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Basic Definitions 

• Digital Goods: Software programs, content, services or digital 
enablement of functions.   Value is provisioned based upon a set of 
usage (or “license”) rights. 

 

• Entitlement: An aggregation of current and future usage rights for 
the usage digital goods 

 

• Entitlement Management: The processes and systems for managing 
entitlement rights associated with digital goods.  

 

• Fulfillment Management: The consumption of rights associated with 
a fulfillment 
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Powerful Digital Goods Monetization Models 
Flexible Access & Revenue Models 

• Virtual Up-sells 

• Support Revenue 

• Subscription 

• Flexible Capacity 

• Debit Card 

• Pay-Per-Use 

• All You Can Eat 

• Cloud Bursting 
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The Need for Entitlement Management 
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Physical Goods Digital Goods 

Factory Download Server & Self-Serve Portal 

Ownership, Possession “Right to Use” 

Wear & Tear 
Digital Goods Lifecycle (Rights Refresh) & 

Compliance Management 

Build, Stock, and Ship Once Buy and Interact Often 

Anonymous Personalized 



Yet……. 
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Indicators of Entitlement Management Problems 

1 2 3 4 

Key Indicators of “Hitting the Wall” 
• Revenue leakage 
• Low renewal rates 
• M&A overhead is limiting scalability 
• Customer dissatisfaction markedly increases 
• Inability to address new pricing/license 
models 
• “Software as a Business” for device companies 
• Can’t monetize new technologies - 
Virtualization, Cloud, SaaS, App Stores,  etc. 
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Entitlement Management Maturity Level 
(Business Value Derived) 

Adoption Proliferation Scalability Leadership 

Companies 
“stuck” here 
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The Cost of Entitlement Management Problems 
Million Dollar Problems Manifest at the “Scalability Wall” 

• Revenue Leakage: Poor Visibility of Customer Entitlements (10% of Revenue) 

• Missed Revenue Targets Due to Revenue Recognition Delay (Market Cap) 

• Excessive M&A Integration Costs ($3M one recent case study) 

• Low Renewal Revenue (Targets: 85 – 95% Renewal; 50% of overall revenue) 

• Costly, Slow, Inaccurate Order Entry & License Processes ($750K/yr+) 

• Prohibitive Cost to Migrate to Newer ERP Versions ($500K+) 

• High Cost of Customer Support Incidents ($700K+) 

• Market Share Loss or Inability to Meet Demands of Cloud Computing, Usage-
Based License Models and Virtualization  
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Scaling the Wall  
4 Principles of High Performance Entitlement Management 

1. Slow in, Fast Out – Develop the Top/Down 
Business Architecture “playbook” 

 

2. Loosely Coupled, But Highly Cohesive – 
Separate Entitlement Management 
Functions and Embrace a Distributed Data 
Model to Promote Accurate Data 

 

3. SOA Nice – Use an Entitlement Hub SOA 
architecture to Enable Performance, 
Modularity and Scalability 

 

4. Hail to the Chief – Establish Governance & 
Leadership 
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Principal #1 – Slow In, Fast Out 
Develop the Business Architecture Playbook Using a Top-Down Method 
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The 4 Principles Maximize Value in Minimum Time 
Proven Methodology 

Education 
& Assess 

Use Case 
Catalog 

Evaluate 
& Plan 

Design Policy 
Build , 
Test, 

Deploy 

6 - 10 Months 

2.5 Months 

Policies 
Operational Model (Use Case Catalog) 

Reference Architecture 
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Go Live 
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Top-Down Entitlement Management Framework 

Corporate Business Goals 
& Practices 

Customer 
Needs 

Product & 
Market 
Climate 

License Term 

Governance  
& Policies 

License Metrics 

Revenue 
Model &  

Commercial 
Intent 

 Product (Line) Strategy 
& Structure 

Compliance Strategy Compliance 
& 

Enforcement 
Standard Enforcement 

Entitlement 
Management 

Prospect-to-Support 

Processes & Systems 
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Policy Document: Define & Document Commercial Intent 
Making Money in a Flexible but Structured Way 

1. Purpose 

2. Scope 

3. Guiding Principles 

4. Definitions & Lexicon 

5. License Models 

6. Product Taxonomy & Lexicon 

7. Compliance Segmentation and Enforcement 

8. Technology Deployment Standards 

9. M&A Activity 

10. Change Management & Approval 

11. Governance 

12. Vocabulary 
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“Prospect to Support” Business Processes 
Defining an Operational Model 

Pre Sales 
Entitlements 

Revenue 
Entitlements 

Administrative 

Entitlements 
Entitlement 

Admin 
Customer 

Management 
License 

Lifecycle 
Product 

Fulfillment 
Configuration 

& Setup 

• Demo 
• Try & Buy 
• Evaluation 
• Loan 
• NFS 

• New 
• Addon 
• Upgrade 
• Renewal 
•True-Up 
• ELA 

• Update 
• Patch Fix 
• Beta 

• Merge Account 
• Divest Account 
• New Contacts 

• Download 
• Install 
• Activate 
• Register 
• Configure 
 

• Asset 
Management 
• View 
Entitlements 
• Return 
• Move 
• Emergency 
• Migration/M&A 

• Add Users 
• Hierarchy 
• Move 

• Taxonomy 
• Products 
• Models 
• Order Rules 



“Prospect to Support” Business Processes 
 Many Factors & Influences Depending Upon Type of Business 

Pre Sales 
Entitlements 

Revenue 
Entitlements 

Administrative 

Entitlements 
Entitlement 

Admin 
Customer 

Management 
License 

Lifecycle 
Product 

Fulfillment 
Configuration 

& Setup 

• Market/Customer (Geography, Size, Internet Access, “Black sites”, roles,  
sophistication) 
• Channel (Direct, Indirect, OEM, 3rd party, etc) 
• Program (OEM, Enterprise, Standard, etc) 

External Requirements 

• Product & Structure (HW/SW, SW, HW, “Bundles”, suites, upgrades, updates)   
• License Model (Perpetual, Subscription, Usage) 
• Support & Renewal Model 
• M&A Integration Processes 
• Enforcement Method (None, Embedded Technology, True-Up, etc) 
• IT Systems Capability 

Internal Requirements 



Operational Model Document 
Documenting “Prospect to Support” Actors & Use Cases 

1. Scope 

2. Key Requirements 

3. Reference Architecture 

4. Pre-Sales Use Cases 

5. Entitlement Use Cases 

6. Entitlement Administration Use Cases 

7. License Fulfillment Use Cases 

8. License Lifecycle Use Cases 

9. Product & Customer Administration Use Cases 

10. Customer Administration Management 

11. Development Use Cases 
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Principal #2 – Loosely Coupled, but Highly Cohesive 
 Separate Key Entitlement Management Functions and Embrace a Distributed 
Data Model 
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Entitlement Management Ecosystem Functions 
– Opportunity Management – Quoting & Sales Pipeline Management 

– Contracts – The Definition of contractual terms 

– Configuration– The creation of orders 

– Financials & Orders – The performance of financial transactions  

– Entitlements– The accrual and management of usage rights based 
upon a series of financial transactions and fulfillment activity 

– Fulfillment – The redemption of entitlement rights. Assignment of 
activation and license rights should be done as late as possible (late 
binding) 
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Financials & 

Orders 
Entitlements Fulfillment 

ERP 
FlexNet Operations 

(On-Premises; On-Demand) 
 

Contracts Configuration 
Opportunity 

Management 

CRM 



Airline e-Ticketing Analogy 

Purchase  
Airline e-Ticket 
(Right to Travel) 

Fulfilled  
Entitlements 

Unfulfilled  
Entitlements 
• Seat Selection 
• Upgrades 
• Changes 

Financial 
Transaction 

Entitlement Accrual & 
Management 

Different 
Fulfillment Methods 

Membership Status 

Accrued 
Entitlement 
Rights 

Manage Account 
& Travel Details for 
e-Tickets 
(Activity Management) 

Boarding Pass 
(Fulfillment) 

Email / Login 

Entitlement Account ID  
(Frequent Flier #) 

e-Ticket Locator: 
 XPW7DCT 

Corporate 
Account 

Personal 
Card 



Apple iTunes Analogy 

1. Financial 
Transaction  

3. Fulfill: Select 
& Bind to 
iPOD Device 

2.  Install 
Purchased 
Song into 
Entitlement 
Account 

Key Lesson: The “binding” of digital 
goods to a device (fulfillment a license 
key) should occur late and not during 
financial transactions or in 
entitlement creation.   

Fulfillment can be performed by the 
end customer, channel partner or 
internal manufacturing group 

“Behind the 
scenes 
contract” 



Master Data is Distributed 
 Associated with Operational System that Creates the Data 
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Financials & 

Orders 
Entitlements Fulfillment 

ERP 
FlexNet Operations 

(On-Premise; On-Demand) 
 

Contracts Configuration 
Opportunity 

Management 

CRM 

ERP FlexNet Operations 
(On-Premise / On-Demand) 

• Software  
   Contracts 
• Customers 
• Products 
• Orders 
 

• Software Entitlements 
• License Key Attribute Mapping  
• Software Binary Mapping 
• License Key Fulfillments 
• Software (ESD) Fulfillments 
• Service (SaaS) Provision 
 

CRM 

• Support Contracts 
• Opportunities 
• Quotes/Proposals 
 

BI (Information Associated with Transaction IDs) 



Principal #3 – SOA Nice 
 Use an Entitlement Hub SOA architecture to Enable Performance, Modularity 
and Clean Data 
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Deploying the Entitlement Hub 
Business Level Interfaces from Various Systems 
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Order Mgr MRP Mgr 

Opportunity Mgr Product Mgr 

Entitlement Business Policy & Core 
FlexNet 

Entitlement 

Data Contracts & Communication 

Sales & 
Support Mgr 

Data Contracts & Communication 

BI Mgr 

SaaS 
fulfillment 

License 
Fulfillment 

ESD 
Fulfillment Policy 

Document 

Operational 

Model 



FlexNet Services Platform 

Integration/Communication Layer  
(Data Contracts) 

A Deeper Dive into the Entitlement Hub 

Licensing 
& SaaS 

ESD 
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Entitlement Business Policy 

Entitlement Hub 
(Re-usable componentry) 

Entitlement Core  

Product  
Packaging 

Lifecycle Event Manager 

Order  
Processing 

Entitlement Policy Router 

Updates 
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“Create Entitlement” – Simple ERP Interface 
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<xsd:element name="CreateEntitlement"> 
        <xsd:complexType> 
          <xsd:sequence> 
            <xsd:element minOccurs="0" name="systemId" nillable="true" type="xsd:string"/> 
            <xsd:element minOccurs="0" name="orderNumber" nillable="true" type="xsd:string"/> 
            <xsd:element minOccurs="0" name="endCust" nillable="true" type="tns:OrderOrg"/> 
            <xsd:element minOccurs="0" name="lineItems" nillable="true" type="tns:ArrayOfOrderLineItem"/> 
          </xsd:sequence> 
        </xsd:complexType> 
       </xsd:element> 
       <xsd:complexType name="OrderOrg"> 
        <xsd:sequence> 
          <xsd:element name="AccountId" nillable="true" type="xsd:string"/> 
          <xsd:element name="Name" nillable="true" type="xsd:string"/> 
          <xsd:element name="Contacts" nillable="true" type="tns:ArrayOfOrderContact"/> 
        </xsd:sequence> 
      </xsd:complexType> 
      <xsd:complexType name="OrderContact"> 
        <xsd:sequence> 
          <xsd:element name="ContactId" nillable="true" type="xsd:string"/> 
          <xsd:element name="EmailAddress" nillable="true" type="xsd:string"/> 
          <xsd:element name="FirstName" nillable="true" type="xsd:string"/> 
          <xsd:element name="LastName" nillable="true" type="xsd:string"/> 
        </xsd:sequence> 
      </xsd:complexType> 
<xsd:complexType name="OrderLineItem"> 
        <xsd:sequence> 
          <xsd:element name="LineNumber" type="xsd:int"/> 
          <xsd:element name="Sku" nillable="true" type="xsd:string"/> 
          <xsd:element name="Quantity" type="xsd:int"/> 
          <xsd:element name="StartDate" type="xsd:dateTime"/> 
          <xsd:element name="EndDate" type="xsd:dateTime"/> 
          <xsd:element name="LicenseType" type="xsd:int"/> 
          <xsd:element name="ActivationId" nillable="true" type="xsd:string"/> 
        </xsd:sequence> 



Principal #4 – Hail to the Chief 
Establish Central Governance & Processes with Cross Function Participation 
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Business Leader 
(License Czar) 

IT Architect 
Product 
Architect 

Order 
Management 

Operations Sales 

Support 

Marketing Product 
Manager 

HR Legal Release Test Pricing Finance 



Goal – Align Intent, Product Design and Systems/Processes 
Cross Functional Governance Enables Synchronized Change 

Product Design 

Enforcement Approach 

Standard Technology 

License Term 

Product (Line) Strategy & 
Structure 

License Metrics 

Compliance 

Segmentation 

Revenue Model 
(Intent & Structure) 

Prospect to Support (P2S) 
Systems & Processes 

Entitlement Management 

Governance  
& Policies 
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Governance Ecosystem Model 

Review Board 

2. Common License  
Technology 

3. Automated Software 
Supply Chain 

C
o

m
m
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Licen
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P
latfo

rm
 

Company 

 Software 

• License Models & Metrics 
• Product Structure/Taxonomy 
• Special Licenses 
• Compliance / Enforcement 
• Pricing Standards/Approval 
• Misc. Business Policies 

Policies 

1. Governance/Standards 

Part Master 

ERP 

New Product 

ESD 

DB 

ESD 

DB 

Portal 

Entitlement & 
Fulfillment 

Key 
Generators 

DB 

CRM 

Order 

Serial 
Number 

• License Keys 
• Binaries 

• Create Binary Structures 
• Identify Key Features 
• Features Enabled by License Key 
• Product Management Defines Products 

4. Customer - Centric 
License Fulfillment  

27 



Conclusion 

• The Adoption and Evolution of Digital Goods is Enabling (and in 
some cases demanding) New & Innovative Revenue Models  

 

• The Full Realization of These Benefits Requires Effective 
Entitlement Management Systems & Processes 

 

• Following “The 4 Principles” Will Yield a High Performance 
System in the Fastest Time 
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Questions? 
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For More Information 

• Michael Smith 

msmith@flexerasoftware.com 

408 332-3576 

• Cris Wendt 

cwendt@flexerasoftware.com 

408 497-0632 
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Product Review Board 

• Review board ensures Product release adhere to standards 
• Variances are approved: 

• Standard is extended 
• Other Products Impacted 

• Variances are rejected: 
• PM revised plan 

•Board can offer “guidance” for new releases 
•Vehicle for Managing Policy Changes 

PM 

New 
Release 

Or 
Product 

------ 
------ 
------ 

Review 
Board 

Standard? Implement 

Modify 
PRD? 

Yes 

No 

Yes 

No 

Policies 
(Structure, 

Pricing, 
EOL Plan, 

Etc.) 
Checklist 

New Product Review 
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