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Introduction to Disruptive Innovation
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Many traditional sectors in our modern industrial world are ill-equipped to cope with the pace, and quantity, of change now being forced upon them. Their organization, business processes, and installed technology systems are all remnants of an industrial age now disappearing over the horizon. The pressures to innovate speedily are creating threats to incumbents, but also great opportunities for those who can master disruptive innovation. What is now critical is the recognition that the forces which generations of entrepreneurs and corporate giants of the later half of the past century learned to exploit are now different. The effective management of innovation has become the key to business success in the twenty-first century, and this article offers guidelines and insights to help executives adjust.

It has become a truism that business operations are speeding up and that ever shorter product life cycles are the norm. But the pace of change is not just getting faster; it is accelerating. Entire industries are facing radical, exponential change and are being transformed out of all recognition by what is called disruptive innovation. We all recognize the attributes of internet services, such as blogs, web-based email, or online movies, that compete with conventional media products (print and broadcast) or business models with such ferocity that they are obliterating, or at least transforming, them. The same phenomena are reshaping other sectors such as software, mini-computers, and telecoms, while completely new products or concepts are changing our behavior in areas as diverse as music, leisure, and the environment.

Defining Disruptive Innovation

THIS CONFUSION IS INEVITABLE: we humans are hard-wired to overgeneralize from experience. Consequently, when future events occur that are related in any way to a past experience, but are not the conventional extensions or uses of the innovation that is the subject of the past experience, we are sorely tempted to describe the event as "disruptive". In fact, the word allows us to keep one foot straddling the past and one foot straddling the future; people from the past don't have to cast aside the habits, thinking, and rules of conduct that have made them successful. Rather, they express cautious public support for the innovation in question, attending to their more immediate breadwinning with the resources and wit to straddle both worlds. They can be, if it were, simultaneously against and for a new approach.

In 1995, I coined the term "disruptive technology" to describe a new technology that unexpectedly displaces an established technology. This theory has become a powerful tool for business managers to battle the status quo. The term is now found in patents, court opinions, and management writings. Unfortunately, "disruptive technology" has escaped its moorings and is serving to describe even the most trivial of changes to products. There are those, for example, who claim that the introduction of tax software was a disruptive technology. I've been working hard to help intelligent people consistently distinguish between processes that should be labeled disruptive from those that are routine, evolving, sustaining advances, and even non-events.

Historical Examples of Disruptive Innovation

EARLY STEAM ENGINES were used to pump water out of mines and to power mills. They were often of limited power and speed, and much effort was spent by deriving better, cheaper ways to produce them. The story of how George Stephenson won the important contract for building this classic first passenger railroad contains several points of interest. One is that the entire idea of building the world's first railroad was considered laughably absurd. The other is that the Parliament required for such an eccentric and suicidal idea to obtain approval from Parliament decreed that there must be a man with a red flag walking in front of it, warning people that such a monstrous beast was bearing down on them. This was not an economically healthy mandate. Yet it was initially essential to allow the railroad to be created. It could not have been created without getting this mandate. Simply being disruptive, simply creeping up the right hand side of this graph, isn't enough. In the end, the railroad wasn't disruptive, it was transformative.
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