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Transforming	the	Business	Model	of	the	IoT

By:	Chad	Dunavant

As	an	industry,	we’ve	been	talking	about	"digital	transformation"	in
broad	strokes	for	a	long	time	—		I’ve	seen	it	applied	to	the	process	of
supporting	just	about	every	new	digital	service	that	a	Communication
Service	Provider	(CSP)	can	sell,	from	building	faster	digital	networks
to	adding	mobile	TV	to	a	service	portfolio.	

To	me,	digital	transformation	simply	isn’t	a	one	size	fits	all	term.		For	CSPs	today,	each	digital
transformation	is	as	unique	as	a	fingerprint.		When	we	talk	about	a	CSP	to	Digital	Service	Provider
(DSP)	transformation,	we	are	not	talking	about	a	CSP	who	can	now	support	a	new	digital	service
but	rather,	a	CSP	who	is	looking	to	transform	their	entire	business	model.

Business	model	transformation	can	be	done	for	a	variety	of	reasons,	but	one	that	I	think	we	will	see
growing	in	2018	is	driven	by	the	Internet	of	Things	(IoT).

Supporting	the	devices,	people	and	services	that	are,	and	will	be,	connected	by	the	IoT	requires	a
multi-dimensional	business	model	comprised	of	an	increasingly	complex	web	of	partners	and
connected	ecosystems.

Every	connected	device	and	corresponding	service	brings	new	opportunities	to	extract	revenue
through	not	just	that	device’s	connection,	but	by	managing	the	ecosystem	of	partners,	and	truly
building	a	connected	set	of	service	environments.

Many	of	the	companies	looking	to	move	into	IoT	(take	consumer	goods	companies,	or	device
component	companies	as	examples)	have	never	had	to	think	about	the	onboarding,	management
and	monetization	of	the	end	consumer	–	be	it	an	individual	or	enterprise.		This	has	been	the	job	of	a
retail	partner,	or	third-party	distributor.		IoT	changes	this	world	and	introduces	new	complexities,
and	many	changes	into	existing	business	models.

Changing	a	business	model	to	better	take	advantage	of	the	IoT	opportunity	isn’t	as	simple	as
putting	new	technologies	in	place.		It	requires	rethinking	the	very	bedrock	of	the	way	the	we	serve
today’s	digitally	connected	and	mobile	consumer.	

Convergence	is	shaping	the	future
The	growth	of	the	IoT	is	part	of	broader,	global	trends	brought	about	by	the	rise	of	digital	services	-
including	the	convergence	of	industries	and	consolidation	among	major	players,	particularly	in	the
telecommunications	and	media	industries.		If	we	fast-forward	to	a	time	when	connected	devices	are
prolific,	“things”	are	exchanging	data	and	that	data	is	applied	to	enhance	the	human	experience,
then	convergence	across	four	key	areas	will	have	taken	place:

Network	Convergence	–		Convergence	of	fixed,	mobile	and	other	connectivity	technologies
to	create	a	solid	and	reliable	core	with	broad	coverage,	super	speeds	and	low	access	costs
that	will	ultimately	lead	to	a	better	experience.

Data	Convergence	–	Convergence	of	data	and	techniques	to	collect	and	mine	the	massive
volumes	of	data	to	capture	insights,	create	enhanced	experiences,	enrich	interactive	features
and	make	proactive	recommendations.	
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Service	Convergence	–	Creating	an	ecosystem	of	connected	services	that	allow	‘N-play’
services	all	designed	to	create	stickiness,	reduce	churn	and	drive	higher	ARPU.	
Experience	Convergence	–	The	culmination	of	network,	data	and	service	convergence	to
ensure	a	seamless	experience	that	is	available	anywhere,	anytime,	on	any	device.		Seamless
experiences	include	easy	and	automatic	connection	for	new	devices,	with	simple	consumer
authentication	that	allows	users	to	be	up	and	running	quickly.

Figure	1

Aligning	to	deliver	service	to	a	converged
world
For	communications	companies	to	thrive	in	this	converged	world,	their	connected	services	must	all
be	underwritten	by	real	transformation	of	the	business	across	three	critical	areas:

People	–	creating	an	environment	where	key	people	can	move	out	of	their	internal	swim
lanes	to	take	into	account	today’s	multi-channel,	multi-touch	customer	interaction	points.		This
means	adding	to	or	shifting	internal	skills	to	deliver	a	better	understanding	of	a	customer’s
behavior	to	take	action	in	real	time.	No
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Processes	–	to	be	effective	at	turning	customer	insights	into	action	requires	a	focus	on	the
customer	-	their	engagements,	their	experiences	and	their	preferences		-	and	less	internal
focus	on	running	massive	IT	departments.

Product/technology	–	includes	a	shift	from	back-office	"systems	of	record"	to	front-office
"systems	of	engagement"	as	well	as	looking	outward	to	engage	with	a	wider	ecosystem	of
partners	to	deliver	a	single,	streamlined	service.

The	result	of	aligning	people,	process	and	product	include	significant	overhauling	of	operating
costs,	vastly	improved	time	to	market,	and	elevated	customer	experiences.		Many	CSPs	are	only
too	aware	of	their	need	for	these	potential	benefits,	but	the	pace	of	competing	in	the	digital	services
world	can	make	it	difficult	to	design	and	navigate	a	transformation	from	the	inside.		We’re	starting	to
see	CSPs	leveraging	managed	services	as	an	enabler	of	business	model	transformation	because,
while	underlying	technology	is	key,	transforming	technology	on	its	own	it	is	not	enough.		Business
outcomes	can	only	be	realized	with	a	proper	transformation	of	people,	process	and	product,	and	a
managed	service	helps	“de-risk”	transformation	with	a	comprehensive	service	design	that
considers	more	than	feature/function.		More	importantly,	a	managed	service	doesn’t	just	highlight
potential	business	benefits,	but	it	commits	to	business	outcomes.

Aligning	to	compete	in	a	borderless
marketplace
While	we	can	align	people,	process	and	product	for	the	continuing	growth	opportunity	of	the	IoT,	it
is	still	unclear	which	IoT	business	models	will	be	most	successful.		Digitization	is	causing	a	radical
reordering	of	traditional	industry	boundaries,	meaning	that	the	very	definition	of	an	IoT	“service
provider”	could	fundamentally	change.		CSPs	are	starting	to	think	seriously	about	cross-sector
opportunities	as	well	as	existential	threats	that	may	lurk	across	boundaries.		

Where	there	is	data	generated	by	the	IoT,	there	is	a	service	to	be	provided,	and	CSPs	will	need	the
ability	to	play	internationally,	across	many	segments,	and	spend	less	time	on	OSS/BSS,
connectivity,	devices	and	more	time	building	ecosystems	and	partnerships	to	tap	into	various	IoT
segments.		Done	right,	CSPs	will	either	acquire	"end	legs"	of	the	IoT	chain,	or	partner	for	them.		For
example,	sell	outpatient	monitoring	solutions	to	medical	centers,	or	sell	connected	livestock
solutions	to	farms.		Done	incorrectly,	the	CSP	will	merely	be	a	connectivity	point	in	the	chain	of	IoT
services.

The	ability	to	adapt	quickly	in	this	borderless,	evolving	space	is	paramount,	as	is	the	ability	to
quickly	try,	halt,	and/or	scale	various	ideas.		The	cloud	is	the	enabling	platform	of	speed	and	agility
–	moving	BSS	to	the	cloud	in	particular	can	provide	a	lift	in	speed,	scale	and	reduced	operational
cost	as	well	as	improved	ability	to	white	label	solutions,	bill-on-behalf-of,	manage	a	value	chain
and	settle	revenues	with	multiple	parties	in	the	ecosystem.

Lastly,	and	perhaps	most	importantly,	to	attract	the	right	partners	and	secure	a	place	at	the	top	of
the	value	chain,	CSPs	need	to	be	able	to	effectively	manage	the	data.	The	top	of	the	IoT	value
chain	will	be	made	of	providers	that	can	collect	and	apply	meaning	to	data	in	ways	that	offer
insights	into	customer	behavior,	and	can	inform	decisions	about	which	services	to	continue	and
which	to	sunset.

The	world	is	continually	moving	faster,	and	digitalization	is	now	pushing	us	into	hyper-speed!		To
drive	revenue	from	the	IoT	requires	a	back-end	infrastructure	that	can	support	a	labyrinth	of	B2B2X
relationships,	provide	a	simplified	way	to	deliver	any	IoT	business	model,	and	put	into	place	the
processes	and	systems	needed	to	seize	revenue	opportunities	—	and	do	it	all	extremely	fast.	It
means	rethinking,	and	ultimately	changing,	services	and	the	underlying	support	systems	that	allow
offers	to	be	targeted	and	sold	to	new	and	existing	customers	(whether	consumers	or	enterprises,	or
a	chain	of	enterprises	who	contribute	to	a	service),	and	then	monetize	and	settle	the	subscriptions
to	link	connected	service	to	actual	revenue.		At	the	heart	of	it	all	is	data	—	and	aligning	people,
processes	and	products	to	focus	on	the	data-driven,	connected	future.No
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Are	you	aligned	to	capitalize	on	the	IoT?


