towards XaaS
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Smart product and service bundles, new pricing models and digital technologies are emerging.
Manufacturing firms have laid the foundation to move on beyond selling products and services.
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Manufacturing companies are on the cusp of revolutionizing their offering

Transforming towards XaaS

Motivation

« Software vendors haven proven
that XaaS is a highly successful
business model

Smart Product &
Service Bundle

« XaaS providers benefit from:

* An increasing customer

. retention
Economic o _
Output-Based ¢ Superior financial

Contracts performance

« Monetizing their service
suite

Challenges

+« XaaS affects all business
processes

* The entire organization has to be
restructured

* Increasing business risks must be
managed

| Meritz Classen, Christoph Blum, Philipp Osterrieder, Thomas Friedli

IGaasS differs from other XaaS concepts, but also from renting or leasing
Towards a Definition of IGaaS (4/4)

Value Package Revenue Model

Package System Model

Industrial-Goods-as-a-Service (IGaaS) is a business model consisting of 1) a value package combining

core services, enabling services, physical components and digital components, and 2) a revenue model
that allows for usage-based, aOBC and eOBC pricing models.

aaS: as-a-Service, Mfg: Manufacturing.

| Moritz Classen, Christoph Blum, Philipp Osterrieder, Thomas Friedli
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Disrupting traditional value creation, Xaa$S raises pivotal questions
Comparison of a Traditional & XaaS Business Model

Transformation Path

)) Questions to Answer

Strategy

« Which strategic objectives drive your XaaS transformation?

« How should your future portfolio look like?

« Which (additional) resources do your company need to perform XaaS?

Business Model

« Whichvalue package serves your customer needs?

« Whichrevenue model fits best to the value package of your XaaS
offering?

« How should your company transform customer relationship
management?

Operating Model

« Is an organizational transformation required?

« Which business processes have to be adapted to develop, sell and
deliver XaaS?

« Are new policies as part of your corporate governance needed?

Enabler
* How should arising risks be managed?
« Which partners support your Xaa$S offering?

))

A comprehensive transformation is a prerequisite to offer XaaS

| Moritz Classen, Christoph Blum, Philipp Osterrieder, Thomas Friedli

Everything as a service?

Introducing the St.Gallen IGaaS Management Model
M. Classen, C. Blum, P. Osterrieder, T. Friedli - University of St.Gallen

Research Objectives
- Defining Industrial-Goods-as-a-Service
- Introducing the St.Gallen 1GaaS
Management Model
- Ildentifying 1GaaS-related challenges

KUKA and Adobe showcase the profitability of XaaS
Xaa$S in Manufacturing and Software Industry

__Production-as-aService |
KUKA—gy~— FCA

» Diversification of Kuka's product portfolio
* Flexible value packages to better meet customer

Benefits

+ Participation in Chrysler’s value creation

0
o
)
c

i

I

=

(&)

+ Smart services and business model transformation
» Data analytics and prediction methods driven by

* The new revenue model loads process & market

+ Emerging dependency between KUKA and

FIAT CHRYSLER AUTOMOBILES

needs and thus, increase customer retention and
profitability

Benefits

risks to KUKA
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Chrysler

connected robot systems that ensure uptime of the
production line

| Moritz Classen, Christoph Blum, Philipp Osterrieder, Thomas Friedli

Software-as-a-Service
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Diversification of Adobe’s product portfolio

* Flexible value packages to better meet customer

needs and thus, increase customer retention and
profitability

» Customers require often a free version of the

product

* Increased error vulnerability of online/cloud based

services

* Using cloud services to provide software to the

customers

» Modularization of the software

We propose a holistic framework to transform a manufacturing firm towards

as-a-Service offerings
The St.Gallen IGaaS Management Model

Strategy Objectives Portfolio

Business Value Revenue Customer
Model Package Model Relationship

Operating Structure Processes Governance
Model

A

Enablers

Risk Management

Value Network

| Moritz Classen, Christoph Blum, Philipp Osterrieder, Thomas Friedli

XaaS Benchmarking: Everything as a service?
Learning from Software & Manufacturing Companies
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Motivation

+  Software companies already implement as-a-Service offerings profitably

Manufacturing companies have difficulties reaping the benefits from service
offerings and the potential of digital technologies

+ Transforming towards XaasS requires strategic and organizational adaptions
+ XaaS is a viable option for monetizing digital services

Objective

Identify software and manufacturing companies that provide Xaa$S offerings
successfully

Examine their strategy, business and operating model and related enablers
Derive implications for managing the transformation towards XaaS

B8 Benchmarking Model
Package Model

Benefits

Direct influence on the topics examined

Profit from our experience in knowledge transfer
Learn from industry experts

+ Visit successful practice companies

Approach

Our proven benchmarking process is employed to identify Successful Practices:

companies providing XaasS offerings and having mastered the necessary strategic
and organizational adaptions.

XaaS: Everything-as-a-Service

&> Project Overview

Time Frame + Ca. 8 months
* Planned kick-off: 01/2020
Meetings « Kick-off meeting (1 day)

+ Review meeting (1 day)
« Site visits (1 day per visit)
« Final conference (1 day)

Participation Fee CHF 20'000

Website https://item.unisg.ch/xaas

| Moritz Classen, Christoph Blum, Philipp Osterrieder, Thomas Friedli

Planned Research Methods
Literature Review

Quantitative: Survey
Qualitative: Interviews, Site Visits

Institute of Technology Management

re
/N University of St.Gallen

https://item.unisg.ch/xaas

So far, the umbrella term “XaaS” only encompassed software- and IT-related business
models. However, these cannot be readily applied by manufacturing companies. Thus,
to designate “as-a-Service” business models offered by manufacturing companies in a
business-to-business (B2B) environment, we propose the terminology Industrial
Goods-as-a-Service (IGaaS). The transformation towards IGaaS is an intricate
phenomenon worthwhile of further study. In consequence, we develop a holistic
framework to guide managers in their endeavor to introduce and operate 1Gaas.
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