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Freemium
Business Model:

The Darkside
of Free Stuft

By: Muhamad Idaham Umar

O
-app purchasing was intro-
duced to the market dur-
ing the early 2010. The

definition of the term in-application
(or in-app) is activities or transac-
tions that are being done within the
application. The definition of the
word purchase is to acquire
(something) by paying for it. The
term of “in-application purchase”
are digital goods which, when
bought from within an app, often
either unlock new features, enable
the user to skip mundane tasks or
provide additional content. In-app
purchase is closely related with the
term Freemium. The origin of the
term Freemium is a combination of
the words "free" and "premium"
used to describe a business model
that offers both free and premium
services.

spending in using this service? In-
app purchasing is no longer central-
ized, contrary to the conventional
app purchasing method (Premium
application) where payment occurs
before downloading the application.
Can the established policy protect
consumer from being abused by in-
app purchase? What if the in-app
purchases are rip-offs? There are too
many grey areas in the existing po-
lices.

In the case of Amelia DeClark, a
three-year-old child spends 100 US
dollars when using an app named
“My Horse”. What happened was
that the three-year-old had racked
up more than $100 after her little
fingers frantically swiped across the
brightly colored buttons on the free
app, confirming real-time payments
from her mother's iTunes account

was free, but the weapons and skills
point inside the game are not. Just
by knowing his parents password,
the child was able to spend a huge
sum of money in just a matter of
minutes.

Before in-app purchase was intro-
duced, purchasing in a mobile de-
vice is usually done before an appli-
cation is downloaded or installed
on a mobile device. Before a con-
sumer can use an application, they
must purchase the app through the
means provided by each specific
platform (i.e. Apple Store, Windows
Phone Store, Google Play).

In-app purchase innovates the pro-
cess of how consumer spends
through mobile devices and how
enterprise make profit. Consumers
are being drawn to the intuitive ser-
vices or goods provided when they
first install an app for free on their
device. After certain amount of pe-
riod or usage, certain functionalities
inside the app will require the user
to subscribe or purchase to continue
using the app to its full potential.
That was the main idea of in-app
purchasing - to give the consumers
a taste of the full potential of an ap-
plication.
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