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Performance

Sustaining and Disruptive

Incumbents nearly always win

Innovations
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Disruptive Innovations create asymmetric competition
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Disruption in business models has been the dominant historical
mechanism for making things more affordable and accessible.

Yesterday

A Ford

A Dept. Stores

A Digital Equipment
A Delta

A State universities
A Xerox

A IBM

A Cullinet

A AT&T

A General hospitals
A Sony DiskMan
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Today Tomorrow

A Toyota A Chery

A Wal-Mart A Internet retail
A Dell A RIM Blackberry

A Southwest Airlines A Air taxis
A Commun. Colleges A Online colleges

A Canon A Zink

A Microsoft A Linux

A Oracle A Salesforce.com
A Cingular A Skype

A Ambulatory clinics A Doct or s o
A Apple iPod A Cell Phones
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Different measure
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Of Performance

Three Enablers of Disruption

Performance

v

2. Business modé
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Innovation
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What Is a business model, and how is it built?

PROFIT FORMULA:

Assets & fixed cost structure, P

and the margins & velocity
required to cover them

THE VALUE PROPOSITION:

A product that helps
customers do more effectivel
conveniently & affordably a
job theyodove b

PROCESSES

Ways of working together to
address recurrent tasks in a
consistent way: training,
development, manufacturing,
budgeting, planning, etc.

RESOURCES:

People, technology, products
facilities, equipment, brands,
and cash that are required to
deliver this value proposition
to the targeted customers
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Expensive failure always results when disruption is framed in
technological rather than business model terms.
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Disruption occurs at the level

of systems, not companies
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Powerful monopolies, network effects

and stifling regulations are most easil
broken through disruption
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The right product architecture
depends upon the basis of competition

IBM Mainframes, Microsoft Windows

Compete by improving TV O ...~ >
functionality &  -----
reliability

Performance

Compete by improving
speed, responsiveness
and customization

Dell PCs, Linux

Time
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Multiple Intelligences
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We all learn differently

Linguistic

Logical-
mathematical

Spatial

Bodily-
kinesthetic

Musical

Interpersonal
Intrapersonal

Naturalist

Learning Styles

\

y

Visual

Written
Aural
Playful

Deliberate
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Paces of Learning

Fast

Medium

Slow
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Conflicting mandates in the way we must teach,
vs. the way students must learn

Interdependencies in the Need for customization for
teaching infrastructure differences in how we learn
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Affluence eliminates theextrinsic
motivation to learn difficult
subjects through painful methods.

Tappi ng mitingid ent
motivation to learn iIs therefore
crucil al t o our n

viabllity.

12/10/2008 Copyright Clayton M. Christensen 13



Historically, most schools have
Acr ammedo -msedipaming r
Into the blue space
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Prime areas of neoonsumption

A Credit recovery

A AP Courses

A Homeschooled and homebound students
A Small, rural, and urban schools
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This Is a perfect opportunity to implement computer

based learning disruptively
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The substitution of one thing substitutes for
another always follows an@irve pattern

% new
% old

% 10.0 —
new

1.0 —
0.1 —
.01 —

.001 —

.0001

I I I I I I I
03 05 07 09 11 13 15

12/10/2008 Copyright Clayton M. Christensen 18



Online learning gaining adoption

Online Enroliments (9-12 Grade)
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Enrollments up from 45,000 in 2000 to 1,000,000 in 2007
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Types of business models

Value-adding Facilitated Network
process businesses businesses

&-A-A 8N

Manufacturing ATelecommunications
Food service Alnsurance
Retailing ABanking
Textbooks AeBay, Amazon
Education
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The instructional materials business
historically has been a vakaglding
process business
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Different measure
Of Performance

<

Student-centric software will be a
facilitated network business

Performance
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Facilitated Network: parents,
teachers, students
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