
Exploring the Business Model Evolution of High-Tech Equipment Manufacturers - White Paper 1

some of the tools used by equipment manufacturers to 

successfully make the transition. Tools and methodologies 

that enable continued innovation, competitive advantage, 

better control of operational costs, and increased revenue by 

providing real added value for end users.

Introduction

If you are in the business of selling software-driven 

equipment for medical imaging and diagnostics, digital 

printing, sophisticated surveillance systems, coin-operated 

gaming and casino gambling, etcetera, you are probably 

already deeply involved in the evolution from a pure 

hardware manufacturer to a software vendor. You sell 

hardware, but most likely your current products are based 

more than ever on off-the-shelf computers and components. 

An increasingly important part of the value you bring to your 

customers – and competitive advantage – is in the software 

you provide, rather than in the hardware, as it was in years 

past. In fact, when you look at your organization, the ratio 

of software engineers to hardware engineers is continually 

growing in favor of the software engineers. 

You probably more than just ponder the idea of your 

company becoming a software company; it is clear to you 

that the inevitable process has begun, hardware is being 

commoditized and, going forward, you will base your 

business more and more on software. It’s a long process 

that started years ago, it is likely to take many more years 

before the transition is complete and your company has 

moved entirely to software.

Challenges faced by High-Tech Equipment Manufacturers

Although moving to a software business model makes your 

company much more competitive and enables you to create 

significant competitive advantages, it also encompasses 

significant challenges and risks. 

A white paper for manufacturers of software-driven 

hardware devices

These days, a significant part of your hardware 

product is based on off-the-shelf components, 

and the lion’s share of your Intellectual Property 

(IP) resides in the software developed to drive that 

hardware. Now the barrier to stealing your IP and 

producing similar solutions, which are based on 

your years of investment, is significantly lower, and 

has perhaps even completely disappeared.

Executive Summary 

Today’s equipment manufacturers are experiencing the 

all too real challenges of competing in a tough economy 

and an increasingly crowded marketplace. With reduced 

component pricing lowering the barrier to entry, competitive 

espionage and theft of trade secrets, and declining product 

differentiation, it is no surprise that many equipment 

manufacturers are facing commoditization and price 

erosion. If that is not enough, the down economy has 

companies around the globe searching for new ways to 

increase revenue and at the same time, reduce headcount, 

inventory and operational costs. So how do today’s 

equipment manufacturers stay competitive and differentiate 

their products in a crowded market? How do they avoid 

competitive threats and still provide innovative products 

with added value for their customers? 

This paper discusses some of the challenges faced by 

today’s high-tech equipment manufacturers and goes 

further to uncover the evolution that has been taking place 

over a number of years. Modern high-tech equipment 

manufacturers are transitioning from what was once a 

pure hardware-based business model to a software-based 

business model. This paper goes further to illustrate 
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