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Integrate products with services
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[Felix Wortmann, guest lecture, 2022]



Business impact

3. Smart, connected product
2. Smart product
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1. Product

Porter, Michael E., and James E. Heppelmann. "How Smart, Connected Products Are Transforming Competition." Harvard Business Review 92, no.

Demand? Turned. Ordered!



For business there is no receipe...

1. IDEATE k. SCALE
What opportunities How do we
exist? grow?

WHAT HOW

Platform Business Platform Business Model
Model Innovation

2. DESIGN 3. MONETIZE 5. MANAGE
How do we How do we How do we
create value? capture value? manage?

https://www.iot-lab.ch/the-platform-navigator/

VALUE PROPOSITION &

l VALUE FLOW 'I



https://www.iot-lab.ch/the-platform-navigator/

Business model 1/2

What do we offer to the
customer?

Value
Proposition

How do we create the
value proposition?

What are our revenue
sources?

Revenue
Model

Revenue?

Who is our target
customer ?

Gassmann, O., Frankenberger, K., Csik, M.: Revolutionizing the Business Model. In: Management of the Fuzzy Front End
of Innovation, pp. 89-98. Springer International Publishing, Cham (2014)



Business model 1/2

Category Example Questions
Who? * Who are the customers?
* (How) can customers be segmented?
* What are the customers’ demographics/characteristics?
What? * What does the opportunity offer to customers?
* What is the value proposition / added value to customers?
* What (bundle of products and services) does the offering consist of?
How? * How is the value proposition built, enabled, and distributed?
* How will the processes and activities required to offer the products roughly
look?
* \What resources will be required?
* What ecosystem stakeholders will be required and how can they be
orchestrated? (see stakeholder network diagram)
Revenue s |5 the opportunity anticipated to be financially viable?

* How does the cost structure look?
* What are the applied revenue mechanisms?
* How can the value proposition be monetized?




Business network

Partner network = Customer network Competition
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My company My customers [J] My partners [l My competition

Gassmann et al. (2013); Gassmann, Oliver; Frankenberger, Karolin; Csik, Michaela: Geschaftsmodelle entwickeln: 55 innovative Konzepte mit
dem St. Galler Business Model Navigator, Hanser Verlag, 2013



Business patterns

lock-in

razor and blade
add-on

affiliation

barter

crowdfunding
crowsourcing
digitization

9. pay-per-use
10.fractional ownership
11.guaranteed availability
12.user-design

©NOOR LN =

Gassmann et al. (2013); Gassmann, Oliver; Frankenberger, Karolin; Csik, Michaela: Geschaftsmodelle entwickeln: 55 innovative Konzepte mit
dem St. Galler Business Model Navigator, Hanser Verlag, 2013



Lock-in

Gassmann et al. (2013); Gassmann, Oliver; Frankenberger, Karolin; Csik, Michaela: Geschéaftsmodelle entwickeln: 55 innovative Konzepte mit
dem St. Galler Business Model Navigator, Hanser Verlag, 2013



“Razor and Blade” model

The basic product is cheap, or given away for free. The
consumables that are needed to use or operate it, on
the other hand, are expensive and sold at high margins.

Standard Oil Hewlett-  Nestlé Apple
Company Gillette Packard Nespresso iPod/iTunes
(1870)  (1904)  (1084) (1986) (2003)

Mestlé Mestlé
Special.T BabwyMes
(2010) (2012)

ﬁ Lock-in
% Razor and
_ Blade
ﬁme g Direct Selling

Nestlé MNestlé Nestlé
Nespresso Special. T BabyNes
(1986) (2010) (2012

Source: Gassmann, Cslk and Frankenberger (2012) “Aus alt mach neu’, Harvard Business Manager, 2012

Gassmann et al. (2013); Gassmann, Oliver; Frankenberger, Karolin; Csik, Michaela: Geschéaftsmodelle entwickeln: 55 innovative Konzepte mit

dem St. Galler Business Model Navigator, Hanser Verlag, 2013



Add-on features

W/Veriﬁed by Ryanair )
Quick Controls
B Price Breakdown )
Suspension
. ) Lights
Flights L
Vienna to Malaga § Driving
Sat 14 Jan - 06:25-09:45 - FR1583
1 % Adult Value Fare €26.39
1 x Reserved Seat €13.00 &
1 x Fast Track €9.00 ®
1 x Priority & 2 Cabin Bags €14.00 ®
1 x 20kg check-in bag €26.49 @
1 x Bike Equipment €60.00 @

You do not pay government taxes

Products

1 % Insurance Plus (Including €18.99 ®
IPT)

Passengers W'

Upgrades

Swipe to subscribe

Total to pay €167.87




Affiliation
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A Affiliate

registers
purchase
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Transaction

Selling on Amazon

5 main steps for selling in Amazon.com

Upload Your Customers See Customers You Ship Amazon
Product Your Products Purchase Products to Transfers
Imventory on Amazon.com Your Products Customers Payment to You

Gassmann et al. (2013); Gassmann, Oliver; Frankenberger, Karolin; Csik, Michaela: Geschéaftsmodelle entwickeln: 55 innovative Konzepte mit

dem St. Galler Business Model Navigator, Hanser Verlag, 2013



Barter

Online _Pay with
shopper a Tweet

LY /

Reputation

Digital prr:ad\un:t y

Company

=» Community

Gassmann et al. (2013); Gassmann, Oliver; Frankenberger, Karolin; Csik, Michaela: Geschaftsmodelle entwickeln: 55 innovative Konzepte mit
dem St. Galler Business Model Navigator, Hanser Verlag, 2013



Crowdfunding

Funding and
reputation

Exposure
KICK- 2P
=~ STARTER
commission
Reward
SUBMIT CAMPAIGH CAMPAIGH FUNDING DEADLINE

PRODUCT DEVELOPMENT

CONCEPT DEVELOPMENT LAUNCH CAMPAIGN

VALUE CHAIN & SOURCING

PRODUCTION & ASSEMBLY

RingC-nn-Smart Ring

Smartest Wearable for You

TEST & CERT.

Gassmann et al. (2013); Gassmann, Oliver; Frankenberger, Karolin; Csik, Michaela: Geschaftsmodelle entwickeln: 55 innovative Konzepte mit

dem St. Galler Business Model Navigator, Hanser Verlag, 2013

RingConn Smart Ring:
Smartest Wearable for You

Sleep Quality | Stress Index | Heart Health | Skin
Temperature | Body Movements | IP68 Waterproof

~ RingConn
U 1Campaign | Wilmington, United States

€534,571 EUR 3,341 backers

11294% of €4,733 Flexible Goal 1ldays left

SEE OPTIONS < FoLLow Oy @

SHIPPING TO BACKERS



Crowdsourcing

Help Robots
Live Longer in
Space

Gassmann et al. (2013); Gassmann, Oliver; Frankenberger, Karolin; Csik, Michaela: Geschéaftsmodelle entwickeln: 55 innovative Konzepte mit
dem St. Galler Business Model Navigator, Hanser Verlag, 2013



Digitization

The loT enables four types of
revenue streams

Example
. Driver Assis-
Digital tance Add-On

Example
Physical Connected
Car

Product

Example
Connected
Car App

Example
Car
Rental

Service

loT is about maximizing overall
revenue — Example Philips Hue

PHILIPS

Digital
Physical
Hue -
€150 )

v

L

[Felix Wortmann, guest lecture, 2022]
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app
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loT as a driver of “...as-a-service”

Products
Product
sale
Service
revenue
| L

Sale Year1 Year2 Year...

[Felix Wortmann, guest lecture, 2022]

Sale

EaaS Solutions

Subscription
revenue

Year1 Year2 Year...



Pay-per-use

Gassmann et al. (2013); Gassmann, Oliver; Frankenberger, Karolin; Csik, Michaela: Geschéaftsmodelle entwickeln: 55 innovative Konzepte mit
dem St. Galler Business Model Navigator, Hanser Verlag, 2013



Fractional ownership

Shared usage -~ Shared ownership

US $5,000 us $5 000
A=
US $5, nnn ~ \ US $5,000

8 PR

US $5,000 ﬁ % @ é@ % US $5,000

US $30,000

Gassmann et al. (2013); Gassmann, Oliver; Frankenberger, Karolin; Csik, Michaela: Geschéaftsmodelle entwickeln: 55 innovative Konzepte mit
dem St. Galler Business Model Navigator, Hanser Verlag, 2013



Guaranteed Availability
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User-design

Idea and

- - = SUbMISSION f2g '
; of US $99 ‘ | '

1 Product idea

WHAT'S YOUR IDEA?

QUIRKY CREATES PRODUCTS INVENTED BY REAL PEOPLE
LIKE YOU!

Fill out our idea submission form for a chance to turn your idea into a real product!

SUBMITANIDEA —>

initiator : The '
30% profit : pam- .
— h
P : qulrlw.n:nm -
2 5s N ) |
I Supplier 3
Co-design emmmmmmlemeaasial .
STTTTTTTII T -, Co-desig I ¢  Productionwhen
J’ | — asign ' H
: Production designer : b= enough orders |
: and ! i Enabling technologies: |
. ' Part of the 30% ! .
' Design firm ,' .@ g . 3D-prnting, laser
) profit-based ‘ olc [
R contribution ., cuting, etc.
5 s
1-Idea
2 — Co-dsign
3 — Production
4 — Sales
5 — Commissions

Gassmann et al. (2013); Gassmann, Oliver; Frankenberger, Karolin; Csik, Michaela: Geschéaftsmodelle entwickeln: 55 innovative Konzepte mit
dem St. Galler Business Model Navigator, Hanser Verlag, 2013



What’s your model?

VALUE PROPOSITION &
~  VALUE FLOW




The Pitch
It’s about the opportunity

25| Florian Michahelles https://www.youtube.com/watch?v=Ng80fkkOSjg



https://www.youtube.com/watch?v=Ng80fkkOSjg

Final Presentations: The Pitch Structure iﬁ m
How does your product make the lives of your audience better?

Problem/Opportunity

» articulate the key problem or
opportunity your project tackles

Target group

» target user group for your smart
prop and explain why this group is
important

Value proposition

» unique value your smart product
provides in solving the problem

26| Florian Michahelles

Illustrate

» Visually represent key concepts,
processes, or components of your
project

Showcase smart prop

» Integrate a demo into the presentation

Envisioned Business model

» model or strategy, focusing on how it
will generate revenue and can be
sustainable

https://guykawasaki.com/the-only-10-slides-you-need-in-your-pitch/ e I b —



https://guykawasaki.com/the-only-10-slides-you-need-in-your-pitch/

Business Aspects
Questions?

What are your questions?

27| Florian Michahelles
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Final Presentations: Organization

» Submission of the slides beforehand
» January 21, 2025, until 23:59 h
» No changes allowed afterward!

» Final Presentations are given in class

» There will be two presentation days
» January 22, 2025, from 11:00 h (c.t.) to 13:00 h

» January 29, 2025, from 11:00 h (c.t.) to 13:00 h = 8

» Random assignment of presentation slots — be prepared and ready! 5(. *>

» Participation is mandatory! ' & 9’
@ ’0

29| Florian Michahelles
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