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Introduction 
We live in a customer-centric, software and services-focused world. Customers are now driving 
decision making, and they increasingly expect immediate access and value-based pay-as-you-
go options for goods and services. There is a strong trend toward recurring revenue models, 
based on usage, consumption, and subscriptions, which better reflect how customers think 
about price and value today. If you're considering moving to recurring revenue business models 
for your products and services, you’re not alone.

We know that 60% of manufacturers of connected devices will generate recurring revenue via a software-based 
offering or service, and in the near future, more than 50% of all industries will price and package their offerings 
as services with flexible subscription- or consumption-based pricing models1. Adapting these new types of 
revenue models can offer real benefits for your company and your customers. 

Recent Aria Systems research 
finds that among U.S companies

will rely on one time sales

will look to adopt some 
form of recurring sales  

only 9%

and 91%

1
 

1  IDC FutureScape: Worldwide Digital Business Models and Monetization 2020 Predictions 

Recurring revenue models enable you to deliver 
strong value to more customers with longer and 
more predictable revenue streams. 
Unfortunately, transitioning to a recurring revenue model 
is not as easy as changing your product to a subscription 
service, dusting off your hands, and getting on with your day. 
It’s a change that affects not only how you sell your products, 
but your entire business – from product and marketing to 
accounting, customer service, and back-office operations.

Part one of this paper will help you accomplish 
your shift to recurring revenue, by focusing on the 
importance of new pricing models enabled through 
technology and the value to becoming customer-
centric. It also includes a case study of a company 
that successfully made this transition and saw an 
average increase of 177% in revenue per client. 
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Everything-as-a-Service
The phenomenon of instant gratification and pay-as-you-go service has crossed 
over into the B2B world. 

What began with software-as-a-service over a decade ago is now transforming entire industries—from 
music, video, home automation, transportation, and medical devices to industrial automation.

Becoming more service-centric means not only having to package your products differently, but having to 
sell differently. Recent McKinsey research notes "vendors must do more than offer a subscription-pricing 
model on a product hosted in the cloud. They need to match the streamlined, customer-friendly as-a-
service product-delivery experience with a similarly streamlined and customer-friendly end-to-end journey".

Pricing & Packaging Considerations

An estimated 50% of all industries are pricing and packaging their offerings as services with flexible 
subscription- or consumption-based pricing models. 

A recent Forrester report noted that the gap between B2B and B2C is also closing, and that B2B is also 
becoming more service focused: "the experiences we have every day with brands like Apple and Amazon 
set the bar for what we expect more and more of our B2B purchases to be like".

Figure 2 –Hennik Research, in association with themanufacturer.com

74% 
74% of respondents 
INDICATED A CLOSER RELATIONSHIP
with their customer was the principle 
motivator behind their service offerings.

46% 
46% of respondents 
ARE LOOKING TO IMPROVE PROFITABILITY
through added-value services.

As part of your shift to recurring revenue, your pricing probably needs to change. Pricing is a significant factor 
impacting your business, and it's important to give it the proper attention, particularly as you shift to recurring 
revenue models. Companies transitioning from hardware to software and from on-premises to cloud, may find 
the way they used to charge for their products no longer works for their new business models or go-to-market. 
Aside from a major deployment transition, companies also realize that recurring revenue models provide 
longer and more predictable revenue streams and make their products more affordable across a wider 
breadth of potential clients.

A recurring revenue model is not only about price levels; it's also about how price is communicated, what 
it means as a measure of value for a customer, and how products and services can be configured to best 
align with your company’s adoption and cross-sell strategies. 

https://www.demandgenreport.com/features/industry-insights/q-a-with-forrester-s-steve-casey-why-b2b-brands-must-treat-buyers-as-equal-partners?utm_campaign=FINITE&utm_medium=email&_hsmi=90979553&_hsenc=p2ANqtz-9QWjjStCXfecciUaj48xjFRXrRv_xH9iTfxRL7ik4AmpncaUEgvsn8OdA2byY80UnXaiqhj9e71lpvfOwIHV6ZIpG3WPl1uz7C13qsTMoR1r_nR4Q&utm_content=90979553&utm_source=hs_email 
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Dealing with Pricing Pressures
Pricing is one of the most significant factors impacting your business, and it's easy to underestimate it. 
A recent pricing study by Simon Kucher and Partners found that "a 5% improvement in pricing without 
volume loss and average margins can boost profits easily by 30% to 50%". Unfortunately, increasing 
prices can be more complicated than it sounds.

Companies trying to increase their prices last year reported they were only able to achieve 28% of the 
total price increase, which is the lowest price increase achievement ever recorded by this study. 

These statistics reflect dire circumstances for many companies, and illustrate the challenges associated 
with raising prices. In response, companies are using varied options to properly price their products for 
the market.  

Introducing new, innovative, or differentiated products is a powerful way to break out of a price erosion 
spiral. However, this is not always an option for all companies, and there are times when innovations are 
not a big enough change to alter the basis of competition. 

Figure 3: Global Pricing Study 2019, Simon-Kucher Partners

Companies undervalue the importance of pricing:

65% 12%
of software companies have 

felt higher price pressure 

Since 2018

see price as the biggest driver 
of growth for their businesses.

BUT 
ONLY

Conversely, changing your revenue model and the way customers think about price and value can be 
a strategic option at any point in time. This is not to say that you should change your revenue model 
frequently to increase your pricing power year over year. Rather, you can change your pricing model at 
any time to help customers better understand the value you provide, make direct pricing comparisons 
more difficult, provide a means to differentiate yourselves from your competition, and align pricing more 
closely to customer value and willingness to pay.

Many companies under price pressure want to change or are actively planning to change their price 
model. Given that reality, transitioning to a recurring revenue model will have broader implications on 
product structure, the way your organization interacts with your customers, and the way your customers 
interact with your product. Therefore, it is important to consider your revenue model transition carefully 
and make sure the components work together to meet your organization’s goals. 
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Recurring Revenue Models

Recurring revenue models provide multiple options for 
monetizing your products and allow your customers to:

PAY A FIXED MONTHLY 
SUBSCRIPTION FEE

PAY BASED ON TIMED USE 
OR METERED CONSUMPTION

PAY-PER-FEATURE OR SET 
OF FEATURES USED

Additional Licensing and Entitlement Management Capabilities
A robust software licensing and entitlement management solution can do much more than enable 
recurring revenue and flexible packaging options. It will also enable you to: 

Protect your intellectual property from tampering, reverse engineering, and theft

Ensure end-user compliance with license agreements

Track, control, and report on use of products and features

Manage all licensing operations for on-premises, cloud, and embedded software

Oversee all aspects of software licensing, including packaging, customer self-service, 
automated electronic delivery, activation, and updates

Business model innovation facilitated by proven software monetization 
technology enables you to configure and sell your products and services based 
on what your individual customers gain and are willing to pay.

An effective software monetization solution enables subscriptions and service-based pricing models based 
on time, usage, or consumption.

Software monetization technology provides the tools you need to create and support relationship-based 
service models and attractive purchasing options based on your customers’ desired outcomes.
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Becoming More Customer-Centric
Companies all over the world are transforming the way they do business by moving from a 
product-centric to customer-centric approach. 

Value Proposition

Financial Model

Value Model 

Process Thinking

Operational Approach

Organizational Structure

Product Focus

Innovative Technology

Transaction Value

Value Chain

Business Processes

SKUs & Product Catalogs Hierarcal

Customer Focus

Customer Experience

Lifetime Value

Value Agility

System Thinking

Consumption/Usage Matrix

Strategy Objectives Product-Centric Service-Centric

Instant Gratification and Value

According to IDC, by 2021 

over 50%  
of software revenue

subscription or 
consumption-based 
b u s i n e s s  m o d e l s 

w i l l  c o m e  f r o m 

This approach has many benefits and can improve both customer satisfaction and revenue, at the same 
time. With subscription, you need to adapt to a more customer-centric approach to ensure your customers' 
continued business.

With the number of customer-focused, subscription-based options out there, if you don't properly nurture 
your customer relationships and maximize their experience, you risk your customers finding one of your 
competitors who will.

Over the past decade or so, technology and 
connectivity have made us increasingly sensitive to 
purchasing only the product and service features that 
we need, when we need them. We now expect to pay 
for those products and services based on the value of 
what we receive. 
It’s common to choose the features that suit 
our needs and then pay for them with a monthly 
subscription or through a consumption-based plan. 
Increasingly, we’re paying for service availability 
instead of a product in a box.

Your customers are in a similar position, and to 
reduce your churn and keep them satisfied, you'll 
need to adjust. After all, Bain & Co. has found that 
a 5% increase in customer retention can increase 
profitability by up to 75%.
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Enhancing Loyalty and Customer Lifetime Value
Revenue moments occur each time a customer interacts with your product or service. Each of 
these moments create an opportunity to engage increase revenue, and add another positive 
experience that extends your relationship with the customer.

You can – and should – use these revenue moments to recommend relevant upsells or cross-sells based 
on individual customer preferences, location, and needs. Even including a customized "happy birthday" 
message will stick out as a nice touch. With each thoughtful, positive, and personalized interaction, you 
cultivate loyalty and strengthen the relationship with your customer, thereby increasing their customer 
lifetime value (CLV). 

Revenue moments to focus on could include: 

• Invoice delivery

• Customer service inquiry 

• Welcome emails

• Renewal date reminders

• Credit card expiration/declines/dunning notifications

• Service change requests

• Nearing/exceeding consumption limits alerts

The days of delivering goods and then communicating with customers only when payments are due are gone. 
Products and services consumed on a recurring basis mandate an ongoing relationship with customers. 

Vendors need to match the streamlined, customer-friendly 
as-a-service product-delivery experience with a similarly 
streamlined and customer-friendly end-to-end journey. 

"
"McKinsey

https://www.mckinsey.com/industries/technology-media-and-telecommunications/our-insights/the-next-software-disruption-how-vendors-must-adapt-to-a-new-era#
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Putting it All Together - Real Life Case Study
In this section, we’ll look at how Thales Sentinel customer Candela completely 
changed the way they sold their UltraShape Power system, leading to new revenue 
streams, improved customer experience, and valuable usage insights.
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Given that Candela could only profit off of the 
sale of the UltraShape Power system machine 
itself and the occasional transducer renewal, the 
machine needed to be priced at a point that could 
be prohibitively expensive for some practices. 
That price point restricted the potential customer 
base for the machine, and had the potential to 
severely hold back the company’s growth.

Candela wanted to grow without restrictions that 
no longer seemed relevant, such as losing out 
on the business of smaller offices or clinics who 
couldn't afford the product.

The UltraShape Power system worked on a 
homegrown licensing platform, which severely 
limited the flexibility Candela could offer 
their own customers, as their pricing structure 
amounted to a one-size-fits-all model. This lack 
of flexibility impacted Candela’s revenue growth 
and prevented them from being able to collect 
useful data into how their customers were using 
their products. 

The homegrown licensing platform also led to very 
long delays in delivering customers what they had 
ordered, leading to a poor customer experience.

These needs led them to look for a better licensing 
solution to maximize the value of their products.

Candela is a world-leading medical aesthetic device company, with an expansive 
global footprint in 86 countries. 

Candela Generates Recurring Revenue With 
New Subscription-Based Business Models

“ We were able to offer our customers a 
very strict and limited business model 
based on one-time consumables. 
That limited our potential customer 
base and recurring revenue, which in 
turn, limited our flexibility and revenue 
opportunities.”

– L.J. Gage, Head of Global Business Unit – Body/
Recurring Revenues

Company Overview:

The company’s technologies enable physicians 
to provide advanced energy-based solutions for 
a broad range of medical-aesthetic applications, 
including treatments of scars, wrinkle reduction, 
body shaping, tattoo removal and more.

29%

24%
YoY Revenue Growth

From 2018 to 2019

Global Market Share

More Than

Devices Worldwide
70,000

Candela’s Challenges
A few years ago, Candela sold their signature 
body-shaping fat reduction device, the UltraShape 
Power® system, using a traditional hardware 
sales model: Physicians’ offices would purchase 
the machine upfront, for a fixed, one-time 
cost. The machine came with two hand pieces, 
or transducers, which were necessary for the 
procedures. The transducers would need to be 
replaced every so often, and the replacement 
sale created an additional revenue stream for the 
company. Unfortunately, other than that, Candela 
wasn’t able to maximize the revenue from their 
own machines.
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They’ve also been able to provide an easy-to-
use self-service portal for their customers, which 
automatically alerts doctors when their pulses 
are running low, and lets them order more 
pulses or transducers with the click of a button.

How Candela Solved These Challenges
Once they selected and integrated Sentinel, 
Candela was able to completely change the way 
they sold the UltraShape Power system, leading 
to new revenue streams, an improved customer 
experience, and valuable usage insights.

Previously, they sold their machines for a one-
time fee and supplemented their income with 
the occasional transducer re-order. Now, 
Candela has completely shifted their business 
to a consumption-based model. When a doctor 
performs a treatment using the UltraShape 
Power system, they first determine, based on the 
type and size of the procedure, how many pulses 
will be required for that specific procedure.

Instead of charging a one-time cost for their 
machines and selling their transducers separately, 
Candela is able to use a recurring-revenue model 
to monetize their machines per pulses needed. 
This presents a win-win for Candela and their 
customers, as Candela is able to implement a 
recurring-revenue model, while their customers 
only need to purchase the number of pulses 
needed for their upcoming treatments. 

Additionally, when the transducers need to be 
replaced, Candela now sends their customers 
new ones for free. This new and unique approach 
is a win for their customers, as it presents 
meaningful upfront savings, while also generating 
long-term revenue increases for Candela.

" Given the success we’ve already had 
from our shift to recurring revenue, we 
see these models continuing to play a 
major role in our future."

–  L.J. Gage, Head of Global Business Unit – 
Body/Recurring Revenues

The new usage-based 
business model led to an 
average increase of over 

177% in revenue per client.

Candela now has insight into how often their 
customers are performing certain procedures, 
how many pulses they use per month, and which 
customers are approaching the end of their 
current batch. 

This allows Candela to offer client-specific revenue 
models, including different-sized packages, and 
unlimited monthly consumption plans, all through 
the Sentinel platform. The new model wasn’t only 
a shift in how Candela sold their product, it was a 
business-wide transformation. 

By choosing to give their transducers away for 
free, and instead focusing on monetizing by selling 
pulses, Candela has shifted their purely hardware-
based business into one that relies on software 
as well as hardware — and it’s proven to be a 
tremendous success.

Candela has been able to gain additional 
customers, a greater lifetime customer value, and a 
better understanding of their customers’ needs and 
usage, by shifting to a recurring revenue model.

“ We were extremely pleased and 
surprised at how easy it was for our 
customers to automate the recharging of 
pulses with just a few clicks.”

–  Jeries Abu Elassal-Global Product Manager
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Research shows that companies are transitioning from product-centric to software and services-centric 
business models. Subscriptions and recurring revenue models are on the rise and customers are 
expecting to pay based on the value they receive from products and services.

Business model innovation facilitated by proven software monetization technology enables you to 
configure and sell your products and services based on what your individual customers gain and are 
willing to pay.

Perfecting your recurring revenue shift requires a well thought-out pricing strategy and an evaluation of 
the three main components to recurring revenue models – acquisition, retention, and monetization. 

About Sentinel Software Solutions
Sentinel offers an award-winning suite of hardware, software, and cloud-based 
licensing solutions to prevent unauthorized and unlicensed use and distribution 
of software products. Our licensing solutions enable software and technology 
vendors to increase software revenue, track and control distribution, ensure 
compliance and reduce operating costs. For more information, visit:

 
https://cpl.thalesgroup.com/software-monetization

Final Thoughts

Part two of our recurring revenue whitepaper series, Higher Revenue, Happier Customers, 
will address these factors, and provide you with the information you need to make this 
critical transition for your company. 
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Contact us
 For office locations and contact information, please visit 

cpl.thalesgroup.com/software-monetization/contact-us

https://www5.thalesgroup.com/cpl-software-monetization/resource-linkedin
https://www5.thalesgroup.com/cpl-software-monetization/resource-twitter
https://www5.thalesgroup.com/cpl-software-monetization/resource-facebook
https://www5.thalesgroup.com/cpl-software-monetization/resource-youtube

