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ABSTRACT	
	
	
The technological development relentless pace and the almost unlimited access to information are 

transforming the way organizations do business. The Internet in combination with new technologies 

has completely revolutionized the conditions in which organizations interact with customers and 

stakeholders.  

 

It is important for organization to differentiate sustaining and disruptive innovations and better 

understand the advantages that both have to not oversupply what customers demand. Incumbent 

organizations highly rely on their mainstream customers to survive; all their internal and external 

activities are designed to provide sustaining products and/or services to their mainstream customers. 

 

Incumbent organizations allocate resources to projects that are expected to generate high revenues 

and ignore or eliminate projects whose markets and customers do not even exist. The latter are 

projects that normally generate very low revenues and are designed to provide products and 

services to low-end markets. This is risky because new entrants are actually taking advantage of this 

gap leaving incumbent organization unavailable to move away from their value networks, business 

models, etc. 

  

Disruptive innovations create new markets and attract new customers and eventually new entrants 

experience moving upmarket where their products/services actually meet mainstream customers’ 

demands. Disruptive innovations bring to the markets a very different value proposition. These new 

markets demand specific value networks and tailored business models for organizations to succeed.  

 

Business models are very powerful tools to capture value. Effective business models can help 

organizations to succeed by commercializing a technology rejected by other leading companies. In 

some situations an innovation can employ a business model familiar to an organization. In other 

situations, that familiar business model will not fit the circumstance of the technological or market 

opportunity (Chesbrough and Rosenbloom). 
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1.	INTRODUCTION	
	
The Internet is driving a shift towards networks and platform-based social and economic models. 

Assets can be shared, creating not just new efficiencies but also completely new business models 

and opportunities for organizations. Disruptive innovation is impacting most industries around the 

world. Organizations, especially incumbents, are in the need to find new forms of conducting 

businesses by changing their strategies and business models to better adapt themselves to the new 

disruptions and digitalized world.  

 

Disruptive innovations can be both a threat and can also deliver important benefits to competition 

and consumers, in the forms of sophisticated and different products and services, and at the same 

time it can stimulate innovation and price competition from incumbent organizations. These are 

some concerns that digitalized technologies bring yet the potential of new technologies is huge. 

This is a transformational process that takes time, yet it is well on its way to reality and most of us 

do not even realize it. The challenges of navigating the transition are great as well. The speed of 

various aspects of the transition is hard to predict, but one can expect that the world will function 

differently in the years to come. To be prepared to the transition, it is necessary to be aware of the 

shifts and to have some understanding of their implications, as well as to have the required 

knowledge, tools and strategies to cope with disruptions.  

	
Technological advances are transforming industries around the world from manufacturing and 

agricultural activities, to health care and financial services. The digitization of all segments of the 

market continues to expand at an exponential rate. Digital technology development is dramatic and 

its implications far-reaching. It seems difficult to understand all the changes new technologies will 

bring and it seems even critical that most individuals, many organizations and governmental 

leaders, and society as a whole, are not really aware of or prepared enough for the shifts to come.  

Innovation is also one of the main sources of economic growth; its importance is growing 

significantly as well as its impact on global economies. 

 

Information and the world around businesses and people are being transformed through a 

combination of technologies. Wearable and implantable technologies allow people to interact with 

one another and with objects in new ways. The increased decline in cost and size in computing and 

connectivity technologies is driving an exponential growth in the potential to access and leverage 



	 5	

the Internet.  

 

The Internet of things (IoT) in the form of smaller, cheaper and smarter sensors are being used in 

homes, clothes and accessories, cities, transport and energy networks, as well as manufacturing 

processes, just to mention a few. Artificial intelligence (AI) and big data are accelerating 

digitization that creates exponentially more data about everything and everyone.  

 

Industrial manufacturing is also being transformed by 3D printing where physical objects are indeed 

printed from raw materials via additive processes. The blockchain, an emerging technology, 

replaces the need for third-party institutions to provide among other things trust for financial, 

contract and voting activities. Advances in science are increasingly shaping our lives.  

 

Genomics embraces the sequencing and analysis of an organism genome. It may lead to better 

health and environmentally friendly materials and sources of energy. Further, genomics has a very 

broad gamma of application threating the health and pharmaceutical industries, as we know them 

today.  

 

There are myriad technological innovations impacting the way we behave, and impacting the way 

organizations do business. It is almost impossible to mention all of them but there some 

representative disruptive technologies that really are impacting the world. Incumbent organizations 

have historically been the leaders in industries where technological change emerges but throughout 

the time they highly rely on their mainstream customers to survive. They dominate the up-end 

market by creating and capturing value of products/services whose performance exceeds the 

demand. Their business models are designed to deliver value to specific sectors of the market 

leaving new entrants to take advantage of customers who are overlooked.  

 

The aforementioned characteristics of technologies and market players make it a good candidate to 

empirically analyze the research question:  

 

to which extent is disruptive innovation transforming organizations’ business models? 
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1.1	Methodology		
	
	
Most scholars agree that we are experiencing a transition era where big data and new technologies 

are radically transforming the way organization do business as well as it is transforming consumer 

behavior.  

Disruptive technologies theories have been well accepted yet some scholars pose that those theories 

need some changes to better analyze disruptions, markets an organizations involved with it. 

 

This report is drawn upon Clayton Christensen work, The Innovator’s Dilemma (1997) because it 

offers a very detailed description of disruptive innovations and how different organizations react to 

it. I have only used primary data to support main concepts mentioned in The Innovator’s Dilemma. 

 

There seem to be some gaps that organizations often confront. The misconception of sustaining 

versus disruptive innovations is causing trouble, which organizations better control.  Innovation is a 

complex concept because it embraces several notions and theories that are similar and very close to 

each other.  However, I considered important to mention some types of innovation highly related to 

the concept of disruptive innovation as a whole. 

 

Disruptive innovations have very peculiar characteristics that are important to be analyzed because 

from it depends how well an organization implement and develop its value network, how it 

allocates resources, what attributes a business model might contain, and to what kind of market an 

organization’s products/services are offered to customers.  

 
Value networks are great tools to analyze how well an organization can work with other external 

entities. This relationship determines if an organization whether or not can design new products 

being these dominant products or not. The extent of the technological change relative to 

organizations’ capabilities may determine which organizations win right after a technological 

change emerges in a industry. Value network theories coincide that incumbent organizations are 

normally good at improving their products/ service. And entrant organizations are better suited at 

exploiting new technologies. 

Accumulation of knowledge is valuable for organizations because that knowledge is generated 

through the experiences an organization accumulates when deciding what problems to solve and 
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what problems to ignore. In this, scholars tend to agree when an organization fails because 

technologies such as disruptive one destroy competences that an organization has already fostered. I 

included this concept because it can help organizations to identify that knowledge that is required to 

solve a specific technological problem demanded by either mainstream customers or completely 

new customers. 

 

In line with the aforementioned concept is the resource allocation notion, which is equally 

important to include because organizations need to assess how appealing a revenue will be 

generated through pursuit a sustaining and/ or a disruptive innovation. Incumbent organizations 

allocate resources to sustaining innovations. Contrary, disruptive innovations are left behind 

because it does not make economic sense for organization to allocate resources to projects that 

hardly generate revenues.  

 

To analyze the next point, I also rely on primary data that is not common to find yet its contribution 

might help organization to look for different sources of innovation. Externalities as sources of 

disruptive innovation are critical to analyze because both organizations and customers can reach 

each other without considering the geographical location where there are located. This is possible 

thanks to the Internet and thanks to new technologies that are virtually eliminating borders. The 

aging problem is seen as a disadvantage for probably governments around the world but is can also 

be seen as a source of innovation. The very varied demand that customers make in those markets 

require a thoroughly analysis to detect how organization are going to approach those problems i.e. 

via sustaining approaches or via disruptive approaches. 

 

 Moreover, economic shift theories propose that in developing countries there is a hunger for 

technology development. Telecommunication organizations in Africa are very successful in 

providing them not only telephony services but also banking services through very innovative 

app’s. These kinds of markets are leapfrogging physical and non-physical technological 

infrastructures. Incumbent successful organizations whose legacy has a long history are actually 

moving from their traditional modus operandi to expand their mainstream markets to operate in 

disruptive market where customers’ demands are pretty different. Their strategy is to create a 

subunit and to acquire a new one that can do the job. 
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Business models theories are central for the inquiry of this paper. It is strategically rewarded for 

organizations to develop a business model because through this mechanism an organization can 

create and capture value from their products and/or services offered. Since disruptive technologies 

bring a very different value proposition, organizations have no option but to develop an efficient 

business model. Some theories also refer to how big data and innovative technologies along with 

the Internet mean that customers have access to more choices to their demands. The gap found in 

organizations, especially incumbent ones is that they are trapped by their mainstream customers that 

demand sustaining solutions at a higher price. The problem, which most incumbent organization 

face, is that they do not see any incentive to offer valued solutions to customers whose payments 

generate low rewards. 

 

Spin-off, acquisition and mergers seem to be the solutions for incumbent organization that in some 

circumstance face both sustaining and disruptive innovations. The reasoning of scholars is that it is 

better for external unit to work on their own without being confronted with mainstream 

organizations’ decisions. Since these entities operate in different markets providing solutions to 

completely different customers, they both need - parent and spinoff/acquisition/mergers – different 

approaches to better solve their customers’ demands. Scholars also focus on facts such as risks 

implied in these kinds of approaches. Repeated occasion, managers have witnessed how 

mainstream products are cannibalized by these small subunits. Every decision and every strategy 

has its trade-offs, which organizations need to value in terms of economic growth and future 

expectations. 

 

Disruptive innovation theories also tell organizations about the sizes of the different markets where 

they operate But more than size, is the relevant information that those markets generate.  It is 

important for organizations because they can provide solutions depending on records that 

mainstream customers provide for the case of sustaining innovations. This actually is the gap for 

disruptive innovation markets that do not really have information about their customers due to their 

inexistence. Scholars have proposed organization to build business models that are based on trial 

and error approaches in markets for disruptive technologies. Innovative business model theories 

also propose companies to adopt strategies to actually have access to information they might 

require.  The problem that especially incumbent organization also face is that in order to provide 

their mainstream customer with high performing solutions, organizations oversupply what the 
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market demands. Organizations are busy in finding solution to also keep their lead in the industries 

where they operate. Theoretical approaches stresses how entrant organizations take advantage of 

these opportunities to target customers who are overlooked by incumbent organizations. 

 

Theories for organizational capabilities are also included in the development of this enquiry. For 

organizations to succeed, it is required that managers hire the right people to carry out complex 

tasks. To give the right tasks to right person also requires that managers have capabilities. At the 

organizational level to succeed managers have also the huge task of building the right organization 

that can provide different solution to different customers in different markets. The main issue here 

is that organizations confront technology changes that demand different organizational capabilities. 

Scholars agree that by separating an organization into two entities is the best option to prove their 

customers with the best solution. Sustaining disruptions demand certain organizational capabilities 

that a disruptive innovation does  

 

To analyze the following section of in this enquiry, I made use of the free access to myriad 

academic articles that separately treat the characteristics and impacts of disruptive innovations on 

organizations, people, and the market as a whole. Every day the world might wake up to see with 

admiration the emergence of new technologies most of them might be disruptive ones due to 

technological advances and electronic devices along with the Internet. Just to mention a few, there 

is this tendency to relay on big data and interlinked technologies to generate cheaper but reliable 

solutions to demands of customers. Consumer behavior is also changing thanks to these 

technologies. How many times we watch TV or read news about bricks-and-mortar companies 

moving to the virtual world. In developed economies where technologies are more advanced, it is 

common to use smartphones to but staple items and even luxury large and expensive goods. Even 

financial transactions do not necessarily require bank accounts in commercial banks. 

 

Finally, to make an analysis of organizations representative of the most relevant disruptive 

innovations, I decided to draw this section upon theories of new business models. Depending on the 

offerings organization might provide and depending on the markets in which organizations operate, 

business models are helping organization to create but also to capture value. In some cases, 

customers may pay fees or subscriptions to have access to products and services. It goes from 

catering to clothing, and from healthcare services to financial services, just to mention a few. Large 
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organizations like Google are capturing value from selling information about customers to other 

organizations. The list is long yet the aim of this enquiry is not to analyze how these kinds of 

business models work; rather it is an analysis on hoe disruptive innovations are transforming 

organizations’ business models. 
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2.	INNOVATION		OVERVIEW	
	
The pace of technological development is inexorable, volume of data and access to it is becoming 

unlimited. Thanks to technology, organizations are capable of implementing better processes to 

offer innovated products and services. More and more organizations are increasingly facing the 

challenges of this phenomenon called disruptive innovation, which is considered to be a powerful 

tool for organizations to become important players in both domestic and global markets. However, 

disruptive innovation can also have negative impacts on organizations that do not really react, adopt 

it or face it on time. Innovation is not always generous with all organizations, the effects could be 

rewarding for some organizations and threatening for another. 

 

Today, people constantly talk about it, yet it seems that the concept is being misunderstood or not 

understood at all. Due to the connection of disruptive innovation with some other related areas of 

innovation, I consider it pertinent to include some definitions and to differentiate them from some 

other close concepts, which leads me to the next subsection. 

2.1	Innovation	vs.	invention	
	
An invention is the creation of something new that has never existed before (David O’Sullivan 

2007). An invention has relation to the creative process behind the technologies that are shaping our 

world.  

 

In contrast, innovation encompasses the entire process, starting from a kernel of an idea continuing 

through all the steps to reach a marketable product that changes the economy (Joseph Schumpeter). 

In its more updated definition, an innovation is a process, which transforms something that already 

exists by introducing something new that adds value to customers, and learn from the process in 

order for innovation to be repeated continuously. In other words, it is the exploitation of an 

invention that makes it commercially successful (David O’Sullivan, 2007).  

 

An innovation has to be something that customers really need and want, so then an organization can 

offer customers a benefit or a unique difference over what is already on the market at the right price 

(Amanda Jacob, 2003). Organizations have to innovate to develop their businesses, innovation is no 

longer limited to the process of making an invention commercially successful, it can now include 
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the ability to faster adopt externally innovation that may be of benefit to an organization (Kathryn 

A. Baker). 

 

Equally important is to differentiate what sustaining and disruptive technologies are. Sustaining 

technologies improve product performance. Those technologies can be discontinuous (radical) or 

incremental. It is common for sustaining technologies to improve the performance of established 

products based on dimension of performance that mainstream customers have historically valued. 

Disruptive technologies on the other hand, are innovations that emerge in worse product 

performance, are cheaper, and easier to use (Clayton Christensen, 1997).  

 

2.2	Types	in	innovation	
	
Because innovation is not exclusive for organizations offering products, this phenomenon is also 

making changes in most industries around the world. Specifically disruptive innovation is 

considered to play an important role in global growth since this kind of innovation’s attribute is to 

create new markets. To better understand innovation, it is necessary to group this notion in 

categories: product, service and process innovation. 

 

Product innovation is very important for organizations because it is used to make changes to extant 

physical products (David O’Sullivan, 2007). What really makes a product innovative is that it 

functions in a different way from a conventional product already offered in the market. The 

uniqueness of a product innovation helps organizations to persuade customers to make a purchase. 

 

Service innovation is also important for companies because this approach helps to make services 

more efficient and reliable, it helps to keep low cost and to improve take back policies, etc. (David 

O’Sullivan, 2007). It is a new way of providing a service, often with a novel and a very different 

business model, even taking the form of entirely new service application. Advances in computing 

and telecommunications have given rise to a broad range of service innovations where new 

technologies are being used to enable organizations to improve their productivity to offer better, 

cheaper, and reliable services. 

 



	 14	

Process innovation is vital in organizations since it transforms more efficient, functional and 

cheaper the way products are manufactured and services are offered (David O’Sullivan, 2007). The 

importance of this process lies on quality and continuous improvements in products and services as 

well as a constant focus on management change, organizational learning and knowledge 

management. Organizations must pay attentions to new product development, while maintaining 

and improving their existing products (Katryn Baker). Some scholars might include strategy 

innovation as a part of the whole process of innovation. Strategy innovation helps organizations to 

improve their ability to promote process and product innovation. To maintain organizational 

success, it is necessary to continually revolutionize the fundamental organizational strategy, which 

demands to develop and to reconceive products and services, to redefine the market space, and to 

redraw the boundaries of the industry (Katryn Baker ). 

 

The following types are the degrees of novelty associated with innovation: incremental, radical, 

architectural and modular. Incremental innovation is ‘a change that builds on a firm’s expertise in 

component technology within an established architecture’ (Christiansen, 1997). It makes sense that 

most organizations use it to improve the features and functionality of existing products and service 

or process-design through the improvement of the components rather than changes in the system. It 

makes small continuous changes to products and services. These changes are generally numerous 

and less risky and have lower impact on growth (David O’Sullivan 2007). 

 

Radical innovation in organizations is key. It is used to create completely new products and services 

(Katryn Baker). It is more than improvements to existing designs. It embraces new components, 

new design with a new architecture that links the components together in a completely new way. 

These kinds of innovations could be few and far between since they are highly associated with the 

introduction of new technologies. This kind of innovation might also imply making major changes 

to existing products or services, which have short-term impact on growth (David O’Sullivan 2007). 

Because new innovations do not necessarily tend to have a significant impact, these innovations can 

be differentiated between sustaining and discontinuous. As mentioned before, sustaining 

innovations improve the performance of existing products and services. Sustaining innovations 

make good products better in the eyes of customers. These improvements can be incremental or 

breakthrough, they enable organizations to sell more products/services to their mainstream 

customers (Christensen, Raynor, and McDonald, 2015). Discontinuous or radical innovations are 
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seen in different products and services, which in general weaken existing products and services in a 

particular market. 

 

Architectural innovation is so useful when components and their associated design remain relatively 

unchanged, however the configuration of the whole system changes as new linkages are introduced. 

The essence of an architectural innovation is the reconfiguration of an established system to link 

together existing components in a whole new way (Handerson and Clarck, 1990). 

 

Modular innovation makes use of the architecture and configuration associated with the system of 

an existing product/service yet it employs new components with different design concepts. It does 

not require a completely new design, it simply demands the use of new or different components or 

technologies, which can directly impact the way one or several components work within a whole 

system that along with its architecture remain unchanged. Modularization enables organizations to 

break the technological barrier to technology-intensive industries. Technological innovation 

constantly impacts a latecomer’s products development and delays their product introduction. 

Modularization of a product development generally separates a product into multiple modules, 

reducing considerably the difficulty of developing individual modules. Incumbents or local firms 

must pay attention to disruptive innovation to design and assemble products that fit local needs or 

niche markets. Modularity not only reduces the complexity of innovation, it also increases the speed 

of innovation (Xu, Xie and Wu, 2015). 

 

3.	DISRUPTIVE	INNOVATION:	A	PATTERN	OF	CHANGE	
	
In their attempt to try to keep their role as national and in some cases international market players, it 

makes sense for incumbent organizations to keep constant focus on their mainstream customers. 

Empirical evidence has shown that most organizations are not good at avoiding failure that is 

basically rooted in what Clayton Christiansen (1997) has depicted as the the misconception of 

sustaining- versus disruptive technologies. An innovation becomes disruptive if and only if it 

originates in a low-end market or it creates a completely new market. Disruptive innovations are 

originally considered to be inferior by most incumbent organization’ customers who in general are 

not willing to simply switch to the new offering only because of its cheaper price. Those kinds of 

customers in fact demand that the quality and performance of products/services rises at levels where 
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they feel satisfied. Disrupters, on the other hand, have the ability to create markets where none 

existed before. They have also the ability to find ways to turn non-consumers into consumers.   

 

 

Having a clear understanding of sustaining and disruptive technologies is vital because at the 

moment to make decisions organizations are in fact under pressure that directly or indirectly force 

or persuade them to adopt certain behaviors that they might not have otherwise adopted. In general, 

disruptive technologies imply a very different value proposition (Clayton Christiansen, 1997) from 

what had been available before. Products and services based on disruptive technologies, whose 

characteristics differ from companies’ mainstream products and services, need a very different 

business model to be commercialized. A new business model needs to be created since it has to fit 

the characteristics of the technological or market opportunity (Chesbrough and Rosenbloom).   

 

Disruptive innovation is the kind of innovation that most organizations must pay special attention 

to. When a new and relative small organization with somehow limited financial resources but clear 

goals is able to successfully challenge incumbent organizations, a process of disruption may 

emerge. For most incumbent organizations, the gap of innovation lies in the constant focus on 

continuous improvements to products/services offered exclusively to their most promising and 

demanding customers. It is interesting what scholars and researchers have been observing, this is 

the emergence of new organizations that target overlooked market segments by delivering more 

suitable functionality products/services at a lower price. Since disruption is a process, incumbent 

organizations are generally missing their ability to perceive what is happening around the markets, 

thus entrants gradually move upmarket to deliver the performance that incumbents’ mainstream 

customers demand. Once mainstream customers adopt the entrants’ offerings in volume, disruption 

occurs (Christensen, Raynor, and McDonald, 2015).  

 

For organizations to avoid innovation’s misconceptions and misunderstandings, Christiansen, 

Raynor, et.al 2015, have posed four key important points to consider: a) disruption is an 

evolutionary process in a product or a service over time. It seems that successful disrupters have the 

tendency to first focus on getting the right business model rather than the right product/service. As a 

process, disruption takes time, which incumbent organizations actually can utilize to develop 

strategies and implement business models that help them not to be left behind. I do agree with 
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scholars about the fact that we are experiencing an age where the relentless technology 

development makes it difficult for companies to scan every single corner where disruption is taking 

place, especially because incumbent organizations’ competitors do not seem to be large companies 

anymore.  

 

Competition is now found in a groups of young Millennial entrepreneurs looking for new 

opportunities that their skills along with technology make it possible; b) completely different 

business models are key for disrupters. By offering new options and better performance in their 

products/service, an organization can design a smart business model that provides it with the 

opportunity to create new markets, c) not all innovations are successful. Not every success an 

organization achieves has to do with a disruptive innovation path, and d) it is important for 

organizations to consider the ‘disrupt or be disrupted’ philosophy. The dilemma that many 

companies face is whether to continue to focus mainly on their originally businesses and to keep 

building strong relationships with mainstream customers or also to focus on developing a new 

business model, attracting new customers and creating new markets all at the same time. 

 

According to Christensen (1997) to improve products/services and to gradually move upmarket is 

what among other things successful disrupters rely on. Disruptiveness can be measured relative to a 

business model of other organization. It is a fact that a disruptive innovation relative to the business 

model of one organization can be sustained relative to the business model of another organization. 

Disruption can only be measured in relative terms. It is the attractiveness of the opportunity relative 

to an organization’s business models that made sustaining path attractive and the disruptive path 

unattractive. What happens when a disruptive innovation has not yet reached the expected success? 

And under certain conditions how then one can measure that disruption in terms of organizations’ 

business models? 

Disruptive innovations are characterized for their underperformance compared to established 

products in mainstream markets yet they offer other valuable features that customers end up valuing 

at some point in the process. Clayton Christensen (1997) defines disruptive technologies to be 

generally cheaper, simpler, smaller, and frequently they are more convenient to use. 

Products/services based on disruptive innovations need a business model to not only deliver value 

to customers and to persuade customers to pay for value, but also to convert those payments into 

profits (David Teece, 2010). But why is it necessary to rely on a business model rather than simply 
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designing and implementing a well-structured strategy to launch products/services based on 

disruptive technologies? For the case of disruptive technologies, why not simply adapting an 

already known business model that has been used to successfully commercialize mainstream 

products? According to Chesbrough and Rosebloom, the main point of a strategy is that it generally 

requires careful analytic calculation and choice that is based on a great deal of reliable information 

already available, which for the case of disruptive innovation that do not really exist.  Chesbrough 

(2010) suggested that an innovation could successfully utilize an already familiar and successful 

business model. However, this proposition might only be applicable to sustaining technologies. 

When a disruptive technology is at stake, executives and managers really need to consider the 

different characteristics and conditions of the new products offered, the characteristics of the new 

markets, and last but not least the very specific new customers’ demands. The outcome of 

Christiansen’s (1997) work showed that incumbent organizations led in innovation and 

commercialization in sustaining innovations while entrant organizations are the ones leading 

disruptive technologies. 

 

How to avoid the gap of incumbent organizations when they face disruptive technological changes? 

Why does failure emerge as a concern almost exclusively for incumbent organizations? What does 

it have to do with the development of a new business model? Since disruptive innovations are 

cheaper, have lower performance and are easier to use, they offer different value attributes that 

match emerging or low-end markets and are aimed to solve different customers’ needs. Since new 

technologies do not really have a means of capturing value from, it is necessary to develop a 

business model (Chesbrough, 2010). It is very important because a business model articulates the 

value proposition; it is also helpful in identifying market segments, which are one of the main issues 

of disruptive technologies in their early stages. The challenge for incumbent organizations resides 

in this new low-end market and its lower revenues, which incumbents are not appealed to and leave 

that market to entrant organizations. In addition to that, the failure usually seen in incumbent 

organizations is due to a belated strategic commitment to enter low-end markets because of the 

tremendous focus they put on mainstream customers’ needs, and to avoid the likely cannibalization 

of existing products with the introduction and adoption of new technologies.  

 

For organizations dealing with failure, it is a good idea to look at their business models. Lack of 

efforts to build business models to different products/services rather than considering disruptive 
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technologies as being the ones causing harm are seen as the common reasons of failure 

(Christensen, 1997).  Organizations are in the need to acquire capabilities to develop their business 

models, their ideas and technologies (Chesbrough, 2010). 

 

Especially for disruptive innovations, the development of a business model is a process that 

demands extensive experimentation. It requires considerable doses of trial and error and a bit of 

adaptation as Chesbrough (2010) proposes for business model innovation. For incumbent 

organizations, it is possible that conflict emerges between a familiar business model designed to an 

already existing technology and a business model needed to exploit an emerging disruptive 

technology. I argue that the most important for an incumbent organization is to analyze, recognize 

and assess the potential of that new emerging disruptive innovation, and to experiment with 

business models until the organization succeeds in bringing that disruptive innovation to the market 

just as new entrants do. By doing so, organizations may avoid experiencing difficulty to manage 

innovations that fall outside their previous experience where their earlier beliefs and practices do 

not apply (Chesbrough and Rosebloom). 

 

 

3.1	Value	network	
 

Value networks do not necessarily limit organizations within them. It changes upward mobility into 

other networks and limit downward mobility into the markets enabled by disruptive innovations.  

The impact that disruptive technologies have on incumbents is enormous because entrant 

organizations, in almost all cases, are prone to move away from their initial value networks. They 

opt for a trajectory upmarket until their offerings are attractive to value networks above them. 

Upward mobility is what makes disruptive technologies so attractive to entrants and so threatening 

to incumbent organizations. Resource allocation plays a crucial role in this this mobility pattern 

because it is directed towards products offerings that promise higher margins and larger market 

segments.  

What characterizes a value network is its peculiar cost structure that organizations within it must 

create if they are going to offer products and services that mainstream customers demand, resulting 

in a specific model that also improves profitability. The process of moving upmarket toward high-

performance products/services has been a simple path to profit improvement since gross margins 
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are generally higher in high-end markets. It makes sense to think that managers rather prefer to 

allocate resources to projects whose higher performance products/services are targeted to higher-

margins and generate higher revenues (Christiansen, 1997). 

 

Value networks are important for organizations because it is the context within which an 

organization identifies and responds to customers’ needs, solve problems, procures input, reacts to 

competitors, and strives for profits (Christensen, 1997). However, the situation is a bit different for 

entrant organizations since they do not really have the knowledge, experience or the required 

information about the market in which disruptive innovations are hardly demanded. So how to 

react? What kind of attitude an entrant organization must adopt towards a value network? A value 

network shapes the role that suppliers, customers, and third parties play in influencing the value 

captured from the commercialization of an innovation (Chesbrough and Rosebloom). In that sense, 

the development of a business model can be useful for managers to represent the organization’s 

core logic and strategic choices for creating and capturing value within a value network (Scott M. 

Shafer, Smith, and Linder, 2005). 

 

Once organizations gain experience within a specific network, they develop capabilities; the value 

network also helps organizations to increase the supply of complementary goods and can help 

increasing the network effect among consumers on the demand side. A positive alignment with the 

value network can leverage the value of a technology (Chesbrough and Rosebloom).  A value 

network is not only about a physical product, it also includes other activities and costs such as 

R&D, engineering cost, direct sales, etc. These costs are incurred to provide different kinds of 

products and services to customers in a certain value network yet competing in different value 

networks implies very different cost structures (Christiansen 1997). Innovations that are valued 

within a firm’s value network whose gross margins are higher will be perceived as profitable. 

However, technologies whose attributes make them valuable only in networks with lower gross 

margins will not be considered profitable and are unlikely to attract resources or managerial interest 

(Christiansen 1997).  

 

I argue that organizations need be more flexible and open to new opportunities. It could be relevant 

to look for new market opportunities where not only mainstream products can be a success but also 

a market where unforeseen demand could eventually turn to be a potential market for disruptive 
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innovations. Some organizations find disruptive innovations beneficial and even they find usages 

and applications in markets where no one has been before. The position of an organization within a 

value network is said to be determinant for a technological opportunity to be successful as well as 

the degree of difficulty to exploit it (Christensen 1997).  

 

Competition in value networks creates a mechanism used to define how organizations earn money. 

The network defines how customers’ problems will be solved by products and/or services offered 

and how much these products/services will be charged for solving those problems (Christensen, 

1997). Nonetheless, it is said that superior products and services, great human capital and good 

governance are not enough conditions to produce profit unless a business model configuration is 

properly adapted to the competitive environment (Teece, 2010). A differentiated, effective and 

efficient business model is critical since it could be a source of competitive advantage as well. 

Organizations seems to create value by doing things in a very different way within a value network, 

which helps to extend an organization’s own resources as well.  

 

The role organizations adopt within a value network is said to be an important element of its 

business model yet organizations must keep in mind that value networks are continuously changing 

(Shafer, Smith and Linder, 2004) and the development of a new business model may be necessary 

in the case of a new product/service is demanded (Magretta, 2002).  But why are value networks so 

relevant? As mentioned above value networks shape the performance of organizations within them 

(Christensen, 1997). Considering the nature of technological change and the different problems 

incumbent organizations face, Clayton Christensen noted that the value network in which an 

organization competes has a profound influence on its ability to organize and focus the necessary 

resources and capabilities to overcome the technological and organizational hurdles that impede 

innovation. Incumbent organizations are more likely to straggle in the development of technologies 

that only address customers’ needs in emerging value networks because disruptive innovations are 

complex and their value and application are uncertain. 
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3.2	Resource	allocation		
 

Expected rewards for incumbent organizations represent a threat when the allocation of resources is 

towards sustaining innovations and away from disruptive ones. Most incumbent organizations 

allocate their resources to the most profitable projects leaving disruptive technologies starved for 

resources. There must be a difficult task for managers to agree about resource allocation but from 

my own perspective, I consider important to have visionary managers who have a clear 

understanding about this issue. I argue that the gap of resource allocation might play an important 

role and must decrease the possibilities for a potential innovation to become successful. According 

to Christensen (1997), an organization can succeed in disruptive technologies when the will of 

managers is put in aligning an organization with the forces of resource dependence. He also 

emphasizes that cost structures are normally designed to compete in profitable high-end markets, so 

getting managers to deviate a bit from such a legacy must be challenging but not impossible to 

achieve.  

 

What percentages of gross margins do organizations need to invest in disruptive innovations 

considering that we are living in an age of technological transformation where companies are 

probably in need to reconsider the way they conduct businesses? It seems to be a matter of 

priorities, according to Christensen (1997) incumbent organizations greatly depend on their 

mainstream customers whose needs and wishes are worth it to consider. Business models are crucial 

yet not easy to develop, especially when disruptive technologies emerge because it is difficult to 

analyze a market that apparently does not exist and a market where data are not found.  

 

Clayton Christiansen remarkably pointed how strategies and plans, which managers formulate for 

confronting disruptive technological change should be plans for learning and discovery rather than 

plans for execution since markets for disruptive technologies are unpredictable. The critical 

situation is that sometimes managers’ rich experience about sustaining technologies is applied to 

situations where disruptive innovations are present i.e. to apply knowledge about known markets 

and understood customers’ needs to disruptive technologies is totally irrelevant. Planning, 

investment and the development of a business model are needed to create a totally new market 

segment where experimentation is a good option. It is about the extent to which experimental 
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conditions are representative of the market. By taking experimental actions new data could 

eventually be generated (Chesbrough 2010) and then business models developed by trial and error.  

 

Resource allocation in its rational form is a top-down decision-making process where senior 

managers invest in innovation; they fund projects that are aligned with the organization’s strategy 

and expect highest return on investments. On the other hand, resource allocation is carried out under 

the assumption that most innovative projects are generated from deep within the organization rather 

than from the top. Here middle managers are the main players who are responsible for choosing the 

best projects that are most likely to succeed, and most likely to be approved considering corporate 

financial, competitive and strategic climate. Resource allocation is a complex dynamic that 

organizations face, especially when trying to pursue disruptive innovation.  

 

Resources allocation might be limited due to managers’ shared, deeply ingrained assumptions and 

generalizations and even images of the role of innovation in their organization (Lettice and 

Thomond, 2008). With mental models for disruptive innovations, managers become less 

comfortable with allocating resources to projects that were not valued by mainstream customers. 

Thus, the unsupportive and restrictive mental models1 issue could be the main cause of resource 

allocation limitations towards disruptive innovation. Here is important for managers to be able to 

see how their current actions impact the rejection or mismanagement of potentially disruptive 

innovations.  

 

To decrease the gap of resource allocation that prevents disruptive innovation opportunities to 

starve, Lettice and Thomond, (2008) believe that managers need to understand innovation to better 

identify and support disruptive opportunities. There is also a need to legitimize the resource 

allocation process for potential disruptive projects. Moreover, it is essential to communicate the 

importance of disruptive innovations to employees from all areas in an organization to better 

develop and market for products/services based on disruptive innovations. It is needed a system or a 

mechanism that helps to balance dominant managers or projects, which historically take resources 

away from disruptive potential projects. Managers need to realize how and why they inhibit 
																																																								
1	Mental models are built upon the common elements of each individual’s mental models, but are also guided by the 
dominant top executives’ perspectives (Senge, 1990). Mental models act as maps, at the team or the individual level, 
that help people to process the information at faster rates, yet they also determine and influence the level of importance 
which is placed upon the incoming information. Mental models can be used as a mechanism, which can be considered 
as managers’ perceptions of resource allocations options and organizational bias towards incremental innovation. 
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resource allocation to disruptive innovation (Lettice and Thomond, 2008). I do agree with Lettive 

and Thomod in that disruptive innovations projects are equally important as sustaining innovative 

projects because in todays fast changing world where the relentless technological development is 

generating new smart technologies that can help organizations to make use of digitized, 

dematerialize, demonetize approaches to increase profits and to reduce costs. 

 

A portfolio management framework might help improve resource allocation decisions since it is 

developed to have an understanding of disruptive innovation activity. In addition to that, it must be 

useful for organizations to also utilize a dimensions-ranking checklist to better assess individual 

innovation projects at different levels of maturity (Lettice and Thomond, 2008).  The gap between 

top-down and middle managers resource allocation for disruptive innovations can probably be 

addressed by organizations if they make use of a holistic graphical representation, organizations can 

improve dialogue and communication, which implies a more directed and open discussion and 

prevent managers from dominating the resource allocation process. In addition to that, the 

implementation of a disruptive portfolio management mechanism could help managers to increase 

self-awareness of their mental models and their impact. For all these to work, it is necessary to 

reduce or eliminate the perception of risk around potential disruptive innovations to eliminate the 

barriers to resource allocation for these kinds of disruptive projects (Lettice and Thomond, 2008). 

 

The resource dependency theory might help managers to better control allocation routines that 

normally inhibit the pursuit of potentially disruptive products and services (Lettice and Thomond, 

2008). It is common that many of the best ideas and decisions never get put into practice because 

they conflict with deeply held internal images of how the world works, images that limit managers 

to familiar ways of thinking and acting (Senge, 1990). 

 

If mainstream customers overlook a potential disruptive proposition because of its lower level of 

performance, a resource dependency perspective proposes that managers are likely to ignore the 

disruptive concept and channel resources into improving the status quo in order to better satisfy the 

needs of this key resource stream. Analogously, if investors demand rapid and significant returns on 

their investment, resource dependencies divert managers’ attention and finances away from 

disruptive innovation. Small markets from which disruptive innovations are likely to emerge are not 

appealing solutions to the growth needs of incumbent organizations (Lettice and Thomond, 2008) 
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So managers need to find better solutions that improve a fairly allocation of resources.  

 

But why do incumbent organizations only rely on their mainstream customers? Why don’t they 

look for new markets and new customers that can also generate profits in the short/long run? 

According to Christensen (1997) the failure that incumbent organizations incur is not due to lack of 

information about disruptive technologies and their usage or a bad management, but in most cases 

incumbent organizations are prone to fail because disruptive technologies do not make sense to 

them and to their mainstream customers until it is too late. However, disruptive innovations can 

eventually be expected to generate better performance and high revenues as well. By building a 

unique business model, organizations can deal with complex processes of change and 

organizational evolution (Demil and Lecoqc, 2010). I think that by researching the market and 

focusing on potential disruptive technology emergence and by analyzing an organization’s core 

components can be helpful to generate better performance and high revenues. 

 

The best resource allocation mechanism is the one designed to weed out ideas that are unlikely to 

find large, profitable, receptive markets (Christensen, 1997). The vexing side of this process is that 

resource allocation involves myriad decisions made every day by several people; it is time 

consuming and also demands financial resources. Hang and Garnsey (2011) contend that large 

organizations in mature economies have the resources to perform R&D, and that these kinds of 

organizations have the challenge to recognize opportunities and commit to allocating resources to 

disruptive innovation. Entrant organizations, whose resources are limited, engage in disruptive 

innovations by initially building a foothold in a new or low-end market and then gradually move up 

market. Nevertheless, for the development of disruptive innovations entrant organizations are more 

advantageous since they are more flexible in resource allocation even though they are resource-

constrained. However, projects that pursue disruptive innovations generally lose out to projects that 

move to high-end markets when the allocation of resources is done Christiansen (1997).  

 

Organizations must continually invest in building and maintaining strategically valuable resources.  

Resource allocation is important for organizations because they will be better equipped to succeed 

if they have the best and most appropriate stock of resources for its business and strategy (Collins 

and Montgomery, 2008). Competitive advantages can be attributed to the ownership of valuable 

resources, which enables organizations to perform better. I argue that with the emergence of a 
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disruptive innovation, organizations face the challenge to constantly evaluate resources since their 

value differ from industry to industry and from time to time. Valuable resources help organizations 

to produce what customers want at a price they are willing to pay for.  

 

 

3.3	Business	models		
	
Organizations across industries are experiencing the consequences of disruptive technologies. 

Disruptive innovations have the effects to both create excitement and acceptance and to dump some 

existing products and services (Heisterberg, Verma, et al 2014). A business model is a mechanism 

that can be used by organizations to deliver value to customers, persuade customers to pay back for 

that value, and to convert those payments into profits. Innovative technologies, big data along with 

the Internet implies that customers have more choices globally. These technologies demand 

businesses to rethink the value proposition they present to customers. Moreover, these technologies 

are demanding organization to rethink the way in which they offer new products and services based 

on disruptive technologies. To profit for innovation, incumbent organizations need to excel not only 

a product innovation but also a new business design by first having a clear understanding about 

customer needs and technological trajectories (Teece, 2010).  

 

Business models are built based on the assumptions of creating, refining, reengineering, or 

optimizing a product or service, role/ function or practice, category, market, sector, or industry. To 

stay ahead disruptions, organizations need to agile business process that allow them to adapt faster 

to evolving markets, customers needs, policies, regulations and business models. Successful 

organizations incorporate disruptive thinking in their businesses and management practices to gain 

distinctive value proposition. Organizations that have not seen innovative models as an opportunity 

have lost their edge and have gone out of business.  

 

Technologies such as mobile, cloud, social, video, and big data-driven analytics are driving a 

fundamental business transformation with agility. Successful organizations are implementing these 
technologies to respond to today’s business challenges and to take advantage of new opportunities. 

Platforms like Cloud have enabled organizations’ solutions to fit into Christensen’s framework for 

disruptive innovation because these kinds of technologies offer cheaper, simpler and several 
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alternatives compared to organization’s legacy models challenging organizations to adopt or 

transform their business models (Heisterberg, Verma, et al 2014). Big data is becoming relevant for 

most businesses because it helps them in gaining competitive advantage and in gaining insights to 

offer their products and service based on customers’ needs. Disruptive technologies such as 

delivery platforms like cloud, social, mobile; communication and collaboration channels like web, 

mobile and social; and big data are influencing big business transformations virtually at the same 

time. I argue that it could not be possible for an organization to continue having success without 

these kinds of disruptions transforming its business model. 

 

As of 2016, the biggest technologies of the next half-decade include cloud computing, social media 

or social businesses, next generation mobility, big data, and predictive analytics among others. 

These technologies are not only expected to help current businesses to survive but also to build 

digital businesses (Heisterberg, Verma, et al 2014). My concern is that most organizations still 

deviate too much time and resources to products for mainstream customers and do not focus on 

these technologies that are also becoming the ones influencing organizations to transform their 

business models. Emerging technologies such as social and collaborative power of software have 

also started disrupting and transforming conventional business models.  

 

We live in an increasingly digital age. Next generation organizations will probably manage their 

global teams in a virtual environment by making use of smart and effective technologies for 

collaboration. New and more efficient business models have emerged making previous models 

increasingly obsolete. One example is Netflix’s business model that uses algorithms that allows 

users to rate movies and receive recommendations for other films they might like, as well as some 

others they may never have heard of before. These trends are enhancing customer experiences that 

would build brand loyalty. To succeed in building the next generation digital business is necessary 

to integrate the business ecosystem with customer engagement solutions. 

 

Why incumbent organizations struggle to find the next disruptive technology before new entrants 

do? As mentioned before, incumbent organizations focus too much on mainstream customers from 

whom they capture large revenues. In addition to that Govindarajan and Trimble (2011) have 

stressed that organizations focus too much on their current business model to satisfy their 

mainstream customers and that unfortunately they forget that business model are perishable. It is 
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very important for organizations to keep in mind that “success today does not guarantee success 

tomorrow.”  

  

According to Govindarajan and Trimble (2011) organizations must develop a diagnostic framework 

where they can assess to manage the present, to selectively forget the past, and finally to create the 

future along with foreseeing the industry in five, ten or twenty years considering the variables that 

change the industry such as technology, customer demographics, regulation, globalization, and so 

forth. Striking the balance among preservation, destruction and creation is the most important task 

of an organization’s CEO. It is generally accepted that  CEOs main task is to preserve the business 

yet they overlook destruction and creation variables that influence their businesses. Top-down 

managers are constantly exposed to intense demands for quarterly earnings, risk aversion, 

discomfort with uncertainty, and resistance to change, linear extrapolation from past experience, 

and unwillingness to cannibalize established businesses. Moreover, globalization has opened up in 

economies such as India and China, where unfamiliar rivals are challenging established companies 

with ultra-low-price products. All these give an outcome in the form of many companies failing to 

transform themselves and their business models. 

 
CEOs and top managers have to consider the preservation, destruction and creation variables to win 

today and tomorrow’s positions and success in their industries. Moreover, CEOs and top managers 

are expected to know what exactly to destroy and what to create. Just as Infosys has shown that its 

core service, custom software development for corporations, did not have to happen at the client 

site. Most of the work could be done thousands of miles away in talent-rich but low-cost India. 

Infosys called its approach the “global delivery model” (Govindarajan and Trimble, 2011). 

 

According to Govindarajan and Trimble (2011), the drawbacks of CEOs and top managers who 

focus on analyzing data tend to resist making change on the basis of limited evidence or weak 

signals resulting in a short-term mind-set; a strict focus on existing customers, not emerging ones; 

an obsession with today’s rivals, not potential entrants; an emphasis on leveraging existing 

competencies rather than building new ones; and a tacit assumption that lines of demarcation 

between markets are fixed. The issue here is to virtually shift resources from the present to the 

future. This task must be a necessary activity to balance present and future strategies and to 

constantly transform their business models. 
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For incumbent organizations, disruptive business models are both threats to defend against and also 

opportunities to exploit. Moreover, disruptive business model grow not only by attracting customers 

from incumbent organizations but also by attracting new customers into the new market (Markides, 

2015). If an incumbent is considering to enter and to exploit a market created by disruptive 

innovation, it is necessary to explore if the new market created is small or non-growing or if 

incumbent’s competences are not suitable for that specific market. If so, an incumbent must focus 

on resources on established markets. When incumbents decide to enter the new market and to 

exploit it, it is almost a condition to develop a different business model from that the organization is 

currently using in established markets. 

 

Is it necessary to transform an incumbent organization’s business model or is it necessary to 

develop a completely new model for an organization to succeed? For an organization to succeed it 

is necessary to create an entirely new business model and physically separate the organization into 

two entities because it could protect the new business model from managers from the established 

organization who are likely to see the new business model as a threat. Spinoffs are normally 

characterized by enabling faster action but they fail when organizations create conditions that make 

future integration very difficult. To succeed it is not enough to simply place the new business model 

in the new unit. It is necessary to make us of an integrated mechanism that accepts the exploitation 

of synergies between the parent and the subunit (Markides, 2015).  

 

The combination of products and services can meet customers’ needs, but this approach might 

demand the transformation or the creation of a new business model (Hang and Garnsey, 2011). 

Small organizations do not always obtain resources necessary to develop their business models, so 

they look for other options to release resources to exploit new opportunities. It is of course different 

the way in which incumbent organizations and new entrants do business, and the different 

conditions and approaches they face to develop a business model. Disruptive innovations change 

the terms of competition, changing products attributes and services offerings as well. In emerging 

markets for instance, suppliers of disruptive innovations offer different value products attributes to 

customers compared to those in high-end markets in mature economies. Business models for 

disruptive innovations are aimed to meet the needs of new customers. Entrant organizations can 

release unused knowledge resources, create new resources by reconfiguring their activities and to 
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have access to complementary resources through partnerships, alliances, and mergers and 

acquisitions approaches. Organizations must be able to reconfigure their resources and create bases 

for exploiting opportunities by developing new business models (Hang and Garnsey, 2011). 

 

It is difficult for organizations to succeed in new markets where conflicts are higher. It is vital to 

develop a differentiated business model than that used successfully by disruptors and also to adopt a 

business model that is differentiated from the one incumbent themselves employ in their main 

markets. Incumbent organizations success in exploiting a new market depends on a different 

business model than the one used by entrants/disruptors. It does not guarantee success but it 

increases the probability that incumbent organizations will efficaciously attack the disruptors in the 

new markets created (Markides, 2015). 

 

Managers play an important role in making decisions yet their abilities, capabilities and skills are 

determinant in the process of both maximizing profits and developing new business models. What 

does it take to avoid falling in the tramp of focusing too much on short term profits and on 

mainstream customers when there might be some other potential customers and markets generating 

attractive profits in the short/long run? How not to ignore disruptive technologies that have the 

potentiality to move upwards markets?  

Empirical evidence has shown that successful organizations frequently experiment with new 

technologies to prevent their replacement by new entrants. Incumbent organizations, especially the 

ones in mature industries, have successfully managed this transformation yet there are many 

example of how incumbents face several difficulties when confronting technological change.  The 

real challenge is a business model problem not a technology problem. It is critical for an 

organization to consider overcoming the technology shift while simultaneously crafting a business 

model. When facing a potential technology shift, organizations must make a difficult choice that 

might profoundly affect their business model. Organizations’ business models face the risk to 

become outdated, offering a value proposition that few customers will demand in the future (Tongur 

and Enwall, 2014). 

 

The business model dilemma as proposed by Tongur and Enwall is a profound strategic problem 

that, if left unsolved, risks holding back necessary radical changes within the firm's value 

proposition, value creation, and value capture processes. Incumbent organizations that went out of 



	 31	

business did so because they did not adapt their business models to the emerging competitive 

landscape. When facing a technology change, organizations that invest merely in a technological 

strategy are more like to lose their revenue due to an outdated value proposition. The emergence of 

new technologies, disruptive ones included, suggests that new attributes will be important for 

customers in the future. It implies a new business model design or transformation that reflects the 

necessity of a new value proposition and new value capture practices (Tongur and Enwall, 2014). 

 

 

Successful organizations have the capacity to develop different products/services with a different 

value proposition aimed to those customers in the new market. Incumbent organizations must 

develop an entrepreneurial mindset and adopt great attitude if they are going to succeed in a new 

market. But what do incumbent organizations can expect if they take into consideration that the 

failure rates of entrants are considerably high?  Organizations must grab the opportunities that are 

found in both mature and emergent markets for both sustaining and disruptive innovations. 

 

3.4	Externalities	as	drivers	of	disruptive	innovations	
	
	
Disruptive innovations are also changing the patterns of competition. Organizations using 

disruptive innovations are focusing on new potential customers and creating new markets. These 

new patterns require new ways of doing business and it also requires new business model because 

disruptive innovations offer different value propositions, more affordable and more convenient 

offering than those already found in the market. 

 

Disruptive innovations opportunities could be found when technological changes emerge, when 

changes in demographics indicates where potential customers are, and in changes in geographic 

distribution of markets for innovation.  For the case of changes in demographics, Hang and Garnsey 

(2011) suggest that demand in developed countries is characterized by an increased longevity, a 

decreased birth rate, and an ageing baby boom generation found in for example Europe and Japan. 

The aging population phenomenon is reflected in limited incomes and the demand for cheaper, 

simple and easy to use products and services. These kinds of markets characteristics are the 

platform for another wave of disruptive innovations where austerity in engineering and business 
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model construction can indeed support disruptive technologies in the form of affordable and 

convenient offering for new groups of customers in not only mature economies but also in emerging 

economies. According to Hang and Garnsey, (2011) the rates of demand in emerging economies, 

such as in the so-called BRICS, is higher compared to the demand in mature economies. The 

economic shift is increasingly generating opportunities for innovation. Environmental issues related 

to innovation is another area in which growth is increasing as a result of concerns about impact of 

climate change and increased laws and regulations pressure to address the problem. These are 

examples of opportunities where disruptive innovations are expected areas of rapid growth. 

 

Diverse areas of technology are becoming affordable and powerful like information and 

communication technologies (ITCs). Microprocessors and App’s in combination with the Internet 

have been enabling smart computers, smart phones and many other electronic devices to become 

smaller, cheaper and easy to use. These kinds of technologies were developed for sustaining 

innovation usages. However, their attributes make them good candidates to generate disruptive 

innovations. Micro-electro mechanical systems (MEMS) are another example whose electronic 

elements have also been miniaturized and mass-produced.  Their potentiality is appealing because 

they have a wide range of applications that can create more potential disruptive innovations and 

also can creating new markets (Hang and Garnsey, 2011). 

 

Renewable energy sources such as solar cells, wind, etc., are mainly found in advances economies 

where large organizations invest heavily in R&D and manufacturing. Nonetheless, entrepreneurial 

organizations are finding less costly ways to innovate and to generate solutions. There are of course 

many other areas of advanced technologies such as biomedical, transportation, environmental, 

offshore engineering, etc., which have the innovative potential for entrepreneurial organizations to 

identify and exploit.  

 

The above-mentioned technologies have the potentiality to create new capabilities especially when 

they are combined. Such is the case of mechanical and electronics engineering giving the rise to 

mechatronic technologies that are being used to introduce low-cost automation in consumer goods, 

manufacturing plants and in research laboratories. Media technologies can create another innovative 

opportunities for entrepreneurial organizations, which need to identify whether a technology is a 

candidate for sustaining high-end innovation or if it is a simpler and cheaper technology that easily 
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meets customers’ needs and at the same time it could become candidate for a disruptive innovation.  

 

 

Markets in developing countries generate disruptive innovations based on opportunity discovery. In 

many other cases, opportunities have been identified from technology push rather than arising from 

technology pull. Technologies in general can also be developed specifically with a view to 

disruptive innovation. R&D is rarely seen as a source of disruptive technologies creation rather a 

greater understanding of disruptive innovation is better to deliberately design disruptive innovations 

when having customers’ needs in mind. Innovative organizations are now biased to simpler 

affordable technologies in emerging markets, experiencing that this creates opportunities for reverse 

innovation (Hang and Garnsey, 2011). 

 

Large organizations have also started investing in new forms of R&D whose main goal is to target 

potential applications in high-growth emerging markets where organizations can create products 

tailored to millions if not billions of potential customers. Some organizations based their R&D 

activities on the SMART principle that helps them to create products that are Small, Maintenance 

friendly, Affordable, Reliable, and Timely to make (Hang and Garnsey, 2011). 

 

In order for entrepreneurial organizations to discover innovations opportunities, they not only focus 

on changes but also are proactive to create disruptive innovations. Moreover, entrepreneurial 

organizations combine the discovery and opportunities creation approaches to discovery new 

opportunities. A discovery learning approach or experimentation is needed to create affordable 

disruptive innovations/solutions that are smaller, simpler, easier to use, mobile, etc., as mentioned 

before. Thus, the opportunity discovery/creation approach is good for entrepreneur organizations 

whose function is to create products and services for mature but also for emerging markets because 

there is an increased demand for products and services, which are reliable and affordable. The way 

these entrepreneurial organizations can discover potential customers is by experimenting until a 

viable market is discovered and develop as Christensen (1997) suggested.  
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3.5	Spin-offs	as	solution	to	disruptive	innovations	
 
 
Incumbent organization must avoid utilizing the same value network, cost structures and business 

model in their parent and subunits. The IBM case shows that by creating an autonomous 

organization that was free to buy components from any source, to sell through its own channels, and 

to forge a cost structure appropriate to its technological and competitive requirements of the 

personal computing market the company become successful (Christensen, 1997). Corporate spin-

offs can be differentiated between restructuring-driven spin-offs that are controlled by the parent 

firm; and entrepreneurial spin-offs, which are not necessarily managed by the parent organization 

rather they are initiated by former employees who worked for the parent organization (Lee, Brush 

and Hahn, 2010). 

 

It must be a very difficult task to manage the peaceful challenging coexistence of two cost 

structures, two different business models designed to create and to capture value from within a 

single organization. Spin-offs and splits are an option and can be supported by financial modeling 

around the relative profitability and growth prospects of the organization’s units involved, by giving 

an organization a greater focus or by allowing it to unload units that have been a drag on growth 

(Andrew Campbell, 2014).  At least in the short run, spin-offs offer value-creation capabilities for 

stakeholders. Empirical studies have shown that the market reactions to the parent firm are positive 

during both the announcement and completion periods, and that the long-term performance of the 

child and the parent firms is generally positive indicating that the sum of value of two divided firms 

might be greater than the value of the single undivided firm. Some types of business models are 

associated with higher innovativeness than others (Lee, Brush and Hahn, 2010). In addition to that, 

spin-offs have brought numerous innovations to the world (Chesbrough, 2002). 

 
 
The thought of a single organization not being capable of pursuing disruptive technology implies 

organizations to maintain their competitive intensity in the mainstream, while simultaneously trying 

pursuing disruptive technologies. Top managers must consider that innovative motivation and 

innovative learning strongly influence the spin-offs’ performance (Lee, Brush and Hahn, 2010). 

Positioning an organization in one market will likely suffer unless two separate organizations, 

embedded within the appropriate value networks, pursue their separate customers. In Christensen’s 
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work (1997) it is showed how the same disruptive technology patterns are present in organizations 

from other industries than the hard disk industry, where costs structures and value networks 

significantly differ between mainstream organizations and subunits/autonomous organizations 

along with focus on market segments that are normally ignored by most incumbent organizations. 

However, sometimes splitting the business does not change the position of either half of the 

business neither does it change the competitive advantage of other half. An organization has to 

make sure that the reason of the split is that the combined businesses have anti-trust restrictions 

(Andrew Campbell, 2014). This is the typical pattern followed by incumbents.  

 

It is generally accepted by top managers and stakeholders to focus on higher performance initiatives 

that promise upscale margins. Projects of these kinds are the ones that capture resources. 

Frequently, it has seen that organizations failure when those who are responsible for making 

resource allocations decisions hardly see the sense in investing the necessary money, time and 

energy in low-end markets whose products are not demanded by mainstream customer. However, 

organizations must maintain their competitive intensity in the mainstream, while at the same time 

they have to pursue disruptive technology only if two separate organizations, embedded with the 

appropriate value networks pursue their separate customers.  

 

To succeed, it is vital to build an independent organization to pursue disruptive technologies. It has 

seen that two models used to manage how to make money cannot coexist within a single 

organization. The same principles must be valid for non-financial organizations, so the parent firm’s 

reduced focus can positively influence the creation and post-spin-off performance. The size of the 

spin-off is expected to influence the performance positively, especially the short-term performance. 

The spin-off may influence the innovative activity of the child firm and the innovative activity may 

determine the long-term performance of the spin-off organization (Lee, Brush and Hahn, 2010). 

 

 

Depending on the architecture of a business model is the degree of innovativeness in spin-offs. It 

seems that spin-offs that pursue several business models at the same time are expected to be more 

innovative than organizations pursuing a single business model (Clausen and Rasmussen, 2013). 

Organizations must change their business models before they are left behind by other peer 

organizations. A transformed business model could be understood as specific factors that can 
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explain differences in performance among organizations Chesbrough and Rosenbloom (2002). 

 
Since a business model is seen as a mediating mechanism between technology and economic value 

(Chesbrough and Rosenbloom, 2002), the choice of business models likely influence the potential 

impact of spin-offs and organizations in general. What is interesting here, is to ask how business 

models are being transformed to reach a level to develop new technologies with the potential of 

reaching a broader set of applications that are associated with higher innovativeness compared to 

business models aimed simply at using technology for a specific purpose such as product 

development (Clausen and Rasmussen, 2013). 

 
Spin-offs modify their business models over time as entrepreneurs improve their knowledge about 

resources and opportunities. Organizations in general might also experience how innovations, 

disruptive ones included, also transform organizations’ business models because organizations 

might update the way in which they conduct business, the methods with which they create and 

capture value. 

 

Technological competencies are said to be fungible (Danneels 2007; Penrose 1959) i.e. that a 

technology may have several different areas of application. This phenomenon has seen in other 

areas, for instance Shane (2000) revealed that a technology x, invented at MIT, was used by eight 

different entrepreneurs who were successfully pursuing different markets. Managers really need to 

understand the importance of allocating resources to disruptive innovations, which in their early 

stages do not have a clear market but they have the potentiality to succeed even in different market 

segments. It also makes sense for spin-offs to simultaneously pursue different business models to 

commercialize their products/services. 

 
Organizations that pursue more than one business model have several channels through which their 

technology can be exploited enabling technological change and further innovation they are able to 

explore and identify more innovative business opportunities. Business models heterogeneity do not 

only exist across firms but also within firms. Spin-offs using different business models in parallel 

may be better at developing technology that challenge established industry practice and generate 

new ideas to the industry. Organizations experimenting with several business models may generate 

a source of alternative market opportunities and be better able to select the most favorable 

approaches (Clausen and Rasmussen, 2013). 
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At the other side of the spectrum, is the possibility of spin-offs becoming a double-edged sword 

since the risk is latent when considering the possibility of an organization killing another of its 

business units. It is possible that two businesses could compete against each other. There is the 

latent risk an organization can face when creating a subunit, which designs and builds a technology 

that can cannibalize a mainstream product offered by the parent organization. Organizations have to 

have a certain degree of risk-taker attitude to avoid leaving peer organizations to compete in the 

same market.  

 

 According to Claud-Gaudillt and Quetin (2003) entering into a new market could hardly be 

reduced to only a spin-off, an acquisition or an alliance, and that organizations entering a new 

market develop capabilities over time and market entry strategies may imply the recourse of several 

modes of entry. Spin-offs are not the only option to enter new markets: Alliance that are good to 

access capabilities and combining resources aimed to create new capabilities and to access 

resources possessed by other organizations and to gain an early panorama on emerging 

opportunities. Acquisitions also allow organization to undertake substantial expansion of resources 

that are difficult to develop internally allowing a quick entry into a market. And finally market 

transactions could be used to access external capabilities faster, it has a high degree of flexibility yet 

opportunism is a downside. Taking part in a disruptive innovative market demands the acquisition 

of different capabilities, which requires the development of a business model. 

 

 

3.6	Markets	for	disruptive	innovation	
	
For organizations facing a technological change, leadership is crucial when commercializing 

disruptive innovations. To do this, it is necessary to place projects that are to develop such 

technologies in commercial organizations that match in size the market they are to address. 

Empirical evidence has shown that small, emerging markets for disruptive innovations cannot solve 

the near-term growth and profit requirements of large companies (Clayton Christensen, 1997). 

What is interesting to consider and be careful to is that analyzing different kinds of innovations 

could be a mistake since different innovations have different effects and create different kinds of 

markets Cosntatinos Markides (2006). 
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Organizations, facing the challenge to enter emerging markets at the right time especially when they 

become larger and successful, need to find the way to match commercializing disruptive technology 

projects in small organizations that can see potential market opportunities, even though if those 

opportunities are expected to be small. How to manage a large successful company dealing with 

size and growth when confronting disruptive change? Christensen (1997) has suggested that it is 

important to try to accelerate the growth rate of the emerging market to become big enough to make 

a meaningful dent on the trajectory of profit and revenue growth of a large company. To enlarge a 

market implies a business model innovation being much more than the discovery of a radical new 

strategy on the part of a firm. Organizations that are business-model innovators introduce new 

business models in their respective markets that attract new consumers and enlarge their markets 

Cosntatinos Markides (2006).  

 

Most organizations prefer to wait until the market has emerged to “become large enough to be 

interesting”. My concern is that organizations that wait until a market becomes large enough to be 

interesting embraces the risk of giving the opportunity to peer companies to control and take 

advantage of that new market. Of course there is also the possibility that organizations face the risk 

of not having the right capability at the right time (Claude-Gaudillat and Quetin). And like 

Christensen (1997), I also think that it is a strategy that can have its drawbacks, because the 

organizations creating new markets frequently duplicate capabilities that match the requirements of 

those markets and that later entrants find it difficult to replicate.  

 
One of the central points of disruptive innovations is demand. Even though disruptive technologies 

often enable something to be done that previously had been considered impossible, disruptive 

innovations initially emerge at a point when neither manufacturers nor customers know how or why 

the products will be used, and hence it is not easy to know what specific features of the product will 

and will not ultimately be valued. Building such markets entails a process of mutual discovery by 

customers and manufacturers, and this process simply takes time (Christensen, 1997). What about 

the markets that emerge as a result of technology-push? Those newly created markets are invaded 

by a considerable number of new entrants that see the opportunities well before the new market 

starts growing. Eventually the wave of entry decreases and is often followed by a shakeout, which 

leads to the death of most of the early pioneers (Markides, 2006). 

 
Since emerging markets are small by definition, organizations competing in them must be able to 
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become profitable at small scale. It is vital to adopt a good strategy because organizations and/or 

projects that have the potential to be profitable are expected to continuously attract financial and 

human resources both from their corporate parents and from capital markets. Otherwise, incumbent 

organizations face the central issue that small markets cannot satisfy the near-term growth 

requirements of big organizations (Christensen, 1997). Incumbent organizations advantageously 

create disruptive business models when they enter a new market where entrenched competitors have 

first-mover advantages (Markides, 2006). 

 

Organizations deal with myriad issues when facing challenges such a disruptive innovations. For 

instance, projects only make sense to people if they respond to the needs of mainstream customers, 

if they enhance the organization’s profit and growth, and if taking part in the project enhances the 

career opportunities of talented employees. Otherwise, the participation of managers in an 

organization is vital to justify why certain projects deserve resources and cannot manage the project 

as effectively. In most cases, key people are not interested in being associated with projects that are 

viewed as nonessential and those kinds of projects are the ones to be canceled or postponed first 

(Christensen, 1997). 

 

Small markets do not solve the growth problems of big companies but if one considers that a 

disruptive innovation process has the tendency to move high-end markets, large companies not only 

have the option to develop a spin-off in an independent organization but also they have the option to 

acquire an appropriately small company, which is motivated by the opportunity offered by a 

disruptive technology in its early stages, to embed the project. So it is vital to create a spin-off or to 

acquire a small organization whose size matches the opportunities offered by disruptive innovations 

(Christensen, 1997). Incumbent organizations could function as venture capitalists; they could 

develop formal strategic alliances with start-ups or even with subunits to build a new mass-market 

business, as new entrants do not have the necessary resources such as marketing, power and 

distribution to scale-up. It is a good strategy to join larger organizations to consolidate a new market 

for disruptive innovation (Merkiades, 2006). 

 

What characterizes most incumbent organizations is that their decisions are made considering 

sustaining technologies, which are targeted at known markets where customer needs are understood  

contrary to disruptive technologies and their unknown and risky markets (Christensen, 1997). I 
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contend that for managers it is crucial to expand their knowledge and experiences about the way 

their organizations traditionally do business.  

 

Today, with the advances in technology and changing buying behavior along with changes in the 

whole market, organizations must be in the need to change their business models to keep up with 

the evolution in the industries and markets where they operate. A main question still remains, how 

to identify a market for disruptive innovations? To find a market for disruptive innovation is not 

easy. Exploration has been suggested to solve part of the problem along with left resources 

availability to redirect an organization’s projects if necessary and building upon what they learned 

on the way to reshape a market for disruptive innovations. Focus must be on the creation of new 

markets that most incumbents have traditionally ignored and/or have not foreseen and resources left 

and to keep in mind that failure often will be present throughout the process of finding new markets 

for disruptive innovations. It is said that for disruptive technologies action must be taken before 

prudently plans for learning are made contrary to sustaining technologies where plans are made 

before action is taken. Since the new markets have different key success factors, they also require a 

different combination of tailored activities from the firm. For any external change an organization 

experiences, there may be the need to change its business model as well (Merkiades, 2006). 
 
 
When the rates of performance improvement exceeds the rates of performance improvements that 

the market needs, a performance oversupply occurs creating an opportunity for disruptive 

technologies to emerge and gradually invading established markets from below. Once the 

performance level demanded of a particular attribute is achieved, customers react by progressively 

not paying premium prices, and the criteria used by customers to choose one product over another is 

changed to qualities for which market demands are not satisfied.  

 

Products are exposed to evolve overtime, the buying hierarchy framework can be used to analyze 

the evolution of products in four stages: functionality, reliability, convenience and price. One 

characteristic of a disruptive innovation is that it announces a change in the basis of competition. 

Disruptive innovations can be worthless in mainstream markets but generally become important in 

emergent markets. Further, it has been mentioned before that disruptive innovations are cheaper, 

simpler and more reliable and more convenient than established products. It is vital for managers to 

keep in mind these characteristics to effectively design, build, launch and sell disruptive products 
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even when market applications for disruptive technologies are unknown in advance (Christensen, 

1997).  

 

 

3.7	Capabilities	
 
Capabilities play an important role when companies are dealing with disruptive innovations because 

the degree of technological change relative to companies’ capabilities is said to determine the 

success of an organization if organizations will succeed after a disruptive innovation emerges in an 

industry. Priorities in terms of choices about which technological problem organizations would 

solve first and which ones they would avoid are determinant parameters of skills and knowledge 

accumulation (Christensen, 1997). However, those skills and knowledge accumulation could be a 

doubled-edge sword for an organization facing products, services and even processes performance 

problems that demand a different set of knowledge than that already accumulated by an incumbent. 

I argue that organizations must acquire abilities and capabilities to manage not only knowledge 

accumulation but also to be ready to face new challenges and acquire new knowledge and 

capabilities needed to solve products, services and processes problems with different characteristics. 

 

Resources, values and also process are crucial for any organization. Resources in the form of 

people, assets and things such as technology, product design, equipment, information, cash and 

relationships with stakeholders, and so forth are very important because the access to resources is 

what defines an organization’s probabilities to cope with change.  

 

Technological change is considered an exogenous technical innovation that modifies the 

components, systems, techniques, or methods required for producing organizational outputs. 

Technological change can potentially affect firm capabilities, because it introduces new scientific 

knowledge and generates new alternatives for configuring capabilities, performing organizational 

activities, and creating value. The so-called capability substitution mechanism provides incumbents 

with three options for modifying their portfolio of capabilities in the face of technological change: 

to retain existing capabilities, to discard existing capabilities, or to acquire new capabilities  (Lavie, 

2006).  
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Disruptive innovations demand the transformation of an organization’ business model because 

disruptive products/services need to address several customers segments as well as to forestall 

potential disruptors in a current market, or to expand or create new markets, etc., all require distinct 

business models to operate (Casadesus-Masanell and Tarziján, 2012). 

 

Processes are used in organizations to transform resources into products and services of higher 

value. Processes are not only related to manufacturing processes but also to those processes that are 

accomplished. Processes must be designed to address a specific task and when another task is 

present it is necessary to make a new design that is aligned with that specific task for it to become a 

capability not a disability.  

 

In larger and complex organizations, it is vital for senior managers to make sure that employees are 

well trained to make autonomous decisions about priorities that are in line with strategies and the 

organization’s business model. What if a business model is changed by externalities? According to 

Christensen (1997) an organization’s values reflect its cost structure or business model since these 

mechanisms define the rules employees have to follow in order for the organization to make money. 

Large companies constitute a very real disability in managing innovation, reason from which a 

considerable number of large organizations have split into two unities to solve the problem. The 

transformation or implementation of multiple business models can help organizations boost their 

ability to create and capture value and to gain long lasting advantages (Casadesus-Masanell and 

Tarziján, 2012). 

 

In terms of innovation what is interesting to mention is the outcome of Christensen’ work (1997) 

that showed organizations that led in developing and introducing new technologies were the ones 

that led in old technologies as well. Disruptive products have no new technologies involved; instead 

disruptive products and services have of course lower performance, are cheaper and are easier to 

use - characteristics that are difficult to manage by large organizations. Pointing this out is useful to 

understand the importance of what Christensen called Resource-Processes-Value (RPV) framework 

used to comprehend organizations’ behavior when adopting a sustaining or a disruptive innovation 

strategy. Contrary to sustaining innovation, disruptive innovations are not developed and introduced 

as often as sustaining innovations, for that reason most organizations do not have a routinized 

process for handling them. Further to that, disruptive products are targeted to new customers and 
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promise lower profit margins. These innovations are generally inconsistent with leading 

organizations’ values. According to Christensen (1997), leading organizations have resources such 

as people, money, technology, etc., required to succeed in both sustaining and disruptive innovation 

yet the problem become latent when organizations’ processes and values constitute disabilities in 

their efforts to succeed at disruptive innovations. This is challenging because smaller organizations 

are more capable of pursuing emerging growth markets. Even though organizations, subunits or 

startups do not have the necessary resources, they have the values that embrace small markets and 

their specific cost structures that can help to adjust lower margins (Christensen, 1997). 

  

For managers to master a technological change or disruptive innovation, it is necessary to make 

sure that the organization is capable of succeeding, and to make sure that the organization’s 

processes and values are aligned with the problem along with the right resources assignation.  For a 

subunit, a smaller organization or a startup to succeed in their early stages has much to do with their 

resources in the form of human resources. Overtime the organization’s capabilities are shifted 

towards its processes and values. Even a new business model and the types of business need to be 

accorded highest priority. What is also vital to keep in mind is that emergent organizations own 

their initial success to human resources yet they must avoid failing by not lacking the creation of 

processes that can create successful new products (Christensen, 1997).  

 

For Clayton Christensen (1997), as organizations continuously face the same kinds of problems 

whose processes and values were initially designed to address, managing an organization is 

relatively simple. But the same factors also define what an organization cannot do, they constitute 

disabilities when the problem that an organization faces suddenly change. For the case of human 

resources, it is an easy task to solve but for processes and values embedded in the organization’s 

culture the situation becomes extremely difficult.  Processes and values are not as flexible as 

resources are, values describing organization’s priorities on high margin products cannot focus 

priorities on low-margin products. Thus to create new capabilities addressed to new tasks, managers 

can either acquire a different organization or create a subunit whose processes and values are in 

tune with the new task; or to try to change processes and values of the organization even though it is 

a difficult and time consuming task. Capability acquisition can indeed be carried out by merging 

with and acquiring firms with unrelated capabilities, learning from participants in industry 

associations, and engaging in joint ventures and other forms of interfirm alliances, as well as 
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through hiring personnel with new sets of knowledge and skills (Lavie, 2006). 
	

By acquiring a new organization rather than developing a set of capabilities makes financial sense 

for most managers. However, incumbent organizations usually lose their advantage in the wake of 

technological change when the value of their existing capabilities is eroded and they fail to get rid 

of core rigidities and acquire new valuable capabilities of organizational activities providing a 

mechanism that modifies capabilities and operational routines. The RPV framework can be useful 

to integrate acquired organizations but if the processes and values of the new acquired organizations 

is where success relies then managers must not integrate those into the parent organization and the 

same is valid if the parent organization’s resources were the main rational for the acquisition, the 

integration of the new firm into the parent can make so much sense. Process and values define how 

resources are combined to create value, which has to be defined through the development and 

design of a new business model (Christensen, 1997). 

 

Since processes are meant not to change and disruptive change emerges, managers need to put 

together capabilities to face the change before affecting the mainstream business whose processes 

have to be aligned to an updated business model since it is impossible to ask one process to do two 

completely different things. It would demand the creation of different teams and different processes 

to address new problems. As mentioned is previous section, a spin-out might be one solution in this 

case because this mechanism is good to create new capabilities. A spin-out is necessary when a 

mainstream organization’s values would make it incapable of focusing resources on innovation 

projects. As it is well known large organizations are not expected to allocate critical resources 

needed to build a strong position in smaller emerging markets (Christensen, 1997). 

 

When an emerging disruptive technology demands a different cost structure to be both profitable 

and competitive, or when the size of the opportunity is considerably small relative to the growth 

needs of the mainstream organization then a spin-out organization is part of the solution. What is 

important is the spin-out’s autonomy from the normal resource allocation process since values are 

the criteria by which prioritization decisions are made. Understanding a problem is the most 

important step an organization can solve. The disruptive technology model is relative because what 

is disruptive to one organization might have a sustaining impact on another (Christensen, 1997).  
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4.	DISRUPTIVE	INNOVATION:	THE	NEAR	FUTURE	
	
It is a fact that there are several phenomena changing the world, changing the way organizations do 

business and changing consumer behavior. Just to mention a few, in some regions in the world there 

are some countries experiencing the so-called aging problem. As technology development goes its 

inexorable course, big data being produced and gathered, new materials are being found and 

developed countries continue to age, new markets will be created. For instance, nano- robots are 

flourishing and expanding to new and several already established industries. Tasks that originally 

were the exclusive domain of human beings are now opening up to robots and their link to the cloud 

that helps robots to access huge amounts of information and shared experiences of every other 

robots of their kind learning at an accelerating rate to enhance the understanding of their own belief 

space. Belief space is a “mathematical framework used to model a given environment statistically to 

develop probabilistic outcomes, it is the application of algorithms to make sense of new or messy 

contexts” (Ross, 2016).  

 

The market is being inhabited by organizations that are scaling and generating value at a pace never 

before seen in business. This new age of billion-dollar start-ups and trillion-dollar corporation is a 

place where only the best organizations and institutions are and will continue to move very fast. To 

keep their presence in the market, organizations need to transition into an entity that is sufficiently 

scalable, smart, fast moving in order to enjoy exponential success, it all with a minimum of 

resources and time invested.  

 

Organizations are experiencing huge challenges, the average lifespan of large organizations has 

been reduce to 15 years today what it was of 67 years back in 1920. This new age demands 

different approaches and solutions to build new business, to increase rates of success and to solve 

challenges in the years to come where digital transformation is taking place and at the core is 

information.  As of 2016 there are main technologies that are now information-enabled such as 

Artificial Intelligence (AI), the Internet of Things (IoT), biotech and bioinformatics, robotics, 

neuro- and data science, medicine, 3D printing, nanotechnology, energy generation just to mention 

a few (Ismail, Malone and Van Geest, 2014).  
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4.1	The	Internet	of	Things	(IoT)		
	
IoT for instance is transforming organizations’ business models because it is elimination high cost 

and it is helping organization to offer cheaper and reliable products. Incumbent organizations need 

to update the way they create and capture value in order to take advantage of cloud-based 

opportunities. In a linked world, products are connected to other products leading to new and 

revolutionary services that improve forecasting, processes and customer’s products and services 

experience i.e. new possibilities for IoT-based value creation. Technological product last longer 

thanks to over-the-air updates and have synergy value. Real-time and prediction is a how managers 

solve emergent needs compared to traditional approaches to create value. To capture value, 

organizations now need to focus on products’ personalization, circumstance and network effects. 

Organizations’ core capabilities depend on the need to focus on growing partnerships, to do so it is 

vital to understand how other connected organizations make money. Besides, ones’ products will 

allow other organizations to create and capture value, too (Gordon Hui, 2014). 

 

 

4.2	Artificial	Intelligence	(AI)		
	
The development of communications along with emergence of new capabilities in the physical 

realm might be demanding organizations to transform their business models. Organizations, 

especially technological ones, are rapidly moving to create and to capture value from AI 

technologies, whose benefits include lower cost, improved quality and consistency services, better 

faster and more informed business decisions. To create business value from AI, Bataller and Harris 

(2016) suggest considering automation and augmentation as variables to provide solutions. Through 

automation of routine tasks help improving productivity and performance yet augmentation is used 

to more critical situation where automation is not an option such as in medical treatment. When 

adopting AI technologies, organizations can for instance consider work and data/information 

complexity to generate four of activity models: efficiency, expert, effectiveness and innovation.  

(Bataller and Harris, 2016). 
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4.3	The	Cloud		
	
Cloud computing, “defined as a pay-per-use consumption and delivery model, enables real-time 

delivery of configurable computing resources such as networks, servers, storage, applications, 

services. These are highly scalable resources delivered over the Internet to companies that pay only 

for what they use. Cloud delivery models can help organizations scale their investments as they 

grow their business. They can also open the door to new business approaches through standardized 

applications, infrastructure, testing environments and business processes that help improve service 

delivery and efficiency” (Berman, Kesterson-Townes et al., 2012). By adopting cloud technologies, 

organizations embrace the power of cloud to optimize, innovate and disrupt business models as well 

as to reduce the complexity and costs related with conventionally IT approaches, and to target more 

strategic business capabilities. With cloud technologies, organizations are also transforming both 

products and services and consequently transforming customers’ value proposition and 

relationships. 

 

According to Berman, Kesterson-Townes et al., (2012) to better meet customers’ needs and 

increase future growth, cloud provides a way to exploit the capabilities needed to do so. Besides, 

the outcome of the research work of Berman, Kesterson-Townes et al. (2012) suggests six cloud 

attributes to power business model innovation: cost flexibility, business scalability, market 

adaptability, context-driven variability, and ecosystem connectivity. In my view, all of these 

attributes highly contribute to the transformation and enhancement of organization’s business 

models to better answer to customers’ demands and needs through customer value propositions - 

enhance, extend or invent - and organization/industry value chain, but also to keep up with the 

inexorable pace of technology development.  

 

Both cloud services consumers and providers enhance their business models and improve value for 

their customers; and to engage in innovation within their own value chain or within other value 

chains as well as enhancing the business model of themselves and of other organizations. Whether 

an organization adopts an optimizers, innovator or disruptors archetype, it can use the cloud to 

affect value proposition and value chain dimensions (Berman, Kesterson-Townes et al. (2012).  

 

The challenges and expectations that especially incumbent organizations face are enormous because 

exponential organizations are overtaking commerce and more found in modern life at a extremely 
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fast pace that will fleetingly leave linear organization far behind making them unable to adapt to 

fast technological change. Exponential organizations characteristics demand some changes for 

incumbents to keep up with exponentially.  

 

 

4.4	Exponential	Organizations	(ExOs)	
	
We are living in an era where the creation of new products will be a high priority for organizations 

because of the rise of different exponential technologies. Especially for large organizations, 

competition is not in the form of traditional large peer organizations, it is rather becoming 

represented by Millennials emerging globally, most of them with the potential to disrupt well-

established organizations. It is important for organizations to not forget that the traditional linear 

thinking does not work in an exponential world. Obviously for large incumbent organizations, it is 

extremely difficult, if not impossible to try to change every part of the organization’s structure 

without changing the nature of it. I argue that critical important for organizations is to consider how 

disruptions are demanding and transforming organizations’ business models.  

 

The concept of Exponential Organizations (ExOs) represents the structure that best suits and 

addresses this hyper-speed, non-linear, web-driven pace of modern world (Ismail, Malone and Van 

Geest, 2014). What is interesting about these ExOs is that they do not really own assets or 

workforce, they are rather leveraging external sources to achieve their goals by maintaining a very 

limited number of employees and facilities giving them huge flexibility. Further, ExOs think big 

keeping in mind that “ the world’s biggest problems re the world’s biggest markets” Peter 

Diamandis. Empirical expectations indicate that exponential organizations will overcome traditional 

linear organizations in most industries because they take better advantage the information-based 

externalities inaccessible to old structures empowering them to a faster grow than their linear peers. 

 

Business models need to be transformed not before creating an exponential mindset, which creates 

different products and services, to create exponential value. Exponential digital business models 

demand the use of network effects to create the so-called accelerating returns to scale. Exponential 

mindset acts different in the business cycle that Mark Bonchek, (2016) defined in three stages: 

launch, grow and expand. In the launch phase of vision and uncertainty of an organization, business 
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models need to be developed and/ or transformed having an exponentially mindset. In this stage 

strategies embrace uncertainty, there is a lack of a well-defined plan yet exponential mindset helps 

organizations to manage uncertainty and more ambitious with an organization’s vision.  

 

In the building stage where courage and patience are the focus, fear of disruption and competition 

can be a powerful tool. However, managers have to pay attention to the expectation gap that 

according to Mark Bonchek, (2016) it is the point where most progress takes place once the curve 

starts to bend. Finally, the grow phase where agility and control are key. It is important for 

organizations to transform their strategies and to sustain the accelerating returns by efficiently 

mobilizing and managing resources to grow output faster than input. 

 

Humanity has been experiencing a paradigm shift; this is a revolutionary technological change in 

processes, distribution, retailing, marketing, etc., i.e. a radical change in the insights of the market 

place. In addition to that an information-based environment is delivering essentially disruptive 

opportunities. There are many disruptions taking place around the global economy, this shift is said 

to occur from a physical to an information substrate, and this phenomenon is indeed a shift to an 

information-based paradigm. When the shift to information-based environment takes place, the pace 

of development moves to an exponential growth path and performance doubles every year or two. 

As information-based paradigm transforms the world, it is also impacting the world economically 

(Ismail, Malone and Van Geest, 2014). 

 

4.5	The	Internet		
	
The Internet has completely been transforming our relationship to the physical world. It is expected 

that by 2020, there will be 50 billion Internet-connected devices and that this number will grow to a 

trillion by 2030 as we information-enable every feature of the world in the Internet of Things and 

everything is being disrupted in the process (Ismail, Malone and Van Geest, 2014). Within the 

robotics industry, the future of technology is embraced in the concept of singularity, which is a 

theoretical point in time when artificial intelligence is expected to match or surpass human 

intelligence (Ross, 2016).  

 

With the emergence of Apples iPhone in 2007, some scholars state that everything in high-tech 
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changed that day as existing strategies in consumer electronics were rendered obsolete. Another 

example is seen in Nokia’s acquisition Navteq, a navigation and roadmap company versus Waze 

that leapfrogged physical sensors by piggybacking on its users’ smartphones. This example is 

relevant because is shows two different companies’ approaches to ownership. While Nokia spent 

enormous amount of money to purchase and own billions of dollars in physical assets, Waze just 

accessed information already available on user-owned technology (Ismail, Malone and Van Geest, 

2014). 

 

 The way in which most products and services are built continue to be in a linear approach 

characterized by having top-down and hierarchical organizations, financial-outcomes driven, 

innovation coming from internal sources, risk aversion, process inflexibility, large number of 

employees, controls totally own assets, and so forth. Characteristic of linear organizations is that 

they rarely disrupt their own products and services since they have not the tools nor the attitude or 

the perspective to do so, they simply keep growing in order to take advantage of economies of 

scale. However, large organizations are challenged to operate in a fast-moving world. This 

exponential describes that no matter how a clear understanding organizations have today all is 

going to rapidly become obsolete, then organizations have the huge task to refresh and educate 

themselves and their employees about both the technologies and the organizational capabilities. 

Nevertheless, what makes incumbent organizations efficient at expansion and growth, ceteris 

paribus, is also what makes them extraordinarily vulnerable to disruption (Ismail, Malone and Van 

Geest, 2014).  

 

4.6	Big	Data	
	
To become a successful organization, it is necessary to have free access to resources organizations 

themselves do not own, and to see information as their greatest asset. The wonder of accessing 

resources and information-based is that marginal costs drop to zero - demonetization. Sources of big 

data emerge everywhere; information is not simply static it is also dynamic information data that 

register the world both as it is and as it changes.  To compete in this relentless changing world, it is 

demanded a new kind of organization, indeed an exponential organization that has the capability to 

adapt and be able to manage changes involving deep and ubiquitous information to be converted to 

competitive advantage (Ismail, Malone and Van Geest, 2014).  
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Big data. The trend of private companies is that they are increasingly collecting and selling useful 

customers’ information that is gathered through their use of electronic devices and the Internet. 

Explosion in data collection is growing exponentially. The value coming from big data is reflected 

in the amount of data created and in the ability to use data to make more efficient decisions. The 

wonders of big data is its capacity to process lots of information making it easier for managers to 

make better decisions and to make new projects possible and faster. The more data is gathered, the 

more organizations need to invest in powerful computers to storage to chew through the data and to 

build business intelligence from it. Moreover, big data will be a powerful tool that will greatly help 

organizations to take economically isolated parts of the world where language is a huge barrier and 

to help fold them into the global economy (Ross, 2016).  Privacy is of great concerns, which big 

data rise. 

 

4.7	Robots	
	
Robots are being building to be used in very varied medical applications as well. Further to that, by 

using a 3D printing, medical engineer can create a tailored implant that can travel through a 

patient’s body to fit accurately where it is needed. The Ukrainian Enable Talk is a robot that uses 

flex sensors in the finger to recognize sign language that is translated to text on a smartphone via 

Bluetooth. This robot not only aids medicine but the distinction between human and machine could 

start to become blurred. Another example is the J&J’s SEDASYS system that automates the 

sedation of patients. The cost of the service of anesthesiologist increases the prices of surgeries yet 

SEDASYS has significantly decreased the cost per procedure (Ross, 2016). The rise of robotics 

concerns most organizations, governments and especially people/customers around the world.  

 

 

Educational institutions are also experiencing changes by the adoption and implementation of 

robots. NOA is a French robot that is a teaching assistant in science and computer science classes in 

a large number of countries around the world. It also helps students with autisms to better 

communicate.  

 

In the near future, robots will be mass-produced at decreasing cost that will make them highly 
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competitive with even the lowest-wage workers.  Robots represent the merger of the advancement 

of technology to do tasks that humans do and the use of servants that provide cheaper labor (Ross, 

2016). In my view, these facts are already transforming organizations’ business models and the way 

organizations do business, and gradually ending job creation or killing the jobs that already exist yet 

will create new ones and value creation will be immense, as well as employment patterns, 

economic, political and social trends will be affected. But this is not for free, employing human 

beings versus buying and operating robots implies a trade-off in terms of expenditure. However, 

economically it seems increasingly advantageous to start buying robots as Terry Gou, CEO of 

Foxconn stated because as machines and robots grow cheaper and labor more expensive, it makes 

much sense to opt for robots/machines. The dilemma here is that as technology is developing so 

fast, people and organizations are falling behind since they are not keeping up (Ross, 2016). 

 

 

4.8	Genomics	
	
Genomic technology is about sequencing the entire human genome. Its price will drop at a fast rate 

implying a process of commercialization to take place that releases private sector investment into 

the creation of new diagnostics, therapies and drugs based around genetics. There is a huge 

potential for new products and businesses built around genomics. The human brain is a mysterious 

part of our bodies, the brain’s code is what scientist are interested in leveraging genomics to 

diagnose and treat neurological and mental illness. “As genomics grows more sophisticated, it will 

imply the beginning of a process of creating designing babies, the genomic sequence will provide 

information about what kinds of risks people have such as illnesses, appearance, behaviors, 

predispositions and talents, etc.” It seems that most of our health information remains private yet 

the need for privacy will increase with the rise of genomics (Ross, 2016). 

 

To create breakthrough advances in the life science, it is necessary for an organization to have great 

R&D unit, a close cooperation with scientist, capital for academic research, a venture capital 

markets and I would add a well designed business model that can turn research into commercial 

products and services. Genomics is expected to be the next trillion-dollar industry, in which China 

is fighting to be the leader in the very near future followed by the USA, Germany, North Korea and 

other European countries, etc. Medical services delivery is pioneering initiatives to increase access 
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to care across socioeconomic boundaries improving lives on a huge scale, which is possible thanks 

to the mobile phone infrastructure. The potentiality that it represents is due to fact that six billion 

people are owners of mobile phones. Besides, “it is expected that there will emerge new types of 

health workers supported by mobile technologies”, said Medic Mobile CEO Josh Nesbit (Ross, 

2016).  

 

	4.9	Financial	systems	
	
Financial systems are also experiencing massive changes allowing us to move away from physical 

cash.  Digital banking is almost everywhere especially in developed countries, and mobile banking 

is having a universal presence with the ubiquity of smart phones, which are now the bank. This is 

preponderant because over half billion people around the world have mobile banking. It is expected 

that by 2017 the number will jump to 1 billion.  

 

Just as genomes are being decoded, money will be coded with powerful tool for encryption. This 

code-ification of money, markets payments and trust, as Alec Ross called it, will be the next 

inflection point in the history of the financial industry and the future of commerce. For instance, the 

American commerce company Square helps merchants to vend and customers to pay through their 

phones and tablet computers, its approach is aimed to reduce or eliminate cost and vexing standard 

credit card transactions bypassing the fee-charging middlemen. Square is considered to be part of a 

trend that refocuses the economy toward bottom-up innovation. From my point of view, the 

implications that these kinds of small and emergent organizations have on well established 

commercial banks are daunting. Not only because the important role that technology plays but also 

because of the legacies, which most commercial banks relay on. As Alec Ross (2016) stated it, 

coded markets will dominate isolated communities around the world by linking emerging markets 

to the global economy even more closely. 

 

Retail banking is also being impacted by big data whose application is enhancing operations and 

product development known as fintech. Further to that, black-box a preprogrammed computer 

algorithm is crunching data about share prices, quantity, timing and quantity to increase gains and 

to decrease risk. Compared to technology organizations, most banks are still running on systems 

that were built back in the 1990s. I argue that banks are being updated slowly mainly due to their 
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old legacy that does not allow them to drastically change/update their systems and services. The 

emergence of myriad start-ups around the world is forcing well-established banks to invest in their 

own technology overhauls.  Big data is about radically changing consumer banking, most retail 

banks are starting to see data as their core business. The challenge is for banks and their customers 

to better access, use and visualize data. Organizations’ business models need to be transformed to 

adapt to external changes and to make better use of big data that will open up new opportunities in 

the financial sector by considering millions of people who have not had efficient services (Ross, 

2016). 

 

Bitcoin, the transnational digital currency released in the midst of the financial crises, is perceived 

as the future of currency as the code-ification of money intensifies. Bitcoin has developed an online 

currency community to avoid established financial institutions. Moreover, it is both “the result of 

declining trust in the traditional financial institutions during the financial crises and its 

technological advance in creating a trustable mechanism for monetary exchange online”. It could 

also help bring frontier countries into the economic mainstream (Ross, 2016). The great challenge 

for Bitcoin is to create trusted transactions that have been difficult to achieve online. Nevertheless, 

to solve this privacy issue, there is a potential method, a cryptographic invention called the 

blockchain.  

 

The blockchain is a ledger where all transactions are logged. All transactions going back to the very 

first Bitcoin payment are recorded on the blockchain logged anonymously or pseudoanonymously. 

Blockchain is also seen as technological solution to many high-cost transactions.  The blockchain 

allows Bitcoin to operate a reliable, updated, a publicly available ledger of certified transactions 

without the need to rely on middlemen to maintain order (Ross, 2016).  The disruptive part of it is 

by making an analogy of how the Internet was to media, commerce and advertising so the 

Blockchain will be to banking systems. 
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4.10	Sharing	economy		
	
An important step in the code-ification of trust and markets is in sharing economy, which is the 

combination of technology platforms such as mobile phone location data to create peer-to-peer 

market places that take underused assets and link them with people looking for a specific service 

like Uber and Airbnb. It is not about sharing or creating communities rather it is about encouraging 

the free flow of good and services in a market free of government regulation. However, the impact 

of Uber has implications for business models across transport and logistics around the world since 

new value is created when platforms like Uber or Airbnb are an option. Once again, here is a clear 

sign that disruptive innovation is transforming organizations’ business models. Coded market trends 

are pushing economic transactions away from physical organizations and toward individual people 

connected locally or online. Coded markets are the intersection of technology, society and the 

global economy along with algorithm-derived trust for the products and services sold (Ross, 2016). 

Driverless cars have the potential to disrupt the automotive industry and its branches. Today, most 

major car companies are searching and building their own driverless car’s versions to prevent 

accidents caused by the four Ds: distraction, drowsiness, drunkenness, and drive error. As of 2016, 

the driverless system will have to prove to be almost perfect before it scales up (Ross, 2016). 

 

	

4.11	The	population	affair	

		
The near future challenges are of great concern and at the same time they are great sources of new 

ideas and opportunities to create new markets, and for organizations to provide solutions. It is 

expected that world population will be more than 9 billion over the next 30 years yet the amount of 

food needed has to increase by 70%lest the world grow even hungrier (Ross, 2016). A good option 

is to combine big data and agriculture to somehow solve the global food problem, which is a huge 

challenge for governments, organizations and citizens as a whole. Real time data could be gathered 

and evaluated to improve the precision of agriculture through the monitoring and analysis of 

weather, water, air quality, nitrogen levels and disease, which are detailed to specific country.  

 

It is likely that sensors, GPS, algorithms and weather models will feed several forms of data to the 
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cloud generating instructions about what do to, where and when. For large well established 

organizations like Monsanto and DuPont, to mention a few, to acquire the most promising start-ups 

is key if they are going to keep their positions in the market they already lead but will be a fast 

changing arena. Here the costs will be defined by the Cloud and the different electronic devices like 

smartphone and iPads/tablets that are projected to decline but the real cost will come from 

subscriptions to the provided software as a service.  I contend that to create and capture value it is 

needed a specific business model that could be transformed as the population continues to grow 

since the tasks of producing food grow more difficult yet precision agriculture is expected to grow 

more food and to reduce pollution by making use of data.  

 

5.	COMPANIES	BUSINESS	MODELS	ANALYSIS		
	
Since organizations are being challenged by disruptions, it is necessary to transform their business 

models to respond and/or to adopt those disruptive technological changes. The position for 

organizations today is to disrupt or to be disrupted to keep up with the waves of disruptive 

technologies. The following are the business models considered to be highly disruptive and have 

been implemented by successful organizations around the world (Cuadron and Van Peteghem): 

 

Subscription Model.  This model allows organizations to work with mainstream- customers at a 

specific timeframe. The outcome is a constant flow of revenue due to subscribers’ upfront 

payments. This model disrupts through the lock-in approach by taking a product or service that is 

traditionally purchased on an ad hoc basis, and locking-in repeat custom by charging a subscription 

fee for continued access to the product/service offerings. Examples are found in organizations like 

Netflix and Apple Music.  

	
Freemium Model. From the combination of free and premium notions, this model is based on the 

idea to offer a product or service for free while reserving additional content for paid users, also 

known as Premium users. Sometimes, this model includes embedded advertising or marketing. The 

objective is that advertising revenue and earnings from long-won-over Premium users can keep the 

business afloat. Advertisers are key in this kind of model especially when advertising is the main 

source of income in an organization. Another characteristic of this model is to include advertising in 

the Freemium model while permitting Premium users to go ad-free (Celaya, 2015). This model 
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disrupts through digital sampling, where users pay for a basic service or product with their data or 

‘eyeballs’, rather than money, and then charging to upgrade to the full offer.  Works where marginal 

cost for extra units and distribution are lower than advertising revenue or the sale of personal data. 

Organizations such as Spotify, LinkedIn, Skype, Adobe, iCloud and Dropbox employ this kind of 

model. 

 

Free Model. This model disrupts with an ‘if-you’re-not-paying-for-the-product-you-are-the-

product’ philosophy that involves selling personal data or ‘advertising eyeballs’ harvested by 

offering consumers a ‘free’ product or service that captures their data/attention. It is integrated by 

components that do not charge to end-users. By offering products and/or services for free makes it 

easier to gain lots of users. The more that interact with products/services the more data that can be 

gathered from the users. The end-user is generally not the customers of the free model organization. 

Free model organizations are able to offer their products/services without charging the user because 

the data and attention of the end-user are sold. Companies like Google, Snapchat and Facebook 

make use of this approach. 

	
eMarketplace Model. It is a virtual intermediary mechanism in an industrial network and facilitated 

by telecommunications that enables organizations-sellers and customers-buyers to exchange 

information about products and services offerings, price, and to cooperate on commodity exchange 

(Celaya, 2015), in return for a transaction or placement fee or commission. eBay, iTunes, App 

Store, Uber, AirBnB are good examples of organizations using this kind of model. 

	
Access-over-Ownership Model. It grants customers the use of the product/service without buying it, 

i.e. used to disrupt by providing temporary access to goods and services usually only available 

through purchase. The reason is that access-over-ownership organizations generate revenue through 

the sharing economy approach. This model facilitates the action between people and in this way 

making it needless for organizations to invest in products or people. 

It includes sharing economy disruptors, which takes a commission from people monetizing their 

assets such as homes, cars, and capital by lending them to ‘borrowers’. Example of it can be seen in 

organizations such as Zipcar, Peerbuy, and Airbnb. 

	
Hypermarket Model. This model is generally used by digital organizations that act as hyper stores 

offering large amounts of products and/or services.  Organizations that have large amounts of 
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goods/services can enjoy great scale advantages. Digital hypermarket organizations are highly 

disruptive since their goal is to eliminate competition in a fierce price war that small organizations 

hardly win. In other words, this model disrupts by brand bombing using sheer market power and 

scale to crush competition, often by selling below cost price. Companies like Amazon, Zalando and 

Apple use this approach. 

	
Experience Model. Typically used by organizations that provide customers with an 

unseen/unexpected experience. Experience model organizations’ customers are willing to pay extra 

simply because of the special user-experience they get when interacting with the organization or the 

product/service. Experience organizations are often penetrating competitive markets, where 

organizations can offer lowest prices or provide the best experience to their customers. Examples of 

companies using this model are Tesla, Apple, and Disney World among others.  

	
Pyramid Model. This model describes organizations that are generation major parts of their revenue 

by affiliates and resellers. The organization is located on top of the pyramid expecting the revenues 

flow upward with the least possible effort. This is a cost effective approach of building an 

organization because owners only pay their sale people a percentage of the profit. Pyramid 

organizations do not have a large number of sale employees and with it raising the certainty 

regarding cash flows. It is common that pyramid organizations employ people, often paid on a 

commission-only model, with high disrepute to sell their products. Examples of companies under 

the pyramid model are Amazon, Microsoft, Dropbox, online retailers, etc. 

	
On-Demand Model. This model helps organizations to generate revenue by the inflated need of 

customers to have things done immediately. Speed and convenience are crucial in this approach. 

The on demand organization provides services that make customers’ lives easier. It is a business 

model that holds a high risk yet when executed properly and given to the right needs of the market. 

The model disrupts by monetizing time and selling instant-access at a premium.  Includes taking a 

commission from people with money but no time who pay for goods and services delivered or 

fulfilled by people with time but no money. It is expected to disrupt the entire industry. Uber, 

Operator,and Taskrabbit are good examples of organizations using this model. 

	
Ecosystem Model. It is one of the most powerful disrupting models. Organizations can build an 

entire universe of products/services that customers are likely to get lost without knowing it.  This 
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model only exists when organizations offer enough products and services that cause a high level of 

dependence of customers. Once customers are deeply embraced in the ecosystem, they can hardy 

get back out. In other words, this model disrupts by selling an interlocking and interdependent suite 

of products and services that increase in value as more they are purchased. Creates consumer 

dependency. The best examples of it are Apple and Google. 
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6.	CONCLUSIONS	
	
It is difficult to keep up with the relentless technological development these days. Organizations are 

increasingly facing the effect of technological changes.  Disruptive technologies offer organizations 

the opportunity to create products and/or services that are characterized for being cheaper, have low 

performance but are reliable. Disruptive innovations also have the potentiality to transform the way 

in which organizations traditionally did business.  

 

Sustaining and disruptive innovations are central for the study of organizations in this enquiry. A 

good understanding of these concepts is crucial for the analysis of organizations and markets where 

they operate. Undoubtedly, choice records about what kind of technological difficulties an 

organization either solve or eliminate determines the kinds of skills and knowledge organizations 

acquires. This is very important for organizations because when they provide solutions involving 

sustaining disruptions, they already have the experience, knowledge and skills to offer a solution 

that implicitly involves a value proposition. However, when facing disruptive technologies 

organizational competences are destroyed and then they no longer can use that knowledge to 

provide a solution. Customers’ demand based on disruptive innovations may involve a completely 

different value proposition. It implies the construction of a different business model to provide that 

different value proposition. Directly or indirectly disruptive innovations could transform the 

business model of organizations. 

 

Once again, when an organization faces either sustaining or disruptive technologies it is necessary 

to evaluate the potentiality of the projects. Those projects that generate higher revenues are the ones 

gaining maximum allocations of resources while projects based on disruptive technologies are 

generally rejected since their revenues are so tiny or almost non-existing.  

 

Technological changes, big data and smart innovative technologies along with the Internet are 

really revolutionizing market places. Those are also affecting the way in which customers behave. 

The interconnectedness of technologies like AI, IoT and big data, just to mention a few, are 

providing organizations with unlimited amounts of information never seen before. Accessibility to 

relevant information about customers and their behaviors are very valuable for organizations that 
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provide products and/or services to both mainstream customers and new customers. These new 

patterns demand the construction of specific business models in order for organizations to create 

and capture value from.  

 

To profit from innovation, organizations need to excel not only at product innovation but also at 

business models design along with a great understanding of business design options, customers 

needs and technological trajectory. A unique business model can be a source of competitive 

advantage for incumbent and new entrants peers. Innovative technologies and the Internet might not 

be an obvious mechanisms to deliver value to customers but as mentioned above to have access to 

invaluable information and the easiness with which customers buy products and/or some services 

online involves the creation of value delivered to customers. The Internet is also and incredible 

channel of distribution. These smart technologies are causing several bricks and mortar 

organizations to rethink their business models and their distribution strategies (Teece, 2010). This 

statement actually answers very clear the research question of this enquiry. Clear examples of it are 

seen in companies like Netflix, virtual educational systems, etc.  

 

Once a technology becomes disruptive, it dematerializes and demonetizes. In other words, 

customers no longer physically carries around devices that today are obsolete and out of shelves. A 

large list of products has dematerialized as apps for iPads and smartphones appeared. And when 

that occurs products and services demonetize. It is obvious how disruptive technologies are 

transforming organization’s business models. My concern is however, the side effects that these 

transformations have on markets, businesses and even human beings. Privacy is another aspect that 

attracts my attention as well as the increasingly reduction lifespan that organizations have. These 

aspects are not treated in this paper yet they might be treated in further researches. 

 

When analyzing companies business models, it was clear to me that organizations have myriad 

options to rely on. It is impressive how organizations like Airbnb and many others are capturing 

billions of dollars a years without investing large amounts of dollars at all. These kinds of 

companies are utilizing disruptive innovations and disruptive business models to conquer global 

markets.   

Disruptive theories propose that to avoid the gap that incumbent organizations face when a 

technological change emerge in their industries, it is a great option to split the incumbent 
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organization into two entities to better deal with both sustaining and disruptive technologies. Spin-

off is an option yet acquisitions and mergers are becoming a hot topic among large successful 

organizations like Google. In my own view, these strategies might imply an acquisition trend that 

will probably led to a powerful global monopolies era.  
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