The Future
Arrived Yes &Qrd&v



'D&srup%i;om

Three themwes:

1. Speed
2. Scaleable businesses
3. Paradox of competency



The concept of Singularity

Gordon Moore 1965
Ray Kurzweil 2005

The future isn’t what it used to bel
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Stop ‘Fotto-q,:ihg me!
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Arqument: It cannot continue to grow
Like that . . .

Bubt that’s a misjudgment!



Q) Whv do we mi;sjudge the fubture?

A ?’ec}pte. im&ui&ivei.v assume that

transformations in one area (technology)
will result from a single trend - and
that nothing else will change!

Confluence of technologies



Disruwu p FLown
2. Scaleable businesses

We are talking about horizontal inteqration
with ho marginal cost,

Le,

Technology + Zero marginal cost for expansion
~» Scalable disruption

~or exampte S,



Disruwu p FLown
2. Scaleable businesses

UBER is an app: Thev don't own a single car.
Still, ik is now the biggest taxi company in the
world!

Ask any taxi driver £ they saw that coming



Disruwu p FLown
2. Scaleable businesses

Airbnb doesnt own a single hotel property,
Still, it is now the biggest hotel company in
the world.

Aske Hilkown if they saw that coming



D rup%&o&r\
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Paradox:
Corporations confronted with
disruptive changes i market/
technology do not fail because
they are incompetentx . . .

bureaucracy,
arrogance

“tired” execs
poor planning
short term

VIEWS,

or even: bad luck



D rup%&o&r\
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3. (Iv\)tompe%emaj

Paradox:

. they fail because they are
GOOB - or even excellein
companies



The “Kodalk Moment”

Kodale was way too slow ko recogunize
Fhe rapi,ci swikch U Ehe camera marieek
from film towards digital technology,

Loosing ground on camera sales was
bad enouqh, but it was a fakal blow when

the consumables business (film and film
processing) collapsed!’

Ik kappemed bebween 199% and 2002 . . .
all while Kodale denied bhe new Erend!



More “Kodalkk Momenks”

SEARS missed the emerqence of discount
retailing, home centers

IBM mainframe business missed the
mimécampu&am* market

Minicomputer companies all missed the
d&sw&:p mariet

Desktop companies all missed the
Lap&op** markek

*Wang, HP, Nixdorff
*Apple, Tandy



K@{js to “Kodalk Momenks”

When an inferior product
beaks out a superior market . . .

HOW?

Definitions:
SUSTAINING TECHNOLOGY
-> product improvements (incremental or radical)

DISRUPTIVE TECHNOLOGY
innovation -> inferior/underperforming products
that cater to the fringe markets . . .
simpler, cheaper, smaller, more convenient



Another “Kodalkk Moment”

When an inferior Froduﬁ:&
beaks out a su[vermr naarkeek
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Exampm : Laser vs Inkjet Frm&ms



Disrup ELown
3. (Iv\)tompe%ev\tj
Why did some of the most successful

companies wikh Ehe most heralded
execubives fail?

‘T‘kev execs didnt see bhe di;srup%mn
coming!
ka nok?

Because they were great abt running
their business!



Disrup ELown
3. (Iv\)tompe%emaj

—» G 00D companies Listen to their largest
and/or most pro&&abl@. customers...who dont
want the (cheaper, simpler, good enouqgh)
products

—> It is the small and least pra&&txbt@
customers in insignificant market seqments
that first buy the ‘disruptive’ products

Therefore, GOOD companies dont pursue
di;srup&ve techiologies . . . untkil it is too late



‘Disrufpﬁiunr
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SMM marv @ E;lem WA S _

Principle #1: Companies depend ol customers
and tnvestors for resources because companies
with thvestment patterns that dont satisty
customers/investors do not survive

Resulk: They have well developed systems for
killing ideas their customers dont want



Disruwu fP tion
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Principle #2:
Swall markets dont solve the growth
needs of large companies:

A $5 MM company needs $0.5 MM to grow
10%
A $5 Bn company needs $500 MM to grow
10%



‘Disrufpﬁiun
§ .

S mary o Llenwinia s _

‘Prmaiyte #3: Markeeks thalk do nob exiskt
cannot be anatjz.e.ci

Typically, the core of success depends on
sound market research and planning
~ that's not a problem with sustainable
techiologies BUT
- with disruptive technologies, market
po&am&&at s not ontv unbknowin, Lk is
unkinowable! The ontv sure thing is
that forecasts will be wrong




‘Disrufpﬁiunr
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SMM marv @ E;lem WA S _

Principle #4-:
The aapabiii&es of an orqanization* defines
iks disabilities

*chporaée aapabiti&iesz culkture, svs&ems and
processes used to transform

labor, materials, capital, and information into
products and services of greater value
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‘Privxtiyte #E: Mismatch
bebween Eer:hmotogj suppi{j
and markel demand

Pace of techn progress often exceed the rate of
performance improvement that the customers
demand or can absorb ->

(a) Companies overshoot the market need of
tomorrow

(b) underperforming products may become
directly competitive tomorrow

(c) product choice evolves from functionality —>
reliability —> convenience —> ultimately price

Product Performance




‘Disru,p

Induskries
that are

—
.

thahgihg S

o
v
o
qve!

l

g

Established Technology

Silver halide photographic film

Wireline telephony

Circuit-switched telecommunications
networks

Notebook computers

Desklop personal computers

Full-service stock brokerage

New York & NASDAQ stock exchanges

Full-fee underwriting of new equity and
debt issues

Credit decisions based upon the
personal judgment of bank lending
officers

Bricks & mortar retailing

industnal materials distnbutors

Printed greeting cards

Electric utility companies
Graduate schools of management
Classroom and campus-based

instruction
Standard textbooks

Offset printing

Manned fighter and bomber alrcraft

Microsoft Windows operating systems
and applications software written in
T,

Medical doctors

General hospitals

Open surgery

Cardiac bypass surgery

Magneltic resonance imaging (MRI) and
Computer Tomography (CT) Scanning

Disruptive Technology

Digital photography

Mobile telephony

Packet-switched communications
networks

Hand-held digital appliances

Sony Playstation I, Internet appliances

On-line stock brokerage

Electronic Communications Networks
(ECNs)

Dutch auctions of new equity and debt
iIssues, conducted on the Internet

Automated lending decisions based
upon credit scoring systems

On-line retailing

Internet-based sites such as Chemdex
and E-steel

Free greeting cards, downlocadable over
the Internet

Distributed power generation (gas
turbines, micro-turbines, fuel cells)

Corporate universities and in-house
management training programs

Distance education, typically enabled by
the Internet

Custom-assembled, modular digital
textbooks

Digital printing

Unmanned aircraft

Internet Prolocols (IP), and Java
software protocols

Nurse practitioners

Outpatient clinics and in-home patient
care

Arthroscopic and endoscopic surgery

Angioplasty

Ultrasound—initially floor-standing
machines, ultimately portable
machines
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Loks of dilemmas!
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What can we do?



ﬁisru[p%&nh
Solution 1

Gk to ‘Prmai?t@. e ol

Embedding projects within an
organization whose customers
need them

#1: Companies depend on customers and investors
for resources



‘Iﬁisrupéium
Solubtion 2

i tO ‘Primciyte #HR:

Embec’&div\g Frq}e&&s wibhin an
organization small enough to qget excited
about small oppar&umiﬁms and small wins

#2: Small markets don’t solve the growth needs of large
companies



‘Iﬁisrupéium
Solubion 3

Gk to ‘Prmai?t@. #H 3

They plan to fail early and
inexpensively in search of markets
for disruptive technologies (trial —
error/learning —> trial, ete.)

#3: Markets that don’t exist cannot be analyzed



‘Iﬁisrupéium
Solution 4

G U ‘F’rmaiyte E e

Use resources of the main corporation
to address disrugfxian with leveraging
ks processes and values

#4: The capabilities of an organization defines its
disabillities



‘ﬁisrupéﬁam

. « « the story of
Chr. Hansen's Bilo Sjsﬁams

Chr. Hawnsen’s Laboro&orj: world leader
LA

- enzymes (rennet)

- bacteria

for the dairy and food industry



‘bi;sru[z?%i;cam

- ?’Mtosopmes:
If something goes wrong, fix it! To hell with Murphy.
When given a choice, take both!
Start at the top - then work your way up

If you can’t win, change the rules -
if you can’t change the rules, ignore them!

The best way to predict the future is to invent it yourself

Peter Diamandis



‘ﬁisrupéium
Solubtion $§

G U ‘Prmaiyt@. #HE:

Developing new markets that value
the attributes of dLsruP&Lve
technology

#5: Mismatch between technology supply and
market demand




F Lo wn
Ao Ehak?

‘Bisrup
How cain we

- idenkif potentially disrupﬁve
technologies (entrepreneural
Oppar%umiﬂes)?

Ears to the ground!



‘bi;sru[z?%i;cam
How can we do that?

- find out if my business a
tarqet of disruptive
Eeakmomg; and then defend
aqainst ik? Bub HOW?

. o N bj avaid&hg correct answers
to the wrong qu&s%mv\s!



Disru p FLown
Eleckric cars

The logical but WRONG gueskion:
Will electric cars ou&per?arm
combustion engihe cars?

Correct Answer:
No!



Disru p Lo
Eleckric cars
Correct question(s):

How will eleckric car &Qchv\amgj
o{evemp?

And how does thabt mabkch wikh
whalt do customers wank?




Disru p EL o
Eleckric cars
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Range capabilities

Alnswers:

Top speed

3
=)
=
.
&
w
=
-




Disruption
Food for thought

AsS we approwc:h the siv\gutar&v,

25 years of experience really

LS...

§ years of experience that is 20
|

years old!



The Future
Arrived Yes&ard&v




