Module 3. Digital transformation vs.
disruptive innovation

Unit 3.1 Digital transformation vs. disruptive
innovation

3.1.1Introduction

In today’s rapidly evolving business landscape, the concepts of digital transformation and
disruptive innovation have become pivotal. As industries across the globe adapt to the
ever-changing technological advancements, understanding the impact and implications
of these concepts is crucial for businesses striving to stay ahead of the curve.

This document explores the profound influence of digital transformation and disruptive
innovation by examining a variety of companies that have successfully navigated these
changes. We delve into the stories of industry leaders such as Spotify, Netflix, and Uber,
highlighting how they have disrupted their respective sectors—music, entertainment, and
urban transportation.

Additionally, the document sheds light on examples from the sports industry, focusing on
Manchester City FC and Peloton, to illustrate how digital transformation is revolutionizing
sports and fitness. By analyzing these cases, we aim to uncover the strategies and
technologies that enable these companies to thrive amidst disruption.

Moreover, we provide a comprehensive discussion on the distinction between digital
transformation and disruptive innovation, drawing on expert insights and academic
theories. The goal is to equip readers with a clear understanding of these concepts and
their practical applications.

Through this exploration, we hope to offer valuable insights into how companies can
leverage digital transformation and disruptive innovation to remain competitive, foster
continuous innovation, and ultimately, drive future success.

3.1.2 What is disruptive innovation?

Disruption refers to a significant change or innovation that fundamentally alters the way
industries, markets, or businesses operate. It often involves the introduction of new
technologies, processes, or business models that challenge established norms, displacing




traditional products, services, or ways of working. Disruption can create new
opportunities, shift power dynamics, and redefine value propositions within an industry.
The concept of disruptive innovation was introduced by Clayton M. Christensen in his 1995
article “Disruptive Technologies: Catching the Wave” and further elaborated in his 1997
book The Innovator’s Dilemma. Christensen defines disruptive innovation as a process
where a smaller company with fewer resources successfully challenges established
businesses by initially targeting overlooked segments and then moving upmarket,
eventually displacing incumbents.

Disruptive innovations often create new markets or reshape existing ones by offering
more accessible or affordable products and services, thereby challenging established
norms and displacing traditional offerings. Its broad popularity has led to frequent
misinterpretation and misapplication. Many mistakenly label any significant market
shake-up as disruption, ignoring the specific conditions required for a true disruptive
innovation.

Misusing the term risks undermining the theory’s utility by promoting inappropriate
strategies for addressing market changes.

Digitalization has been and will be one of the most significant disrupters of all industries.
Digital disruption can be defined as the impact of new technologies on industries,
business models, and consumer behavior. It happens when innovative digital tools
change how products and services are delivered, forcing established organizations to
adapt or risk becoming obsolete. This phenomenon can be observed across various
sectors, from retail and banking to healthcare and entertainment. Companies that fail to
embrace these technological advancements often struggle to remain competitive in this
rapidly evolving landscape.

To effectively navigate digital disruption, businesses must invest in digital transformation
strategies, leverage data analytics to gain insights into changing consumer preferences
and foster a culture of continuous innovation. By doing so, they can not only survive but
also thrive amidst the waves of digital change.

3.1.3 Key features of disruption

As previously explained, disruption is an overarching phenomenon that reshapes entire
industries and alters consumer behaviors. By introducing groundbreaking changes, it
compels established companies to evolve and adapt. These shifts often lead to the
emergence of new market leaders and the decline of those unable to keep pace with
innovation. The ripple effects of disruption can be profound, influencing everything from
market dynamics to consumer expectations.

Disruption is defined by the following key features.




Innovation as a catalyst: disruption is typically driven by groundbreaking innovations that
address existing needs in more efficient, accessible, or cost-effective ways. These
innovations often start by targeting overlooked market segments with simpler, more
affordable solutions. Over time, they improve in quality and performance, eventually
appealing to mainstream consumers and displacing established products or services. For
instance, the advent of streaming services like Netflix revolutionized the entertainment
industry by offering on-demand content, leading to the decline of traditional DVD rental
services and altering television consumption habits (IMD, 2022).

Market transformation: disruptive innovations frequently create new markets or redefine
existing ones by introducing novel value propositions. They challenge incumbent
businesses, compelling them to adapt or risk obsolescence. This process often involves
smaller companies entering the market with more accessible or affordable offerings,
gradually moving upmarket and capturing a broader customer base. A classic example is
the personal computer, which started as a less powerful alternative to mainframes and
minicomputers but eventually transformed the computing industry by making technology
accessible to the masses (Christensen Institute, 2023).

Consumer-centric shift: disruptive innovations are often user-friendly and focus on
enhancing customer experience, convenience, or affordability. They prioritize
understanding and meeting customer needs, sometimes even before consumers are
aware of them. Ride-sharing platforms like Uber and Lyft exemplify this by providing a
convenient, accessible alternative to traditional taxi services, leveraging technology to
improve the user experience and offering features such as real-time tracking and cashless
payments (Builtin, 2021).

In summary, disruptive innovation reshapes industries by introducing transformative
products or services that prioritize efficiency, accessibility, and consumer needs,
compelling existing market players to evolve or face displacement.

3.1.4 Differences between digital transformation and disruptive innovation

Digital transformation and disruptive innovation are two concepts often discussed in the
context of technological progress and business strategy. While they are interconnected
and drive significant change, they differ fundamentally in their focus, impact, and
application.

Understanding the distinction between the two concepts is crucial for organizations
aiming to navigate change and remain competitive.

Definitions

As we have previously learned, digital transformation refers to the integration of digital




technologies into all aspects of a business, fundamentally changing how it operates and
delivers value to customers. It involves using technology to optimize processes, improve
efficiency, enhance customer experience, and create new business models. Digital
transformation often focuses on modernizing existing systems to ensure competitiveness
in a rapidly changing digital environment (Westerman et al., 2014).

Disruptive innovation, as defined by Christensen et al. (2015), refers to the introduction of
a new product, service, or business model that fundamentally changes an industry by
displacing established market leaders or creating entirely new markets. Disruptive
innovations often begin by serving overlooked or underserved market segments with
simpler, more affordable solutions before moving upmarket to challenge incumbents.

As can be seen from these definitions, the concepts are not exactly the same. Let’s look a
little deeper into the differences between them.

Focus and intent

Digital transformation focuses on evolving and improving an organization’s existing
operations and processes through the adoption of digital technologies. It is often an
internal initiative that addresses existing challenges and enhances the organization’s
ability to respond to market demands. For example, companies may digitize their
customer service channels, adopt cloud computing, or use Al for predictive analytics to
optimize supply chains.

In contrast, disruptive innovation focuses on creating new value by introducing innovative
products, services, or business models that fundamentally change markets. It often
targets previously underserved or ignored segments and scales up to disrupt existing
players. For example, streaming services like Netflix disrupted traditional cable television
by offering a more accessible and affordable entertainment solution (Christensen et al,,
2015).

Impact on markets

Digital transformation typically impacts existing businesses and markets by making
operations more efficient and responsive. It improves customer experience and enables
organizations to compete more effectively within their current markets. For instance,
bankshave adopted mobile applications for easier access to services, enhancing customer
satisfaction without fundamentally changing the banking industry.

Disruptive innovation, on the other hand, reshapes or even creates markets by offering
entirely new solutions. It often displaces market leaders who are unable to adapt to the
innovative change. For example, ride-sharing platforms like Uber and Lyft disrupted
traditional taxi services by introducing app-based solutions that offered greater
convenience and affordability (World Economic Forum, 2021).




Scope of change

Digital transformation often involves an incremental or continuous improvement strategy,
modernizing existing processes and technologies to keep pace with digital trends.

Organizations may undergo digital transformation without fundamentally changing their
core business models. For example, retailers have adopted omnichannel strategies,
integrating physical stores with e-commerce to enhance customer experience.

Disruptive innovation, however, is inherently radical and transformative, challenging the
status quo by introducing new ways of doing business. It changes customer behaviors,
industry dynamics, and market leadership. For instance, Amazon disrupted traditional
retail by creating a digital-first, customer-centric platform that redefined how people shop
(McKinsey and Company, 2020).

Drivers and initiators

Digital transformation is often driven by internal needs, competitive pressures, and
advancements in technology. Organizations adopt digital tools to remain competitive,
streamline operations, and meet rising consumer expectations for convenience and
personalization. It is typically initiated by established businesses looking to adapt to a
digital world.

Disruptive innovation, on the other hand, is frequently driven by new entrants or startups
that identify untapped market opportunities or customer pain points. These innovators
introduce solutions that challenge existing businesses, often offering simpler and more
affordable alternatives. Incumbents may struggle to respond quickly due to legacy
systems, cost structures, or resistance to change (Christensen et al., 2015; Deloitte, 2021).

Table 1. Key Differences in Summary

Aspect Digital transformation Disruptive innovation

Focus Modernizing and improving  Creating new markets or
existing systems transforming existing ones

Impact Enhances competitivenessDisplaces incumbents  anc
within existing markets redefines industries

Scope Incremental, continuous Radical, transformative
Improvement change




Drivers Internal needs, competitiveNew entrants identifying

presstres untapped opportunities
Initiators Established businesses Startups or innovative
disruptors
Examples Banks using Al chatbotsNetflix, Uber, Airbnb disrupting

retailers adopting e-commerce traditional

markets

Source: own elaboration.

Conclusion

While digital transformation and disruptive innovation both involve leveraging
technology to drive change, they differ in their focus, intent, and impact. Digital
transformation is about improving and modernizing existing processes, enabling
organizations to remain competitive and relevant in a digital-first world. In contrast,
disruptive innovation introduces entirely new solutions, creating markets or redefining
industries by displacing established players. Both concepts are essential for business
growth, but organizations must carefully assess their strategies to determine whether
they need to optimize existing operations, embrace innovation, or pursue both
approaches in tandem. Businesses that effectively navigate these dynamics can unlock
opportunities for long-term success, remaining resilient in an ever- changing global
marketplace.

3.1.5 Short and long-term effects of digital transformation and disruptive innovation

Digital transformation and disruptive innovation play a central role in shaping the future
of businesses and industries. While both drive significant changes, they have distinct
short-term and long-term effects on organizations, economies, and society.

In the short term, digital transformation primarily impacts internal operations, customer
engagement, and workforce dynamics. One of the most immediate effects is improved
operational efficiency. The adoption of digital tools such as automation, cloud computing,
and artificial intelligence enables organizations to streamline processes, reduce costs, and




eliminate inefficiencies. For example, robotic process automation (RPA) can handle
repetitive tasks, allowing employees to focus on higher-value activities (Deloitte, 2020).

Customer experience also improves significantly in the short term. By adopting digital
technologies like chatbots, data-driven personalization, and mobile applications,
businesses can offer faster, more seamless, and tailored services. This creates immediate
customer satisfaction and loyalty. For example, retail companies using Al for product
recommendations or personalized marketing often see a measurable increase in
customer retention (McKinsey and Company, 2020).

However, digital transformation can also have short-term challenges. The transition to
digital tools requires significant investment in technology and infrastructure, which may
strain budgets, especially for small and medium enterprises (SMEs). Additionally,
employees may resist change, leading to disruptions in workflows. Organizations must
address skill gaps through training programs to ensure a smooth adoption process (Kotter,
2012).

The short-term effects of disruptive innovation often start small, targeting underserved or
overlooked market segments with simpler, more affordable solutions. These innovations
typically have minimal impact on established players initially, as incumbents may not
perceive them as a threat. For example, when Netflix first introduced DVD rentals by mail,
it served a niche market and was not considered a significant competitor to traditional
video rental companies like Blockbuster (Christensen et al., 2015).

Disruptive innovations also create new opportunities for emerging businesses and
startups. By identifying customer pain points and providing innovative solutions, these
companies can quickly gain traction in niche markets. The initial adoption of disruptive
technologies often comes with reduced costs for early adopters, as disruptive solutions
focus on accessibility and affordability.

However, in the short term, disruptive innovation can destabilize traditional businesses
that fail to recognize the threat. Incumbents may experience reduced market share as
customers begin to shift toward the new offerings. This initial disruption can serve as a
wake-up call for established businesses to innovate or risk obsolescence.

The long-term effects of digital transformation are profound, reshaping how businesses
operate, compete, and interact with their customers. Over time, digital transformation
enables organizations to achieve sustainable competitive advantage by leveraging
technology to remain agile and responsive to market demands. Businesses that
successfully integrate data analytics, AL, and IoT into their operations gain deeper insights,
enabling more informed decision-making and innovation. For example, manufacturing
companies adopting IoT- enabled predictive maintenance benefit from reduced
downtime and increased operational efficiency (World Economic Forum, 2021).




In the long term, digital transformation also drives cultural change within organizations.
Digital-first strategies foster innovation, collaboration, and continuous learning, enabling
businesses to adapt to evolving technologies and market trends. Additionally,
organizations become more resilient to disruptions, as demonstrated during the COVID-
19 pandemic, where digital infrastructure allowed businesses to pivot quickly to remote
work and online service delivery (Deloitte, 2020).

On a broader scale, digital transformation contributes to economic growth and
sustainability. For example, the integration of digital tools in supply chain management
improves resource allocation, reduces waste, and enhances environmental sustainability.
Long-term investments in technologies like renewable energy and smart grids also align
businesses with global sustainability goals, contributing to a greener economy (McKinsey
and Company, 2021).

The long-term effects of disruptive innovation are far-reaching, fundamentally reshaping
markets and displacing established players. Over time, disruptive innovations move from
serving niche markets to capturing mainstream audiences. For example, Netflix
transitioned from DVD rentals to streaming services, ultimately displacing cable television
providers and transforming how consumers access entertainment globally (Christensen
et al., 2015).

In the long term, disruptive innovation often results in the creation of entirely new
industries and value chains. Innovations like the smartphone not only disrupted
traditional communication devices but also created a platform for app-based services,
mobile payments, and digital ecosystems. Similarly, technologies such as electric vehicles
(EVs) and renewable energy are transforming the automotive and energy industries,
paving the way for sustainable and scalable solutions (World Economic Forum, 2020).

While disruptive innovation drives progress, it also poses challenges for incumbent
businesses and labor markets. Industries that fail to adapt risk becoming obsolete, leading
to job losses and economic restructuring. For example, traditional taxi services struggled
to compete with ride-sharing platforms like Uber and Lyft, leading to significant shifts in
urban mobility dynamics. However, disruptive innovation also creates opportunities for
workforce reskilling and the emergence of new roles in technology-driven industries
(Brookings Institution, 2022).

The short-term and long-term effects of digital transformation and disruptive innovation
highlight their complementary yet distinct roles in shaping businesses and markets.
Digital transformation delivers immediate benefits through improved efficiency, customer
experience, and operational agility, while its long-term effects enable sustainable
competitiveness, resilience, and cultural change. On the other hand, disruptive innovation
begins with small, incremental changes but ultimately drives radical transformations,
creating new industries, displacing incumbents, and redefining value chains. For
organizations, balancing digital transformation and disruptive innovation is key to long-




term success. While digital transformation allows businesses to optimize their current
operations, disruptive innovation challenges them to rethink their business models and
embrace new opportunities. By strategically addressing both, businesses can remain
agile, competitive, and prepared to thrive in an ever-changing global landscape.

Unit 3.2 Case company examples of digital
transformation

3.2.1 Introduction

The digital transformation journeys of BBVA, Zalando, and Siemens Healthineers provide
clear insights into the focus and intent, impact on markets, scope of change, drivers and
initiators, and the short- and long-term effects of transformation. These examples
highlight how digital transformation enables organizations to modernize existing
processes, improve operational efficiency, and enhance customer experience, ensuring
sustained competitiveness in dynamic markets.

BBVA (Spain): Leading the digital banking revolution

Focus and intent: BBVA's digital transformation journey has been driven by its intent to
create a more customer-centric banking experience through technology and innovation.
By prioritizing mobile-first solutions, BBVA focused on improving accessibility,
convenience, and personalization for its customers. The bank's commitment to
digitalization included a focus on cloud computing, open banking APIs, and advanced
analytics to enhance financial services while meeting rising consumer expectations for
speed, convenience, and transparency.

Impact on markets: BBVA's digital transformation has had a significant impact on the
European financial services market. The bank has set a new standard for digital banking,
inspiring competitors to adopt similar mobile-first and customer-centric strategies. By
launching digital onboarding tools and Al-powered financial advice, BBVA reduced
reliance on physical branches and improved service delivery across regions. Their open
banking initiatives allowed third-party developers to integrate new financial tools,
enhancing innovation within the broader fintech ecosystem. BBVA's leadership in digital
banking has positioned it as a key competitor not only in Europe but globally, fostering
competition with fintech startups (BBVA, 2022).

Scope of change: the scope of BBVA's digital transformation is extensive, spanning
internal operations, customer interactions, and strategic partnerships. Internally,
automation and cloud integration streamlined processes and reduced costs. Externally,
BBVA transformed its relationship with customers, allowing digital self-service




capabilities for tasks like loan applications and account management. The transition from
traditional branch-heavy banking to a seamless digital experience marked a profound
cultural shift within the organization and set the stage for the bank’s continued evolution
in a tech-driven market.

Drivers and Initiators: the drivers behind BBVA's transformation include technological
advancements in mobile banking, Al, and cloud computing, coupled with changing
consumer expectations for fast, digital-first financial services. The emergence of fintech
disruptors such as Revolut and N26 further incentivized BBVA to modernize its operations
to remain competitive. The transformation was initiated by BBVA's leadership, which
recognized the need to stay ahead of the curve and embrace innovation to maintain
market share and growth (Deloitte, 2021).

Short and long-term effects: in the short term, BBVA's digital transformation led to
immediate improvements in customer satisfaction, operational efficiency, and market
competitiveness. By providing seamless, digital-first experiences through mobile banking
and Al-powered tools, BBVA attracted tech-savvy customers and strengthened its position
in a competitive market. Over the long term, BBVA's investments in open banking and
cloud computing are fostering sustainable innovation, creating a platform for continuous
growth and agility. By modernizing its infrastructure, BBVA is well-positioned to scale
digital solutions, reduce costs further, and adapt to evolving regulatory requirements and
customer expectations.

Zalando (Germany): transforming European retail through digitalization

Focus and intent: Zalando’s digital transformation focused on transitioning to a fully
digital-first retail model while creating an omnichannel ecosystem that integrates online
and offline shopping. The company’s intent was to leverage Al, big data, and supply chain
optimization to deliver seamless, personalized customer experiences. Zalando's launch of
the Connected Retail platform, which connects physical stores to its digital infrastructure,
further emphasized its goal to unify e-commerce with traditional retail operations,
offering increased choice, convenience, and flexibility to customers.

Impact on markets: Zalando’'s transformation has significantly impacted the European
fashion retail market by redefining how consumers shop for clothing and accessories.
Through its platform-driven approach, Zalando enabled smaller retailers to connect to its
vast digital ecosystem, driving business for local players while enhancing product
availability for customers. Its Al-driven personalization tools and robust logistics
networks have elevated customer expectations for tailored recommendations, faster
deliveries, and hassle-free returns. Traditional retailers have been forced to adopt digital
strategies to compete, reshaping the entire retail industry (McKinsey and Company, 2020).
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Scope of Change: The scope of Zalando's transformation extends across its customer
experience, business model, and supply chain operations. Al and machine learning are
used to analyze customer behavior and preferences, enabling personalized shopping
experiences. On the operational side, Zalando transformed its supply chain using digital
tools for inventory optimization and demand forecasting. Additionally, Zalando's
Connected Retail platform marked a significant shift toward collaborative commerce,
integrating online and offline channels into a unified ecosystem that benefits both
retailers and consumers.

Drivers and initiators: The drivers for Zalando's digital transformation include changing
consumer expectations for convenience, personalization, and omnichannel experiences.
The rise of e-commerce giants like Amazon created competitive pressures to innovate,
while advancements in Al, cloud computing, and logistics technology provided the tools
to execute Zalando's vision. The transformation was initiated internally, with leadership
recognizing the need to stay ahead of trends and embrace digital tools to expand market
share and deliver superior customer experiences (Zalando SE, 2022).

Short and long-term effects: In the short term, Zalando’s digital transformation enhanced
customer engagement, boosted sales, and improved operational efficiency. Tools such as
AlI- driven recommendations and advanced logistics systems enabled faster delivery and
more personalized experiences, increasing customer satisfaction. In the long term,
Zalando’s omnichannel strategy and Connected Retail platform are driving sustainable
growth and strengthening partnerships with smaller retailers. Zalando’s data-driven
approach allows it to remain agile, innovate continuously, and expand its reach across
Europe while setting new industry standards.

Siemens healthineers (Germany): revolutionizing healthcare with Al and telehealth

Focus and intent: Siemens Healthineers’ digital transformation focuses on using artificial
intelligence, telehealth platforms, and cloud-based solutions to revolutionize healthcare
delivery. The company's intent is to make healthcare more efficient, accurate, and
accessible by automating diagnostic processes, enabling remote care, and integrating
advanced imaging technologies. Siemens Healthineers' AI-Rad Companion, for instance,
assists radiologists by automating image analysis, thereby improving diagnostic precision
and reducing workloads (Siemens Healthineers, 2021).

Impact on markets: Siemens Healthineers' transformation has had a profound impact on
the healthcare industry, setting new standards for diagnostics and remote care. The use
of Al in diagnostics has improved accuracy and efficiency, helping healthcare providers
deliver better patient outcomes. Telehealth tools have expanded access to care,
particularly in rural and underserved areas, while cloud-based imaging systems have
streamlined medical workflows. Siemens’ innovations have forced competitors to
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accelerate their adoption of Al and telehealth technologies, transforming healthcare
delivery across Europe and beyond (World Economic Forum, 2021).

Scope of change: the scope of Siemens Healthineers’ transformation spans clinical
diagnostics, patient care, and operational workflows. Al-powered tools like the Al-Rad
Companion automate repetitive tasks, allowing clinicians to focus on complex decision-
making and patient care. Telehealth platforms facilitate remote consultations, while
cloud-based solutions enable secure, real-time access to medical imaging and patient
data across healthcare systems. These changes represent a shift toward more integrated,
data-driven, and patient-centered care delivery.

Drivers and initiators: the key drivers for Siemens Healthineers’ digital transformation
include technological advancements in artificial intelligence, cloud computing, and
telemedicine, alongside rising healthcare demands for efficiency, accuracy, and
accessibility. The COVID-19 pandemic further accelerated the need for remote healthcare
solutions, driving investment in telehealth platforms. Siemens' transformation was
initiated internally by leadership aiming to capitalize on the digital healthcare revolution
and maintain its position as a global leader in healthcare technology (World Economic
Forum, 2021).

Short and long-term effects: In the short term, Siemens Healthineers' digital
transformation improved diagnostic accuracy, enabled faster patient care, and reduced
the workload for healthcare providers. Remote care solutions expanded access to medical
services during the COVID-19 pandemic, showcasing immediate value. In the long term,
Siemens’ investments in Al telehealth, and cloud platforms are transforming healthcare
delivery, ensuring that providers can deliver efficient, patient-centered care at scale. By
driving innovation and

operational excellence, Siemens Healthineers is contributing to a future where healthcare
systems are more resilient, data-driven, and sustainable.

3.2.2 Case company examples of disruptive innovation
Introduction

The disruptive innovation journeys of Spotify, Netflix, and Uber provide clear insights into
the focus and intent, impact on markets, scope of change, drivers and initiators, and the
short- and long-term effects of innovation. These examples highlight how disruptive
innovation introduces new business models, displaces incumbents, and fundamentally
reshapes industries, creating opportunities for growth and value in entirely new ways.

Spotify (Sweden): disrupting the music industry
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Focus and intent: Spotify’s focus was to transform how people consume music by creating
an affordable, on-demand, and legal music streaming service. The intent was to solve the
problems of music piracy, improve access to content, and redefine revenue distribution
for artists. By offering a subscription-based streaming model and an ad-supported free
tier, Spotify aimed to make music accessible to everyone while compensating artists
through royalty payments.

Impact on markets: Spotify’'s disruptive innovation fundamentally changed the music
industry, displacing traditional revenue models that relied on physical sales and
downloads. By introducing streaming as the dominant consumption method, Spotify
forced record labels and artists to adapt to the new business model. This transformation
reduced the reliance on CDs and MP3 purchases, shifting consumer behavior toward
access over ownership.

Competitors, such as Apple Music and Amazon Music, emerged in response, further
driving the shift to streaming. Spotify now leads the global streaming market with over
500 million users, solidifying its position as an industry pioneer (Spotify, 2023).

Scope of change: Spotify’s innovation disrupted music production, distribution, and
consumption. Consumers gained access to a vast library of songs instantly, changing
listening habits and enabling music discovery on a global scale. Artists and producers had
to adapt to the new royalty-based revenue structure, prioritizing streaming-friendly
singles over traditional album sales. Spotify's data-driven approach also empowered
artists to analyze listening trends and engage directly with their audience, reshaping
marketing and promotional strategies in the industry.

Drivers and initiators: the rise of internet connectivity, cloud technology, and
smartphones created the technological foundation for Spotify’'s success. Growing music
piracy and the inability of traditional models to address illegal downloads were significant
drivers. Daniel Ek, Spotify’'s founder, recognized an opportunity to create value by
delivering legal, on-demand music at a low cost. Consumer demand for affordable, instant
access to music further drove adoption, and Spotify's freemium model played a critical
role in initiating widespread market disruption (Christensen et al., 2015).

Short and long-term effects: in the short term, Spotify provided an immediate solution to
rampant piracy and improved consumer access to music. Its freemium model attracted
millions of users, reshaping the competitive landscape and pressuring record labels to
embrace streaming. In the long term, Spotify’s disruptive model created a fundamental
shift in the music industry, making streaming the dominant form of music consumption.
Spotify’s platform enabled global music discovery, empowered independent artists, and
established new monetization opportunities through podcasts and personalized ads.
However, challenges remain, including ongoing debates over fair compensation for
artists.
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Netflix (United States): disrupting entertainment and media

Focus and intent: Netflix's focus was to disrupt traditional television and video rental
industries by offering an on-demand, subscription-based streaming platform. Initially
starting as a DVD rental service, Netflix's intent was to redefine how audiences consumed
content, offering convenience, affordability, and personalized viewing experiences.
Netflix also aimed to eliminate the limitations of cable TV schedules and physical rentals,
giving users control over what, when, and how they watched.

Impact on markets: Netflix disrupted the entertainment market by transforming content
delivery and consumption. By shifting to online streaming in 2007, Netflix eliminated the
need for video rental stores, such as Blockbuster, which struggled to adapt to the changing
landscape. Its subscription model replaced traditional pay-per-view and cable TV,
encouraging binge-watching habits and giving rise to the term “cord-cutting,” where
audiences moved away from cable subscriptions. Netflix's original content production
further disrupted Hollywood by creating high-quality, exclusive shows and films, such as
Stranger Things and The Crown. This innovation forced media giants like Disney and
Warner Bros. to launch competing streaming platforms, fundamentally reshaping the
entertainment ecosystem (McKinsey and Company, 2021).

Scope of change: Netflix's disruptive innovation spans content distribution, production,
and consumption. By offering a vast on-demand library and introducing original
programming, Netflix changed audience expectations for accessibility and quality. The
company's data-driven approach allowed it to personalize recommendations and
develop content that resonated with specific demographics. Netflix also embraced global
markets, producing multilingual content and reaching audiences worldwide. This shift to
streaming created entirely new opportunities for independent filmmakers, actors, and
creators, disrupting the traditional studio-driven model.

Drivers and initiators: advances in internet infrastructure, broadband speed, and cloud
computing provided the foundation for Netflix's streaming service. Growing
dissatisfaction with cable TV costs and limited flexibility drove consumer demand for on-
demand options. Netflix co-founder Reed Hastings recognized the potential for a digital-
first model early on, initiating the company’s strategic pivot to streaming. Increased
smartphone penetration and evolving viewer habits accelerated the widespread adoption
of Netflix's service, setting the stage for global dominance (McKinsey and Company, 2021).

Short and long-term effects: in the short term, Netflix provided consumers with
unprecedented convenience, flexibility, and content variety. Its subscription model
disrupted video rental and cable TV businesses, leading to the downfall of companies like
Blockbuster. In the long term, Netflix redefined how content is produced and consumed
globally. It established streaming as the dominant form of entertainment delivery and set
a new standard or personalized content. Netflix's success also created an intensely
competitive streaming landscape, where major studios and tech companies are investing
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billions in content production and digital platforms.
Uber (United States): disrupting urban transportation

Focus and intent: Uber's focus was to revolutionize urban transportation by creating an
app- based, on-demand ride-hailing platform that connects drivers with passengers
seamlessly.

The intent was to provide a more convenient, affordable, and user-friendly alternative to
traditional taxi services. Uber aimed to solve common problems such as inconsistent
pricing, lack of availability, and unreliable customer experiences in the taxi industry while
leveraging technology to streamline booking, tracking, and payment.

Impact on markets: Uber’s disruptive innovation transformed the transportation sector
globally. By introducing a flexible, app-driven model, Uber challenged and displaced
traditional taxi services, which were slower to adapt to technology. Its dynamic pricing
model and ride-tracking capabilities provided passengers with convenience and
transparency previously unavailable. Competitors such as Lyft and Bolt followed Uber's
model, accelerating the disruption of legacy transportation systems. Uber’s rise also
created new economic opportunities by introducing the gig economy, where individuals
could earn income as drivers, fundamentally changing employment models in the
transportation industry (World Economic Forum, 2020).

Scope of change: Uber's disruption extended across urban mobility, employment, and
transportation logistics. Passengers gained access to more affordable and reliable rides
through a single mobile application. Traditional taxi businesses experienced a significant
decline as customers shifted to Uber’s technology-driven alternative. On the employment
side, Uber introduced the gig economy, offering flexible income opportunities but
sparking debates about worker rights and job security. Uber further expanded its scope
by introducing services such as Uber Pool for ride-sharing, Uber Eats for food delivery, and
Uber Freight for logistics.

Drivers and initiators: The drivers for Uber’s success included smartphone adoption, GPS
technology, and mobile payments, which enabled seamless connectivity between drivers
and passengers. Consumer frustration with unreliable taxis and the lack of digital
convenience created strong demand for Uber’s solution. Co-founders Travis Kalanick and
Garrett Camp recognized the opportunity to leverage technology to transform urban
mobility. Market trends, such as increasing urbanization and shifts toward shared
transportation, further accelerated the adoption of Uber’s platform (Deloitte, 2020).

Short and long-term effects: In the short term, Uber disrupted the taxi industry by offering
lower prices, improved customer service, and enhanced convenience. Cities saw
increased competition in transportation, benefiting consumers with better options. In the
long term, Uber redefined urban mobility and employment dynamics, fueling the growth
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of the gig economy. The platform also inspired innovation in adjacent sectors, such as food
delivery and logistics. However, long-term challenges include regulatory battles,
environmental concerns,

and the need for better worker protections as the company navigates its role in a changing
economic and social landscape.

3.2.3 Sport company examples of digital transformation and disruptive
innovation

Introduction

The sports industry has experienced significant shifts driven by digital transformation and
disruptive innovation. The examples of Manchester City FC for digital transformation and
Peloton for disruptive innovation showcase how technology, data, and innovation have
redefined fan engagement, operations, and traditional business models in sports.

Manchester City FC (United Kingdom): leading digital transformation in sports

Focus and intent: Manchester City Football Club, part of the City Football Group (CFG), has
focused on leveraging digital technology to enhance fan engagement, operational
efficiency, and performance analytics. The intent has been to create a global digital-first
ecosystem that delivers immersive fan experiences, optimizes team performance, and
strengthens commercial operations. By using advanced data analytics, digital platforms,
and smart stadium infrastructure, Manchester City aims to set the benchmark for
technology adoption in football.

Impact on markets: Manchester City’s digital transformation has redefined how sports
organizations engage with fans and monetize their global presence. Through initiatives
like their Cityzens App and digital membership programs, the club offers personalized
experiences, including exclusive content, live match updates, and virtual events, enabling
fans worldwide to connect with the team. In addition, Manchester City has been a pioneer
in virtual reality (VR) and augmented reality (AR) content for fans, setting new standards
for digital fan experiences. Their adoption of data-driven performance analytics for player
training and recruitment has influenced other clubs to integrate similar tools, driving
competition in the football technology space (Manchester City FC, 2022).

Scope of change: Manchester City's transformation spans fan engagement, stadium
experience, and team operations. The club’s Etihad Stadium has adopted smart
infrastructure, including high-speed Wi-Fi and mobile app integrations for ticketing,
concessions, and match-day experiences. On the field, Manchester City employs Al-
powered performance analytics and wearable technology to monitor player fitness and
performance in real-time, optimizing game strategies and reducing injuries. This
technology-driven approach enhances both commercial and competitive outcomes for
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the club.

Drivers and initiators: key drivers for Manchester City's digital transformation include
advances in digital platforms, IoT, and data analytics, combined with growing consumer
demand for immersive and accessible fan experiences. The global nature of modern
football

also required Manchester City to expand its reach beyond traditional stadium attendance.
Initiated by the City Football Group’s leadership, the transformation reflects the club’s
vision to innovate through technology, maintain competitive dominance, and
commercialize its global fanbase effectively (Manchester City FC, 2022).

Short and long-term effects: in the short term, Manchester City’s digital initiatives
enhanced fan engagement and operational efficiency. The Cityzens App and smart
stadium infrastructure immediately improved fan access, convenience, and satisfaction,
while performance analytics provided insights that elevated on-pitch success. In the long
term, Manchester City's investments in technology have solidified their position as a
leader in football innovation. The club’s global digital ecosystem generates sustainable
revenue streams through international fan engagement and sponsorships, while its use
of performance data continues to set new benchmarks for player optimization and
recruitment.

Peloton (United States): disrupting the fitness and sports market

Focus and intent: Peloton’s focus has been to disrupt traditional fitness and sports models
by creating an interactive, subscription-based home fitness experience that integrates
live- streamed and on-demand workout content with connected fitness equipment.
Peloton’s intent was to revolutionize the way individuals engage in exercise by combining
technology, community, and accessibility, offering a personalized workout experience
from home while fostering an engaging sense of connection with trainers and other users.

Impact on markets: Peloton has fundamentally disrupted the traditional fitness industry,
which relied heavily on in-person gyms, fitness studios, and live classes. By introducing
high- quality stationary bikes and treadmills paired with immersive workout content,
Peloton eliminated barriers such as geographical constraints, class availability, and gym
memberships. This innovation created a new fitness market centered around at-home
connected exercise, challenging fitness studios like SoulCycle and traditional gyms to
adapt. Peloton’s model also influenced the rise of competitors like Mirror and NordicTrack,
which have adopted similar interactive and subscription-driven approaches (Peloton
Interactive, 2023).

Scope of change: Peloton’s disruption spans fitness technology, content delivery, and user
engagement. Its connected equipment, powered by live-streamed and on-demand
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content, enabled users to replicate the group fitness class experience at home. The
platform integrates performance tracking, personalized fitness goals, and interactive
leaderboards to enhance motivation and create a competitive community-driven
environment. Peloton also expanded its scope by offering diverse workout content,
including strength training, yoga, and meditation, thereby transforming itself into a
comprehensive wellness platform.

Drivers and initiators: the primary drivers of Peloton’s disruption include technological
advancements in IoT, streaming technology, and fitness tracking, as well as changing
consumer behaviors driven by busy lifestyles and demand for home-based convenience.
The COVID-19 pandemic accelerated adoption as people sought alternatives to gyms
during lockdowns. Peloton’s leadership, under co-founder John Foley, recognized the
potential to combine hardware, content, and community to create a unique, scalable
fitness solution that transcended traditional gym models (World Economic Forum, 2021).

Short and long-term effects: In the short term, Peloton disrupted the fitness industry by
attracting users seeking convenient and engaging alternatives to in-person gym
workouts. Its connected model and subscription-based content quickly captured market
share, fostering a loyal community of users. In the long term, Peloton has reshaped the
future of fitness by popularizing the at-home connected exercise market, challenging
traditional gym and studio models to innovate. The company’s success has inspired
competitors to adopt similar digital solutions, while its continued growth depends on
expanding product offerings and maintaining community engagement. However, the
long-term effects also include increased competition and the challenge of retaining
market dominance as fitness habits evolve post-pandemic.

Conclusion

The exploration of digital transformation and disruptive innovation highlights their pivotal
roles in reshaping industries, redefining business strategies, and influencing consumer
behaviors. Through the case examples of BBVA, Zalando, Siemens Healthineers, Spotity,
Netflix, Uber, Manchester City FC, and Peloton, we see clear evidence of how businesses
can leverage technology and innovation to achieve success, remain competitive, and
adapt to evolving market dynamics.

Digital transformation focuses on improving and modernizing existing operations by
integrating digital technologies into all aspects of a business. BBVA's digital banking
revolution, Zalando's omnichannel retail approach, and Siemens Healthineers’
advancements in healthcare delivery showcase how digital transformation enhances
operational efficiency, customer engagement, and organizational agility. In the sports
industry, Manchester City FC demonstrates how smart infrastructure, data-driven
analytics, and immersive fan experiences can redefine traditional engagement models.
Short-term effects include operational efficiency and customer satisfaction, while long-
term effects solidify sustainable growth, innovation, and competitive resilience.
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Disruptive innovation, on the other hand, creates radical changes by introducing new
products, services, or business models that displace incumbents and fundamentally
reshape markets. Spotify’s streaming model disrupted the music industry by shifting focus
from ownership to access, while Netflix redefined content consumption through its
subscription- based streaming platform. Uber's ride-hailing model revolutionized urban
transportation and fueled the growth of the gig economy. In sports and fitness, Peloton
disrupted traditional gyms by introducing an at-home connected fitness solution that
integrates hardware, content,and community. Disruptive innovation often starts small but
delivers transformative long-term impacts, creating new industries, redefining value
chains, and inspiring competitors to adapt.

The key distinctions between digital transformation and disruptive innovation lie in their
focus, intent, scope, and impact. Digital transformation emphasizes incremental
improvements within existing operations, while disruptive innovation focuses on radical
change, creating new markets and displacing traditional models. Both concepts require
businesses to navigate short-term challenges, such as investment costs, market
resistance, and operational adjustments, while positioning themselves for long-term
success through agility, innovation, and adaptability.

In conclusion, businesses must strategically embrace both digital transformation and
disruptive innovation to thrive in today's dynamic landscape. Digital transformation
allows companies to optimize and modernize their operations, ensuring efficiency and
competitiveness. Disruptive innovation, on the other hand, challenges businesses to
rethink their models, explore untapped opportunities, and lead transformative change. By
balancing these approaches, organizations can remain agile, resilient, and well-
positioned to drive sustainable growth, meet evolving customer needs, and lead the future
of their industries.
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