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What is disruptive
Innovation?e



Sustaining vs. Disrupftive Innovation
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Incumbents dominate sustaining battles
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Entrants typically win at disruption



Disruption = affordabllity, accessibility

Past and present examples

Yesterday Today
« GM  Toyota
« Dept. Stores e Wal-Mart
« Digital Equipment e Dell
« Delta * Southwest Airlines
« JP Morgan * Fidelity
« Xerox e Canon
 |IBM *  Microsoft
« Cullinet e Oracle
o AT&T e Cingular

» Sony DiskMan e AppleiPod



Disruption of Toyota

Think About It e

ISN'T IT TIME SOMEONE

DID TO LEXUS WHAT
LEXUS DID TO VIERCEDES?

Narrower gaps between body panels; Ll;etterl
mileage® and roomier than the Lexus .

The new Hyundai Genesis is Our first luxury

) s 1 c
car, and believe it or not, it's about to gIve th

market its biggest shake-up since 1989. ‘
The Genesis will take you from zero 0 60 in

fe o aen

From hyundaiusa.com May 5, 2013



Disruption = affordabllity, accessibility

Past, present, and future examples

Yesterday
« GM
o Dept. Stores
« Digital Equipment
« Delta
« JP Morgan
« Xerox
- |IBM
« Cullinet
o AT&T
« Sony DiskMan

Today Tomorrow

 Toyota .
o Wal-Mart e
e Dell .

Chery
Internet retail
Smart phones

o Southwest Airlxiesaxis

 Fidelity o
e Canon

*  Microsoft
e Oracle

e Cingular
e AppleiPoc

ETFs

Zink

Linux
Salesforce.com
Skype

Smart phones



How to idenftify a disruptive innovation

Disruption is a relative phenomenon

« |Is the innovation targeting people who are nonconsumers or
overserved by existing productse

* Isthe innovation not as good as existing products as judged
by historical measures of performance?

* |sthe innovation simpler to use, more convenient, and more
affordable?

 Isthere atechnology enabler that can carry the new value
proposition up-market?

* Is the technology paired with a business model innovation
that allows it to be sustainable?¢

« Are existing providers motivated to ignore the new innovation
and not threafened af the outsete



How does disruptive
Innovation relate to
education?



Where does disruption not applye

Industries without an upwardly scalable technology are not
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Disruption in higher ed Is just beginning




Percentage of college students
taking at least one online course,

Substitution follows the S-curve pattern

Linear S-curve logarithms indicate growing online learning
adoption

divided by students who did not

take an online course
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What are online
learning’s potential new
value propositions?



Potential benefits of online learning

Personalization




Learning environments modeled upon

factories

Current system was built to standardize




The “Swiss-cheese problem” in education

Students develop holes in their learning




Ditferent learning needs at different fimes

fﬁ{\?
/)

- OI\L/x

manipulates

. RPOrArYss information
5 y N . ' = ” 3
r__——— seconds £ \ i
g H = N\

! Long-term Memory l

! |
! Declara’rlve | ! Procedural |
I

! Episodic |! Semantic |! Skills |! Habits |




Benefits of online and blended learning
Personalization through modularity

class




Sound learning design boosts student
outfcomes

Student achievement in
online courses when

administered by focused
online faculty

5.7

Student achievement in
online courses when
administered by faculty iy
core




Potential benefits of online learning

Personalization Data and Feedback

% -_—




Fixed-time, variable learning

Deliver content to Testing & Progress to next grade,
students assessment subject, or body of
material

e PUPIL'S REPORT CARD

Receive result



Competency-based learning

Learning is fixed and time is variable

SN
oy ;\'Qt"’ h
. y l
Offer learning Testing & Receive real-time
experiences to ‘ assessment | interactive feedback
students Y

Q Master of Algebra

This badge has been retired! You get to keep it
forever, but nobody else can earn it.

6 Master of Arithmetic

This badge has been retired! You get to keep it
forever, but nobody else can earmn it.

Progress to next body
of material



Potential benefits of online learning

Individualization Teacher Effectiveness




Disaggregated statfing models

RN
Teacher

-
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Rigor Relationship Relevance Discipline
Faculty Faculty Faculty Faculty
N N N .

New opportunities:
* Teacher specialization
* Extend the reach of best teachers
e (Career growth opportunities




Benefits of online and blended learning

Individualization Teacher
i . Cffo i




How do existing
organizations
survive disruptione



Disruption is not a tfechnology problem

n
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Different Measure
of Performance

Performance

Tabletop Radios,
Floor-standing TVs

Path taken by ,
vacuum fube
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What is a business model?¢

And why does if lock us in¢
THE VALUE PROPQOSITION:

A product that helps products, facilities,
customers do more e d  cquipment, brands, and
effectively, conveniently & cash that are required to
affordably a job they've deliver this value
been frying to do roposition 1o the targeted

People, technology,

REVENUE FORMULA:

Ways of working together
to address recurrent tasks
iINn a consistent way:
training, development,
manufacturing, budgeting,

Assets & fixed cost
stfructure, and the margins
& velocity required to
cover them




What is a business model?¢

And why does if lock us in¢

THE VALUE PROPOSITION:
People, technology,

AL S,
Ccu and
effect xd to

affor Business units don’'t evolve.
5 eted

Corporations do.

)
’

RE >ther
A tasks
stfructure, unu e [TIUaryins I a corisier wdy.
& velocity required to training, development,
cover them manufacturing, budgeting,




Much amuck about MOOCs

Are MOOCs a disruptive innovation?

« |Is the innovation targeting people who are nonconsumers or
overserved by existing productse

* Isthe innovation not as good as existing products as judged
by historical measures of performance?

* |sthe innovation simpler to use, more convenient, and more
affordable?

 Isthere atechnology enabler that can carry the new value
proposition up-market?

* Is the technology paired with a business model innovation
that allows it to be sustainable?¢

« Are existing providers motivated to ignore the new innovation
and noft threatened at the outsete



DIsTRIIN

@@H@@ @on Deliver
Quality and Affordability
to Postsecondary

Education
Michael B. Horn
mhorn@christenseninstitute.or

9

Twitter: @christenseninst



How do existing
organizations
survive disruptione



Understanding how users experience life

“The customer rarely buys what the
company thinks it is selling him.”

Peter Drucker




Three levels In the architecture of a Job

What and how to integrate?

What experiences in purchase & use
must we provide to do the job perfectly?

What's the job-to-be-done?
(Each job has functional, emotional & social dimensions)




Recommendations for existing institutions

Strategic Focus
1

Strategic Focus
2

—Focus, differentiate

—Frame online learning as
sustaining innovation to disrupt
class

—Apply correct business model
for Job

—Discovery-driven approach
—Test & learn

—Apply correct business model
for Job

—"Capabillities exchange”



The danger of
trying to be all
things to all people



3 different kinds of business models

Solution Shops Value-Adding Process Facilitated User
Businesses Network

TR ceboo

* Diagnose and solve « Add value to « Enable exchange
unstructured problems something that is among participants
incomplete or broken
» Fee for transaction or
membership; ad-
supported

* Fee for service - Fee for outcome



Turning machines
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The Maysville plant




The danger of
trying to be all
things to all people



General purpose products disrupted job-by-
job

Major Metropolitan Newspapers Help
me:

« Unload this stuff

 Find the right car

« Sell or buy a home

lance

Craig’s List ~« Find the right job, or the right
© @ AutoTrader.com employees
% § Realtor.com - KilT cermuting fime productively
= % Monster.com _* Become well-informed
§ 96- Metro; Blackberry e Unwind at the end of the day
8 [— —=CNN.com
Unwind at the end of the ‘

day Time



Harvard Business School is being disrupted

A $150,000 !!

nyeN MBA
e e M

/\/\‘ _Help me solve this problem

Performance

Teach me what | need to know to

% % become a great manager
é £ Give me the credentials | need to
=t e et the next, more lucrative |
c o COYPO@ . g e ne | ore lucrative job
25 ; ei— — ~ Help me switch careers
0 |—— 5O\ . .

mpe“ng 098,‘.\0(\ Help me join a prestigious network

) ~nsum .
(\On U‘Time Brand

« Connections



The rise of
unbundling



The right product architecturee It depends...

IBM Mainframes, Microsoft Windows

Compete by improving
functionality &  -----
reliabiljty

Compete by improving
speed, responsiveness
and customization

Performance

Dell PCs, Linux

Time



Integration shifts impact on computer

Industry

Equipment

1960 - 1980

IBM

1980 - 1990 1990 - 2000

Teradyne, Nikon, Canon, Applied Materials, Millipore, etc.

Control Data

Intel, Micron, Quantum, Komag, etc.

Digital Equipment

% Compayg, Dell, Gateway, Packard Bell
%’ Compaq Contract assemblergI
g Microsoft :
=1 Microsoft
o Word Perfect, Lotus, Borland, etc
< |-

_ CompUSA Dell
Micro-
Center | Independent contractors




Modularity of the university

Spectrum of University Functions That Have Been Managed by Vendors

{

Back End Front End Acadaemic Core
IT Support Institutional & Operational Support il il Academi
uppo ns ona perational Suppo T cademics

]
§ [Information Finance & Marketi
g ng & Online
g Systems Accounting Dormitories Recruitment Platform
Management
T Financial Aid & nstruction
%" Student Loans
& Document & Human Student Course
E Data Storage Resources ok ol Coaching Development
* Royall & Co (1388)
E . . . ESM (1885) +*Embanet-Compass (15085)
+Educational « Digltak {1396}
2 + XACT Telesolutions {1978} Housing Services + CuinSireet (1999) , i
> ity «Sallie Maz (1972)  -InsideTrack (2001) ok (1998°)
& +lnfosys (1331} v Aramark® «Nelnet (1877} +Leaming House {2001}
%‘ = Affiliated Computer Systems (1988) «AM1 Eood + Aeademic Parinerships =
lﬁ Systems® {2007}
« 2Tar (2004)
|\ / I'\_\_ _p"ll
) ' s
Inception of

Outsourcing: 1970s-80s 1990s-Today e resonch



How future universities may be built

Unit of Standards; A different
accreditatiothru course type of
. the course occep’roncgmversﬁy

FYFH
FYEY

Unit of
accreditation
: The
institution



QOutsourcing can set disruption In mofion

Dell AsusTek

Brand Brand

Product design Product design

Supply chain Supply chain
& logistics & logistics

Computer assembly Computer assembly

Mother boards Mother boards

Simple circuit boards




The new kids on the block

zu Coursera U

UDACITY

*‘*KNEWTON

@ UNIVERSITYNOW

all U[,
= DEV "§nv
KZmits i

GENERAL ASSEMBLY



eager D better
students information

> ¥

extended team-—
time with teaching
students

10 Benefits of Blended
Learning for Teachers

individualized

professional
development o |
plans

more

motivate .
hard to lea::f:;l P
reach kids
,

focus on
new options to deeper
teach at home learning

Benefits of blended
learning for
teachers

Eager students
Better information
Team teaching
Extended time with
students
Individualized PD
plans

6. Motivate hard to
reach kids

More leadership roles
More earning power
Focus on deeper
learning

10. New options to
teach at home

=YY =

o

e

Source: Digital Learning
Now!



Improved Gonditions

REDUCED ISOLATION

MORE OPPORTUNITIES
FOR COLLABORATION

MEANINGFUL
PROFESSIONAL
DEVELOPMENT

BETTER STUDENT DATA

IMPROVED TIME
EFFICIENCY

ROLE-DIFFERENTIATION

Improved
conditions

« Reduced isolation and
new opportunities for
collaboration

« Better student data

» Time efficiency

 Less grading and busy
work

» Role differentiation

Source: Digital Learning
Now!



How to idenftify a disruptive innovation

Disruption is a relative phenomenon

« |Is the innovation targeting people who are nonconsumers or
overserved by existing productse

* Isthe innovation not as good as existing products as judged
by historical measures of performance?

* |sthe innovation simpler to use, more convenient, and more
affordable?

 Isthere atechnology enabler that can carry the new value
proposition up-market?

* Is the technology paired with a business model innovation
that allows it to be sustainable?¢

« Are existing providers motivated to ignore the new innovation
and not threafened af the outsete
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