne t  
n e t wo r k  c a r d s  a t  a  r e d u ce d  p r i c e .  I n  1 9 8 9 ,  No v e l l  a c q u i r ed  
Ex c e l a n  to  g a i n  v a l u a b l e  e xp e r i e nc e  a n d  TCP/ I P  r e l a t ed  s o f t wa r e  
t e c h n o l o g i e s .  Th a t  y e a r ,  No v e l l  a l s o  r e l e a s e d  t h e  v e r y  f i r s t  
c o mme r c i a l l y  a va i l a b l e  3 2 -b i t  o p e r a t i n g  s y s t e m fo r  t h e  8 0 3 8 6  
CPU s e r i e s  p r o c es s o r s .  ( Nov e l l  Fa c t s ,  2 0 0 4 ;  No v e l l  P r e s s r o o m,  
2 0 0 5 ;  Wi k i p e d i a ,  2 0 0 5 )  
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By  1 9 9 0 ,  No v e l l  wa s  t h e  d o mi n a n t  p l a y e r  i n  p r o v i d in g  NOS fo r  
a n y  b u s i n e s s e s  t h a t  r e q u i r e d  a  c o mp u t e r  n e t wor k .  I n  1 9 9 1 ,  No v e l l  
a c q u i r e d  D i g i t a l  Re s e a rc h  a n d  r e l e a se d  No v e l l  DOS ( a l s o  k n o wn  
a s  DR- DOS) .  Th i s  wa s  d o ne  i n  o r d e r  t o  t r y  t o  b r e a k  th e  M i c r os o f t  
mo n o p o l y  i n  t h e  o p e r a t i n g  s y s t e m ma r k e t .  No v e l l  a l s o  mo v e d  
fu r t h e r  awa y  f r o m t h e i r  o r i g i n a l  ma r k e t ,  s ma l l e r  c o mp a n i e s ,  t o  
t a r g e t  l a r g e r  c o rp o r a t i o n s .  Un fo r t u n a t e l y ,  a t  t h e  s a me  t i me ,  
No v e l l  u n d e r i n ve s t e d  i n  r e se a r ch  a n d  d e v e l o p me n t ,  wh ic h  
r e s u l t e d  i n  t h e i r  k e y  p r o d u c t s  b e i ng  c o mp l e x  t o  a d mi n i s t e r  an d  
c o n t r o l .  

I n  M a y  1 9 9 1  M i c r o s o f t  a n n o u n c e d  t h a t  t h e y  wo u l d  b e  
d i s c o n t i nu i n g  t h e  OS / 2  p a r t n e r s h i p  a n d  wo u l d  fo c u s  t h e i r  t ime  
a n d  r e s ou r c e s  o n  t h e  Wi n d o ws  p l a t fo r m.  Th i s  i nc l u d e d  t he  
Wi n d o ws  NT k e r n e l .  Th i s  a l l o we d  th e m t o  e n t e r  t h e  l o c a l  a r ea  
n e t wo r k  ma r k e t .  Du r i n g  Ju n e  i n  19 9 3 ,  No v e l l  a c qu i r e d  Un i x  
Sy s t e m La b o r a t o r i e s  f r o m AT& T,  wh i c h  r e s u l t ed  i n  t he n  
a c q u i r i n g  t h e  r i gh t s  t o  t h e  UNI X k e r n e l  a s  we l l  a s  Tu x e d o  
( T r a n s ac t i o n s  fo r  UNI X,  E x t e n d e d  fo r  D i s t r i b u t e d  Ope r a t i o n s ) ,  a  
t r a n s ac t io n  o r i e n t a t e d  mi d d l e wa r e  p l a t fo rm u s e d  t o  ma n a g e  
d i s t r i b u t ed  t r a n s ac t i o n  p r o ce s s i n g .  Th i s  wa s  d o n e  a p p a r e n t l y  t o  
c o mp e t e  a g a i n  d i r e c t l y  a g a i n s t  M i c r o s o f t  i n  t h e  e n t e r p r i s e  
n e t wo r k in g  a n d  d i s t r i b u t e d  t r a ns a c t i o n  a r e a .  A  mo n t h  l a t e r ,  i n  
J u l y  1 9 93 ,  No v e l l  a c q u i r e d  F l u e n t  In c .  ( a  mu l t i me d i a  s o f t wa r e  
c o mp a n y ) .  I n  t h e  19 9 0 ’ s  Nov e l l ’ s  Ne t Wa r e  o p e r a t i n g  sy s t e m wa s  
u p d a t e d  to  a d d  k e y  f e a t u r e s  fo r  d i s t r i b u t e d  e n t e r p r i s e s .  

Du r i n g  Fe b r u a r y  1 9 9 4 ,  No v e l l  r e l ea s e d  t h e  f i r s t  c omme r c i a l l y  
a v a i l a b l e ,  d i s t r i bu t e d ,  s e c u r e  au t h e n t i c a t i o n  s ys t e m a n d  
e n t e r p r i s e - wi d e  d i r e c t o r y  se r v i ce .  Th a t  s a me  y e a r ,  i n  Ju n e ,  No v e l l  
a c q u i r e d  Wo r d Pe r f e c t  a n d  Qu a t t r o  P r o  f r o m Bo r l a n d  I n c  t o  ga i n  
e n t r y  i n to  t h e  o f f i c e  s u i t e s ,  wo r kg r o u p ,  an d  t h e  s t a n d a l o n e  
d e s k t o p  ap p l i c a t i on s  ma r k e t .  

Ho we v e r ,  No v e l l  wa s  l o s i ng  t h e  n e t wo r k  o p e r a t i n g  s y s t e m ma r k e t  
t o  M i c r os o f t .  Wi t h  No v e l l  l o s i n g  ma r k e t  s h a r e  a n d  s t r a i ne d  b y  
c o mp e t i t i o n ,  No o r d a  d e p a r t e d  f r o m No v e l l  i n  1 9 9 4 .  J o h n  Yo u n g  
wa s  a p p o i n t e d  a s  t h e  i n t e r i m C E O.  No v e l l  wa s  s ub s e q u e n t ly  
fo r c e d  t o  s e l l  UNI X t o  Sa n t a  Cr u z  Op e r a t i on  ( SCO)  i n  1 9 9 5 .  By  
1 9 9 6  No v e l l  s o l d  Wo r d Pe r f e c t  a n d  Qu a t t r o  P ro  a s  a  p ac k a g e d  de a l  
t o  Co r e l .  DR wa s  s o l d  t o  Ca l d e r a  Sy s t e ms  a n d  Tu x ed o  wa s  a l s o  
s u b s e q u en t l y  s o l d  t o  BEA s y s t e ms  i n  1 9 9 6  d u e  t o  No v e l l  b e i ng  
f i n a n c i a l l y  s t r a i n ed .  

I n  1 9 9 6  No v e l l  i n t e r i m CE O J o h n  Yo u n g  r e a l i s e d  t h a t  t h e  I n t e rn e t  
wo u l d  ma k e  a  t r e me n d o u s  i mp a c t  o n  t h e  t r a d i t i o n a l  n e t wo r k  
ma r k e t .  He  ma d e  a  s t r a t e g i c  d e c i s i on  t o  ma k e  a l l  t he  c o mp a n y ’ s  
p r o d u c t s  I n t e r ne t  r e a d y  b y  s u p p o r t i n g  s t a n d a r d  I n t e r ne t  p r o t o c o l s ,  
s u c h  a s  t h e  TCP/ I P  p r o t o c o l  s t ac k .  
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E r i c  Sc hmi d t  wa s  a p p o i n t e d  a s  CEO in  M a r c h  1 9 9 7 .  He  c o n t i n u ed  
t o  d r i v e  t h e  c u r r en t  s t r a t eg y  t o  g e t  No v e l l ’ s  p r o d u c t s  p o r t fo l i o  
I n t e r ne t  r e a d y .  Th e  r e s u l t  wa s  Ne tWa r e  5  an d  No v e l l  D i r ec t o r y  
Se r v i c e s .  

I n  t h e  l a s t  mo n t h s  o f  1 9 9 9 ,  No v e l l  r e l e a s e d  a  h i g h - av a i l a b i l i t y  
c l u s t e r  sy s t e m a s  we l l  a s  E - Di r e c t o r y .  E -Di r e c t o r y ,  a  c r o s s  
p l a t fo r m d i r e c t o r y  s e r v i c e ,  wa s  a  k ey  r e q u i r eme n t  t o  e n s u r e  t r ue  
i n t e r o p e ra b i l i t y ,  a l l o wi n g  fo r  e f fo r t l e s s  e x c h an g e  a n d  u s e  o f  d a t a  
a c r o s s  t he  I n t e r n e t .   

I n  a  s t r a t e g i c  mo v e ,  No v e l l  a c q u i r e d  c o n s u l t i n g  f i r m Ca mb r i d g e  
Te c h n o l og y  Pa r t ne r s  i n  J u l y  2 0 0 1 ,  i n  a n  e f fo r t  t o  d e l i v e r  b o t h  
p r o d u c t s  a s  we l l  a s  q u a l i t y  s e r v i c e s  t o  i t s  c u s t ome r s .  Th i s  
p a r t n e r s h i p  a l l o wed  No v e l l  t o  d e l i ve r  n e t wor k i n g  s o lu t i o n s  t ha t  
a s s i s t e d  c o mp a n i e s  w i t h  t he i r  b u s i ne s s  c h a l l e n g e s .  I n  2 0 0 1  CEO  
Er i c  Sc hmi d t  mo v e d  t o  Go o g l e  I n c ,  a n d  wa s  s u b s e q u e n t ly  
r e p l ac e d  b y  J a c k  M e s s ma n ,  t h e n  CEO o f  Ca mb r i d g e  Tec h n o l o g i e s  
Pa r t n e r s .  

J u l y  2 0 02  s a w  a no t h e r  b o ld  s t e p  b y  No v e l l ,  w i t h  t h e  a c q u i s i t i o n  
o f  S i l v e rS t r e a m So f t wa r e ,  a  we b  s e r v i c e s - o r i e n t e d  a pp l i c a t i o ns  
d e v e l o p me n t  f i r m.  Wi t h  t h e  a c q u i s i t i o n  o f  S i l v e r S t r eam So f t wa r e ,  
No v e l l  ac q u i r e d  t h e  e x p e r t i s e  t o  c on v e r t  b u s i n e s s  p r oc e s s e s  t o  
we b  s e r v i c e s .  The  b u s i n e s s  a r ea ,  c a l l e d  No v e l l  e x t e Nd ,  c o n t a in s  
XM L a n d  We b  Se r v i c e  t o o l s  b a se d  o n  J 2 EE  ( J a v a  2  En t e r p r i s e  
Ed i t i o n ) .  

I n  Au g u s t  2 0 0 3 ,  No v e l l  ac q u i r e d  X i mi a n ,  a n  o p e n  s o u r c e  L in u x  
d e s k t o p  ma n a g e me n t  s o l u t i o n .  Wi t h  t h i s  ac q u i s i t i on ,  No v e l l  
a c q u i r e d  t wo  o p e n  s o u r c e  v i s i o n a r i e s ,  Na t  F r i e d ma n  a n d  M i g u e l  
d e  l c a za ,  a n d  t wo  k e y  o p e n  so u r c e  p r o j e c t s ,  M on o  ( a n  o pe n  s o u r c e  
M i c r o s o f t  . NET i mp l e me n t a t i o n ) ,  a n d  Gn o me  ( a  L i n u x  d e s k to p  
ma n a g e me n t  p l a t fo r m) .  Th i s  g a v e  No v e l l  t r eme n d o u s  e x p o s u r e  i n  
t h e  o p e n  s o u r c e  c ommu n i t y .  

I n  J a n u a r y  2 0 0 4 ,  No v e l l  a c q u i r ed  Su SE ,  Eu r o p e ’ s  l e a d in g  
c o mme r c i a l  L i n u x  d i s t r i b u t i o n .  Wi t h  t h i s  a c q u i s i t i o n ,  I BM 
i n v e s t e d  a  b o l d  $ 50  mi l l i o n  i n  No v e l l  t o  s h o w i t s  s u p po r t  fo r  t he  
a c q u i s i t i o n .  

No v e l l  ac q u i r e d  an o t h e r  I T  c o n s u l t an c y  f i r m,  UK- b a s e d  Sa l mo n ,  
i n  J u l y  20 0 4 ,  i n  o r d e r  t o  s t r e n g t h e n  i t s  c o n s u l t a n c y  de l i v e r y .  I n  
No v e mb e r  2 0 0 4 ,  ba s e d  o n  th e  Su SE  d i s t r i b u t io n ,  No v e l l  r e l ea s ed  
t h e  e n t e r p r i s e  d e s k t o p ,  No v e l l  L i n u x  De s k t o p  9 .  A l s o  i n  
No v e mb e r ,  No v e l l  a n d  M i c r o s o f t  s e t t l e d  a  l e ga l  a n t i t r u s t  c a s e  fo r  
$ 5 3 6 m b a s e d  o n  M i c r oso f t ’ s  e f fo r t s  i n  t h e  mi d  1 9 9 0 ’ s  t o  
e l i mi n a t e  c o mp e t i t i o n  i n  t h e  o f f i ce  p r o d u c t i v i t y  a pp l i c a t i o ns  
ma r k e t .  
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La t e r ,  i n  Fe b r u a ry  2 0 0 5 ,  No v e l l  r e l e a s e d  e -D i r e c t o r y  d e v e l o pe r  
i n t e r f a c es  t o  t h e  o p e n  s o u r c e  c o mmu n i t y .  A t  t h a t  t i me ,  No v e l l  
a l s o  l a u nc h e d  t h e  “ o p e n  so u r c e  c o l l a b o r a t i on  s e r v e r  i n i t i a t i v e”  
( a n  o p en  s o u r ce  p r o j ec t  p r o v i d i n g  ca l e n d a r  a n d  ma i l  
f u n c t i o n a l i t y ) .  I n  M a r c h  2 0 0 5 ,  No v e l l  r e l e a se d  t h e  " Op e n  
En t e r p r i s e  Se r v e r "  ( a  s e cu r e  s u i t e  o f  s e r v i c e s  t h a t  p r o v i d es  
n e t wo r k in g ,  c o mmu n i c a t io n ,  a n d  a p p l i ca t i o n  s e r v i ce s ) .  A  mo n t h  
l a t e r ,  i n  Ap r i l  2 00 5 ,  No v e l l  ac q u i r e d  Ta l l y  Sy s t e ms  Co r p o r a t io n  
( a n  I T  a s s e t  ma n a g e me n t  s o l u t i on s  c o mp a n y ) .  I n  M a y ,  No v e l l  
a n n o u n c ed  t h e  a c q u i s i t i on  o f  I mmu n i x  I n c .  ( a  h o s t - ba s e d  
a p p l i ca t i o n  s e c u r i t y  s o lu t i o n s  p r ov i d e r ) .  La t e r  t ha t  y e a r ,  i n  
Au g u s t  2 0 0 5 ,  No v e l l  r e l ea se d  Su SE  a s  a n  o p en  s o u r c e  p r o j e c t  an d  
n a me d  t h i s  p r o j e c t  o p e n Su S E  ( No v e l l  Fa c t s ,  2 0 0 5 ,  p .  1 ) .  Sh o r t l y  
a f t e r wa r ds ,  No v e l l  r e l ea s e d  Su SE  1 0 .  
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Today 

To d a y  ( 2 0 0 5 ,  De c e mb e r ) ,  No v e l l ’ s  c o r p o r a t e  h e a d q u a r t e r s  i s  i n  
Wa l t h a m,  M a s s a ch u s e t t s .  Wi t h  a b o u t  1 0 0  o f f i c e s  a r o u n d  t h e  
wo r l d ,  a n d  c l o s e  t o  6 0 0 0  e mp l o y e e s  wo r l dwi d e ,  t h e y  a r e  b i g  
s u p p o r t e r s  o f  o p en  s o u r c e  s o f t wa r e  a n d  a r e  r e a d y  t o  d e fe n d  t h e  
o p e n  s o ur c e  c o mmu n i t y  ag a i n s t  t ho s e  wh o  mi g h t  a s s e r t  pa t en t s  
a g a i n s t  op e n  s o u r ce  p r o d u c t s .  ( No v e l l  Pa t e n t  Po l i c y ,  2 00 5 ;  No v e l l  
P r e s s ,  2 00 4 )  

Cu r r e n t l y  No v e l l  i s  a  l e a de r  i n  t h e  mo v e  t owa r d s  o pe n - p l a t fo r m 
c o mp u t i n g ,  d e l i v e r i n g  L i nu x  s o l u t io n s  fo r  t h e  s e r v e r  a n d  t h e  
c o mp u t i n g  d e s k t o p .  ( No v e l l  P r e s s ,  2 00 4 )  
 

Novel l ’s  strategy 

“ No v e l l  w i l l  a cc e l e r a t e  t h e  a d o p t i o n  o f  L i n u x  b y  wo r k in g  w i t h  i t s  
p a r t n e r s  t o  r e mo v e  b a r r i e r s  t o  L i n u x  a d o p t i o n ” .  ( No v e l l  Ke y n o t e  
P r e s e n t a t i o n ,  2 0 0 5 ,  M a y ,  p .  9 )  

I t  i s  a p pa r e n t  f r om t h e  p u b l i s h e d  wo r k s  o n  op e n  s o u r ce  b u s i n e s s  
s t r a t e g i e s  t h a t  No ve l l  ac q u i r e d  Su SE  i n  a n  a t t emp t  t o  i nc r e a se  i t s  
d e p l e t i n g  Ne t Wa r e  ma i n t e na n c e  r e ven u e ,  a n d  a i ms  t o  g e t  a b o a r d  
t h e  f a s t  a d o p t i o n  r a t e  o f  t h e  L i n ux  o p e r a t i n g  s y s t em.  ( Ko e n i g ,  
2 0 0 4 )  

Ac c o r d i ng  t o  a n  i n t e r n a l  M cKi n s e y  co n s u l t a ncy  s t u d y ,  3 0 %  o f  t h e  
i n c o me  f r o m e n t e r p r i s e  s o l u t i o n s  co me s  f r o m l i c e n c e  f e e s  an d  
a b o u t  7 0%  f r o m i mp l e me n t a t i o n  o f  t h e  s o l u t io n  ( Ko e n i g ,  2 0 0 4 ) .  
I n  a d d i t i o n ,  a  2 0 0 0  U . S .  d e p a r t me n t  o f  c o mme r c e  r e p o r t  s t a t e s  
t h a t  n o t  s i n c e  1 9 62  h a s  s o f t wa r e  pac k a g e  c os t  e xc e e de d  3 0 % o f  
t h e  t o t a l  s o f t wa re  i n v e s tme n t  ( H o c h ,  e t  a l . ,  1 9 99 ,  p .  3 6 ) .  
Su p p o r t i ng  t h e s e  f i g u r e s  No v e l l ’ s  so f t wa r e  l i c e n c e  ne t  r e v e n ue  
fo r  2 0 0 4  a n d  2 0 0 5  wa s  2 5 %  a n d  2 2 %  r e s p e c t iv e l y .  ( No v e l l  P r e s s ,  
2 0 0 5 ,  De c e mb e r )  Th i s  a f f i r ms  t h a t  t h e  o t h e r  7 0 + %  o f  t h e  s o f t wa r e  
i n v e s t me n t  g o e s  t o wa r d s  c o n s u l t a t i o n ,  ma i n t e n a n c e ,  a n d  o t he r  
r e l a t e d  s e r v i c e s .  

No v e l l  wa s  fo r c e d  i n  t h e  mi d  1 9 9 0 ’ s  t o  r a d i ca l l y  c h a ng e  t h e  wa y  
t h e y  o p e ra t e d ,  a s  we l l  a s  t o  c h a n g e  t h e  d i r ec t i o n  o f  t h e  b u s i n es s  
d u e  t o  Mic r o s o f t ’ s  e n t r a nc e  i n t o  t h e i r  ma r k e t .  Th e y  a c co mp l i s h ed  
t h i s  b y  ma k i n g  s u r e  t h e i r  s o f t wa r e  p r o d u c t s  we r e  I n t e r n e t  r e ad y  
b y  g u a r an t e e i n g  th e  p r o d uc t s  s u p p or t e d  t h e  IP  p r o t o c o l  a n d  o t he r  
r e l a t e d  I n t e r n e t  p ro t o c o l s .  S i n c e  t h en ,  No v e l l  h a s  i n v e s t e d  r e a d i l y  
i n  a c q u i s i t i o n s ,  t o  ma k e  s u r e  t h e i r  d i mi n i s h i n g  Ne t wa r e  s e r v i c es  
i n c o me  c o u l d  b e  bo o s t e d .  
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Wi t h  t h e  r a p i d  a do p t i o n  o f  t h e  e v e r  i n c r ea s in g l y  p o pu l a r  L i n ux  
o p e r a t i n g  s y s t e m,  No v e l l  ma d e  a  f i r m d e c i s i o n  t o  s u p p l e me n t  
t h e i r  Ne twa r e  i n c ome  wi t h  t h a t  f r o m L i n u x .  Th i s  b e came  a p p a r e n t  
wh e n  No v e l l  a c q u i r e d  Su SE  L i n u x .  Th i s  mo v e  a l l o we d  No v e l l  t o  
ma k e  u s e  o f  a n  o p e n  s o u r c e  s u b s c r i p t i o n  s t r a t e g y ,  a n d  e n t e r  t h e  
i n c r ea s i ng l y  l u c r a t i v e  d e s k to p  o p e r a t i n g  s y s t em ma r k e t .   

Ca r e fu l  s t u d y  o f  t h e  y e a r l y  a n d  q u a r t e r l y  r e po r t s ,  o v e r  t h e  l a s t  7  
y e a r s  s h ows  t h a t  o p e n  s t a n da r d s  a n d  o p e n  s o u rc e  d i d  a s s i s t  No v e l l  
t o  s l o w  d o wn  t h e i r  d i mi n i s h i ng  i n c o me  f r o m t h e  Ne t wa r e  
o p e r a t i n g  s y s t e m a n d  r e l a t e d  s e r v i ce s .  We  b e l i e ve  t ha t  No v e l l ’ s  
ma i n  g o a l  i s  n o t  t o  ma k e  t h e i r  p r i ma r y  i n c ome  f r o m L i n u x  s e rv e r  
l i c e nc e s  o r  r e l a t ed  s e r v i c es  b u t  r a th e r  t o  i nv e s t  i n t o  t h e  d e s k t o p  
ma r k e t  a n d  t r y  t o  a c q u i r e  a  f a r e  s ha r e  o f  t he  l u c r a t i v e  d e s k to p  
o p e r a t i n g  s y s t e m ma r k e t .  Th i s  i s  n o t i c ea b le  b y  l o o k i n g  a t  t h e  
a c q u i s i t i o n s  o f  X i mi a n  i n  2 0 0 3 ,  a n d  Su SE  i n  2 0 0 4 .  

Th e  a c qu i s i t i o n  o f  X i mi a n  a l l o wed  No v e l l  e n t r a nce  i n t o  t h e  
d e s k t o p  ma n a g e me n t  s o l u t i o n  a r e na ,  a n d  w i t h  t he  ac q u i s i t i on ,  
a c q u i r e d  t wo  ma i n s t r e a m d e s k t o p  p ro j e c t s ,  t he  M o n o  p r o j e c t  ( a  
. NET f r a me wo r k  f o r  t h e  L in u x  d e s k t o p ) ,  a s  we l l  a s  t h e  GNO M E 
p r o j e c t  fo r  ma n a g i n g  t h e  L in u x  d e s k to p .  

I n  2 0 0 5 ,  No v e l l  wa s  a c t i v e l y  d r i v i n g  t he  M o n o  d ev e l o p me n t ,  
wh i c h  we  b e l i e v e  i s  a n  e f fo r t  t o  c o n v in c e  t h e  M i c r o s o f t  Wi n d o ws ’  
d e v e l o p e r s  t h a t  a l l  o f  t h e i r  s o f t wa re  d e v e l op me n t  e f fo r t s  c a n  
e a s i l y  r un  o n  a  L in u x  d e s k to p  s o l u t io n .  I f  No v e l l  i mp l e me n t s  t h i s  
s t r a t e g y  we l l ,  t h ey  mi g h t  b e  a b l e  t o  c o n v in c e  a  l a r g e  e n o ug h  
d e v e l o p e r  b a s e  t o  c o n v e r t  ov e r  t o  L in u x  a n d  o p e n  s o u r c e .  On  th e  
o t h e r  h an d ,  t h e y  c o u l d  a l so  o n l y  su c c e e d  in  c r e a t i ng  a  s e c on d  
l i mi t e d  ad o p t i o n  so l u t i o n ,  s i mi l a r  t o  t h e  s i t u a t i o n  o f  M i c r o s o f t  
Of f i c e  a nd  Op e n  O f f i c e . o r g .  

La t e r ,  i n  2 0 0 5 ,  No v e l l  r e l e a s e d  SuSE  a s  a n  o p e n  s ou r c e  p r o j e c t ,  
t o  g a i n  w i d e s p r ea d  c o mmu n i t y  s up p o r t  a nd  a d o p t io n  f r o m t h e  
o p e n  s o u r c e  c ommu n i t y  a s  we l l  a s  t o  c a p i t a l i s e  o n  th e  
d e v e l o p me n t  o f  Su SE  b y  t h e  c o mmu n i t y .  Na tu r a l l y ,  No v e l l  wan t s  
Su SE  t o  b e c o me  t h e  L i n u x  d e s k t o p  o f  c h o i c e .  

C l o s e  t o  t h e  e n d  o f  t h e  s t u d y ,  t he r e  we r e  c o mp l a i n t s  b y  a  
mi n o r i t y  s h a r e h o lde r  t h a t  No v e l l  wa s  n o t  fo c u s i n g  o n  i t s  c o r e  
b u s i n e s s ,  a n d  t h a t  e x p e n d i t u re  wa s  t o o  h i gh .  Th e  sh a r e h o l de r  
s u g g e s t e d  t o  No v e l l  t h a t  t h e y  s h o u l d  c u t  b a c k  o n  t h e i r  s p e n d i ng  
o n  R& D,  t h e i r  Ne t wa r e  e x p e r t i s e  a nd  n o n - c o re  b u s i n e s s  a r e a s  an d  
i n v e s t  mo r e  i n t o  L i n u x  a n d  o p e n  s o u r c e .  ( Co mp u t e r  Bu s in e s s  
Re v i e w ,  2 0 0 5 ,  Se p t e mb e r )  
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J u s t  a  f ew  we e k s  l a t e r ,  Nov e l l  r e l e a s e d  a  p re s s  s t a t e me n t  s t a t i n g  
t h e y  wo u l d  r e d u c e  a n n u a l  ru n  r a t e  ex p e n s e s  b y  mo r e  t h a n  $ 1 1 0  
mi l l i o n  b y  l o o k i n g  a t  t h e  co n c e r n s  o f  t h a t  mi n o r i t y  sh a r e h o l de r .  
( No v e l l  P r e s s ,  2 0 05 ,  No v e mb e r )  
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Analysis of financial data 

Earnings per share vs. free cash flow 
Free cash 
flow/Year 

2000 2001 2002 2003 2004 2005 

Earnings 
per share 

0.13 -0.70 -0.63 -0.42 0.08 0.98 

Free CF per 
share 
leveraged 

0.12 -0.07 -0.14 -0.69 -1.44 0.9 

Free CF per 
share un-
leveraged 

0.12 -0.07 -0.14 -0.69 -1.44 0.9 

Table 1: Earnings per share vs. free cash flow 2000 - 2005 

Earnings per share 

EPS ,  c a l c u l a t e d  i n  $ ,  me a s u r e s  t h e  r e tu r n  ma d e  o n  b e h a l f  o f  e a c h  
i s s u e d  o rd i n a r y  s ha r e .  Fo r  e x a mp l e ,  a  c o mp a n y  t h a t  ma d e  $ 1 0 0  
mi l l i o n  l a s t  y e a r  a n d  h a s  1 0  mi l l i on  s h a r e s  o u t s t a n d i n g  wo u ld  
s t a t e  e a rn i n g s  o f  $ 1 0  p e r  s h a r e .  Th i s  v a l u e  i s  c a l c u l a t e d  a f t e r  
p a y i n g  p re fe r r e d  sh a r e h o l de r s  a n d  b on d h o l d e r s ,  a s  we l l  a s  t a x e s .  

F r o m 2 0 0 1  t o  2 0 04 ,  No v e l l ’ s  e a r n i ng s  p e r  s ha r e  t o o k  a  b i t  o f  a  
p l u n g e  f r o m p r e v i o u s  y e a r s .  Be t we e n  2 0 0 1  a n d  2 0 0 4  No v e l l  ma d e  
s i g n i f i c an t  i n v es t me n t s  i n  a cq u i s i t i o ns  t h a t  c o u l d  h a v e  
c o n t r i b u t e d  t o  t h e  f a l l  i n  e a r n i n g s  pe r  s h a r e .  I n  2 0 0 5  No v e l l  d id  
i mp r o v e d  o n  t h e  r e s u l t s  o f  20 0 4  a n d  s h o we d  a  s l i g h t  p r o f i t .  

Free cash flow per share leveraged 

Fr e e  c a s h  f l o w  i s  d e f i n e d  a s  t h e  a mo u n t  o f  c a s h  a  c o mp a n y  ma d e  
a f t e r  a l l  d e d u c t i o ns  ( t a x ,  d i v i d e n d s ,  i n t e r e s t , )  h a v e  b e e n  ma d e .  
F r e e  c a s h  f l o w  i s  u s e d  t o  a l l o w  a l l  c o mp a n i e s  t o  b e  e v a l u a t e d  o n  
a  c a s h  b as i s .  I n  ma n y  c o u n t r i e s  a r ou n d  t h e  wo r l d ,  a nd  t h e  U . S . ,  
i n t e r e s t  e x p e n s e  i s  t a x  d ed u c t i b l e  a t  b u s i n es s  l e v e l .  Le v e r a ge d  
c a s h  f l o w  i n c l u d es  t h i s  t a x  be n e f i t .  

An a l y s i ng  t h e  e a rn i n g s  p e r  s h a r e  a nd  f r e e  c a s h  f l o w  p e r  s h a r e  i t  
i s  c l e a r  t h a t  No ve l l  d i d  s t r u g g le  t o  s h o w p u r e  p r o f i t s .  I t  i s  
h o we v e r  u n d e r s t and a b l e  s i nc e  a  l a r ge  a mo u n t  o f  t h e  p r o f i t s  was  
r e i n v e s t ed  i n t o  a cq u i s i t i o ns .  2 0 0 5  r e s u l t s  s ho we d  a  p o s i t i ve  ca s h  
f l o w  r e s u l t  a n d  a n  i mp r o v e me n t  o n  t ha t  o f  t h e  l a s t  f o u r  y e a r s .  

Free cash flow per share un-leveraged 

Un - l e v e ra g e d  c a s h  f l o w  i s  s i mi l a r  t o  l e v e ra g e d  c a s h  f l ow  wi t h  t he  
e x c e p t i o n  t h a t  i t  d o e s  n o t  i n c l u d e  t he  t a x  b e ne f i t .  Lo o k i n g  a t  t h e  
f r e e  c a s h  f l o w  o f  No v e l l  f r o m 2 0 0 0  t o  2 0 0 5 ,  t h e  l e v e ra g e  wa s  n o t  
l a r g e  e n ou g h  t o  i n f l u e n c e  t h e  f r e e  ca s h  f l o w  p e r  s h a re .  
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Profitability ratios 
Profitability/Year 2000 2001 2002 2003 2004 2005 
Gross margin 71.8% 67.8% 60.4% 60.3% 64.3% 63.0% 
Operating 
margin 

6.1% -26.3% -8.1% -5.0% 6.4% 38.9% 

After tax margin 4.3% -26.0% -21.8% -14.6% 2.7% 31.1% 

Table 2 : Profitability ratios 2000 - 2005 

Gross margin 

Th e  g r o s s  ma r g i n ,  a l s o  c a l l e d  t h e  g r o s s  p r o f i t  ma r g i n ,  s p e c i f i e s  
t h e  c o n t r i b u t i o n  f r o m t h e  c o mp a n y ’ s  c o r e  b u s i n e s s  t o wa r ds  
c o v e r i n g  t h e  c o mp a n y ’ s  o pe r a t i n g  ex p e n s e s ,  i n  e s s e nce  i n  ma n y  
i n d u s t r i e s  t h e  h i gh e r  t h e  be t t e r .  

Be t we e n  2 0 0 0  a n d  2 0 0 5 ,  No v e l l  k e p t  t h e  g r o s s  ma r g i n  i n  a  
c o mfo r t a b l e  a n d  ac c e p t a b l e  ma r g i n ,  s h o wi n g  g o o d  p r o f i t s .  

Operating margin 

Th e  o p e ra t i n g  ma r g i n  i s  u se d  t o  me a s u r e  t h e  p e r fo r ma n c e  a n d  th e  
p r o f i t a b i l i t y  o f  t h e  c o mp a n y .   

No v e l l  t oo k  a n  i n i t i a l  d i p  i n  o p e r a t i n g  ma r g i n  i n  t h e  y e a r  o f  t h e  
d o t . c o m b u s t  ( 2 0 01 ) .  A l s o ,  i n  t h a t  y ea r  No v e l l  ma d e  a  s i g n i f i c a n t  
i n v e s t me n t  i n  Ca mb r i d g e  t e c h n o lo g y .  S i n c e  t h e n  No v e l l  ha s  
s t a r t e d  t o  i mp r o v e  t h e i r  p r o f i t a b i l i t y  wh e r e  i n  20 0 4  No v e l l  
s h o we d  a  s ma l l  p r o f i t .  I n  2 0 0 5  No v e l l  sh o we d  a  s i g n i f i ca n t  
i mp r o v e me n t  o n  t ha t  o f  2 0 0 4 .  

After tax margin 

Th e  a f t e r  t a x  ma r g i n  i s  s imi l a r  t o  t h e  p r o f i t  ma r g i n  w i t h  t h e  
e x c e p t i o n  t h a t  i t  t a k e s  t a x  i n t o  acc o u n t .  Th i s  i s  a l s o  a  g o o d  
i n d i c a t o r  o f  t h e  c o mp a n y ’ s  p r o f i t a b i l i t y  a n d  pe r fo r ma n c e .  

No v e l l ’ s  f i g u r e s  fo r  a f t e r  t a x  ma r g i n  fo l l o w  a  s i mi l a r  t r e n d  to  
t h a t  o f  t h e  o p e r a t i n g  ma r g i n ,  wh i c h  i mp l i e s  t h a t  a  l o t  o f  p r o f i t  
wa s  a b s o rb e d  b y  t he  o p e r a t i n g  e x p e n s e s  d u r i ng  2 0 0 1  t o  2 0 0 5 .  
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Liquidity ratios 
Liquidity/Year 2000 2001 2002 2003 2004 2005 
Inventory 
turnover 

125.92 376.22 4494.00 - - - 

Current ratio 2.214 1.681 1.555 1.645 2.215 266.8 
Quick ratio 1.966 1.526 1.438 1.571 2.137 258.8 

Table 3 : Liquidity ratios 2000 - 2005 

Inventory turnover 

Th e  i n v en t o r y  t u rn o v e r  r a t i o  d e t e r mi n e s  a  c o mp a n y ’ s  a c t i v i t y  o r  
l i q u i d i t y .  Th e  i n ve n t o r y  t u r n o v e r  ca n  b e  c omp a r e d  to  i n d u s t ry  
a v e r a g es .  Th i s  r a t i o  i n d i c a t e s  h o w ma n y  t i me s  a n  i n v e n t o r y  h as  
b e e n  s o ld  a n d  r ep l a c e d ,  t h e  h i g h e r  t h e  va l u e  t he  b e t t e r  t he  
i n v e n t o r y  i s  b e i n g  ma n a g e d .  

Wi t h  r e f e r e n c e  t o  No v e l l  t he r e  i s  a lmo s t  a n  ex p o n e n t i a l  g r o wt h  i n  
t h e  i n v e n t o r y  r a t i o  b e t we e n  2 0 0 0  a n d  2 0 0 2 .  I t  a p p e a r s  No v e l l  d id  
ma n a g e  t h e i r  i n v en t o r y  e x ce p t i o n a l ly  we l l .  

Current ratio 

Th e  c u r r e n t  r a t i o  i n d i c a t e s  t h e  d e g re e  t o  wh ic h  a s se t s  c o v e r  t he  
c l a i m o f  s h o r t - t e rm c r e d i t o r s .  A  v a l u e  o f  a b o v e  1  i s  d e s i r a b l e  a s  
i t  a l l o ws  fo r  t h e  c o mp a n y  t o  me e t  i t s  s h o r t - t e r m d e b t  o b l i g a t i o ns .  
A  h i g h  v a l u e  ma y  a l s o  i n d i c a t e  t h a t  a s s e t s  a r e  n o t  u se d  
e f f e c t i v e ly  t o  g e n e r a t e  ne w r e v e n u e .   

No v e l l  ap p e a r  t o  h a v e  t h e  c u r r e n t  r a t i o  we l l  u n d e r  c o n t r o l  s i nc e  
2 0 0 0 ,  w i t h  u s u a l ly  h i g h  r e s u l t s  i n  2 0 0 5  c o mp a r e d  t o  t h a t  o f  
p r e v i o u s  y e a r s .  Wh i c h  wo u ld  i n d i c a t e  t h a t  Nov e l l  i s  n o t  ma n a g i n g  
i t s  a s s e t s  c o r r ec t l y .  

Quick ratio 

Th e  q u i c k  r a t i o ,  a l s o  r e f e r r e d  t o  a s  t h e  a c i d  t e s t ,  i s  s imi l a r  t o  t h e  
c u r r e n t  r a t i o  w i t h  t h e  e x c ep t i o n  t h a t  i t  e x c l ud e s  i n v e n t o r y  f r o m  
c u r r e n t  a s s e t s .  The  v a l u e  ca n  i n d i c a t e  i f  t h e  c o mp a n y  c a n  me e t  i t s  
o b l i g a t i on s  i n  d i f f i c u l t  t ime s .  A  v a l u e  o f  g r e a t e r  t h a n  1  i s  
n o r ma l l y  e x p e c t ab l e ,  b u t  i t  s h o u l d  b e  c omp a r e d  to  i n d u s t r y  
a v e r a g es .  

He r e  a g a i n ,  t h e  qu i c k  r a t i o s  o v e r  t h e  y e a r s  a r e  we l l  w i t h i n  a  
c o mfo r t a b l e  r a n g e ,  s i mi l a r  t o  t ha t  o f  t h e  c u r r en t  r a t i o s .  Ag a i n  t he  
2 0 0 5  r e s u l t s  a r e  we l l  a b o v e  p r e v i o u s  y e a r s .  
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Debt ratios 
Debt/Year 2000 2001 2002 2003 2004 2005 
Debt to total 
invested capital 

1.0% 1.7% 0.7% 0.7% 38.2% 30.5% 

Operating cash 
flow to long term 
debt 

32.2% 69.2% -2324% -7109% -55.9% 55.0% 

Table 4 : Debt ratios 2000 - 2005 

Debt per total invested capital 

Th i s  r a t i o  i n d i c a t e s  t h e  l e v e l  o f  f i n a n c i a l  l e ve r ag e  a  c o mp a n y  h a s ,  
wh i c h  i s  t h e  t o t a l  a mo u n t  o f  e x t e r n a l  i n v e s t me n t s  u s e d  t o  f i n a n c e  
a  c o mp a n y 's  b u s i n e s s .  Th e  d e b t  u s e d  i n  t h e  r a t i o  i s  t he  t o t a l  d e b t  
o b l i g a t i on s  o f  t h e  c o mp a n y .  Th e  r a t i o  p r o v id e s  a  b e t t e r  i n s i gh t  
i n t o  t he  co mp a n y ’ s  l o n g - t e rm l e v e r a ge  a n d  r i sk .  

No v e l l  s ho we d  l o w  f i g u r e s  be t we e n  20 0 0  a n d  20 0 3 ,  wh i ch  i mp l i e s  
t h a t  t he y  d i d  n o t  u s e  t h e i r  d e b t  e f f e c t i v e ly  t o  g e n e r a t e  n e w  
r e t u r ns .  I n  2 0 0 4  an d  2 0 0 5  t h e  d e b t  wa s  u s e d  mo r e  e f f e c t i v e l y ,  
wh i c h  p ro d u c e d  b e t t e r  r e s u l t s .  

Operating cash flow per long term debt 

Th i s  r a t i o  i s  c a l cu l a t e d  b y  u s i n g  t he  p r e v i o us  fo u r  qu a r t e r s  o f  
o p e r a t i n g  c a s h  f l o w  ( r o l l i n g  c a s h  f l o w)  d iv i d e d  b y  l o n g - t e rm  
d e b t .  Th i s  r a t i o  i n d i c a t e s  h o w we l l  o p e r a t i ng  c a s h  f l o w  c o v e r s  
d e b t .  A  lo w  r a t i o  s u g g e s t s  a  p o t e n t i a l  s o l ve nc y  p r o b l em.  

Af t e r  No v e l l  ma d e  s i g n i f i c an t  i n v e s tme n t s  i n  a c q u i s i t i o n s  i n  2 0 0 1  
–  2 0 0 4 ,  t h e  o p e r a t i n g  c a s h  f l o w  p e r  l o n g - t e r m d e b t  w a s  
s i g n i f i c an t l y  a f f e c t e d .  No v e l l  h a d  a  s e r i o u s  s o l v e n c y  p r o b l e m i n  
2 0 0 3 ,  b u t  s t a r t e d  t o  r e c t i fy  t h e  p ro b l e m b y  2 0 0 4 .  B y  2 0 0 5  t h e  
p r o b l e m wa s  r e c t i f i e d  a n d  s h o we d  a  s i g n i f i c an t  i mp r o v e me n t  o n  
t h a t  o f  2 00 4 .  
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Earnings 
 
Earnings/Year 2000 2001 2002 2003 2004 2005 
ROE 4.0% -21.5% -23.2% -17.3% 3.2% 26.9% 
ROC/ROIC 3.9% -21.1% -23.0% -17.2% 1.9% 18.5% 
ROA 2.9% -14.3% -14.8% -10.3% 1.4% 13.5% 

Table 5 : Earnings 2000 - 2005 

Return on average common equity 

Th e  ROE  p e r c e n t ag e  s h o ws  t h e  r a t e  o f  r e t u r n  o n  t h e  i n v e s t me n t  
fo r  t h e  c omp a n y 's  c o mmo n  s h a r e h o lde r s .  Th i s  r a t i o  c a n  b e  u s e d  t o  
d e t e r mi n e  h o w we l l  a n  o r g an i s a t i o n  r e i n v e s t e d  i n c o me  t o  g e n e r a t e  
a d d i t i o n a l  i n c o me .  

Fo r  mo s t  o f  t h e  f i n a n c i a l  f i g u r e s  fo r  No v e l l  b e t ween  2 0 0 1  an d  
2 0 0 3 ,  i t  s h o ws  No v e l l  h a d  a  v e r y  d i f f i c u l t  t ime .  Lo o k i n g  a t  t he  
ROE i t  i s  n o  e x ce p t i o n ,  wi t h  u n ac ce p t a b l e  ROE f i g u r e s  fo r  t ha t  
p e r i o d  o f  t i me .  2 0 0 4  s h o we d  a  s l i g h t  p os i t i ve  a nd  a  g r e a t  
i mp r o v e me n t  o n  t ha t  i n  2 0 05 .   

Return on investment capital 

Th e  ROC  p e r c e n t a ge  s h o ws  h o w e f f e c t i v e l y  a  co mp a n y  i s  u t i l i s i ng  
i t s  c a p i t a l  t o  g e n e r a t e  p ro f i t s .  Th e  i n d i c a to r  c a n  b e  u s e d  t o  
e v a l u a t e  c o mp a n i e s  i n  t e r ms  o f  v i a b i l i t y  o f  p r o d u c t s  an d  
ma n a g e me n t  e f f i c i e n c y .  I t  i s  a l s o  w id e l y  u se d  t o  e v a l ua t e  ma i n l y  
f i n a n c i a l  i n s t i t u t i on s  b u t  i s  n o t  l i mi t ed  t o  t h e  f i n a n c i a l  s e c t o r .  

Ag a i n  Th e  ROC f i g u r e s  a r e  a l a r mi n g  fo r  t h e  p e r i o d  b e twe e n  2 0 0 1  
a n d  2 0 0 3 .  Th i s  c a n  b e  c o n t r i b u t e d  t o  t h e  d e p l e t i n g  Ne t wa r e  s a l e s  
a n d  No v e l l  h e a v i ly  i n v e s t i n g  i n  n e w a c q u i s i t i o n s  t o  r e p l ac e  t h e  
d e p l e t i n g  Ne t wa r e  i n c o me  wi t h  t h a t  o f  L i n u x .  2 0 0 4  s h o we d  s i g n s  
o f  i mp r o v e me n t ,  w i t h  2 0 0 5  r e s u l t i n g  i n  a  g o o d  ROC f i g u r e .  

Return on assets 

Th e  ROA  p e r c e n tag e  a l s o  so me t i me s  r e f e r r e d  t o  a s  ROI  ( r e t u r n  on  
i n v e s t me n t )  i s  u se d  t o  d e t e r mi n e  h o w p r o f i t a b l e  a  c o mp a n y 's  
a s s e t s  a r e  i n  g e n e r a t i n g  r ev e n u e .  I n  e s s e n c e  i t  d e f i n es  h o w ma n y  
d o l l a r s  i n  p r o f i t  c a n  b e  ma d e  f r o m e a c h  d o l l a r  o f  a s s e t s  t h e  
c o mp a n y  c o n t r o l s .  

A l t h o u g h  t h e  f i gu r e s  fo r  2 0 0 1  to  2 0 0 3  a r e  u n a cc e p t a b l e ,  a  
n o t i c ea b le  c h a n g e  wa s  r e f l e c t e d  fo r  2 0 0 4  a nd  2 0 0 5 .  Th i s  c l e a r l y  
s h o ws  t h a t  No v e l l  ma d e  t h e  a p p r o pr i a t e  c h an g e s  t o  e n s u r e  t he  
c o mp a n y  i s  s o l v e n t  a n d  s h o we d  s o me  g o o d  p r o f i t s .  
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Turnover 
 
Turnover/Year 2000 2001 2002 2003 2004 2005 
Retention 
Ratio 

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

Sustainable 
Growth 

4.0% -21.5% -23.2% -17.3% 3.2% 26.9% 

Asset turnover 93.3% 82.7% 106.4% 118.3% 121.0% 86.4% 

Table 6 : Turnover 2000 - 2005 

Retention ratio 

Th e  r e t e n t i o n  r a t i o  i s  t h e  ex a c t  o p po s i t e  o f  t h e  d i v i d en d  p a y o u t  
r a t i o .  Th e  r a t i o  i nd i c a t e s  t he  p r o p o r t i o n  o f  n e t  i n c o me  t h a t  i s  n o t  
p a i d  o u t  a s  d i v i den d s  t o  s ha r e h o l de r s .   

By  ma k i n g  u s e  o f  a l l  t h e  p ro f i t s  t o  r e i n v e s t  i n t o  a c q u i s i t i o ns ,  i t  i s  
c l e a r  t o  s e e  t ha t  No v e l l  d i d  n o t  pa y  o u t  an y  d i v i de n d s  t o  i t s  
s h a r e h o lde r s  fo r  t he  p a s t  6  ye a r s .  

Sustainable growth rate 

Th i s  r a t i o  d e f i n e s  t h e  g r owt h  r a t e  o f  wh i c h  a  c o mp a n y  c a n  g ro w  
wi t h o u t  ha v i n g  t o  i n c r e a se  f i n a n c i a l  l ev e r a g e .  I f  t h e  g r o wt h  o f  t h e  
c o mp a n y  p a s s e s  t h i s  r a t e ,  t h e  c o mp a n y  n e e d s  t o  f i n a n c e  t h e  
g r o wt h  t h r o u g h  e x t e r n a l  me a n s .  

Th e  f i g u r e s  i n d i ca t e  t h a t  Nov e l l  o n l y  i n  2 0 0 4  s t a r t e d  s ho wi n g  t h a t  
t h e  c o mp a n y  c a n  g r o w wi t h o u t  t h e  g r o wt h  b e i n g  f i n an c e d .  2 00 5  
s h o we d  a  s i g n i f i can t  i mp r o v e me n t  s h o wi n g  th a t  t he  co mp a n y  c a n  
g r o w wi t h  2 6 . 9%  b e fo re  i t  r eq u i r e s  ex t e r n a l  fu n d i n g  fo r  
e x p a n s i on .  

Asset turnover 

Th i s  r a t i o  i n d i c a t e s  t h e  amo u n t  o f  s a l e s  ge n e r a t e d  f r o m e a c h  
d o l l a r  o f  a s s e t s .  By  u s i n g  th e  c o mp a n y ’ s  a s s e t s ,  t h e  r a t i o  c a n  be  
u s e d  t o  d e t e r mi n e  a  c o mp a n y ’ s  e f f i c i e nc y  in  ma k i n g  s a l e s .  Th e  
r a t i o  i s  i n d i r e c t l y  p r o p o r t i on a l  t o  t h e  p r o f i t  ma r g i n .  

Wi t h  h i g h  a s s e t  t u r n o v e r s ,  i t  c a n  be  i n t e r p re t e d  t h a t  No v e l l  ha v e  
l o w  a f t e r  t a x  p r o f i t  ma r g i n s .  Th i s  i s  a l s o  a n  i n d i c a t i o n  o f  No v e l l  
f o c u s i n g  o n  a  s e r v i ce  mo d e l  r a th e r  t h a n  a  p r o du c t  mo d e l .
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Conclusion 

Lo o k i n g  a t  t he  f i n a n c i a l  da t a ,  i t  i s  e a s y  t o  s e e  t ha t  d u r i n g  t he  
d o t . c o m b o o m,  No v e l l  d i d  we l l  i n  t e r ms  o f  e a r n i n g s  pe r  s h a r e  vs .  
f r e e  c a s h  f l o w .  A f t e r  t he  c r a s h  o f  t h e  ma r k e t ,  i t  i s  n o t i c e a b l e  t ha t  
No v e l l  su f f e r e d  a n d  h a d  to  a c t i ve ly  c h a n g e  t h e i r  s t r a t e g y ,  t h i s  
c o n t r i b u t e d  t o  No v e l l  ac t i ve l y  p u r s u i n g  a n  o pe n  s o u r c e  s t r a t e g y ,  
a f t e r  a l r ea d y  s t r a in e d  d u e  to  c o mp e t i t i o n .   

A l t h o u g h  t h e i r  Gro s s  p r o f i t  ma r g i n  wa s  a b o v e  6 0 %  f r o m 2 0 0 0  t o  
2 0 0 5 ,  t he  o p e r a t i n g  p r o f i t  ma r g i n  we n t  d o wn  b e l o w 0 %  t o  a  
mi n i mu m  o f  - 2 6 . 3 % ,  d u e  t o  t h e  n u mb e r  o f  a cq u i s i t i o ns  t h e y  ma d e  
s i n c e  2 0 01 .  

I n  t e r ms  o f  l i q u i d i t y  r a t i o s ,  s i n c e  19 9 9  No v e l l  h a s  a lwa y s  k e p t  
t h e  c u r r en t  r a t i o  a b o v e  1 . 5 0  a n d  t h e  q u i c k  r a t i o  a bo v e  1 . 4 0 .  I n  
2 0 0 5  t h e  r a t i o s  r o ck e t e d  t o  1 6 6 . 8  a n d  1 5 8 . 8  r e s p e c t i v e ly .  

Af t e r  t h e  f i r s t  a c q u i s i t i o n s  ma d e  b y  No v e l l  i n  2 0 0 1 ,  t h e  l o n g  t e rm  
d e b t  wa s  s i g n i f i ca n t l y  e f f e c t e d ,  d ro p p i n g  f r o m a b o u t  1 2 8 % in  
1 9 9 9  a n d  6 9 %  i n  2 0 0 1 ,  t o  - 2 3 2 4 %  in  2 0 0 2  an d  - 7 1 0 0%  i n  2 0 03 ,  
o n l y  t o  r e t u r n  t o  - 56 %  i n  2 00 4 ,  a n d  5 5 . 0 %  i n  20 0 5 .  

Th e  ROE ,  ROI C ,  a n d  ROA  f i g u r e s  s u p p o r t  t h e  i n t e r p r e t a t i o n  o f  
t h e  d e b t  r a t i o s ,  t h e  l i q u id i t y  r a t i o s ,  a n d  t h e  o p e ra t i n g  p r o f i t  
ma r g i n s .  Th e  ROE,  ROI C ,  a n d  ROA t o o k  a  s i g n i f i ca n t  d i p  i n  
2 0 0 1 ,  f r o m b e i n g  a r o u n d  10 %  i n  1 99 9 ,  a n d  a r o u n d  3 . 5%  i n  2 0 00 ,  
t o  a b o u t  - 2 0 %  i n  20 0 1 ,  2 0 0 2 ,  a n d  2 00 3 .  No v e l l  d i d  s e e  a  r e c o ve ry  
i n  t h es e  f i g u r e s  i n  2 0 0 4  wi t h  a  ROE r a t i o  o f  3 . 2 %  an d  2 6 . 9 % i n  
2 0 0 5 .  

Ag a i n  t h e  s a me  p a t t e r n  i s  n o t i c e a b l e  b y  c o mp a r i n g  s u s t a i na b l e  
g r o wt h  f ro m 1 2 %  in  1 9 9 9 ,  t o  - 2 3 % in  2 0 0 2 ,  an d  a  r e t u r n  t o  3 . 2%  
i n  2 0 0 4  an d  2 6 . 9 %  i n  2 0 0 5 .  

Lo o k i n g  a t  t h e  n e t  i n c o me ,  i t  we n t  do wn  f r o m $ 1 9 0 m i n  1 9 9 9  t o  -
$ 2 7 2 m i n  2 0 0 1 ,  r e c o v e r i n g  f r o m - $ 2 4 6 m i n  2 0 0 2  t o  $ 3 1 m i n  2 0 0 4 .  
I n  2 0 0 5  th e  n e t  i nc o me  r o s e  w i t h  1 21 0 %  t o  $3 7 2 . 6 m 

I n  e a r l y  De c e mb e r  2 0 0 5 ,  t he  f i n a n c i a l  r e s u l t s  fo r  t h e  fu l l  f i s c a l  
y e a r  2 0 05  we r e  r e l e a s e d .  No v e l l  s h owe d  t h e  L i n u x  r e ve n u e  g o i ng  
u p  b y  4 1 8 %  t o  $ 6 1 m fo r  t h e  fo u r t h  q u a r t e r  i n  Oc t o b e r  2 00 5  
c o mp a r e d  t o  t h e  fo u r t h  q ua r t e r  i n  Oc t o b e r  2 0 0 4  ( No v e l l  P r e s s ,  
2 0 0 5 ,  De c e mb e r )  
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F r o m t h e s e  o b s e rv a t i o n s ,  i t  i s  a p pa r e n t  t h a t  a l t h o u gh  No v e l l  
i n i t i a l l y  d i d  s t a r t  t o  l o se  i n c o me  f r o m t h e i r  t r a d i t i o na l  s o u rc e s ,  
t h e y  ma n a g e d  t o  c h a n g e  t h e i r  s t r a t e gy ,  wh i c h  i n  t h e  l o ng  t e r m h a s  
r e s u l t e d  i n  s u c c e s s fu l l y  r ep l a c i n g  th e i r  l o s in g  Ne t Wa r e  i n c ome  
wi t h  t h a t  o f  L i n u x ,  o p e n  s o u r c e  so f t wa r e ,  an d  r e l a t ed  s e r v i c es .  
No v e l l  ha s  ma n a g e d  t o  b u i l d ,  y e t  ag a i n ,  a  p r o f i t a b l e  e n t e r p r i s e ,  
t h i s  t i me  b y  ma k i n g  u s e  o f  o p e n  s o u rc e  b u s i n es s  mo d e l s  ( a n  o p e n  
s o u r c e  s ub s c r i p t i on  s t r a t e gy )  r a t h e r  t h a n  t r ad i t i o na l  p r o p r i e t a r y  
s o f t wa r e  b u s i n e s s  mo d e l s .  
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Findings 
I t  i s  o b v io u s  t h a t  No v e l l  ma k e s  u s e  o f  o p e n  s o u r c e  s t r a t e g i e s  a s  
p a r t  o f  i t s  On e  Ne t  s t r a t e g y .   

By  l o o k i n g  a t  t h e  ma j o r  e v e n t s  i n  No v e l l ’ s  h i s t o r y  b e twe e n  1 9 9 4  
a n d  2 0 0 5 ,  i t  i s  c l ea r  t ha t  t he  c h a n g e  t o  o p e n  so u r c e  s o f t wa r e  was  
r e c e n t l y  a  t a l e  o f  s u c c e s s .  Fo r  t wo  y e a r s ,  19 9 5  &  19 9 6 ,  a f t e r  
No v e l l  l o s t  t h e  b a t t l e  a ga i n s t  M ic r o s o f t ,  i t  s t r u g g l e d  t o  ke e p  
s o l v e n t .  Th a t  wa s  u n t i l  No v e l l  s w i t c h e d  t o  o p e n  s t an d a r d s  an d  
i n c l u d e d  o p e n  s o u rc e  a s  p a r t  o f  t h e  ma i n  b u s i ne s s  s t r a t eg y .  

I n  t h e  l a t e  1 9 9 0 ’ s  t h e  i n fo rma t i o n  a n d  c o mm u n i c a t i o n  t e c h n o l og y  
( I CT)  s e c t o r  wa s  b o o mi n g ,  i t  wa s  t h e  a r e a  o f  t h e  d o t . co m b o o m,  
wh i c h  wa s  l a t e r  fo l l o we d  by  a  ma r k e t  c r a s h .  E r i c  Sc hmi d t  wa s  a t  
t h e  t i me  t h e  CEO  o f  No v e l l ,  a n d  No v e l l  d i d  we l l .  I t  i s  d i f f i c u l t  t o  
d e t e r mi n e  t h e  e f f e c t  t he  ICT  b o o m h a d  o n  No v e l l ,  bu t  wh a t  i s  
u n mi s t a ke a b l e  i s  t h a t  w i t h ou t  o p e n  so u r c e  s o f t wa r e  a nd  a n  o p e n  
s o u r c e  bu s i n e s s  s t r a t e g y ,  No v e l l  wo u l d  p r ob a b l y  n o t  b e  h e re  
t o d a y .  

Wi t h  a  s t e a d y  d e c l i n e  i n  t he  Ne t wa re  i n c o me ,  No v e l l  h a d  t o  do  
s o me t h i n g  t o  r e p l a c e  t he  i n c o me .  K n o wi n g  th e  I CT  ma r k e t  wa s  
c h a n g i n g ,  No v e l l  ma d e  a  s t r a t e g i c  d e c i s i o n  t o  fo c us  mo r e  o n  
s e r v i ce  de l i v e r y  t h a n  t h e  s e l l i n g  o f  p r o d u c t  l i c e n ce s .  Th i s  i s  
a p p a r e n t  b y  t h e  a c q u i s i t i o n s  ma d e  s h o r t l y  a f t e rwa r d s .  Th e  
s t r a t e g y  No v e l l  i s  f o l l o wi n g  a c c o r d in g  t o  Ko e n i g  ( 2 0 04 ,  M a y )  i s  
t h a t  o f  a n  o p e n  s o u r c e  s ub s c r i p t i on  s t r a t e gy .  Th i s  wo u l d  a l l o w  
No v e l l  t o  s e l l  Su SE  L i n u x  s u b s c r i p t i o n s  a n d  p r o v i d e  a  s u p p o r t  
s e r v i ce  b u n d l e d  w i t h  t h e  p a c k a g e ,  t h us  s u p p l eme n t i n g  t h e  
d e c r e as i ng  ma i n t e na n c e  i n c ome  f r o m Ne t wa r e .  

We  d o  n o t  b e l i e ve  t h a t  No v e l l  i s  ma k i n g  u s e  o f  t h e  t r a d i t i o na l  
s t r e n g t h s  o f  L i n ux  a s  a  s e r v e r  i n  t h e i r  b u s i n e s s  s t r a t e g y .   W e  
b e l i e ve  t h a t  No v e l l ’ s  p r i ma r i l y  fo c u s  i s  i n  t h e  l uc r a t i v e  L i n ux  
d e s k t o p  ma r k e t  b y  a p p l y i ng  t h e  o p en  s o u r c e  s u b s c r i p t i o n  s t r a t eg y .  
I t  d o e s  ap p e a r  t ha t  No v e l l  i s  ma k i n g  u s e  o f  L i n u x  s e rv e r s  t o  ge t  
a n  e n t r a nc e  i n  t he  d o o r  o f  t h e  L i n u x  d e s k t o p .  
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Novell in Republic of South Africa 
T h e  a u t h o r ’ s  g e o g r a p h i c  l o c a t i o n  i s  i n  t h e  R e p u b l i c  o f  S o u t h  A f r i c a  

Sp e c i f i c  t o  t h e  Re p u b l i c  o f  So u t h  Af r i c a ,  No v e l l  RSA i s  
fo l l o wi n g  a  s i mi l a r  s t r a t e g y  t o  o ne  t h a t  f a i l e d  a g a i ns t  M i c r o s o f t ,  
wh e n  M i c r o s o f t  en t e r e d  t he  n e t wo rk  o p e r a t i n g  s y s t em ma r k e t .  I n  
t h e  mi d  1 9 9 0 ’ s  No v e l l  c a t e r e d  ma i n l y  fo r  t h e  s ma l l  t o  me d i u m 
e n t e r p r i s e  ( SM E)  ma r k e t  b u t  s t a r t e d  t o  fo c u s  o n  l a r g e  e n t e r p r i s e s .  
M i c r o s o f t  i n t r o d uce d  t h e i r  d e s k t o p  o p e r a t i n g  s y s t e m a n d  o f f i c e  
p r o d u c t i v i t y  s u i t e  fo r  t h e  h o me  a n d  SM E ma r k e t .  A t  t h a t  t i me ,  
t h i s  r e s u l t e d  i n  Nov e l l  l o s i ng  mo s t  o f  t h e i r  ma r k e t  t o  M i c r o s o f t .  
Th e i r  c u r r e n t  s t r a t e g y  i s  s imi l a r ,  w i t h  t h e  e xc e p t i o n  th a t  No v e l l  
So u t h  Af r i c a  i s  fo c u s i n g  o n  l o c a l  g o v e r n me n t  a n d  l a r g e  p u b l i c  
e n t e r p r i s e s  r a t he r  t h e n  t h e  l a r g e  p r i va t e  e n t e rp r i s e s .  

So  f a r ,  t h i s  a p p e a r s  t o  b e  wo r k i n g  we l l  i n  So u t h  Af r i c a ,  wh e re  
No v e l l  h a s  wo n  s e ve r a l  k e y  g o v e r n me n t  t e n de r s .  I t  a p p ea r s  No v e l l  
RSA i s  mi s s i n g  a  wo r t h y  c o mp e t i t o r  wh e n  i mp l e me n t i n g  t h e i r  
L i n u x  s t r a t e g y .  I t  i s  y e t  t o  b e  s e e n  wh e t h e r  No v e l l  w i l l  b e  a b l e  t o  
k e e p  i t s  d o mi n a n c e  i n  t h e  So u t h  Af r i c a n  g o v e r n me n t  w i t h  t h e  
i n c e p t i o n  o f  a  l o c a l  L i n u x  d i s t r i b u t i on  c a l l e d  Ub u n t u  ( a  Zu l u  a n d  
Xh o s a  wo r d  r o u gh l y  t r a n s l a t e d  t o  “h u ma n i t y  t o wa r d s  o t h e r s ” ) .  I t  
a p p e a r s  t h a t  t he  p r o j e c t  o wn e r ,  M arc  Sh u t t l ewo r t h  i s  fo l l o wi n g  
e x a c t l y  t h e  o p p o s i t e  s t r a t e gy  t o  No v e l l  So u t h  Af r i c a ,  f o c u s i n g  o n  
SM Es ,  s c h o o l s ,  a n d  n o n - g o v e r n me n t a l  o rg a n i s a t i on s  ( NG Os )  
r a t h e r  t ha n  fo c u s i n g  o n  l a r g e  g o v e rn me n t  c o n t r a c t s .  Th i s  wa s  a  
v e r y  s i mi l a r  s t r a t e g y  M i c ro s o f t  f o l l o we d  t ha t  a l l o wed  t h e m t o  
g a i n  ma r k e t  s h a re  a g a i n s t  No v e l l  i n  t h e  mi d  1 9 9 0 ’ s .  

Sh u t t l e wo r t h  i s  e n t e r i n g  v e r y  su c c e s s fu l l y  i n t o  s c h o o l s  a n d  
c o mmu n i t y  b a s e d  p r o j e c t s  an d  a p p e a r s  t o  b e  ga i n i n g  w id e  s u p p o r t  
w i t h i n  dev e l o p i n g  c o u n t r i e s  s u c h  a s  So u t h  Af r i c a  a n d  Br a z i l .  Th e  
Ub u n t u  L i n u x  d i s t r i b u t i o n ,  a t  t h e  t i me  o f  t h e  s t u d y ,  wa s  t h e  
n u mb e r  o n e  L i nu x  d i s t r i b u t i o n  fo r  s e v e ra l  mo n t h s  r u n n in g  
a c c o r d i n g  t o  d i s t r o wa t c h . o r g .  Ub u n t u  i s  ac t i v e l y  c o mp e t i n g  
a g a i n s t  l a r g e r  d i s t r i b u t i o n s  s u c h  a s  Re d  Ha t  a n d  Su S E .  e We e k  
( 2 0 0 5 ,  Oc t o b e r )  r a t e d  b o t h  Ub u n t u  5 . 1 0  a n d  Su SE  1 0 . 0  h i g h  i n  
b e i n g  ma t u r e ,  po l i s h e d ,  i n n o v a t i v e ,  a nd  r e a d y  fo r  t h e  
o r g a n i s a t i o n ’ s  d e sk t o p .  
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Future trends 

At  t h e  en d  o f  t h e  s t u d y ,  t h e  I CT  se c t o r  wa s  e x p e r i en c i n g  wha t  
c o u l d  e a s i l y  b e  i n t e r p r e t e d  a s  d é j à  vu .  I n s t e ad  o f  h a v i n g  a  r e p ea t  
o f  t h e  d o t . c o m b o o m,  i t  a pp e a r s  t h e r e  i s  a n  i n c r e a se d  i n t e r e s t  an d  
s p e c u l a t i o n  i n  t h e  b u s i n es s  o f  o p e n  s o u r ce .  I t  i s  l i k e l y  t ha t  
v e n t u r e  ca p i t a l  c omp a n i e s  a r e  i n ve s t i n g  mi l l i o n s  o f  D o l l a r s  i n to  
o p e n  s o u r c e  s t a r t -u p s ,  b e c au s e  o f  t h e  w i d e s p r e a d  b e l i e f  t h a t  t h e  
o p e n  s o u r c e  s e r v i c e  mo d e l  i s  t h e  mo d e l  t ha t  w i l l  r e p l a c e  t he  
c u r r e n t  p r o p r i e t a ry  p r o d u c t  l i ce n c e  mo d e l  ( ZDNe t  U K I n s i g h t ,  
2 0 0 5 ,  No v e mb e r ) .  Ho we v e r  a  s i g n i f i ca n t  b o o m i s  u n l i k e l y  a s  l e s s  
t h a n  t wen t y  c o mp a n i e s  s e cu r e d  v e n tu r e  c a p i t a l  i n  2 0 05  a s  o p e n  
s o u r c e  co mp a n i e s ,  c o mp a r e d  t o  t h e  h u n d r ed s  o f  t h o u s a n d s  o f  
c o mp a n i e s  t h a t  dev e l o p  p r op r i e t a r y  s o f t wa r e  fo r  c o mm e r c i a l  a nd  
i n t e r n a l  u s e .  

Du r i n g  20 0 4  a n d  2 0 0 5 ,  No v e l l  h a s  ma d e  s i g n i f i c a n t  i n v e s t me n t s  
i n  a c q u i s i t i o n s .  Th i s  c o u l d  b e  e x a c t l y  t h e  ex a c t  s a me  s t r a t e gy  
t h e y  fo l l o we d  a b o u t  1 0  y e a r s  e a r l i e r ,  wh e n  No v e l l  we n t  i n t o  a  
s p e n d i n g  f r e n z y .  No v e l l ’ s  a cq u i s i t i o ns  d u r i n g  1 9 9 3  a n d  1 9 9 4  we r e  
s h o r t  l i ve d ,  a n d  t o d a y  t he  s a me  s c e n a r i o  s h o u l d  r i ng  wa r n i n g  
b e l l s .  Nov e l l  s h o u l d  c a re fu l l y  mo n i t o r  t h i s  pa t t e r n  a s  i t  c o u l d  
l e a d  t o  an o t h e r  s e l l i n g  s p r ee ,  s i mi l a r  t o  t h a t  o f  t h e  mi d  1 9 9 0 ’ s .  

 

Future Research 

Du r i n g  ou r  wo r k  we  r e a l i s e d  t h a t  fu t u r e  r e se a r c h  i s  r e q u i r e d  i n t o  
t h e  s t u d y  o f  o p e n  s o u r c e  b u s i n e s s  mo d e l s ,  p a r t i c u l a r l y  s e r v i ce  
b a s e d  b u s i n e s s  mo d e l s  a n d  c a s e  s t u d i e s .  Re s ea r c h  i s  a l s o  r e q u i r e d  
t o  d e t e rmi n e  h o w o t h e r  o p e n  so u r c e  bu s i n e s s  mo d e l s  a r e  
i mp l e me n t e d  a n d  h o w s u c c e s s fu l  t h e  b us i n e s s  mo d e l s  a n d  
c o mp a n i e s  a r e  t ha t  c h o o s e  t o  i mp l e me n t  t h e m.  Fu r t h e r  r e s e a rc h  i s  
a l s o  r e q u i r e d  i n  d e t e r mi n i n g  wh e t h e r  o p e n  s o u rc e  w i l l  be c o me  t h e  
n e w wa y  o f  d o i n g  b u s i n e s s  fo r  s o f t w a r e  v e n d or s .  
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Conclusion 
Af t e r  c a re fu l  s t u dy  o f  No v e l l ’ s  c o r po r a t e  a n d  o p e n  s o u r c e  h i s t o ry ,  
a n d  No v e l l ’ s  f i n a nc i a l  s t a t eme n t s  o f  t h e  l a s t  7  y e a r s ,  i t  i s  e v i d en t  
t h a t  t h e y  h a v e  fo u n d  o p e n  s o u r c e  a s  a  v i ab l e  a l t e rn a t i v e  t o  
p r o p r i e t a r y  s o f t wa r e .  No ve l l  wa s  a b l e  t o  r e b u i l d  t he  c o mp a n y  
a f t e r  i t s  l o ws  i n  t h e  mi d  1 9 9 0 ’ s  a n d  h a s  g r o wn  i n t o  o n e  o f  t h e  
b i g g e s t  co n t e n d e r s  i n  L i n u x ,  a n d  o p e n  s o u r c e  s o f t wa r e  t o d a y ,  o r  
a s  e We e k  ( 2 0 0 5 ,  Ju n e ,  p .  2 )  s t a t e s  “No v e l l  i s  p u l l i n g  i t s e l f  o u t  o f  
i t s  Ne t Wa r e  g ra v e  w i t h  Su SE  L i n u x  s a l e s  a n d  s u p p o r t . ”  

Op e n  s o u r c e  s o f t wa r e  a n d  o p e n  s o u r c e  b u s i ne s s  s t r a t eg i e s  h a v e  
a s s i s t e d  No v e l l  i n ,  n o t  j u s t  su p p l e me n t i n g  t h e i r  d e p l e t i n g  
Ne t Wa r e  i n c o me ,  b u t  h a v e  a l s o  a l l owe d  t h e m t o  s u b s t i t u t e  t h e i r  
p r o p r i e t a r y  s o f t wa r e  i n come  wi t h  t h a t  f ro m L i n u x  a n d  o p e n  
s o u r c e  s o f t wa r e .  

To d a y  No v e l l  i s  ma k i n g  L i n u x  a n d  Su SE  a n  a l t e r n a t i v e  a n d  
a t t r a c t i v e  o p t i o n  fo r  u s i n g  L i n u x  i n  b u s i n e s s .  No v e l l  h a s  s h o wn  
t h e  wo r ld  t h a t  sw i t c h i n g  f r o m a  p r o p r i e t a ry  b a s e d  mo d e l  t o  a n  
o p e n  s ou r c e  s o f t wa r e  mo d e l  i s  v i a b l e ,  f e a s i b l e  a n d  i n d ee d  
p r o f i t a b l e .  
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Pa t e n t s  an d  Op e n  So u r c e  So f t wa r e ,  Av a i l a b l e  o n l i n e :  
h t t p : / / www. n o v e l l . c o m/ c o mp a n y / p o l i c i e s / p a t en t /  

No v e l l  P r e s s r o o m ( 2 0 0 4 ) .  No v e l l  Co r p o r a t e  H i s t o r y  No v e l l ,  
Av a i l a b l e  o n l i n e :  
h t t p : / / www. n o v e l l . c o m/ n e ws / p r e s s / p re s s r o o m/ h i s t o r y . h tml  

No v e l l  P r e s s r o om ( 2 0 0 5 ,  No v e mb e r ) .  No v e l l  An n o u n c e s  
Re s t r u c t u r i n g  t o  M o r e  C l o s e l y  A l i g n  Ex p e n s e s  w i t h  Co r e  
Bu s i n e s s  S t r a t e g y  No v e l l ,  Av a i l a b l e  o n l i n e :  
h t t p : / / www. n o v e l l . c o m/ n e ws / p r e s s / i t em. j s p ? c on t e n t i d = de d 6 2 e a e d
b 8 4 7 0 1 0 Vg n VCM 1 0 0 0 0 0 2 4 f6 4 1 8 9 _ _ _ _ & s o u r ce i d i n t = h p_ a 3 _ a l i g ns  

No v e l l  P r e s s r o o m ( 2 0 0 5 ,  De c e mb e r ) .  No v e l l  Re p o r t s  F i n a n c i a l  
Re s u l t s  fo r  Fo u r th  F i s c a l  Qu a r t e r  a n d  Fu l l  F i s ca l  Ye a r  2 0 05  
No v e l l ,  Av a i l a b l e  o n l i n e :  
h t t p : / / www. n o v e l l . c o m/ n e ws / p r e s s / i t em. j s p ? c on t e n t i d = 1e e d 0 3 0 0 7
1 3 e 7 0 1 0 Vg n VCM 1 0 0 0 0 0 2 4 f6 4 1 8 9 _ _ _ _  

Op e n  So u r c e  I n i t i a t i v e  [OSI ]  ( 2 0 0 3 ) .  Th e  o p e n  s o u r c e  d e f i n i t i on  
v e r s i o n  1 . 9  Av a i l ab l e  o n l i ne :  
h t t p : / / www. o p e n s o u r c e . o r g /d o c s / d e f in i t i o n . p hp  

Os t e r l o h ,  M . ,  Ro t s ,  S . ,  &  Ku s t e r ,  B .  ( 2 0 0 3 ) .  Op e n  s o u r ce  s o f t wa re  
p r o d u c t i on :  C l i mb i n g  o n  th e  s h o u ld e r s  o f  g i a n t s .  I n s t i t u t e  fo r  
r e s e a r c h  in  b u s i n e s s  a d mi n i s t r a t i o n ,  P l a t t e n s t r a s s e ,  Zu r i c h  

Ov e r b y ,  E .  ( 2 0 0 4 ,  J a n u a r y ) .  Op e n  s o u r c e  s o f t wa r e  –  A  r e v i e w  o f  
t h e  r e s ea r c h  l i t e r a t u r e .  Go i z u e t a  Bu s i ne s s  Sc h o o l ,  E mo r y  
Un i v e r s i t y .  

Ra y mo n d ,  E . S .  ( 2 0 0 0 ,  Au g u s t ) .  Th e  M a g i c  Ca u l d r o n .  Re v i s i on  
1 . 1 9 .  Av a i l a b l e  o n l i n e :  
h t t p : / / ca tb . o r g / ~e s r / wr i t i n gs / ma g i c - ca u l d r o n /  
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Ra y mo n d ,  E . S .  ( 20 0 0 ,  Se p te mb e r ) .  Th e  Ca t he d r a l  a n d  t h e  Ba z aa r .  
Re v i s i o n  1 . 5 7 .  Av a i l a b l e  o n l i n e :  
h t t p : / / ca tb . o r g / ~e s r / wr i t i n gs / c a t h e d ra l - b az a a r /  

S t a l l ma n ,  R . M .  ( 2 0 0 5 ,  J u l y ) .  Th e  f r e e  s o f t wa r e  d e f i n i t i on .  
Av a i l a b l e  o n l i n e :  
h t t p : / / www. g n u . o r g / p h i l o s op h y / f r e e - s w . h t ml  

UCDa v i s  I n fo r ma t i o n  an d  Ed u c a t i o n  Te c h n o l og y  ( 2 0 0 4 ,  
De c e mb e r ) .  Un i v e r s i t y  o f  Ca l i fo r n i a  G l o s s a r y  Av a i l a b l e  o n l i n e :  
h t t p : / / i e t . u c d a v i s . ed u / g l o s s a r y /  

Vo r e s  Ø l  Gr o u p  ( 2 0 0 4 ) .  Vo r e s  Ø l  –  An  Op e n  So u r c e  Be e r .  
Av a i l a b l e  o n l i n e :  
h t t p : / / www. v o r e s o e l . d k / i n de x . h t m 

Wi k i p e d i a  ( 2 0 0 5 ) .  Wi k i p e d i a  t h e  f r e e  e n c y c l o p a e d ia .  Av a i l a b l e  
o n l i n e :  
h t t p : / / e n .w i k i p e d i a . o r g / w i k i /   

Y i n ,  R . K .  ( 1 9 9 4 ) .  Ca s e  S t u d y  r e se a r c h  Des i g n  a n d  me t h o d s .  
Se c o n d  e d i t i o n .  Sag e  p u b l i ca t i o n s  

Yo u n g  R .  ( 1 9 9 9 ,  J a n u a r y ) .  Op e n  So u r c e s :  Vo i c e s  f r om t h e  o p e n  
s o u r c e  r ev o l u t i o n .  O’ Re i l l y  On l i n e  Ca t a l o g ue .  

ZDNe t  U K I n s i g h t  ( 2 0 0 5 ,  No v e mb e r ) .  I s  o pe n  s o u r ce  a  b u b b l e  
r e a d y  t o  b u r s t ?  Ava i l a b l e  on l i n e :  
h t t p : / / i n s i g h t . z d n e t . c o . u k / so f t wa r e / 0 , 3 9 0 2 0 4 6 3 , 3 9 2 3 5 8 1 3 , 0 0 . h t m  
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Appendix A 

Summary: Novell yearly financial reports 2000 – 2005 
 

Earnings per Share vs. Free Cash Flow (FCF)
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Figure 2: 2000 - 2005 Earnings per Share vs. Free Cash Flow 
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Profitability Ratios
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Figure 3: 2000 - 2005 Profitability Ratios 
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Liquidity Ratios
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Figure 4: 2000 - 2005 Liquidity Ratios 
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Debt Ratios
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Figure 5: 2000 - 2005 Debt Ratios 
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Earnings 
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Figure 6: 2000 - 2005 Earnings (ROE, ROIC, & ROA) 
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Turnover, etc.

100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

4.0%

-21.5% -23.2%
-17.3%

3.2%

93.3%
82.7%

106.4%
118.3% 121.0%

86.4%

26.9%

-40%

-20%

0%

20%

40%

60%

80%

100%

120%

140%

Oct-2000 Oct-2001 Oct-2002 Oct-2003 Oct-2004 Oct-2005

NOVL-Retention Ratio NOVL-Sustainable Grow th NOVL-Asset turnover
 

Figure 7: 2000 - 2005 Turnover 
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Novell summary of financial figures and ratios 2000 - 2005 
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Figure 8: Summary financial figures and ratios 2000 - 2005 

UUnniivveerrssiittyy  ooff  PPrreettoorriiaa  eettdd  ––  DDuu  PPrreeeezz,,  JJ  AA    ((22000066))  



- 50 - 

Appendix B 

Interviews 
 
Na m e  De s i g na t i o n  Da t e  To p i c  
J a me s  Th o ma s  No v e l l  RSA 

Bu s i n e s s  
So l u t i o n s  
Ar c h i t ec t  

2 4 / 1 1 / 2 00 4  Bu s i n e s s  S t r a t e g y  
( No v e l l  H i s t o r y )  

J a me s  Th o ma s  No v e l l  RSA 
Bu s i n e s s  
So l u t i o n s  
Ar c h i t ec t  

1 7 / 0 2 / 2 00 5  Bu s i n e s s  S t r a t e g y  
( G l o b a l  Ov e r v i e w)  

S t a f f o rd  M a s i e  No v e l l  RSA 
M a n a g i n g  
D i r e c t o r  

1 1 / 0 3 / 2 00 5  Bu s i n e s s  S t r a t e g y  
( La r g e  Org a n i s a t i on s )  

S t a f f o rd  M a s i e  No v e l l  RSA 
M a n a g i n g  
D i r e c t o r  

1 6 / 0 5 / 2 00 5  Bu s i n e s s  S t r a t e g y  
( Go v e r n me n t )  

Gr a h a m 
Ha l l wo r th  

No v e l  Su b  
Sa h a r a n  Af r i c a  
M a n a g i n g  
D i r e c t o r  

0 2 / 1 2 / 2 00 4  Bu s i n e s s  S t r a t e g y  
( Op e n  So u r c e  i n  
Af r i c a )  

Gr a h a m 
Ha l l wo r th  

No v e l  Su b  
Sa h a r a n  Af r i c a  
M a n a g i n g  
D i r e c t o r  

1 9 / 0 1 / 2 00 5  Bu s i n e s s  S t r a t e g y  
( I n t e l l e c tu a l  P r o p e r t y  
&  Pa t e n t s )  

Table 7: Summary of Interviews 
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Novell quick facts 
 

Ye a r  Chi e f  
Ex e c ut i ve  
O f f i c e r  
( CEO )  

Num be r  
o f  
O f f i c e s  

Num be r  o f  
Em pl o y e e s  

To t a l  
As s e t s  
( $ M )  

Ca s h  &  
Sho r t  Te r m  
I nv e s t m ent  
( $ K )  

F i s c a l  
Ye a r  
Sa l e s  
( $ M )  

1 9 9 2  Raymond 
Noorda 

??? ? ? ?  1 , 4 3 0  6 3 2  1 , 5 1 2  

1 9 9 3  Raymond 
Noorda 

??? ? ? ?  1 , 7 4 5  7 1 9  1 , 8 3 0  

1 9 9 4  Raymond 
Noorda / 
J o h n  A .  
Yo u n g  
( I n t e r i m)  

??? 8 , 4 5 7  1 , 9 6 3  8 6 2  1 , 9 9 8  

1 9 9 5  J o h n  A .  
Yo u n g  
( I n t e r i m)  

? ? ?  7 , 7 6 2  2 , 4 1 6  1 , 3 2 1  2 , 0 4 1  

1 9 9 6  J o h n  A .  
Yo u n g  
( I n t e r i m)  

40 US – 
63 Int. 

5 , 8 7 0  2 , 0 4 9  1 , 0 2 5  1 , 3 7 5  

1 9 9 7  J o h n  A .  
Yo u n g  
( I n t e r i m)  
/  E r i c  E .  
Sc h mi d t  

3 6  US  –  
6 0  I n t .  

4 , 7 7 0  1 , 9 1 1  1 , 0 3 3  1 , 0 0 7  

1 9 9 8  Er i c  E .  
Sc h mi d t  

3 7  US  –  
6 4  I n t .  

4 , 5 5 7  1 , 9 2 4  1 , 0 0 7  1 , 0 8 4  

1 9 9 9  Er i c  E .  
Sc h mi d t  

3 8  US  –  
6 4  I n t .  

4 , 5 3 0  1 , 9 4 2  8 9 5  1 , 2 7 3  

2 0 0 0  Er i c  E .  
Sc h mi d t  

3 4  US  –  
7 4  I n t .  

4 , 8 9 3  1 , 7 1 2  6 9 8  1 , 1 6 2  

2 0 0 1  Er i c  E .  
Sc h mi d t  /  
J a c k  L .  
M e s s ma n  

5 0  US  –  
8 5  I n t .  

7 , 0 0 3  1 , 9 0 4  7 0 5  1 , 0 5 1  

2 0 0 2  J a c k  L .  
M e s s ma n  

4 5  US  –  
8 3  I n t .  

6 , 2 3 3  1 , 6 6 5  6 3 6  1 , 1 3 4  

2 0 0 3  J a c k  L .  
M e s s ma n  

3 5  US-  
7 6  I n t .  

5 , 6 3 4  1 , 5 6 7  3 6 7  1 , 1 0 5  

2 0 0 4  J a c k  L .  
M e s s ma n  

2 9  US-  
7 8  I n t .  

6 , 1 8 6  2 , 2 9 3  4 3 4  1 , 1 6 6  

2 0 0 5  J a c k  L .  
M e s s ma n  

2 1  US  –  
9 9  I n t .  

5 , 0 6 6  2 , 7 6 1  8 1 9  1 , 1 9 8  

Table 8: Novell quick facts 
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