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Enabling growth through a service-based business

A model for rapid service adoption fuelled by Machine-to-Machine
(M2M) solutions

By Steve Whitehead Marketing Director, Comtech M2M

Selling or exchanging manufactured goods has beemasis of trade and commerce since the
beginning of time. Success invariably creates cditnpe which then drives pricing down, where

it becomes increasingly difficult to differentiatéend grow the business over time. Machine-to
Machine (M2M) offers a “technology key” to new wagkgrowing your business. It unlocks the
value in your goods, where ongoing service-baseeimges can be generated long after the goods
have left the factory. This paper provides a mddelOEMs and Solution Providers to offer
“smart services” to their end users, based onrtfigmation derived from their remote goods on
an ongoing basis. It shows how these companieseraain focused on their core business rather
than the underlying technology; thereby eliminatiisf and accelerating service adoption.

Product price will only go one way

Shipping thousands of goods, which generate mdlionrevenues and wealth for shareholders is
a dream for many companies. Achieving the dreamgbrits own problems; a never ending
circle of increased competition, reduced margins we need to increase the level of sales year
on year just to “stand still”. This is a viciousoby for all goods based industries, independent of
whether you are selling components, devices, ssbralslies, machines or complete systems. As
established markets saturate, growth often only esorby reducing manufacturing costs,
acquisitions, mergers and diversification rathamntlthe value of the goods themselves. Creating
additional value from manufactured goods is theeefearamount to creating a “step change” in
business growth.

Untapped value within goods

Many manufactured goods hold data which can beeppto to create value. Consider a
generator manufacturer that sells products thrabigtl parties, where there is a level of return to
base warranty repairs. The manufacturer may nowkihahe generator has been operated and
maintained within the conditions of the warrantyl arften makes the repair at an associated loss.

Through visibility of how the generator has beeadus the field, the manufacturer can identify
maintenance and service status (e.g. low oil |@vielgether with out-of-band operation (e.g.
excess load) that provides an audit trail to chdogeut-of-warranty repairs and thereby reduce
losses. Furthermore, this presents service opptesinvhere the manufacturer can preemptively
respond to these warning conditions before reaggequired by also offering maintenance and
service functions. The manufacturer could adoasé or pay-as-you-use model, whereby the
reduced capital costs enable new target markédds tipened.
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Additional value in any industry can be createthiee key ways: -

Reducing Costs- known product and associated consumable stafildes maintenance,
service and replenishment operations to become eféioeent and losses due to out-of-
band operation to be reduced.

Improving Service — fast response to problems, minimising downtime austomer
inconvenience enhances customer service, genelayefty and leads to customer
retention.

Increasing Revenues- solving problems and simplifying processes fod esers or "3
parties within the supply or value chain can enahlem to reduce their costs. This
provides revenue growth opportunities for the comypthat provides the solution, often
generated through incremental ongoing services.

Service is the foundation of growth

Data gathered from remote goods can be used toouwepthe business of all the companies
connected with the goods. To exploit this in a wlagt grows revenues, companies need a new
way of thinking and a fundamental shift from a ttiahal goods based sell to that of service.

“Many companies have realized that for every daliagoods sold, there can be anywhere from
$5 to $20 of associated services and follow-on petg] often at higher margins”: Harbor
Research.

Service-based growth opportunities will vary depegdf the type of company. As an example,
the following may be involved in the supply and ntanance of goods and consumables over a
products life-time, each deriving growth in varigdys: -

Manufacturers — are able to wrap maintenance into the produigriofjy to generate
ongoing revenues and create customer ownershiplitievels can be improved by
detecting failure patterns in the field therebyusdg returns and associated cost. Fewer
failures, reduced downtime and fast response leatnproved customer service and
customer retention.

Consumable Suppliers— are able to supply machines or containers (fedwich their
products are consumed) to operators or end useassenvice basis, such that they have
greater control over replenishment. Revenues anergeed where the machine is tied to
the consumable brand. Furthermore losses are reédbge detecting fraudulent
consumables and optimising inventory and logisticeughout the entire supply chain.
The new solution offers consistent quality and iometreplenishment, which improves
customer service.

Systems Integrators— often establish data collection and IT infradinoes for end

users, which enable them to derive information edefr their core business. This is
often re-invented for each customer! End usersvastt the information to manage their
business and not the burden of maintaining thexgtfucture itself. System Integrators
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have the opportunity to build the data collectiofrastructure and simply sell collected
data on an ongoing basis... sell the data, rather tha data logger! The customer is
happy because there is no infrastructure investmerglated maintenance burden.

Furthermore, the company that owns the data, owngasset where related services can be
derived and made available to other companies nvitineir value chain. This not only provides
the opportunity for companies to derive serviceebagrowth from other aspects of the goods
life-cycle, but also from other elements of its eomment, where the goods are part of a wider
system or process. In the case of our generaton@ea the manufacturer could sell analysed
information to his end users that identify excesdoad trends. This may enable the end user to
determine the “culprit equipment”, where a changehie process or engineering maintenance
improves the end users business as a whole. The wéthe solution is related to the scale of the
end user’s problem and not the price of the geaer&inding the problems where a solution
holds the most value is therefore the key to serbiased growth.

Making data from goods visible

The technology to communicate with remote goodgere now, proven and robust in the form of
Machine-to-Machine (M2M) connectivity. M2M is simypéh tool that makes remote data visible
so that meaningful information can be derived, mobto decision-making processes within the
business and increasingly wrapped into new setvas®d value propositions to the customer.
Technology from suppliers is no longer the problemthe risk; adoption now lies with the
business case and the will of companies to mak&ep “change” in the way they do business.
This requires a migration from the company’s triadil approach to a new type of business, by
solving problems for their customers throughout teods’ lifetime through value-added
services.

Steering a new service-based course

Changing a company to a service rather than goasisdobusiness is akin to changing the course
of an oil tanker. Without a vision and small inceartal steps towards fulfilling the vision, the
growth rewards will not be achieved. The vision sitoe have to be crystal clear; however by
applying the learning along the journey, compaiieslikely to arrive in a different place, as a
wholly improved and different type of business,ntlihey were at the start. The steps are quite
simple, successful service adoption requires: -

» Vision — A direction and forward view of the “new servigased company” often seen by
few visionaries within organisations. Although aorib-term view” is needed of
potentially “complex possibilities”, there is a weé keep the first implementations
simple so that the benefits are easily understgaatirers.

* Business Case- Identify the investment needed to create the peaducts and services
together with a clear understanding on the rettlas the investment will generate. The
Return on Investment (ROI) can be calculated frastssavings and increased revenues
from the new product and service offering. An R@bwing payback within in a short
term e.g. 12-month, is more likely to justify angate successful adoption.
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» Stakeholder buy-in — Not all stakeholders will understand or see @alu the vision
including internal management and customers. Theefiie and business case must be
seen and demonstrated in the short term; especidigre the stakeholders control the
budgets! For customers, this will require a newiserthat solves a problem or improves
a process within their business that they didmitehiaefore.

» Pilot trial — Small scale trials provide a vehicle to provéhiibe business case and gain
stake holder buy-in. Although this should be keiptpde at the outset, it may be an
iterative process should there be problems eshaijsa business case e.g. more than one
problem may need to be solved in order to jushify ROI case.

* Roadmap- The pilot trial enables budgets to be assigoeddilout products, solutions
and services, which can be specified, prototypedigthed, manufactured and deployed as
part of a roadmap in line with trial feedback aedrhing.

e Learn and apply cycles— “Closing the loop” with information from remotgods will
solve specific problems within your business; hogre will also make other problems
visible for the first time!

As an example, the business case for adopting AationMeter Reading (AMR) may not be
justified when considered in isolation. However infrastructure and business case could be
justified when used for other functions such asusgg temperature monitoring or delivering
advertising content to digital signage that has pgheential to increase revenues. Migrating to
service through connectivity with remote goodshisréfore a learning experience which should
be embraced rather than perceived as a risk.

A Solution

In simple terms, this can be achieved by givingdgbeds a “voice” and a “talking device”; not
too dissimilar to a mobile phone. Just as we ugkil@enetworks and the Internet for sending e-
mail, remote goods can deliver data to centralfmss systems automatically, where analysed
information can be used to manage the businessvéi®la. Unfortunately, goods either talk with
different “voices” or do not talk at all' In whickase, the required information has to be
translated using sensors, such as chilled foodeestyres during transportation, electricity meter
pulses or the level of chemicals in a tank. The @ete solution to end users is therefore created
by the combined expertise, products and servicganies that understand the:-

* Goods— OEMs, Systems Integrators, Consumable supplBatsition Providers etc with
“know how” related to the goods and associatedicadriarket. As we have discussed,
these are the parties focused on a goods-basednsteir chosen markets, often with
little experience of service and the underlying ommication technology.

» “Talking device” - Hardware technology companies that enable thedgyoto
communicate, firstly with the network e.g. GPRS{ lalso the central management
systems at a higher application level. These mardiee focused on their respective
communication elements often without expertisehim vertical market of the associated
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goods and in many cases the central managememnsysit the “other side” of the
network.

* Networks — Network Operators, Carriers and Mobile VirtuaktiNork Operators
(MVNOSs) that provide the “plumbing” to connect rem@oods with central management
systems. These parties are focused on a reliatiesiructure to transport voice and data
traffic independent of the data content, goodsticarmarkets and central management
systems.

» Central management systems- IT, Software and Systems Integrators that dewelo
management applications and middleware focused amagement solutions for specific
industries, applications and markets. These padfities have little understanding of the
“talking devices” or other technologies within tfeenote “goods”.

* Services— These fall into two categories, the first bes®gvices to create the solution
such as network and management hosting serviceseitond being the “Holy Grail” of
value added services related to the goods thenssalffered as part of new service-based
business model by the adopter.

This is the *“value chain”, where adopters need tanage potentially broad “adjacent
partnerships” in order to create the new servicetasolution, where each party is focused on
their core business. Care has to be taken whemptis to shorten the value chain result in any
party working outside their core business. As aangple, a common pitfall is where goods
manufacturers undertake and integrate the “talkiiegice” into their products without an
understanding of the network nuances or centrabigpament integration at the application level.

== b
Hardware | Network Middleware Applications | Services | w3+,

Central Users

Traditional M2M Partnership Approach

Service and solution not technology

Having made the decision to migrate to service ptats simply want a solution, ideally from
one Solution Provider, irrespective of the undedyitechnology or broad partnerships.
Furthermore, by adopting a service-based appraawrhpanies are becoming Service Providers
in their own right for their end users. In this eathe Service Provider needs both market specific
expertise to present the solution in the right wag the underlying communication “know how”
to develop the solution and manage the broad patipes. This is a tall order, where the Service
Provider’s focus is pulled in different directiobstween business and the underlying technology,
which often presents a barrier to adoption.
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Simplifying the value-chain through “wrapped partne rships”

Successful adoption therefore requires the valwncto be simplified. This can be achieved
through a “wrapped partnership” approach, wheré gmrtner remains focused on their core
business. This allows each partner to “wrap” oldtheir added-value upon a proven platform
created by others around their core strengthseltiyechanging the start point for developing the
solution for rapid and risk free adoption.

Sew'\ce Enab;ers
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< End to End Elements >
M2M Wrapped Partnership Approach

The value chain can therefore be simplified a®d: -

* Component Providers— which include the communication building blocketwork,
middleware, infrastructure and related technologyctvis focused on transporting data at
the remote goods and central site.

» Service Enablers— that create a service-based end-to-end commionicplatform, by
wrapping the communication components (hardwaréyace and related services) into a
robust system. This is a horizontal or common compation solution suited to many
applications, which is tailored by Service Provglgto their specific markets.

» Service Providers— that wrap application specific hardware or “gdodsound a
communication platform together with value-addedvises focused on their core
business, goods life-cycle and the goods envirohm&hese are the new service-
empowered adopters such as OEMs and Solution Rmsviddho now offer managed
services based solutions within their core vertmatket.

“Goods Suppliers” turned Service Providers are tigle to provide services and solutions to end
users, operators and others within their marketipevalue-chain.

Wrapping communication components into a servicetaommunication system, which is then
tailored to an application service, creates pragvesy complete solutions. As the last step in the
chain, this provides a huge start point for goodsnufiacturers and Solution Providers in
migrating to a service-based business. It prom@&s-WIN partnerships between companies
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with complementary strengths, where each worksiwitheir core competence area with shared
vision and interest for growing their business thge

Practical case examples

PTC Remote Management & Service (PTC rm&syw.ptcrms.n) and Invisible Systems Ltd
(www.invisible-systems.com are examples of two companies formed with ardesi provide
service-based solutions to their end users; ingtrdh and retail applications respectively. Each
had developed hardware “goods” for monitoring tlegid users equipment in local environments,
but required a means of managing these from a aleloiration via the Internet, in order to
obviate the need for on-site local management aatilithte new services and solutions in their
markets. In both cases, they wanted to focus omnstehding problems within their end users
business and deliver information and services teesthese problems in order to enhance their
business. They chose not to develop the underlgimdrto-end communication, or integrate
solutions from different partners since this wob&le diverted focus away from their end users
needs.

Instead, they chose to build their application seeder WWEAVE, which is an end-to-end
monitoring platform available from Comteclww.comtechm2m.cojny a UK based Service
Enabler. An intelligent “talking device” was integed within their remote goods, which
delivered data to a central management applicafitis platform provided database storage,
automated alarm generation and online Internetsacte the information through configurable
reports. Since YWEAVE is application configurabiteough templates and naming aliases, they
were quickly able to tailor a system for their sfie@pplication needs and provide management
and administration across their estate of end pys#es and remote goods. Furthermore, any
gathered information could be exported to otheragament systems or analysed offline thereby
deriving additional information and value. Since HXWE was offered with a service-based
business model at the communication level, theyevedrle to easily wrap their own value added
services around this, in order to offer managedices to end users within their vertical markets.

Both PTC rmé&s and Invisible Systems were enableskeagice-based Solution Providers within a
period of weeks! By building their core expertiseep a proven communication and service
platform, they were able to remain focused on teed users needs and commence growing their
business through a new service-based approach.

Summary

Service is already changing the landscape of marketough a fundamentally different business
proposition. It creates competitive advantage t@xent that there will be no going back to the
way business has been done to date, where eaneadill reap the most success. The key to
successful adoption lies with win-win partnershépsl maintaining focus on your core business
at the service, solution and implementation levélse “wrapped partnership” approach
eliminates distractions to the business, where emmes such as Comtech can offer a single
partnership that has the flexibility and expertseneet your evolving needs as they develop over
time.
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