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RAI REPORT: “The Internet of Things:” The Next Trillion Dollar Industry

One of the hottest and most talked about trends going into the future right now relates to what
is called the Internet of Things, or loT for short. It may sound like another millennial-era
buzzword, but its possibilities are astounding. By the end of this decade, the 2010s, IoT is
predicted to be a one trillion dollar industry. You do not hear a number that high related to new
business every day, so what exactly is loT? With technology and personal property becoming
more and more digitized, the predictable pathways of information are changing: the physical
world itself is becoming a type of information system. Within loT, sensors and actuators
embedded in physical objects—from roadways to a person’s pacemaker—are linked through
wired and wireless networks, often using the same Internet Protocol (IP) that connects people
to the Internet. These networks churn out huge volumes of data that flow to computers for
analysis. When objects can both sense the environment and communicate, they become tools
for understanding complexity and responding to it swiftly. What is equal parts revolutionary
and scary in all of this is that these physical information systems are now beginning to be
deployed, and some of them even work, largely without human intervention.

How to monetize loT is what has turned this thought-provoking idea into the potential
goldmine that many in the industry believe it will be, but it has always been the major issue
with the technological development. Knowing how often or intensively a product is used can
create additional options—usage fees rather than outright sale, for example, as it is able to, for
example, track when and where someone is using wi-fi throughout a city. Manufacturing
processes studded with a multitude of sensors can be controlled more precisely, raising
efficiency. And when operating environments are monitored continuously for hazards or when
objects can take corrective action to avoid damage, risks and costs diminish. Companies that
take advantage of these capabilities stand to gain against competitors that do not to for the
simple economic principal of delivering options.

According to Forbes, there will be 6 major industry sectors that will benefit the most from the
introduction of 1oT: Home Improvement, Office Supply, Consumer Electronics, Online Retailers,
Big box general retailers, and Telecommunication Providers.

Home improvement: To succeed in consumer loT, these chains will have to expand an loT-
friendly brand to attract renters and urban shoppers, however this should be a lot easier to
tackle going forward as much of that infrastructure is firmly in place.

Office supply: Staples Connect is a smart home solution that includes a hub, app and connected
devices and seems to be the path that many different retail chains of similar branding will take.

Consumer electronics: Best Buy has recently rolled out, “Peq,” a cloud-based hub that requires
a monthly fee. Branded sensors and paraphernalia suggest a strategy to gain and retain users



via proprietary systems. This model is consistent with Best Buy’s approach of marketing mid
and high-end turnkey products (e.g. out-of-the-box home theater systems).

Online retailers: Search, comparison, reviews, and research are all benefits of online retailers
like Amazon. On the other hand, the demise of brick and mortar competition is greatly
exaggerated. Devices like tablets and e-readers can be used as other points-of-sale

Big box general retailers: The lack of smart product news out of Target and Wal-Mart isn’t
surprising. Competition is driven by high volume and low cost—not defining qualities of the
nascent loT market. While these retailers frequently do lead the adoption of smart, connected
technology behind the counter—particularly in distribution and fulfillment (e.g. ship-to-store),
it’s a safe bet that we shouldn’t expect big box retailers to corner the market on smart products.

Telecommunications providers: Telecoms have a huge advantage over the previously
mentioned retailers—hardware capable of supporting smart products is already in many homes
as well as many major cities, so the application of loT to existing product lines is easily done.

The Internet of Things has great promise, yet business, policy, and technical challenges must be
tackled before these systems are widely embraced. Early adopters will need to prove that the
new sensor-driven business models create superior value. Industry groups and government
regulators should study rules on data privacy and data security, particularly for uses that touch
on sensitive consumer information. Legal liability frameworks for the bad decisions of
automated systems will have to be established by governments, companies, and risk analysts,
in consort with insurers (this aspect heavily adds to the valuation of the industry). On the
technological side, the cost of sensors and actuators must fall to levels that will spark
widespread use. Networking technologies and the standards that support them must evolve to
the point where data can flow freely among sensors, computers, and actuators. Software to
aggregate and analyze data, as well as graphic display techniques, must improve to the point
where huge volumes of data can be absorbed by human decision makers or synthesized to
guide automated systems more appropriately.
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