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A theory is worth 80 points of IQ.  
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When Great Firms Fail to Innovate 
Digital Equipment Corporation (DEC) 

1970           1975            1980        1985               1990               1995        

“A freight train that 
can’t be stopped!” 

-Business Week 

In Search of Excellence 
-McKinsey & Co. 

“Derailed by bad 
management!” 

-Business Week 



@christenseninst 

P
er

fo
rm

an
ce

 

Incumbents nearly 
always win  

Entrants nearly always win 

Time 

Disruptive Innovation 
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Corona 

Corolla 
Camry 

Avalon 

Driving for Growth 
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The Resource 
Allocation Process: 
Decisions about what gets 
resources: what 
to do & what not to do 

Intended Strategy: 
Analytical project 
followed by 
implementation 

Emergent Initiatives 
Responses to 
unforeseen opportunities 
and problems 

Stream of new 
products, services, 
processes and 
acquisitions 

Actual strategy 
that is implemented 

Processes of Strategy Formulation and Implementation 

Priorities 
embedded 
in 
company’s 
profit 
model 
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Should we integrate or modularize? 
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Time 

Compete by improving 

functionality & 

reliability 

Compete by improving 

speed, responsiveness  

and customization 
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PROCESSES: 

Ways of working together to 
address recurrent tasks in a 

consistent way: training, 
development, manufacturing, 

budgeting, planning, etc. 

What is a business model, and how is it built? 

PROFIT FORMULA: 

Assets & fixed cost structure, 
and the margins & velocity 

required to cover them 

THE VALUE PROPOSITION: 

A product that helps 
customers do more 

effectively, conveniently & 
affordably a job they’ve been 

trying to do 

RESOURCES: 

People, technology, products, 
facilities, equipment, brands, 
and cash that are required to 
deliver this value proposition 

to the targeted customers 



Discovery-Driven Planning is a better way to manage 
the flow of projects through the development funnel 

Platform-based 

planning 

1. Make Assumptions 

2. Build projections 

based upon 

assumptions 

3. Make decisions to 

invest based upon 

projections 

4. Implement the 

deliberate strategy 

Discovery-driven  

planning 

1. Make Projections 

2. What assumptions 

must prove true for the 

projections to happen?  

3. Implement a plan to 

learn -- to test whether 

the critical assumptions 

are reasonable 

4.  Move to the next stage 

when key assumptions 

prove valid 
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DisruptiveInnovation.org 
• Read Clay’s Welcome (and mine, too) 

• See a timeline of and read about additions and 
refinements to disruptive innovation theory 

• Read and discuss latest work from researchers both 
inside and outside the Institute 

• Read standard definitions of key concepts 

• Ask a question 

• Submit an anomaly  

http://disruptiveinnovation.org/discuss
http://disruptiveinnovation.org/discuss

