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Sustaining and Disruptive Innovations
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Incumbents nearly always win 



Disruptive Innovations create asymmetric competition 
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always win 
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45% on

$250,000

40%           

on $2,000

20%

Entrants nearly always win
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Disruption in business models has been the dominant historical 

mechanism for making things more affordable and accessible. 

Today

ÅToyota

ÅWal-Mart

ÅDell

ÅSouthwest Airlines

ÅCommun. Colleges

ÅCanon

ÅMicrosoft

ÅOracle

ÅCingular

ÅAmbulatory clinics

ÅApple iPod

Yesterday

ÅFord

ÅDept. Stores

ÅDigital Equipment

ÅDelta

ÅState universities

ÅXerox

ÅIBM

ÅCullinet

ÅAT&T

ÅGeneral hospitals

ÅSony DiskMan

Tomorrow:

ÅChery

ÅInternet retail

ÅRIM Blackberry

ÅAir taxis

ÅOn-line colleges

ÅZink

ÅLinux

ÅSalesforce.com

ÅSkype

ÅDoctorsô offices

ÅCell Phones
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Three Enablers of Disruption

2. Business model

Innovation
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PROCESSES:

Ways of working together to 

address recurrent tasks in a 

consistent way: training, 

development, manufacturing, 

budgeting, planning, etc.
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What is a business model, and how is it built?

THE VALUE PROPOSITION:

A product that helps 

customers do more effectively, 

conveniently & affordably a 

job theyôve been trying to do

RESOURCES:

People, technology, products, 

facilities, equipment, brands, 

and cash that are required to 

deliver this value proposition 

to the targeted customers

PROFIT FORMULA:

Assets & fixed cost structure, 

and the margins & velocity 

required to cover them
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Pocket radios

Portable  TVs

Hearing Aids

Tabletop Radios, 

Floor-standing TVs

Path taken by

vacuum tube 

manufacturers

Expensive failure always results when disruption is framed in 

technological rather than business model terms.
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RCA, Zenith

Component 

suppliers

Appliance Stores

Disruption occurs at the level 

of systems, not companies
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Sony, Panasonic

Component

suppliers

Discount retailers
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Component 

suppliers

Appliance Stores

Powerful monopolies, network effects 

and stifling regulations are most easily 

broken through disruption
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The right product architecture 

depends upon the basis of competition

Compete by improving

speed, responsiveness 

and customization
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Compete by improving

functionality &

reliability

IBM Mainframes, Microsoft Windows

Dell PCs, Linux
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We all learn differently

Linguistic

Logical-

mathematical

Spatial

Bodily-

kinesthetic

Musical

Interpersonal

Intrapersonal

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

Need for customization for 

differences in how we learn
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Affluence eliminates the extrinsic

motivation to learn difficult 

subjects through painful methods.
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Tapping studentsô intrinsic

motivation to learn is therefore 

crucial to our nationôs economic 

viability.
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Historically, most schools have 

ñcrammedò computer-based learning 

into the blue space
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Core 

curriculum

Path taken by

most schools, 

foundations and 

education software 

companies
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Prime areas of non-consumption

ÅCredit recovery

ÅAP Courses

ÅHome-schooled and homebound students

ÅSmall, rural, and urban schools
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School boards have been moving  ñUp-Marketò to focus 

limited resources in the ñnewò 

trajectory of improvement
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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 S-curve pattern

% 

new

% new

% old
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0.1

1.0

10.0

09 11070503 13 15
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Online learning gaining adoption

Online Enrollments (9-12 Grade)
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Enrollments up from 45,000 in 2000 to 1,000,000 in 2007



Types of business models
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Value-adding 

process businesses

Manufacturing

Food service

Retailing

Textbooks

Education

Facilitated Network 

businesses

ÅTelecommunications

ÅInsurance

ÅBanking

ÅeBay, Amazon
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Path taken by

Educational 

software 

developers

The instructional materials business 

historically has been a value-adding 

process business



Student-centric software will be a 

facilitated network business
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Custom classes

Tutoring

Facilitated Network: parents, 

teachers, students


