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A business model describes the methods or means by which an organization or company gears to get profits or some value from its business. There are various factors either external or internal which helps in establishing a good business model. The role of these factors is to ensure high product innovation and business process innovation in a company is realized. One of the external factors that affect the business model is demand. Demand affects innovation activities in business. Schmookler, a researcher, views that demand determines the rate and activities of an invention because each rational company that aims at making a profit is responsive to economic stimuli (Schmookler, 1966). In essence, the argument is that market pulls innovation. It impacts both process and product innovation. These two are important when designing an innovation policy by the impact they create in the business.  Benefits that innovation activities bring are proportional to the size of the market. In general, demand plays a crucial role in successfully exploiting new ideas which are important to a business being able to improve its processes, display new and improved products and services to market, improved efficiency and most fundamental improve the profitability of the business.
Business Model Innovation describes the development of new, unique concepts aimed at supporting an organization's financial viability, including the mission of the organization, and all processes geared towards making the concepts yield results. The main goal of these innovations is to ensure that a company gets new revenue sources by improving the value of products and how they are delivered to customers. Business model innovations in the recent past have been rampant due to the technological advancements in the modern society. They have taken this advantage to make fundamental changes to some of the key strategic decisions under which the organization operates. This realization is true especially to companies offering manufacturing services where the impact created due to improvements in transport and communication technology has been positive for them. The types of innovation include product, process and business model. Product innovation can be realized in different ways:  an improvement of the performance of the existing product, such as increase of the resolution of cameras on many new phones in the market; a new feature introduced to an existing product, such as power windows to a car; and development of a new product, such apple introduction of other services like the iTunes and iPods to the market. Process innovation is the combination of skills, facilities, and technology used to produce, deliver and support a product or provide a service. One of the famous examples of process innovation is the invention of the world's first moving assembly line. This process simplified vehicle assembly and shortened the time to produce a single vehicle. Business model innovation involves the way a product is brought to the market. Examples of this innovation include the rising of Uber and Spotify in the market. They have been able to modify their traditional business model into the modern society to fit in the market.
Business model innovation can be done in various ways. It can include realignment of a company's business model which means the total change in all dimensions. It can also imply inventing a new way of doing business with the main purpose of providing an increased value that is beneficial to the company, the customers, and the stakeholders. A company that decides to change its whole model faces a high risk and uncertainty because this innovation should be a different one compared to the present one (Chesbrough, 2010). Another challenge is that this company has to invest time, resources and efforts to design a business model they think would be effective. Also, these companies sometimes lack the capabilities to pursue a change in their proposed reformation of the business. They may lack the resources they need to accomplish the task ahead
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