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ABSTRACT

This chapter will foster the understanding of the structure of business model elements in Internet of things
field. Business model provides an efficient way to analyze, understand and manage strategically oriented
goals for one or more stakeholders in order to create some value for end-users, but in the Internet of
things there is not clear path for its development. An approach that will be used is the generally accepted
principle of forming business model, Canvas template, which is a strategic template for understanding
the relation between key partners, key activities, customers and clients, key resources, value proposition
for customers in the form of products or services, relationships with customers, sales and distribution

channels, cost structure, income flow. Presented is an integrated model with main aspects that should be

covered when it comes to the Internet of things business model development, combining Canvas template,

inside organizational structure and ecosystem restrictions.

INTRODUCTION

In the media and literature is constantly cited forecasts that by 2020 billion devices will be connected to
the Internet (Gartner, 2015). This assumption makes the market of smart devices increasingly competi-
tive. Companies and start-ups are competing to become a leader in the smart tech sector. This led to the
new go to market strategies.
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The development of technology led to changes in business processes, where business models have
to adapt to the new agile way of doing business. The biggest changes are based on the introduction of
the Internet into all business processes, thus leading to mandatory online communication, data storage
on the cloud, as well as multiple networking business systems due to the need to develop products and
services based on the Internet of things. Combining different technologies leads to their overflow into
one another, thus losing a clear path for go to market strategy.

In traditional industries, with products that are not connected to the Internet, the process of placing
products on the market is the same whether it is a piece of clothing, food or any other product, setting
it on the shelf in a store is enough to reach consumers. The whole process of sale involved the single
activity and one-time interaction with customers. Product replacement happens when the product breaks
down and loses its functionality. The traditional approach to modeling business systems and creating the
business models does not apply to the Internet of things business models.

Internet of things, is a blend of hardware and software connected to the cloud, which significantly
changes the user experience services that the product provides. Business models in Internet of things
are based on keeping users on the same product with updating its functionalities. Products that are con-
nected to the Internet, the so-called smart devices, have hardware that is constantly active, easy to update
and expandable according to customer needs and market trends, providing many more possibilities for
establishing long-term relationships with customers.

High fixed costs make it difficult to enter to the market and to be competitive. This provides a greater
chance for more proven players to move to the IoT sector, because they are already supported by the
experience and have the thrust of users that can deliver quality product.

This chapter will foster the main aspects of influencing technology on business models, and the
authors aimed to analyze business models in Internet of things. Therefore, the chapter will start with an
introduction of business models and business models in Internet of things, their basis through literature
review. Main part of the chapter is preview of the business model Canvas applied in IoT and the overall
model with the advices for business model development in IoT. At the end of this chapter authors con-
cluded guidelines for IoT business models.

BACKGROUND

The market has become competitive for most products and services. As a result, the development of
the business model is necessary to be constantly monitored and to invest resources in it based on the
directions indicated by market analysis. Constant monitoring of the market and whether it is possible to
promote a product or service at a given time is a prerequisite for continuous business growth. The same
need for monitoring arises to the company as well, so that if there is a need for system changes it can be
effectively adapted to the new situation. Monitoring the competition and find differentiation in relation
to their offer is another step in the development of the business model.

Business model is a description of the value that company offers to customers including network
partners and company architecture that generate sustainable revenue streams (Osterwalder, Pigneur, &
Tucci, 2005). Business model can be described as the way in which the system creates, delivers and
captures value. Developing a business model is a cyclic process, continuous in time. The term business
model in literature interpreted differently. Various authors state that the business model is equal to the
company strategy, while others see the business model as another name for sale. As today sales and
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