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Monetizing Digital Services and Partner Ecosystems 
New Approaches are Needed to Meet Business Expectations 

Introduction1 
 The digital services conflagration is exponentially growing and is permanently altering the sales and 
distribution channels of companies in every industry. Traditional brick and mortar businesses are 

transforming to anything-as-a-service (XaaS) providers, as they note how customers 
positively respond to better ways of purchasing goods and services as part of their 
digital lifestyle. Customers are not just consumers using smartphone apps that call 
down information and insights from the cloud—although, this group is a major 
benefactor of today’s digital services evolution. Customers also hail 
from a diverse set of businesses in every industry, as they strive to 
deliver a more rewarding experience for their customers. Digital 
transformation, as it applies to XaaS offerings, provides any 

business with key benefits relative to new channels to sell 
through, new regions to address, and internal operations with 
an improved customer focus. 

Simply defined, XaaS is a monetization model whereby a business 
that traditionally sold its wares to customers, now sells them as a 

service. For example, airlines purchase “power by the hour,” rather than a jet engine. 
The construction business buys tonnage lifted, rather than the rental or purchase of 
building-crane equipment. Agricultural cultivation is charged by the GPS acreage 
coordinates logged by a remote controlled tractor. Businesses consume emergency 

generator electrical service, defined through a complex set of usage and 
subscription parameters, rather than procure an onsite generator. Medical 
consults are now done from a patient’s smart device, rather than visiting the doctor’s 
office. Businesses purchase traditional IT functions such as disaster recovery, 
databases, desktops, security, unified communications and productivity applications as 
a service, rather than software licenses.  

The XaaS monetization model is considered by many as a first step in realizing the 
power of digital services and the improvements these services bring to the customer 

experience. XaaS also provides an alternative channel to revenue for the selling organization, 
because this approach can work side-by-side with traditional models. Most importantly, there are 
several next steps that are a natural evolution from XaaS, as this report will bring out. For example, 
advancing to a business model where multiple partners combine their goods and/or services to 

                                                 
1 In preparing this report, Stratecast conducted interviews with representatives of the following companies: 

• BearingPoint – Andrew Thomson, Senior Vice President Infonova R6 Solutions 
• Infonova – Andreas Polz, Chief Technology Officer 
• Infonova – Susan Backhaus, Technology Architect and Marketing 

Please note that the insights and opinions expressed in this assessment are those of Stratecast, and have been developed 
through the Stratecast research and analysis process. These expressed insights and opinions do not necessarily reflect the 
views of the company executives interviewed. 
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Systems & 
Processes Strategy

Order  Pay  Accept Delivery  Consume
Business Model #1 – Consumption-based Billing

Subscribe  Receive  Consume  Receive  Consume …  End of Sub.

Renew

Business Model #2 – Subscription Billing

Subscribe  Receive  Consume Measure  Receive  Consume Measure …  Measurable Unit Limit
Renew or

End of Sub Period
Renew

Business Model #3 – Usage-based Subscription Billing

deliver customer offerings, such as what the insurance industry and car manufactures now do, is a 
logical next step—but it comes at a price.  

This is the point where the business-to-customer (B2C) XaaS model (for either consumers or for 
other wholesale businesses) transforms into a business-to-business (B2B) partner-based ecosystem. 
The partner ecosystem approach can involve several wholesale stages before selling to a customer 
(B2B2C); or stay completely focused on wholesale relationships (B2B2…). Under this mindset, as 
will be shown in the remainder of this report, new business opportunities begin to open; and the 
organization, now as a digital services provider, is constrained only by the level of complexity its 
business operations and monetization systems can capably address. 

Monetization Strategy and Systems Limitations within Any Industry 
A very simple law of business has been proven over and over for the past 30 years. It concerns the 
cross-roads between systems and process capabilities and the needs of C-suite strategy. More 
specifically, innovative solution capabilities fueled by evolving technology and competitive business 
strategy will forever be key pillars of business change. Up until approximately 3-
4 years ago, the monetization function was often identified as the choke point 
whenever process change was involved. The business was usually forced to 
scale back ambitious growth plans or innovative pricing strategies, and accept 
what the systems could address, rather than what was right for the business. 
Inflexible monetization systems were to blame then; and for many, they 
remain a sore point today. Inflexible systems shackle the ability of any 
organization to respond to evolving market conditions and competitive needs, 
especially when changing business models require such systems to perform in a 
manner that they were never designed to address.  

What often happens is that a business offering may start out as a simple subscription—as is the case 
with many internet of things (IoT) deployments today—but it quickly evolves to more elaborate 

usage-based and partner-involved interrelationship pricing 
models. At this point, most business management and 

monetization systems reach the 
edge of their usefulness, and 
business strategy must either 

change to fit existing system 
capabilities or else a 

systems retooling 
must be 
performed. 

For new system and 
business enablement 
platforms, flexibility 

to address change is essential. Essential because: market conditions will need redefinition quicker 
than expected; business relationships will change as new service opportunities are identified; and 
organizational structures will get more complicated. Most importantly, as business relationships 
become dynamic, the monetization systems and partner management functions need to work 
interactively for addressing new needs from both evolving business models and payment options.  
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Whenever the flexibility to support new business models and personalization options is limited, the 
business typically forgoes opportunities, or creates workarounds which can adversely affect accuracy, 
scalability, governance, and cost effectiveness. At a time when business change is needed the most, 
inflexible systems cause the business to just “get by.” When this happens, the business loses new 
opportunities to competitors with more flexible systems that are better able to adapt to changing 
business needs. 

XaaS Formula for Success 
The sale of XaaS usually involves some level of machine-to-machine (M2M) interaction, enabled by 
wireless communications and cloud-based management services. XaaS is designed to deliver an 
enhanced machine-to-human (M2H) experience. While there are multiple examples of this 
construct, some of which were noted previously, M2M interaction is not an absolute requirement 
for XaaS offerings, since there are many XaaS services that are all software oriented; but M2M 
appears to be a significant factor in the XaaS modus operandi today. 

To have a successful XaaS offering requires a change in business strategy regarding traditional selling 
models. Executive expectations need to be reset, and financial objectives need alignment with the 
expected change in revenue flow. As noted in Figure 1, day-to-day operations must be modified, and 
new business processes must be implemented.  

Figure 1: XaaS Revenue Management Processes for Creating Business Value 

 
Source: Stratecast 

Businesses in multiple industries find XaaS offerings to be a better way to keep customers; and to 
provide the most opportune monetization option for large price tag items when traditional business 
models fail. Failure of traditional models comes because many customers (consumers and 
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Cleaning Machines are from Various Manufacturers 
and are Shown for Illustrative Purposes Only.

businesses) cannot afford to make large capital payments, address maintenance needs, or manage the 
complex accounting requirements for depreciation. Examples of the XaaS shift include cleaning 
machines as a service, back-up generators as a service, and all-inclusive luxury car usage as a service. 

Installed systems addressing the traditional monetization and partner management processes—
including the traditional configure, price and quote (CPQ) method of selling merchandise—are not 
capable of meeting the business needs of XaaS. Enhancements to these systems, or enablement of 
new cloud-based monetization solutions, are a likely next step.  

One limitation of the XaaS model is that a single organization sells its wares to customers as 
a service, generally through a self-care portal, rather than through the traditional CPQ 
process. If the seller, or a supplier to the seller, each reaches out to the customer differently, 
additional monetization and partner management processes take effect, as will be discussed 
in the last section of this report.  

Cleaning Machines as a Service 
While cleaning machine services are far removed from pure digital services, there is a direct 
correlation. Approximately four years ago, a large cleaning machine manufacturer, doing business in 

many parts of the world, was “forced” by its 
customer base to change from being a supplier of 
cleaning machines for a variety of industrial uses, 
to what it refers to as an ongoing evolution 
toward its long-term strategy of “industry-as-a-
service.” The company presently provides 
cleaning machines for both indoor and outdoor 
consumer use. It also provides professional 
cleaning machines for a variety of industry 
segments including agriculture, healthcare, public 
services, construction, retail, and hospitality, to 
name a few of its target customer groups. 

The purchase of some machines can run several 
thousands of dollars, which is a mounting 
concern for many customers. A few years ago 
some of them began asking if there were a more 
flexible and transparent way to pay for the 
devices and services they needed. Keeping pace 
with customer demand and their ability to pay 
has always been a continuous focus of this 
supplier.2  

Responding to customer feedback, the company 
launched an IoT-based XaaS business transformation project in early 2013, which went live 12 
months later. Prior to this point, the company had no experience with IoT solutions, but listened to 
its customers in their need for an affordable, pay-as-you-use, time-based, or by the square-area-
addressed, way of delivering cleaning services. Today, its IoT-based service offerings are available 

                                                 
2 The cleaning machine supplier is not named in order to protect its edge in an otherwise hyper competitive market. 
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worldwide, and delivered throughout all of the company’s subsidiaries. While outright machine 
purchase is still possible, a larger amount of the company’s revenue now comes from its XaaS 
business. 

This company attributes the success of its XaaS cleaning service offerings to several aspects of its 
strategy, tied to two primary factors. First, customer needs drive technology selection, and not the 
other way around. Second, the sales department is responsible for selling—not defining—cleaning 
services. Other key parts of its transformation strategy include:  

• With the customer in mind, a clear vision for each new cleaning service offering is developed 
before ever engaging in definition and implementation details. 

• Solutions are designed with a deep understanding of customer processes, including the need, 
in some cases, to provide machines and personnel as part of the service. 

• A detailed stakeholder analysis is conducted for each new service offering. 

• A commitment to continuous and stringent solution enhancements is agreed upon for all 
service offerings. 

• Dedication to working with strong partners for data enablement, device insight, connectivity 
management (GSM, GPS, and Wi-Fi) and business management capabilities. 

The cleaning machine company believes that the services it now provides are just a first step towards 
its ultimate business goal of selling more complex service offerings. Such offerings are supported 
through extensive partnerships, and are likely to be delivered to a select number of target customers. 
However, the company has realized that its initial IoT deployment platform lacks key monetization 
and partner management capabilities that are essential for reaching its long-term strategic goals. So, 
what is the missing ingredient? Enabling partners to work together in creating high-value customer 
offerings, while keeping track of which business relationships are involved with what offering, and 
providing each partner with its share of revenue per contract terms. Perhaps most important is 
allowing each partner to sell a new customer offering to other partners, as part of a larger B2B 
wholesale operation, or to sell it to end-users as a B2C transaction.  

Monetizing Complex Business Models and Digital Partner Ecosystems 
Digital services and digital partner ecosystems take on many forms. The key aspect of a partner 
ecosystem is an understanding by each participating organization that no group can do it all; and also 
a commitment that proper accountability of usage and customer revenue allocation will be 
effectively managed. In the case just described, the cleaning machine company sells its cleaning 
machines as a service to its customers. But what if a partner that provides cleaning soaps and related 
chemicals would like to sell a full end-to-end service as an authorized dealer of the cleaning machine 
company? Even more, what if the same cleaning supplies company wanted to blend together the 
capabilities from some of its other partners, its own supply services, and the cleaning machine 
service from its initial partner, to deliver an advanced cleaning service to select customers? How will 
the contributions from each partner be recognized and reconciled with generated revenue? 

To more effectively focus on the multi-partner B2B2B concept and the delivery of B2B2C services 
that are a natural evolution from a company’s XaaS offering process, consider the following 
illustrative example involving three partners that work collectively to provide a high-value customer 
service that holds appeal for both consumers and businesses. 
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Service Description – Driving Efficiency across Geographies to Keep Talent in the City 
Many large cities around the world are facing a tough challenge: keeping growing businesses within 
the city limits, for improving revitalization efforts, enhancing the cityscape, and improving the tax 
revenue base. A key part of addressing this problem is in improving ways for citizens entering or 

exiting the city, to minimize travel time and the time it takes to 
find a parking space for their vehicles. While mass 
transportation may be the ultimate answer for some cities, it is 
not the only means for keeping citizens interested in living or 
working within the city limits. Personal vehicles will remain a 
key part of any city’s ingress and egress transportation plans, 
for years to come.  

A hypothetical parking location service is developed for use 
by both consumers and businesses, to find and procure a 
parking space within a large metropolitan city. This service is 

optimized based on destination location and parking space availability. While the app store of the 
major smartphone brands presents several “for free” apps that provide a location mapping service, 
such as Google Maps for mobile, these applications are limited in what they can do in addressing the 
parking lot challenge. 

In this example, a mobile app service is designed to combine address location functionality with car 
parking garages located within the city. Several optimization algorithms are involved, so that the best 
route into the city is noted, as well as the best parking garage with available parking stalls, closest to 
the customer’s final destination. The service also determines, based on historical traffic information, 
the best parking space, based on the best time and route for exiting the parking garage, and getting 
to the customer’s next destination. 

Partner #1 – Smartphone App Developer 
A smartphone app developer creates a location destination app, integrated with several route 
optimization algorithms and parking garage location information. The app takes advantage of a GPS 
positioning service, combined with real-time traffic routing data provided 
by the city for all major routes into or out of the city, as well as for side 
streets. As an added value and differentiator, the app also offers a 
“coasting zone suggestion” (no throttle, cruise control off, car engaged) 
function.  

While the basic routing version of the app is free, the more practical 
routing-plus-route-optimization version is sold to customers following a 
“usage-based subscription model,” combined with other partner-provided 
services. Partner capabilities include a parking garage reservation option— 
based on arrival time in the city, and time of departure—which can be directly purchased via the 
smartphone app. 

The service is designed to plot out for the customer the best route from any location outside a major 
city, to a location within the city, and then to a second or third location, as needed. Route 
optimization insights, including coasting zone options, as defined by the app developer’s algorithm 
development partner; and parking space availability, with reservation capability from the app 
developer’s parking garage operator, make this app a hot selling item among customers that must 
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regularly come to the city, or who are time-bound infrequent travelers. The app developer sees many 
additional app opportunities in the weeks ahead. 

Partner #2 – Location Optimization Algorithm Creator 
A data management company uses anonymized data from metropolitan city management groups to 
create route optimization algorithms for many of the largest global cities. Typically, the initial data 

feed is static, based on historical insights that are grouped by 
time-of-day, day-of-week, and month-of-year. However, with 
advances in mobile technology, refinements to each city-based 
optimization algorithm are now dynamically possible. 

A second set of optimization algorithms is also available for 
mapping out parking garage ingress and egress routing, defined 
by its parking garage partner. In addition, the software 
integrates with the parking garage’s “parking stall availability” 
system, which provides guidance on the availability of parking 
stalls within a multi-level structure. This system, often 
maintained by the parking garage partner, tracks parking stall 
availability within all of the garages it manages within a city. A 

third set of algorithms is also available to partners, based on major routing terrain information, to 
define vehicle “coasting zones.” 

The location optimization algorithm company sells its packaged route-optimization software, 
following a wholesale-only model, to strategic customers, including app developers and partner 
businesses such as the parking garage management company. The algorithm company sees many 
more opportunities to work with additional partners in the weeks ahead. 

Partner #3 – Parking Garage Management Company 
The parking garage structure is typically owned by a municipality, shopping center management 
group, or building investment organization. In this scenario, the parking garage partner is the same 
company, regardless of location within a city; 
and, in many cases, it is the same company 
even in different cities. In all situations, the 
parking garage administrator and its parking 
stall availability system provide guidance to 
its partners with regard to parking space 
availability and the best routing into and out 
of each parking structure, according to next 
destination. 

The parking garage administrator sees the 
value its “red light/green light” service 
provides directly to customers looking for available parking. It also recognizes that its management 
system could define paid-for parking stall reservations for a variety of businesses in close proximity 
to each of its parking garages. For the scenario addressed by this analysis however, the parking 
garage administrator is a sole partner with both the algorithm optimization company and 
smartphone app developer. 
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B2B2B Multi-Partner Business Opportunity 
On the surface, each of the three partners in this scenario appears to contribute an equal value to the 
end-to-end “route optimization and parking stall reservation” application, as shown in Figure 2.  

Figure 2: Multi-Partner Driving Efficiency Application Delivery 

 
Source: Stratecast 

But what happens if each partner does not contribute equally? How will collected revenue be split 
among the partners if no automated accountability mechanism is in place? Even before revenue 
flows from eager customers, in the XaaS model, a single company enables a distribution, activation 
and revenue collection mechanism for its products to be sold as services (remember the cleaning 
machine provider). In the multi-partner scenario defined by Figure 2, which partner must now take 
on the role of collecting the right components, assembling them and delivering the completed 
package to would-be customers? What happens if the service does not work? Which partner takes 
on this role? Finally, how will would-be customers sign up for the service? 

The Power of Partner Relationships and a Digital Ecosystem Platform 
What makes the above scenario addressable from each of the perspectives just mentioned—service 
signup, service activation, revenue accountability, service assurance, and usage analysis—is for each 
of the contributing partners to expose their solution-offering capabilities to one another by 
incorporating their contributions through a common digital business enablement platform. The 
platform, which could be owned or managed by any one of the three partners, or managed 
separately by a stand-alone provider, delivers all of the operations, orchestration, data analytics and 
monetization functions that the assembled service offering requires. Most importantly, the digital 
business enablement platform, as shown below in Figure 3, allows the partners to work together, 
which is not always the case with many commercially-available platforms today. 
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Figure 3: Multi-Partner Digital Business Enablement Platform 

 
Source: Stratecast 

The ultimate business scenario comes forward as each partner begins to work with other partners to 
create new service offerings. These new services could incorporate the original three-partner 
offering, combined with added capabilities of an additional partner, or two, or even more. Finally, 
partner ecosystems of the most advanced level will engage with a business enablement platform that 
allows individual partners to: 

• Directly on-board and manage their own internal products (internal service sourcing). 

• Consume wholesale offers from other partner providers (external service sourcing). 

• Sell retail offers to end customers. Retail offers can be based on the partner’s own products, 
wholesale offers from other partners on the platform, or offers defined by combinations of 
partner offerings. 

• Sell wholesale offers to other partners on the platform. Wholesale offers can be based on 
the partner’s own products, wholesale offers from other partners on the platform, or offers 
defined by combinations of partner offerings.  

The digital business enablement platform must be able to account for each partner’s contributions 
to a service offering, and keep track of the revenue split that would go to each partner, based on 
contract-defined agreements. 
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Karl M. Whitelock 
Global Director Strategy – Operations, Orchestration, Data Analytics and Monetization (ODAM) 
Stratecast | Frost & Sullivan 
kwhitelock@stratecast.com  
  

Stratecast 
The Last Word 

Peter C. Evans, primary author of The Rise of the Platform Enterprise – A Global Survey, stated, in February 
2016, that 176 public and private platform companies around the world, each with $1 billion or more in 
market value, were estimated to have a global market capitalization of $4.3 trillion. Most, if not all of 
these companies offer their platform functions as cloud-based personalization services; e.g., on-demand, 
always connected, flexible, real-time, and self-service, for not just consumers, but for business and 
enterprise customers too. Some of the largest platform-based enterprises include familiar names such as 
Alibaba, Amazon, Apple, Facebook, Google, Microsoft, Netflix, Oracle, and Salesforce; and lesser 
known names including Tencent, Softbank, Naspers, Priceline, and Baidu. Other billion dollar platform 
enterprises include Airbnb, eBay, Intel, Paypal, SAP, Uber and Xaimi. 

Mr. Evans noted that these companies generate $100s of billions in global commerce, and enable 1.5 
million jobs directly, with millions more indirectly. The global survey also revealed that approximately 
50% of the $4.3 trillion market value is achieved by 44 companies headquartered within the San 
Francisco Bay area. Another 18% comes from four companies headquartered in Seattle, with an 
additional 6% coming from 44 companies based in Beijing. The most significant industries, by market 
cap size, which define the global platform marketplace include: Internet Software & Services, 
eCommerce, Application Marketplaces, and Search/Ad Technology. 

What makes the platform economy a business success today is partner ecosystems. What will make it 
even stronger tomorrow are expanded partner ecosystems. The difference between now and then is 
increasing business complexity behind-the-scenes with regard to partner contributions that deliver an 
ever-expanding lot of new service capabilities. As momentum builds for digital services in every 
industry, companies will address their customer’s needs in multiple ways. Most will follow the traditional 
goods and services selling models, which have worked well in the past with at least some of their 
customers. Companies will also evolve portions of their business to sell XaaS, where competitive 
opportunity makes good business sense; and a growing number of organizations will work with multiple 
partners to create services following the digital partner ecosystem model. 

While digital services and partner ecosystems sounds straight-forward strategically, working in a digital 
services environment requires change at all levels of the organization. This is especially true in 
communicating the right level of stakeholder expectations for any digital services value chain. Stratecast 
believes time is running out for keeping the status quo, however—especially in competitive markets. 
The challenge comes with what to do first―hold on to existing business models until customers 
demand otherwise, as in the case of the cleaning machine company; or work to redefine the business 
proactively with at least part of the customer base using digital services? What is good for one 
organization may not be right for another. Where does your decision stand? 

mailto:kwhitelock@stratecast.com
http://thecge.net/wp-content/uploads/2016/01/PDF-WEB-Platform-Survey_01_12.pdf
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About Stratecast 
Stratecast collaborates with our clients to reach smart business decisions in the rapidly evolving and hyper-
competitive Information and Communications Technology markets. Leveraging a mix of action-oriented 
subscription research and customized consulting engagements, Stratecast delivers knowledge and perspective 
that is only attainable through years of real-world experience in an industry where customers are collaborators; 
today’s partners are tomorrow’s competitors; and agility and innovation are essential elements for success. 
Contact your Stratecast Account Executive to engage our experience to assist you in attaining your growth 
objectives. 

 

About Frost & Sullivan 

Frost & Sullivan, the Growth Partnership Company, works in collaboration with clients to leverage visionary 
innovation that addresses the global challenges and related growth opportunities that will make or break 
today’s market participants. For more than 50 years, we have been developing growth strategies for the Global 
1000, emerging businesses, the public sector and the investment community. Is your organization prepared 
for the next profound wave of industry convergence, disruptive technologies, increasing competitive intensity, 
Mega Trends, breakthrough best practices, changing customer dynamics and emerging economies? For more 
information about Frost & Sullivan’s Growth Partnership Services, visit http://www.frost.com. 

 
 

CONTACT US 
For more information, visit www.stratecast.com, dial 877-463-7678, or email inquiries@stratecast.com. 

About ODAM 
The processes and tools that communications service providers (CSPs) have utilized to run their businesses 
have changed over time. More than a half-century ago, CSP network and business management processes 
were manual (OAM&P). As CSPs evolved over the years, so did the operations support systems (OSS) and 
business support systems (BSS) that address CSP business and network management needs. In recent years, 
the lines between OSS and BSS have become less clear, with much overlap. In addition, the roles in which 
OSS and BSS operate have expanded beyond traditional boundaries. As such, Stratecast now uses the term 
Operations, Orchestration, Data Analytics & Monetization (ODAM) to encompass both the traditional OSS 
and BSS functions and the new areas in which business and operations management must now work together, 
including virtualized networks and telecom data analysis. 

http://ww2.frost.com/research/industry/information-communications-technologies/telecommunications-strategic-forecasting-stratecast/
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