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The theory of Disruptive Innovation was introduced in 1995 by 
the Harvard Business School Professor Clayton M. Christensen, 
and has been called the most influential business idea of the 
early 21st century.

A troubling concern of the theory is that too many people who 
speak of “disruption” have not read a serious book or arti-
cles on the subject. Too frequently they use the term loosely 
to invoke the concept of innovation in support of whatever it 
is they wish to do. Many researchers, writers, and consultants 
use disruptive innovation to describe any situation in which the 
industry is shaken up and a previously successful incumbents 
stumble. But that’s much too broad usage.

The problem with conflating a disruptive innovation with any 
breakthrough that changes an industry’s competitive pattern 
is that different types of innovation require different strategic 
approaches. To put it another way, the lessons we’ve learned 
about succeeding as a disruptive innovator (or defending 
against a disruptive challenger) will not apply to every compa-
ny in a shifting market. Let’s explore the basic tenets of disrup-
tive innovation and examine how we can apply it to our busi-
ness —or if it is even applicable.

Introduction

Clayton M. Christensen
(1952-2020)
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Disruption describes a process whereby a smaller company 
with fewer resources is able to successfully challenge estab-
lished incumbent businesses.

Disruptive Innovation is a an innovation that creates a new 
market and value network and eventually displaces estab-
lished market-leading firms, products, and alliances.
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Disruptive
Innovation

Disruptive innovations tend to be produced by outsiders and 
entrepreneurs in startups, rather than existing market-leading 
companies. The business environment of market leaders does 
not allow them to pursue disruptive innovations when they first 
arise, because they are not profitable enough at first and be-
cause their development can take scarce resources away from 
sustaining innovations (which are needed to compete against 
current competition). Small teams are more likely to create dis-
ruptive innovations than large teams. A disruptive process can 
take longer to develop than by the conventional approach and 
the risk associated to it is higher than the other more incremen-
tal or evolutionary forms of innovations, but once it is deployed 
in the market, it achieves a much faster penetration and higher 
degree of impact on the established markets.
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Digital Innovation has been defined narrowly, focusing on the 
design process, and it is described by scholars as “the carrying 
out of new combinations of digital and physical components to 
produce novel products”, or “the creation of (and consequent 
change in) market offerings, business processes , or models 
that result from the use of digital technology”. Another interest-
ing definition is “a product, process or business model that is 
perceived as new, requires significant changes on the part of 
the adopters, and is embodied in or enable by IT”

Digital Innovation

Bicycle (Hochrad) von 1880. Rover (Niederrad) von 1886.

A 1880 penny-farthing (left), and a 1886 Rover safety bicycle 
(right) with gearing.

Not all innovations are disruptive, even if they are revolution-
ary. For example, the first automobiles in the late 19th centu-
ry were not disruptive innovation, because early automobiles 
were expensive luxury items that did not disrupt the market 
for horse-drawn vehicles. The market for transportation essen-
tially remained intact until the debut of the lowerpriced Ford 
Model T in 1908. The mass produced automobile was a disrup-
tive innovation, because it changed the transportation market, 
whereas the first thirty years of automobiles did not.
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This diagram contrasts product performance trajectories (the 
red lines showing how products or services improve over 
time) with customer demand trajectories (the blue lines show-
ing customers´willingness to pay for performance). As incum-
bent companies introduce higher-quality products or services 
(upper red line) to satisfy the high end of the market (where 
profitability is highest), they overshoot the needs of low-end 
customers and many mainstream customers. This leaves an 
opening for entrants to find footholds in the less-profitable 
segments that incumbents are neglecting. Entrants on a dis-
ruptive trajectory (lower red line) improve the performance 
of their offerings and move upmarket (where profitability is 
highest for them, too) and challenge the dominance of the 
dominance of the incumbents.

It is a process, not a product or service, that occurs from the 
nascent to the mainstream.
Originate in low-end (less demanding customers) or new mar-
ket (where none existed) footholds.
New firms don’t catch with mainstream customers until quality 
catches up with their standards.
Success is not a requirement, and some business can be dis-
ruptive but fail.
New firm’s business model differ significantly from incumbent.

What is (isn’t)
Disruptive Innovation

The Disruptive Innovation Model

Source Clayton M. Christensen, Michael Raynor, and Rory McDonald 
From What is disruptive innovation? December 2015
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smartphone market: It targeted the same customers coveted 
by incumbents, and its initial success is likely explained by 
product superiority. The iPhone’s subsequent growth is better 
explained by disruption —not of other smartphones but of the 
laptop as the primary access to the Internet. This was achieved 
not merely through product improvement but also through the 
introduction of a new business model.

A third common mistake is to focus on the results achieved —
to claim that a company is disruptive by virtue of its success. 
But success is not built into the definition of disruption: Not ev-
ery disruptive path lead to a triumph, and not every triumphant 
newcomer follows a disruptive path.

Some disruptive innovations 
succeed; some don’t.

Disruptive Innovation, describes a process by which a product 
or service takes root initially in simple applications at the bot-
tom of a market and then relentlessly moves up market, even-
tually displacing established competitors.

One high-profile example of using an innovative business 
model to effect a disruption is Apple’s iPhone. The product 
that Apple debuted in 2007 was a sustaining innovation in the 

Disruption is a process

Disrupters often build business 
models that are very different 
from those of incumbents.

The term DI is misleading when it is used to refer to a product 
or service at one fixed point, rather than to the evolution of that 
product or service over time. The first minicomputers were dis-
ruptive not merely because they were low-end upstarts when 
they appeared on the scene, nor because they were later her-
alded as superior to mainframes in many markets; they were 
disruptive by virtue of the path they followed from the fringe to 
the mainstream. Because disruption can take time, incumbents 
frequently overlook disrupters.
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The mantra “Disrupt or be disrupted” can misguide us. Incum-
bent companies do need to respond to disruption if it’s occur-
ring, but they should not overreact by dismantling a still-prof-
itable business. Instead, they should continue to strengthen 
relationships with customers by investing in sustaining innova-
tions. In addition, they can create a new division focused solely 
on the growth
opportunities that arise from the disruption. The existing re-
search suggests that the success of this new enterprise de-
pends in large part on keeping it separate from the core busi-
ness. That means that for some time, incumbents will find 
themselves managing two very different operations.

The mantra “Disrupt or be disrupted” 
can misguide us.
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Is Uber a disruptive 
innovation?
Having seen the DI Model, let’s consider Uber, the much-feted 
transportation company whose mobile App connects consum-
ers needing rides with drivers willing to take them (tap the App, 
get a ride). Founded in 2009 the company has enjoyed fantas-
tic growth (operating in hundreds of cities in 60 countries and 
still expanding), reaching a $78 billion evaluation (surpassing 
already the $75 billion evaluation of may 2019 -when it went 
public). It has also spawned a slew of imitators. Uber is clearly 
transforming the taxi business in the United States. But is it dis-
rupting the taxi business?

According to the theory, the answer is no. Uber’s financial and 
strategic achievement do not qualify the company as genuine 
disruptive 
—although the company is almost always described that way. 
Here are 2 reasons why the Lebel doesn’t fit.
Disruptive Innovation originate in low-end or new-market foot-
holds.
Disruptive Innovations are made possible because they get 
started in two types of markets that incumbents overlook. Low-
end footholds exist because incumbents typically try to pro-
vide their most profitable and demanding customers with ever 
improving products and services, and they pay less attention 
to less-demanding customers. In fact, incumbent’s offerings of-
ten overshoot the performance requirements of the latter. This 
opens the door to a disrupter focused (at first) on providing 
those low-end customers with a “good enough” product.

In the case of new-market footholds disrupters create a market 
where none existed. Put simply, they find a way to turn non con-
sumers into consumers. For example, in the early days of pho-
tocopying technology, Xerox targeted large corporations and 
charged high prices in order to provide the performance that 
those customers required. School librarians, bowling-league 
operators, and other small customers, priced out of the market, 
made do with carbon paper or mimeograph machines. Then in 
the late 1970s, new challengers introduced personal copiers, 
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offering affordable solution to individuals and small organisa-
tions —a an new market was created. From this relatively mod-
est beginning, personal photocopier makes gradually built a 
major position in the mainstream photocopier market that Xe-
rox valued.

A disruptive innovation, by definition, starts from one of those 
footholds. But Uber did not originate in either one. It is difficult to 
claim the the company found a low-end opportunity: that would 
have meant taxi service providers had overshot the needs of a 
material number of customers by making cabs too plentiful, too 
easy to use, and too clean. Neither did Uber primarily targeted 
non-consumers —people who found the existing

alternatives so expensive  or inconvenient that they took public 
transportation or drove themselves instead: Uber was launched 
in San Francisco (a well-served taxi market), and Uber’s custom-
ers were generally people already in the habit of hiring rides.
Uber has quite arguably been increasing total demand —that’s 
what happens when you develop a better, less-expensive solu-
tion to a widespread customer need. But disrupters start by ap-
pealing to low-end or unserved consumers and then migrate to 
the mainstream market. Uber has gone in exactly the opposite 
direction: building a position in the mainstream market first and 
subsequently appealing to historically overlooked segments.

• Disruptive Innovations don’t catch on with mainstream cus-
tomers until quality catches up to their standards.

• Disruption theory differentiates disruptive innovations from 
what are called “sustaining innovations”. The latter make good 
products better in the eyes of an incumbent’s existing custom-
ers: the fifth blade in a razor, the clearer TV picture, better mo-
bile phone reception. These improvements can be incremental 
advances or major breakthroughs, but they all enable firms to 
sell more products to their most profitable customers.

• Disruptive Innovations, on the other hand, are initially consid-
ered inferior by most of an incumbent’s customers. Typically, 
customers are not willing to switch to the new offering merely 
because it is less expensive. Instead, they wait until its quality 
rises enough to satisfy them. Once that’s happened, they adopt 
the new product and happily accept its lower price. (This is how 
disruption prices down in a a market).
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As the example of Uber shows, identifying true disruptive inno-
vation is tricky. Yet even executives with a good understanding 
of disruption theory tent do forget some of its subtler aspects 
when making strategic decisions.

Most of the elements of Uber’s strategy seem to be sustaining 
innovations. Uber’s service has rarely been described as inferi-
or to existing taxis: in fact, many would say it is better. Booking 
passengers can rate their rides afterward, which helps ensure 
high standards. Furthermore, Uber delivers service reliably and 
punctually, and it pricing is usually competitive with (or lower 
than) that of the established taxi services. And as is typical 
when incumbents face threats from sustaining innovations, 
many of the taxi companies are motivated to respond. They 
are deploying competitive technologies, such as hailing apps, 
and contesting the legality of some of Uber’s services.

You might still be wondering, Why does it matter what words 
we use to describe Uber? The company has certainly thrown 
the taxi industry into disarray: Isn’t that “disruptive” enough? 
No. Applying a theory correctly is essential to realising its ben-
efits. For example, small competitors that nibble away at the 
periphery of your business very likely should be ignored —un-
less they are on a disruptive trajectory, in which case they are a 
potentially mortal threat. And both of those challenges are fun-
damentally different from efforts by competitors to woo your 
bread-n-butter customers.

Why getting it right matters

When new technology arises, 
disruption theory can guide 
strategic choices
Uber’s strong performance therefore warrants explanation. Ac-
cording to disruption theory, Uber is an outlier, and we do not 
have a universal way to account for such atypical outcomes. In 
Uber’s case, it is clear that the regulated nature of the taxi busi-
ness is a large part of the answer. Market entry and prices are 
closely controlled in many jurisdictions. Consequently, taxi com-
panies have rarely innovated. Individual drivers have few ways 
to innovate, except to defect to Uber. So Uber is in a unique 
situation relative to taxis: It can offer better quality and the com-
petition will find it hard to respond, at least in the short term.
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Existing Market

Customer is believable

Market is predictable

Traditional business methods are sufficient

Innovation improves performance, lower cost,
incremental changes
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New Market

Customer doesn´t know

Market is unpredictable

Traditional business methods fail

Innovation is dramatic and game changing

Disruptive InnovationSustaining Innovation

Re-Segmented
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Some excerpts from the document

“When digital disruption strikes:
  how can incumbents respond?”

By Capgemini Consulting. (You can find the document online).

These are uncertain and challenging times for traditional orga-
nizations across every industry. The digital economy is turning 
the traditional rules of the game upside down, as a scan of 
business press headlines illustrates. “Since 2000, 52% of com-
panies in the Fortune 500 have either gone bankrupt, been 
acquired or ceased to exist”. “Uber Valued at $40 Billion in 
$1.2 Billion Equity Funding.” “Is Silicon Valley the Future of Fi-
nance?” “How Bitcoin can and will disrupt the financial system.” 
This small sample of recent press headlines reveals why the 
leaders of traditional organizations might feel a strong sense 
of disquiet.

Disruption can happen at any time, in any sector, and its effect 
on traditional organizations can be fundamental.

While there are several reasons for companies vanishing 
from the radar or going bankrupt, technology disruptions 
are playing a big part in amplifying this development.

The Capgemini document is written from the point of view 
of the incumbents.
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Digital innovation is shaking the core 
of every industry and incumbents are 
struggling to respond.

In most organizations, decision cycles 
lag technology cycles.

Three quarter of incumbents responded 
late to digital disruptions.

As the world increasingly becomes 
software-driven, competitors will 
emerge from adjacent industries 
rather than just the “home” industry 
of the incumbent.

Incumbents need to constantly revisit 
their business model to ensure it is 
not outdated.
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The current wave of disruption is different. Today´s digital technologies are comparable to the in-
troduction of commercial electric power in the early 20th century. During the next few years, the 
techonologies associated with the current wave - including artificial intelligence, cloud comput-
ing, online interface design, the internet of things, industry 4.0, cyberwarfare, robotics, and data 
analytics - will advance and amplify one another´s impact. Products and processes will routinely 
learn from their surroundings; markets will converge to an unprecedented extent. 
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Waves of Digital Disruption
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The revolutionary digital technologies are telling us that the 
pace of change can have different velocities but it cannot 
be stopped. Disruption will, eventually, reach its destination. 
This was the essence of Christensen´s original argument: 
that the disruptive innovation is at first applied to a small, 
unattractive niche, and it seems easy to ignore. Gradually it 
matures, improves in quality, and then switches over to the 
mainstream. In the early stages of its advance, it will seem 
to many people as though nothing is happening. By the 
time the shift is felt, it will seem sudden, and it will continue 
changing the world.

3 important characteristics of Disruptors (we´ll see next)

1. Significant Lower cost.
2. Better use of assets.
3. A more effective approach to customer demand.
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Nearly every major disruption lowers prices dramatically —of-
ten in ways that startle conventional industry observers. The 
personal computer is a classic example; it brought to a desktop 
computer power that had previously cost hundreds of thou-
sands of dollars. There is always a market for the same or bet-
ter offering at a premium price. Moreover, even disruptions that 
seem more expensive at first glance, such as the iPhone, often 
turn out to offer cost benefits. For many of its users, the iPhone 
eliminated the need to buy landline phones, music players, 

cameras, calculators, portable organisers, electronic calen-
dars, alarm clocks, televisions, and (for many owners) comput-
ers. The phone incorporated and regularly upgraded all these 
functions without any additional cost.
Truly disruptive companies don’t just lower prices on a case-
by-case basis. They maintain a reputation for what is known as 
“everyday low prices”: such consistent cost savings that they 
don’t have to be monitored. Customers become deeply loyal 
if they feel they can trust a company’s low price commitment; 
if the company loses their trust by letting prices drift upward, 
it will lose its value proposition. Amazon has on occasion cut 
prices on goods from third-party sellers, while still paying them 
the same amount per item, to keep its value-price reputation 
intact.
Digital Technology enables price cuts because, when applied 
strategically and innovatively, it reduces operational costs in a 
continuous way. For example, 3D printing has cut prototyping 
costs considerably in R&D, and appears likely to do the same 
for inventory costs related to storing components.

1. Nearly every major disruption
Lowers prices dramatically.
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2. Better use of assets. 
Digital technology allows companies to do more with assets 
that were under-utilised before, or to find opportunities that 
others didn’t see. This drives scale, and scale drives profitabil-
ity. For example, companies like Zipcar offer temporary cars 
with much less friction than conventional car rental companies, 
because they can locate cars and track their usage far more 
easily. Similarly, cloud computing, represents a more efficient 
use of networked processor time than on-premise storage. An-
other asset is employee time, which can be used more pro-
ductively with flexible hours, job-sharing arrangements, and 
remote-work opportunities —which are easier to arrange en 

masse with digital tracking. Ride-sharing services combine sev-
eral underused assets, including the cars, the driver’s skill, and 
the time that drivers would otherwise spend seeking fares and 
managing bill procedures. 

Making better use of assets may require new approaches to 
regulations and governance structures that incumbent compa-
nies have internalised, and that affect how they operate. For 
instance, rid-sharing services entered many cities by finding 
a model that navigated among medallion-based taxi compa-
nies, which are typically highly regulated; car services, which 
are less restricted; and privately owned vehicles, which are un-
der-utilised. Regulations are often designed to protect estab-
lished assets (in this case, taxi medallions and permits); finding 
permissible ways to circumvent them gives the new disruptive 
business model a chance to grow. By the time the regulators 
have caught up to it, as with ride-sharing services, the disrup-
tive model is often too popular to supplant.

The reliance on assets also helps to explain why some com-
panies hold on for so long to their old business model. For 
example, consider those retail chains that are over invested 
in real estate locations for their brick-and-mortar stores, which 
no longer return the investment required to keep them up to 
date. It takes time to sell then at a profit. In the meantime, as 
long as the assets must be maintained, the retail chain will be 
under pressure to lower those maintenance costs, even if it 
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means the quality of the customer experience suffers. When 
a struggling retail chain can’t close unprofitable stores, those 
outlets visibly deteriorate, which drives customers away from 
the brand.

Netflix created value with all three drivers of digital disruption. 
It lowered cost, especially when factoring in the cost of Block-
buster’s late fees. Through its fluency in analytics, it found new 
ways to attract consumer demand. Its streaming made use of 
personal computers, tablets, smartphones, and Internet infra-
structure, all assets that consumers had already paid for. More-
over, because the Netflix model was based on the Internet, it 
bypassed regulations that covered broadcast and cable TV. 
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3. A more effective approach 
to customer demand
Disruptive business models generally find a new approach 
to meeting customer demand, one that adds convenience or 
provides value. Amazon supplanted other online retailers not 
just through lower prices, but by combining them with a signifi-
cantly more convenient and engaging interface. Because most 
people are reluctant to change their habits, a true disruption 
will often take a fairly long time, even after early adopters ex-
press their enthusiasm. The new system must be not just de-
sired, but trusted.
For example, the automated teller machine, introduced in 1967, 
became commonplace in the 1980s. Event at that early stage, it 
was clear it would be a disruptive digital technology, providing 
unprecedented convenience and giving people access to their 
cash and accounts they had never had before. But it wasn’t 
until the mid-1990s that the ATM was accepted by most bank 
customers. Before that, many people preferred live tellers; they 
weren’t sure their deposits would be properly credited. There 
is a similar delay today with the adoption of cloud computing.  
Many companies still rely on their on-premises data centres, in 
part because some critical features, such as cybersecurity, are 
considering to be still evolving. 



D
is

ru
pt

io
n

NETFLIX a case study
When Reed Hasting and Marc Randolph founded Netflix, in 
1997, competed against Blockbusters Video, a brick-and-mortar 
retailer that led the video rentals market in the United States, 
with a large chain of neighborhood stores. By sending its DVDs 
out by mail and not requiring return by a specified date, Net-
flix reduced customer costs and eliminated a major source of 
irritation —and significantly reduced Blockbuster’s advantage. 
Its business model, which substituted a monthly subscription 
fee for individual rental fees, added to its customer appeal. So 
did its initial foray into Amazon-style customer data gathering; 
based on the types of movies customers rented, Netflix would 
recommend others that would probably appeal to them.
At first, Blockbuster seemed immune to the threat; it lost only a 
small percentage of its overall revenues to Netflix’s disruption. 
But because of the fixed cost of brick-and-mortar stores, those 
revenue losses ate into store-by-store profitability. Before the 
disruption, nearly all of the Blockbuster stores covered the cost 
of capital with profits. After disruption, only about half of them 
could do so.
In the second episode, which began in 2007, Netflix disrupted 
its own business (and killed the rest of Blockbuster’s) by intro-
ducing streaming video on demand. Blockbuster responded by 
introducing new revenue sources (such as selling popcorn and 
candy), but it continued to decline, filed for bankruptcy in 2010, 
and never recovered. Within a few years, the vast majority of 
Netflix’s consumers had shifted to streaming. The company was 
now competing not just with DVD rentals, but with cable televi-

sion, which adapted with video-on-demand services of its own. 
Moreover, Netflix continually refined its analytic capabilities, 
offering more fine-grained recommendations which consum-
ers could explore more quickly with the flexibility of streaming. 
This analytic capability fed naturally into the creation of original 
content, which began with House of Cards in 2013 and has 
expanded to more than 350 original series released in 2017. 
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Hastings, a software entrepreneur, intended —from the start, 
to get into content production, because he saw the business 
value. He even told Inc. Magazine in 2005: “our focus is on be-
coming a company like HBO that transforms the entertainment 
industry”. The lesson for other companies is that a precise view 
of digital disruption in our industry can clarify our strategy by 
showing us not only the challenges demanding our response, 
but the opportunities that others don’t yet see.
In both episodes (DVD delivery and creation of original con-
tent), Netflix rode the wave of disruption taking advantage of 3 
factors that accelerated the change. These 3 factors can pro-
vide similar opportunities in our own industry and they have 
already being described in the previous pages:
1. Significant lower cost.
2. Better use of assets.
3. A more effective approach to customer demand.
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The anatomy of
digital disruptions.

The growth pattern of digital disruption shows why it seems 
so much more sudden than it is. For several years, the mar-
ket share of the new business model builds slowly. During that 
time, the old model also grows, albeit more slowly. Suddenly, 
the system reaches a tipping point. Market share quickly shifts 
from the old model to the new, and the incumbent companies 
bound to the old model can no longer operate as profitably. 
This can happen multiple times in the same industry, as it did 
with Netflix; after about five years, the company disrupted 
Blockbuster Video’s business model with Internet-based or-
dering and postal shipping of DVDs; after another five years, it 
disrupted its own business model with streaming.



Netflix was going through a rough financial patch and running 
out of money. So, Reed Hastings and Marc Randolph, the co-
founders, asked John Antioco, the Blockbuster’s CEO, for a 
meeting. After tireless requests and many months of waiting, 
they received a phone call telling them the CEO would see 
them the next morning at 11:30 am at Blockbuster’s headquar-
ters in Dallas, Texas. The problem: Hastings and Randolph were 
in rural California and they had less than 12 hours to make it to 
the meeting. With no other choice, they had to spend $20,000, 
they really couldn’t spend, to charter a plane leaving California 
at 5am. They made it to the headquarters were everything was 
in place to impress “his loafers probably cost more than my 
car” wrote Randolph referring to CEO John Antioco’s loafers.  
At the meeting Hasting quickly went over Netflix’s strength and 
noted that there were areas where Blockbuster could benefit 

from Netflix’s market position and expertise. “We should join 
forces. We will run the online part to the combined business 
and you will focus on the stores. We will find the synergies that 
come from the combination, and it will truly be a case of the 
whole being greater than the sum of its parts.”. 
Antioco’s response is probably very high in the list of “things 
I wish I had never said”, when he replied saying that Netflix 
was a business model similar to every other online business: 
“no sustainable and would never make money”. The Netflix 
executives discussed the issue and finally Ed Stead —General 
Counsel of Blockbuster, asked directly: “if we were to buy you, 
what were you thinking? I mean, a number” “Fifty million,” Hast-
ings said. According to Randolph, he observed Antioco “who 
was struggling not to laugh”. 

Needless to say, Blockbuster didn’t accept Netflix’s offer or 
even made a serious counter-offer. The meeting went down 
pretty quickly and that was the end of the relationship between 
the 2 companies. And the rest if history. Blockbuster filed for 
bankruptcy protection in 2010. The last corporate store closed 
in 2014, while one final Blockbuster franchise store remains 
open in Bend, Oregon, and it bills itself as a place for those 
who wish to revisit the bygone days when you had to remind 
yourself to rewind the VHS tape and return it in time to avoid 
a late fee.
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A short story of disruption
Or how a meeting on september 2000 cost blockbuster its future.



The story is one more tale of a scrappy startup disruptor mortal-
ly wounding a long established industry, but there’s also an im-
portant business lesson and this is it: Never, ever be arrogant.  
Even if the person sitting in front of you has said something that 
seems absurd, even if it makes you want to laugh, pause for a 
moment and give it your serious consideration.
If only Antioco had done that, the meeting might have ended 
differently. Blockbuster could have made a lower offer for Net-
flix, which the founders might have accepted, given their shaky 
finances. Or, the two companies could have worked out some 
sort of partnership that could have given Blockbuster the ben-
efit of Netflix’s online expertise without Blockbuster actually 
buying Netflix. If Antioco and Stead had considered any of this, 
history could have turned out very differently for Blockbuster 
and its 25,000 employees.
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Some examples of
Disruptive Innovation
(just a dozen)
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Category:

Traditional, for-profit encyclopaedias with articles written by 
paid experts have been displaced by Wikipedia, an online en-
cyclopaedia which is written and edited by volunteer editors. 
Former market leader Encyclopaedia Britannica ended its print 
production after 244 years in 2012. Britannica’s price of over 
$1,000, its physical size of over 45 kilograms, its number of 
articles —about 12,000; and its update cycles lasting a year or 
longer made it unable to compete with Wikipedia, which pro-
vides free, online access to over 6 million articles with most of 
them updated more frequently.
Wikipedia not only disrupted printed paper encyclopaedias; 
it also disrupted digital encyclopaedias. Microsoft’s Encarta, a 
1993 entry into professionally edited digital encyclopaedias, 
was once a major rival to Britannica but was discontinued in 
2009. Wikipedia’s free access, online accessibility on comput-
ers and smartphones, unlimited size and instant updates are 
some of the challenges faced by for-profit competition in the 
encyclopaedia market.

Disruptive innovation:

Market disrupted by:

Notes:

Academia

Wikipedia

Traditional encyclopaedias
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Category:

When Western Union declined purchase Alexander Graham 
Bell’s telephone patents for $100,000, the highest-profit mar-
ket was long-distance telegraphy. Telephones were only useful 
at that time for very local calls. Short-distance telegraphy barely 
existed as a market segment, which explains Western Union’s 
decision to not enter the emerging telephone market. Howev-
er, telephones quickly displaced telegraphs, as telephones of-
fered much greater communication capacity than telegraphs.

Disruptive innovation:

Market disrupted by:

Notes:

Communication

Telephony

Telegraphy

Category:

Minicomputers were originally presented as an inexpensive al-
ternative to mainframes and mainframe manufacturers did not 
consider them a serious threat in their market. Eventually, the 
market for minicomputers (led by Seymor Cray —daisy chaining 
his mini-supercomputers) became much larger than the market 
for mainframes.

Disruptive innovation:

Market disrupted by:

Notes:

Computer hardware

Minicomputers

Mainframes
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Category:

The floppy disk drive market has had unusually large changes 
in market share over the past fifty years. According to Clay-
ton M. Christensen’s research, the cause of this instability was 
a repeating pattern of disruptive innovations. For example, in 
1981, the old 8 inch drives (used in minicomputers) were “vastly 
superior” to the new 5.25 inch drives (used in desktop com-
puters). However, 8 inch drives were not affordable for the 
new desktop machines. The simple 5.25 inch drive, assembled 
from technologically inferior “off-the-shelf” components, was 
an “innovation” only in the sense that it was new. However, as 
this market grew and the drives improved, the companies that 
manufactured them eventually triumphed while many of the ex-
isting manufacturers of eight inch drives fell behind.

Disruptive innovation:

Market disrupted by:

Notes:

Data storage

3.5 inch floppy disk drive, 5.25 inch floppy disk drive, 8 inch 
floppy disk drive, CDs and USB flash drives.

5.25 inch floppy disk drive, 8 inch floppy disk drive, 14 inch 
hard disk drive, Bernoulli drive and Zip drive.
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Category:

Vacuum tubes were the dominant electronic technology up 
until the 1950s. The first transistor was invented by Bell Labs 
in 1947, but was initially overlooked by radio companies such 
as RCA up until the mid-1950s. When Sony successfully com-
mercialised the technology with the pocket transistor radio, 
leading to transistors replacing vacuum tubes as the dominant 
electronic technology by the late 1950s.

Disruptive innovation:

Market disrupted by:

Notes:

Electronics

Transistor

Vacuum tube

Category:

Up until the late 1950s, germanium was the dominant semicon-
ductor material for semiconductor devices, as it was capable 
of the highest performance up until then. In the late 1950s, Mo-
hamed M. Atalla developed the process of silicon surface pas-
sivation by thermal oxidation at Bell Labs. This enabled silicon 
to surpass the conductivity and performance of germanium, 
and let do silicon replacing germanium as the dominant super-
conductor material, paving the way for the silicon revolution.

Disruptive innovation:

Market disrupted by:

Notes:

Silicon

Germanium

Mainframes
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Category:

Bakelite and other early plastics had very limited use —their 
main advantages were electric insulation and low cost. New 
forms of plastic had advantages such as transparency, elas-
ticity and combustibility. In the early 21st century, plastics can 
be used for many household items previously made of metal, 
wood and glass.

Disruptive innovation:

Market disrupted by:

Notes:

Manufacturing

Plastic

Metal, wood, glass, etc.

Category:

In the 1990s, the music industry phased out the vinyl record sin-
gle, leaving consumers with no means to purchase individual 
songs. This market was initially filled by illegal peer-to-peer file 
sharing technologies, and then by online retailers such as the 
iTunes Store and amazon.com. the low end disruption even-
tually undermined the sales of physical, high-cost recordings 
such as records, tapes and CDs

Disruptive innovation:

Market disrupted by:

Notes:

Music and video

Downloadable Digital Media

CDs, DVDs
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Category:

Early digital cameras suffered from low picture quality and res-
olution and long shutter lag. Quality and resolution are no lon-
ger major issues in the 2020s and shutter lag issues have been 
largely resolved. The convenience of small memory cards and 
portable hard drives that hold hundreds or thousands of pic-
tures, as well as the lack of the need to develop these pictures, 
also helped make digital cameras the market leader. Digital 
cameras have a high power consumption (but several light-
weight battery packs can provide enough power for thousands 
of pictures). Cameras for classic photography are stand-alone 
devices. In the same manner, high-resolution digital video re-
cording has replaced film stock, except for high-budget motion 
pictures and fine art. The rise of digital cameras led Eastman 
Kodak, one of the larges camera companies for decades, to 
declare bankruptcy in 2012. Despite inventing one of the first 
digital cameras in 1975, Kodak remained invested in traditional 
film until much later.

Disruptive innovation:

Market disrupted by:

Notes:

Photography

Digital photography

Chemical photography
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Category:

The typewriter has been replaced with word processing soft-
ware that has a wealth of functionality to stylise, copy and facil-
itate document production.

Disruptive innovation:

Market disrupted by:

Notes:

Publishing

Word processing

Typewriter

Category:

Offset printing has a high overhead cost, but very low unit cost 
compared to computer printers, and superior quality. But as 
printers, especially laser printers, have improved in speed and 
quality, they have become increasingly useful for creating doc-
uments in limited issues

Disruptive innovation:

Market disrupted by:

Notes:

Computer printers

Offset printing

CDs, DVDs
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Category:

In almost every market where high speed rail with journey times 
of two hours or less was introduced in competition with an air 
service, the air service was either greatly reduced with a few 
years or ceased entirely. Even in markets with longer rail travel 
times, airlines have reduced the number of flights  on offer and 
passenger numbers have gone down. Examples include the 
Barcelona-Madrid high speed railway, the Cologne-Frankfurt 
high speed railway (where no direct flights were available as 
of 2016) or the Paris-London connection after the opening of 
His Speed 1. For medium distance trips, like between Beijing 
& Shanghai, the high sped rail and airlines often end up in ex-
tremely still competition.

Disruptive innovation:

Market disrupted by:

Notes:

Transportation

High speed rail

Short-distance flights



Digital Transformation
Open borders

Disruptive Technologies
E-Commerce

Smart City Tech
Artificial Intelligence

Free Trade
Wealth Management

Circular Economy

$ 100 Trillion
$ 78 Trillion

$ 14-33 trillion
$ 22 Trillion
$ 20 Trillion
$ 15.7 Trillion
$ 11 Trillion
$ 22 Trillion
$ 4.5 Trillion

Global
Global
Global

Developing Countries
Global
Global
Global
Global
Global

IDEA VALUE SCOPE
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Potential opportunities on the unknown 
of digital disruption
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Conclusion
The current wave of disruption is different. Today’s digital 
technologies are comparable to the introduction of commer-
cial electric power in the early 20th century. During the next 
few years, the technologies associated with the current wave 
—including artificial intelligence, cloud computing, online in-
terface design, the Internet of Things, Industry 4.0, cyberwar-
fare, robotics, and data analytics —will advance and amplify 
one another’s impact. Products and processes will routinely 
learn from their surroundings; markets will converge to an 
unprecedented extent.

The previous paragraph (taken from this pamphlet by the way) 
is hinting to something seemingly obvious: we are facing a nev-
er seen before global transformation. We are moving to the 
Digital Unknown. If someone is able to jump 20 years ahead 
in time —to 2040 to say something, that person would not be 
able to recognize the world anymore. As simple as that. COMO 
Global is an active agent of the current disruptive innovation 
and the transformation of the world. We need you to join our 
journey and trust the power of our leadership.

Thank you.



Welcome to COMO Digital Notebook #2 written and published
by a joint effort of our CEO and the Communication Department.

The Notebooks will be published on a monthly basis (if we can 
find that feasible), to promote information and knowledge on 
digital issues for the COMO family. If you have any suggestions 
for future topics or any comments, please feel free to let us know:
a.nickel@comoglobal.com and/or c.corea-lacayo@comoglobal.com
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