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In this article, the authors present strategies and tactics to implement successful packaging, 
pricing and selling of digital solutions in industrial industries. This market specific analysis 
provides valuable pricing insights that can be applied by pricers in multiple industries. Juri-
aan Deumer (Juriaan.deumer@simon-kucher.com) is a Partner at Simon-Kucher & Partners, 
The Netherlands. With more than 12 years’ experience, he is an expert on high tech in-
dustry, industrial manufacturing and services, and chemicals. Adam Echter (Adam.echter@
simon-kucher.com) is a Senior-Director at SKP in Mountain View, California. He is an expert 
in transitioning software price models to industrial businesses with more than 15 years of 
experience. Danny Kappen (Danny.kappen@simon-kucher.com) is a Manager at SKP, The 

Netherlands. He has extensive experience in commercial strategy development, revenue model innovation and proposition op-
timization, as well as value pricing and big deal negotiations.

Monetizing Digital  
Innovations in Industrials

Figure 1: Different flavors of digital revenue model transformation

T
he “Digital revolution” is turning 70, yet the complexities 
of “Digital transformations” still overwhelm decision mak-
ers. Advancements across Industry 4.0, the Internet of 
Things and Artificial Intelligence are a clear call to action 

for Industrials – small or large. Thus, most Industrial companies 
have been investing and working on digital solutions for many 
years, developing innovative smart solutions.

However, the key question of how to earn money with these new 
solutions is grossly understated and receives attention only at 
the end of the development process. This is surprising since the 
economic core of digitalization is unlocking new revenue and 
value-producing opportunities to non-digital firms.

From a monetization standpoint, moving away from traditional 
product selling calls for a revenue model transformation. This 
can come in different flavors, depending on the innovation, but 
can be articulated across just two axes: product digitalization 
and price model transformation.

Typical challenges in digital  
revenue model transformation
After reviewing hundreds of recent industrial monetization proj-
ects, we see several persistent struggles and questions that 
companies in developing forward looking digital revenue models:

• Which segments should we target? 
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Figure 1: Different flavors of digital revenue model transformation 

Revenue model 
transformations: 

 1 Servitization : 
How do we expand our 
portfolio to drive an 
integrated product and 
service offering? 

 2 Product digitalization : 
How do we increase the 
value of our offering by 
adding software 
components? 

 3 SaaS solutions: 
How do we completely 
revamp our revenue model 
by moving to software based 
services? 

Provide traditional products
enriched with software 

components

2 

 
 
 
 

Provide traditional hardware 
product solutions 

 
 
 
 

Provide stand-alone software 
solutions 

3 1 

Provide services supplementing 
traditional product offering to 

form an integrated solution 

Combined hard - and 
software solutions 

Traditional product 
sales 

Software based solutions 
(SaaS) Servitization 

Pr
ic

e m
od

el
 

O
N

E-
O

FF
 

R
EC

U
R

R
IN

G
 

Monetizing indus trial digital innovations | S uccessful packaging, pric ing and selling of digital solutions 

3

 

 

 
 
 
 
 
 

Typical challenges in digital revenue model transformation 
 

After reviewing hundreds of recent industrial monetization projects, we 
see several persistent struggles and questions that companies in 
developing forward looking digital revenue models: 
 Whic h segments should we target?  

 What customer needs should be fulfilled by our new products? 

 When software drives the incremental value of our solutions, how do 

we define value and create winning packages with up-sell paths? 

 What is the optimal price model and metric, to monetize willingness-

to-pay amongst our different customers? 

 What is our winning pricing strategy: skimming or penetration? 

 How should our sales team and channel partners ideally convey our 
new proposition to the market? 

 
Although the key commercial challenge of Industrial companies does not 

change – how do we capture our fair-share of the value we deliver? – 

digitalization implies successful strategies of the software world can 

increasingly be leveraged by industrial companies. Think of, for example, 

bundling offerings, deploying a variety of price metrics and implementing 

recurring revenue models. 
 
 

 
 

Figure 2: Key commercial challenge of Industrial companies does not change 
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Figure 2: Key commercial challenge of industrial companies does not change• What customer needs should be fulfilled by 
our new products?

• When software drives the incremental value 
of our solutions, how do we define value and 
create winning packages with up-sell paths?

• What is the optimal price model and metric, 
to monetize willingness-to-pay amongst our 
different customers?

• What is our winning pricing strategy: skimming or pen-
etration?

• How should our sales team and channel partners ideally 
convey our new proposition to the market?

Although the key commercial challenge of Industrial companies 
does not change – how do we capture our fair-share of the value 
we deliver? Digitalization implies successful strategies of the 
software world can increasingly be leveraged by industrial com-
panies. Think of, for example, bundling offerings, deploying a vari-
ety of price metrics and implementing recurring revenue models.

Pragmatic, customer-centric  
proposition and pricing solution
Let’s assume your company has already defined its key strate-
gic digital beliefs, assessed digital opportunities and crafted a 
digital roadmap resulting in newly developed digital solutions. 
Subsequently, we suggest taking a hands-on, customer-centric 
packaging, pricing and selling approach for your new solution(s) 
by answering four key questions:

1. What do our customers want?
Often times, new digital solutions open up new market seg-
ments – in addition to traditional customer segments. Under-
standing customer needs and willingness-to-pay by segment 
early on in the development process is a critical and often 
over-looked step. This is part desk research, part internal vali-
dation and part talking to current and potential customers. 

2. What is a winning proposition  
and packaging structure?
Adding software and services to your product allows for new 
packaging structures not feasible in the physical world. Deter-
mine what fits best per customer segment (see figure below) and 
differentiate your offering. One size does not fit all.  

3. What are the optimal  
pricing model and strategy?
When adding software applications, more than in traditional prod-
uct selling, there are countless price models and metrics which 
can be applied. Defining the optimal price model (see Figure 4) 
and redesigning your price metric to align with the value deliv-
ered is the final core-pricing step. Use different perspectives 
for price level determination, such as a value perspective, cus-
tomer perspective and internal perspective. Finally, choose the 
best pricing strategy (skimming vs. penetration), dependent on 
ambition and market dynamics. This creative process has long 
existed in software, but introduces new models and metrics that 
would struggle in the analog world.

4. How can our sales force  
be equipped to sell it right?
Upgrade your sales approach. Equip your sales force to be able 
to explain the value of your digital offerings. Identify current and 
possible new routes-to-markets, including partnerships and re-
seller opportunities. Develop value selling material and guidelines 
for sales to fully understand and convey the message of the new 
digital solutions.

Requirement: Prior-
itized and focused 
investment
Digitalization calls for a new 
way of thinking about cus-
tomer engagement, from 
product push based on 
marketing to customer pull 
based on demand. Dealing 
with this transformation re-
quires new competencies, 
propositions and systems 
across your organization.

From a monetization per-
spective, much can be 
learned from other indus-
tries, especially digital/
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Pragmatic, customer-centric proposition and pricing solution 
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software companies. But applying these monetization learnings 
is challenge for firms with a history of physical product selling.

The risk of the opportunities digitalization offers is to be paralyzed 
by choice and spending too much time fine-tuning a solution’s 

optimal market introduction strategy to the point it never launches. 
There is a lot to be gained by going out, experimenting, finding 
pilot customers to launch new solutions, learning and adjusting 
the course accordingly.

Figure 4: Selection of potential price models
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What are the optimal pricing model and strategy? 
When adding software applications, more than in traditional product 
selling, there are countless price models and metrics which can be 
applied. Defining the optimal price model (see figure 4) and 
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