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Abstract

One of the key contributing factors to the disappearance of more than half of the
corporations listed in the Fortune 500 was the failure of many corporations to respond
in a timely manner to dynamic changes in the global market, where innovative strategic
action and proactive positioning play a crucial role in maintaining a competitive
advantage. This challenge is particularly evident in the context of disruptive
innovations, which, due to their inherent nature, often go unnoticed by large
corporations, posing significant risks to their market positioning. This paper examines
the intensity and impact of disruptive innovations on the operations of incumbent
corporations and analyzes how effectively these organizations respond to the
challenges posed by disruptive innovation. In addition to presenting a typology of
disruptive innovations, the study analytically examines their impact on corporate
strategies, with a particular focus on the principles of open innovation. The findings,
presented as a critical reinterpretation and theoretical synthesis, suggest that there is
no universal prescriptive strategy for overcoming the effects of disruptive innovations.
Incumbent organizations often rely on standardized best practices adopted from other
corporations in their innovation processes, which do not necessarily lead to desired
outcomes. This paper contributes to a deeper understanding of the phenomenon of
disruptive innovation. It provides valuable insights for both theoretical exploration and
practical application, particularly in the domain of corporate strategies at national and
regional levels.
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Introduction

Disruptive innovation today represents one of the critical challenges that corporations,
as well as other enterprises, must confront. This phenomenon serves as the foundation
for the well-known discourse of the "innovator's dilemma," as presented by
Christensen (1997) in his work. Due to its nature, the phenomenon of disruptive
innovation often manages to fly "under the radar" of large corporations, potentially
causing significant harm to their market positioning. Beyond the corporate context,
disruptive innovation can be encountered in nearly all segments of both the private
and public sectors. For instance, Jénsson (2017) examines the effects of disruption
within the context of the European Union's (EU) healthcare industry, specifically
focusing on the public sector.

Despite the growing interest within the academic community regarding the
phenomenon of disruptive innovations, this field remains relatively under-researched.
Although there has been an increase in literature analyzing this concept, the existing
corpus of scientific knowledge is limited concerning systematic investigations into the
effects of disruptive innovations on the strategic positioning of incumbent
organizations. There is a particular lack of empirical insights into how corporations
adapt and respond in order to preserve or enhance their market positions when faced
with disruptive effects. This scholarly gap highlights the need for further research to
identify concrete patterns of adaptation and strategies to mitigate the impacts of
disruptive innovations in the corporate context.

The aim of this paper is to deepen the understanding of the intensity and effects of
disruptive innovations on corporate operations, as well as the ways in which these
organizations confront the challenges generated by disruptive innovations. The
research focus is directed at analyzing the strategic responses of incumbent
corporations, examining their resilience and adaptability in the context of market
disruptions. The paper also provides a typology of disruptive innovations and conducts
an analytical evaluation of their impact on corporate business strategies, with a
particular emphasis on the principles of open innovation.

Following the introductory section, the paper presents a theoretical framework and a
review of relevant literature on disruptive innovations. In the third chapter, titled
"Critical Reinterpretation and Theoretical Synthesis," the theory of disruptive
innovations is analyzed through a critical reinterpretation of existing theoretical
sources and empirical research. Special emphasis is placed on factors influencing the
ability of incumbent firms to respond promptly to disruptive threats, including
organizational inertia, limited resources, and cognitive barriers among management.
The paper concludes with final considerations and a list of references.

Theoretical background, concept, and perspectives

The concept of innovation, as defined by economic theory, has evolved through various
approaches and interpretations over time. In his early works, Schumpeter (1911)
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defines innovation as the application of new combinations of production resources,
emphasizing the process of introducing novelties into production structures. In his
later writings, Schumpeter (1934) further refines the concept of innovation within an
economic context, outlining five key dimensions: the introduction of new products, the
development of new production processes, the opening and establishment of new
markets and market structures, and the development of new sources of raw materials
and other production inputs.

Building on these theoretical foundations, Nelson et al. (1977) define innovation as a
significant change in products or processes in situations where there is no prior
experience, highlighting the roles of uncertainty and experimentation in the innovation
process. Conversely, Amabile et al. (1996) approach innovation from an organizational
perspective, defining it as the successful application of a creative idea within an
organization, thereby linking innovative activities with the management of creativity
and organizational culture.

The technological dimension of innovation is reflected in the development of new
products, services, and production processes, while the organizational component
pertains to the implementation of new management practices, improvements in
organizational structure, and the adoption of creative solutions within organizational
frameworks. The market dimension, on the other hand, manifests in the opening of
new markets, the development of consumer segments, and the adaptation of business
models in response to changing demand and market trends.

The interconnectedness of these aspects emphasizes that innovations do not operate
in isolation; rather, they function as part of a complex dynamic interaction among an
organization’s technical capabilities, market conditions, and strategic management
decisions. Their successful implementation often results in increased productivity,
product and service differentiation, and enhanced resilience of organizations to market
disruptions and technological changes.

Thus, in the contemporary economic context, innovations are not viewed solely as tools
for achieving short-term results but as fundamental elements of sustainable
development that support long-term market stability, adaptability to change, and the
promotion of knowledge-based growth.

These various theoretical approaches collectively contribute to a deeper
understanding of innovation as a multifunctional phenomenon that encompasses
technological, organizational, and market dimensions, which are crucial for achieving
sustainable competitive advantage and long-term economic growth.

Disruption in the typology and classification of technology innovation

In their works, Kim and Mauborgne (2017), Dodgson and Gann (2023), Vlaci¢ et al.
(2019), and others highlight how the evolution of innovation has led to the
development of various types of innovations, reflecting an increasingly complex
approach to understanding innovation processes. The historical development of
innovation classification has transitioned from traditional forms, such as product and
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process innovations, to contemporary, specialized strategies, including "blue ocean"
innovation strategies and cost-saving management innovations.

This diversity in the approach to classifying innovations within academic literature and
business practice has led to the introduction of multiple parallel typologies, which
facilitate a better understanding of innovative activities across different contexts. The
multitype classification is based on the simultaneous recognition of various forms of
innovation. In contrast, strength-based classifications focus on the intensity of impact
that an innovation has on the market or business model.

Additionally, multilayered classification of innovations encompasses the analysis of
different dimensions of innovation processes within organizations, whereas
dichotomous and dual-dichotomous classifications rely on a binary approach to
separating innovations based on key characteristics, such as the distinction between
radical and incremental innovations.

Finally, process-related classifications examine innovations within the context of the
entire innovation cycle, emphasizing the connections between the phases of ideation,
development, implementation, and commercialization. This approach enables a more
comprehensive understanding of innovation activities and underscores the
importance of systematic innovation management within organizations.

These diverse classification frameworks contribute to a deeper theoretical and
practical understanding of innovations, allowing organizations to more precisely
identify their innovative potential and adjust strategies in line with market dynamics
and technological advancements.

Although the literature presents various typologies of innovation, Christensen and
Raynor (2013) propose a simpler variant that categorizes innovations into two
fundamental groups: 'sustaining' (incremental and continuous) and disruptive
innovations. Sustaining innovations refer to enhancements of existing products,
processes, or services that do not fundamentally alter market relationships or
significantly impact social or economic systems. This type of innovation primarily
focuses on gradual technological improvements, such as enhancing efficiency or
augmenting the functionality of existing solutions (Tran, 2008; King & Baatartogtokh,
2015). While sustaining innovations often lead to quality improvements, they do not
necessarily result in entirely new products or market segments.

Disruptive innovations, as defined by Christensen (1997) and later elaborated upon by
Christensen and Raynor (2003), represent more radical forms of innovation that
disrupt existing market structures. The authors caution that the term "disruptive
innovation" is often misapplied to any new product that disturbs market practices.
However, disruptive innovation more precisely refers to innovations that, in their initial
stages, address specific niche needs often at a lower price or with limited functionality
but over time significantly alter dominant market relationships. Christensen et al.
(2003) note that radical or discontinuous innovations, despite their technical
differences, can provide substantial levels of market novelty. Radical innovations
encompass technological breakthroughs and innovative products that profoundly
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redefine user experience and product utilization, such as the transition from landline
phones to smartphones.

In contrast to radical innovations, disruptive innovations primarily introduce a new
value proposition, shifting the focus from the technology itself to redefining how end-
users perceive the value of a product or service. Examples include services like Netflix,
which disrupted traditional video rental chains by offering an affordable digital
subscription model.

While various typologies of innovation exist (Vlaci¢, 2018), Christensen (2013) presents
a model that classifies innovations into two foundational categories: sustaining
(incremental and continuous) and disruptive. Sustaining innovations refer to activities
that generally do not impact the market or society and often manifest as improvements
to existing products. However, such innovations do not necessarily lead to the creation
of entirely new products (Tran, 2008; King & Baatartogtokh, 2015).

The diffusion of a wide range of digital technologies in the first wave of development—
including the Internet, Web 2.0, the Internet of Things, Big Data analytics, and cloud
technologies—has threatened entrenched business models across many industries,
such as postal services, telecommunications, music, education, media, banking, retail,
and insurance (Greenstein et al., 2013; Bughin & Van Zeebroeck, 2017). These changes
are typically driven by new market participants leveraging digital technologies to create
and implement innovative business models, which often rapidly undermine the
business models of market incumbents, rendering them obsolete. In their work,
Rahman et al. (2017) provided an overview of several previously researched disruptive
technologies over the past few decades, as illustrated in Table 1. This table also
highlights technologies with disruptive potential and/or characteristics within the
framework of Industry 4.0 and the subsequent emergence of Industry 5.0, which are
either on the brink of market introduction or are already present.

Table 1
Disruptive innovation technology examples in the literature and emerging
technologies possessing disruptive characteristics

Disrup. tehnology Incumbent technologies
Digital storage media Compact Disc (CD)
Streaming video portals DVD, BlueRay, TV Cable
Smart phones Classic mobile telephones, digital cameras

Examples of emerging technologies with distinct disruptive characteristics

Driverless vehicles - car and ride sharing

New generation Internet of Things - loT, Internet of Everything
Next generation drones: air, ground, marine
General Al - ChatGpt, DeepSeek, ...
Autonomous and humanoid/humancentric robots

Next gen. Virtual/augmented/mixed reality

Source: Rahman et al. (2017), expanded upon by the author

Recently, Deepseek has introduced a significant disruption to the market with its
innovative deep web search technology (Bloomberg, 2025), enabling users to access
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information that was previously difficult to obtain. This technology provides advanced
analytical tools that transform how organizations collect and utilize data, enhancing
their competitiveness in a dynamic digital environment.

Theory of disruptive innovation

The theory of disruptive innovation examines the mechanisms through which smaller
market participants introduce more accessible and affordable solutions, thereby
disrupting the business models of established companies, known as incumbents (Gaul,
2014). Unlike products and services resulting from sustaining innovations, which
primarily focus on improvements within existing market frameworks, disruptive
innovations often emerge outside conventional market dynamics. New market
entrants utilize disruptive innovations to gain a competitive advantage in saturated
markets dominated by incumbents, where their offerings frequently remain outside
the attention of existing market leaders in the early stages of development. Disruptive
innovators typically target niche segments or less demanding consumers that are often
overlooked by incumbents (Lozi¢, 2020).

This lesser visibility and focus on limited market segments allow disruptive companies
to develop their business models with minimal responses from incumbent firms. A
defining characteristic of disruptive innovations is that they tend to be simpler to use,
more financially accessible compared to premium products offered by established
companies, and often better tailored to the needs of niche consumers. Due to these
attributes, disruptive innovations attract new consumers who were previously not part
of the targeted market, leading to an expansion of market potential and the inclusion
of new demographic groups (Garcia & Calantone, 2002).

Disruptive innovations have a significant macroeconomic impact, stimulating industrial
growth and creating new job opportunities, particularly during the early
commercialization phase (Lambert, 2014). Their emergence enables new market
players to gain market share and become competitors to established firms, often
resulting in the redefinition of dominant business models and fostering dynamic
market competition.

The operation of disruptive innovation and its impact on market dynamics is illustrated
in Figure 1 through a theoretical framework based on Christensen's model (1997),
which the authors have further developed. The graphical representation initially
defines two fundamental product functionalities, illustrating various innovation
trajectories and their market effects.
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Figure 1
lllustration of product functionalities for sustaining and disruptive technological
innovation

A Functionality realized by sustaining
innovation

Product functionality
for high end customers

Functionality realized by
average customer
expectation

_____________________ '1’\ Product functionality
for low end customers

Product functionality
~_

Functionality realized by disruptive
innovation

v

Time

Source: Christensen (1997, p. 16), adapted by the author

The solid line marked as number 1 in the model represents the development of
product functionalities resulting from sustaining innovations, where progress is
achieved through incremental technological improvements and optimizations of
existing solutions. This type of innovation focuses on enhancing product performance,
often tailored to the needs of the most demanding users or premium market
segments.

Conversely, the second solid line, marked as number 2, illustrates the development of
disruptive innovation. In its early stages, a disruptive product is characterized by lower
performance levels compared to established products; however, its key advantage lies
in its accessibility, ease of use, and targeting of underserved market segments.

The area designated as number 1 reflects the moment when there is an oversupply of
product functionalities developed through sustaining innovations. During this phase,
users begin to receive functionality levels that exceed their actual needs, thereby
creating an opportunity for disruptive innovations to attract consumers with simpler
yet sufficient solutions.

This theoretical model emphasizes how disruptive innovations alter market dynamics
not through direct competition with established products, but by drawing in new
market segments that were previously unengaged. It is crucial to understand that
incumbents often fail to recognize the threat posed by disruptive innovations in their
early stages of development, which can lead to significant market share losses in later
phases of disruptive product expansion.

According to Guttentag and Smith (2017), disruptive innovations in their initial
development phases are characterized by low attractiveness and limited market
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visibility. Their early adopters are typically fewer demanding consumers (from the low-
end segment) or those who have not previously used existing competitive products.
This initial modest market appeal often results in limited commercial success and
minimal profits, meaning that disruptive products do not pose a significant threat to
leading incumbent firms at this stage.

As disruptive innovations evolve and improve their performance, they gradually align
with the needs of a broader consumer base, including those with higher-quality and
more functional requirements. This process enables disruptive innovations to
penetrate already established markets, where they progressively assert themselves as
viable alternatives to incumbent products. While incumbent products may be
technologically superior, they frequently deliver a level of functionality that exceeds the
actual needs of the average consumer, a phenomenon known as performance
oversupply.

Guttentag and Smith (2017) highlight that due to their initially low market
attractiveness and limited revenues, disruptive innovations are often overlooked by
incumbent firms. Leading market players tend to focus on more profitable market
segments and products with high margins, while disruptive innovations initially target
less lucrative niches.

However, as disruptive innovations mature and gain greater market acceptability, they
can become formidable competitive threats. By the time incumbents recognize the
dangers posed by disruptive innovation, it is often the case that the disruptive product
has already firmly established itself in the market and captured a significant market
share. At this stage, incumbents may find themselves at a considerable disadvantage,
as disruptive innovations have transitioned from niche segments to robust market
alternatives, challenging the stability and dominance of incumbent firms.

This model of disruptive innovation development emphasizes the importance of
promptly recognizing market changes and strategically managing innovation
processes, enabling incumbents to anticipate and respond to threats arising from
disruptive strategies.

Critical Reinterpretation and Theoretical Synthesis

The rapid dynamics and pace of technological change can lead to dramatic shifts in the
strategic positioning of incumbent firms, compelling them to develop entirely new sets
of knowledge and capabilities to maintain market competitiveness (Tushman &
Anderson, 1986). During technological transitions, incumbents face numerous
challenges that may result in inadequate or delayed responses to disruptive
innovations. Researchers investigating these processes identify various causes for such
shortcomings, including organizational inertia (Tripsas & Gavetti, 2000), a lack of
internal capabilities or economic-financial incentives for adaptation (Henderson, 1993),
limited resource availability and allocation (Christensen, 1997), insensitivity to
environmental changes (Kammerlander & Ganter, 2015), and cognitive inertia among
top management (Hill & Rothaerme, 2003). Additional factors include absorptive
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capacity and inadequate knowledge management within organizations (Dabic et al.,
2019).

In their qualitative study, King and Baatartogtokh (2015) analyze the theory of
disruptive innovation using a sample of 77 corporations, drawing on disruption cases
described in earlier works by Christensen (1997) and Christensen (2013). The authors
identify four key elements of the theory of disruptive innovations that elucidate the
behavior of incumbent firms in the context of market disruptions (Figure 2). First,
incumbents typically continue to innovate within existing technological trajectories,
focusing on incremental product improvements - 69% of the examined. Second, they
offer products or services that exceed customer needs, providing a higher level of
functionality than the market demands, which results in performance oversupply - 22%
of the examined. Third, incumbents possess specific resistance capacities, including
resources and capabilities to respond to market threats, but often fail to utilize them
promptly - 61% of examined. Fourth, when disruptive innovations mature, incumbents
find themselves threatened in the market, leading to significant business
consequences, 62% of the examined.

The empirical results from King and Baatartogtokh (2015) are illustrated in a graphical
representation (Figure 2), which visualizes the relationships between the continuous
innovations of incumbent firms and the advancement of disruptive innovations. The
model highlights how disruptive innovations, despite initial performance limitations,
can significantly jeopardize market leaders if strategic adjustments are not made on
time.

Figure 2
Results of the study on the impact of disruption based on a sample of 77 corporations

1 - incumbents are innovating
through the existing trajectories
of sustaining continuous
innovation
69%

4 - incumbents
disrupted’in problems

Including all elements
62%

9% 2 - continuous innovations
0

of incumbents ere
exceeding customer
expectations and/or needs

. : 22%
3.- incumbents are possessing

capacity for resistance
61%

Source: King and Baatartogtokh (2015, p. 83), adapted by the author
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Empirical results from the study indicate that disruptive innovations rarely manifest in
their full capacity as a threat that completely destabilizes incumbent firms. However,
although complete market disruption is not a common phenomenon, this does not
diminish the fact that disruptive innovations can lead to significant negative
consequences, ranging from a reduction in market share and profits to a lasting loss
of competitive position. The case of Eastman Kodak exemplifies how neglecting
disruptive signals, despite a strong market presence and technical expertise, can result
in fatal outcomes for an incumbent organization.

King and Baatartogtokh (2015), based on the analysis of 77 case studies and interviews
with representatives of incumbent firms, conclude that disruptive innovations do not
operate universally and do not always pose threats of the same intensity. Their findings
suggest that the comprehensive theory of disruptive innovation can be analytically and
operationally applied only under specific conditions, which include: (1) the presence of
significant technological discontinuities, (2) the emergence of market niches with
unaddressed needs among lower-tier consumers, and (3) the limited capacity of
incumbents to adapt and innovate beyond existing technological paradigms timely.

The authors also emphasize that disruptive innovations often lead to a gradual erosion
of market share for incumbents, rather than immediate destabilization, which further
complicates their detection and risk management. This asymmetry in threat perception
can result in delayed reactions to changes, particularly in industries with slower
innovation cycles.

To effectively apply the theory of disruptive innovation in practice, it is essential to
develop analytical frameworks that recognize not only the immediate impact of
disruption but also its long-term consequences on the market position of incumbents.
In this context, the theory of disruptive innovation should not be viewed as a static
framework; rather, it should be seen as a dynamic process, subject to the specifics of
the industry, technological development, and consumer behavior.

Response of companies to disruption

Given the accelerated digitalization of business processes and markets, incumbents
that successfully adapt their business models or implement innovative strategies, such
as developing new products or acquiring innovative solutions, often manage not only
to maintain but also to strengthen their market position (Bughin & Van Zeebroeck,
2017). These examples of adaptation underscore the ability of incumbents to ensure
sustainability through proactive innovation strategies, despite market changes.

King and Baatartogtokh (2015) propose three fundamental strategies that incumbents
can leverage to confront disruptive threats. The first strategy involves calculating the
"cost of victory," where incumbents assess the feasibility of responding to disruption
in relation to potential long-term market benefits. The second strategy focuses on the
effective utilization of existing organizational capacities, emphasizing optimal resource
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allocation, competencies, and technologies to mitigate market threats. The third
strategy encompasses collaboration with other organizations, allowing incumbents to
partner with innovative firms, research centers, or even competitors to collaboratively
address disruptive challenges.

Additionally, the CapGemini (2015) report expands upon these findings by identifying
key barriers that incumbents face when confronting digital disruption. One significant
challenge highlighted is the phenomenon of organizational complacency, wherein past
successes create a perception of stability, thus reducing the willingness to embrace
strategic changes. This can lead to inertia among top management, further
complicating timely responses to disruptive threats.

CapGemini (2015) further outlines four resistance models to digital disruption that
incumbents can adopt to safeguard against market threats. The first approach involves
acquiring digital talent, specifically by hiring innovative experts possessing the skills
necessary for developing new digital solutions. The second approach centers on
acquiring disruptors, as incumbents seek to take over leading disruptive firms to
integrate their innovative technologies into their own business models. The third
model involves legal measures aimed at disruptors, used as a means to slow down
emerging market threats, while the fourth approach combines elements of all previous
strategies, tailored to the specific market circumstances and level of threat.

These models illustrate the complexity and multidimensional nature of incumbent
firms' responses to digital disruption. The effectiveness of any given strategy hinges
upon the organization's ability to timely identify the level of threat, align internal
resources, and adapt to new market dynamics through strategic innovation, proactive
talent acquisition, and dynamic partnership management. Further research should
examine the extent to which the combination of these approaches can contribute to
the long-term market stability of incumbents in the context of digital transformation.

Conclusions

This paper conceptually and theoretically illustrates how the phenomenon of
disruptive innovation has become globally prevalent as a result of accelerated
technological development and the digital transformation of business ecosystems. In
the context of increasingly intense global competition, disruptive innovations facilitate
the emergence of new market participants who successfully disrupt existing market
structures through innovative products and tailored business models, often
jeopardizing the position of incumbent firms or established market leaders.

Incumbents face the imperative of proactively responding to technological changes in
their environment to ensure long-term sustainability and market relevance. As
Christensen emphasizes, the ability of incumbent firms to recognize early signals of
disruptive changes and timely implement tailored innovation strategies is crucial for
their long-term stability. However, in practice, incumbents often rely on prescriptive
examples of best practices from other corporations in managing innovation, which
does not necessarily guarantee successful outcomes.
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True competitive advantage stems from an organization’s ability to develop customized
strategies that take into account specific market and sector conditions, available
resources, and organizational capacities. Only after establishing tailored strategic
frameworks can incumbents utilize existing methodological approaches—such as open
innovation, iterative experimentation, or hybrid innovation management models—to
effectively navigate disruptive threats.

The scientific contribution of this paper lies in its ability to deepen the theoretical
understanding of disruptive innovations by synthesizing existing research and practical
insights. The paper presents additional arguments for the necessity of personalized
approaches in developing innovation management strategies, emphasizing the
importance of a dynamic approach that considers sector-specificities and
organizational competencies.

The findings of this study can serve as a foundation for designing and implementing
empirical research at national and regional levels (Vlaci¢ et al., 2019), with a particular
focus on less developed economies and emerging markets. Future research could
specifically investigate various models of adaptation to disruptive innovations within
the context of local economic systems and explore how different levels of technological
readiness influence the resilience of incumbent firms in confronting market
disruptions.
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