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Disruptive innovation is an economic theory — The cyclical engine contains three key elements
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(upper red line) to satisfy the high end of the market (where profitability is highest), they overshoot
the needs of low-end customers and many mainstream customers. This leaves an opening for entrants
to find footholds in the less-profitable segments that incumbents are neglecting. Entrants on a
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disruptive trajectory (lower red line) improve the performance of their offerings and move upmarket

(where profitability is highest for them, too) and challenge the dominance of the incumbents.
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Dig ital Disru ptO rs Or Disru ptive In nOvation? | R e p— ':, - By using electric furnaces (right) mini-mills are able to melt scrap steel directly process are skipped.

T on into molten steel, replacing the need for molten iron in the traditonal steelmaking
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Uber, Spotify, and Amazon are often confused with Characteristics of a Disruptive Innovation

disruptive innovators. Many of these firms can be

classified as efficiency innovations or even —rrean 1. Evaluated as unprofitable by market research
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cases of digital disruption which generate revenue, |perrorvance 2. Low-quality product before becoming mainstream

large market space, and strong IPR. These digital 3 Turns non-consumers into consumers

disruptors are notably not profitable.
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