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Disruption will knock on your door eventually.
Thatis why it isimportant for every manager
to be able to see the patterns in chaos.

And, to understand new business models,

so that you can prepare and strategize an
appropriate course of action in response.




What s disruption?

OnMonday morning, product manager
Peterarrives athis officeinalarge Danish
pharmaceutical business. Intrigued, he opens
anemail from RADS (public regional medical
committee). In brief, the email explains that they
willnolonger be using the company’s products
but, instead, acheaper product from China. It
wasnot just10% of all sales that disappeared,
notevenjust 30%. All sales disappeared from
one day toanother, because new technology
had created acompeting productat only 30% of
the price.

Disruptionis aquick, life-threatening change

of your business terms.* We allknow examples
from Airbnband Apple, butdisruptionis notjust
something from Silicon Valley or Shanghai. Itis
happeningright now - just outside your door.

We see free newspapers, car sharing, low-cost
businesses, dentistchains, and onlinereal estate
agentsfighting with established players for
market share and customers. Both your doctor
andyour lawyer are already feeling disrupted by
Google - without them necessarily being familiar
with theterm.

Anddisruption willknock on your door, too.No
one willescape from disruptionin the coming
years.Forexample, analysesshow (e.q., Frey &
Osborne and Jan Damsgaard) that up to 50% of
alljobs will be threatened by automation (not
globalizing or outsourcing) over the next 10
years - from pilot to auditor, accountant, and
realestate agent. Ananalysis from Accenture
shows that 95% of CEOs expect major strategic
challenges - and only 20% of their organizations
are prepared for this.

Jim Snabe (a Dane who has been highly placed
abroad as CEO of SAP) was quoted in the Danish
newspaper Berlingske:"In 3-5 years, the core
businesswillbe dead.” Of course, itisnot certain
-butthatiswhatyoushould prepare for. The
scenario you should getready for: What should
we doif our core businessis goingaway? Thatis
why itisurgenttofind goodresponses.
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1 weareusingabroad definition of the term 'disruption’. The original definition by Clayton
Christensenin HBR1995is very narrow and less applicable outside of aresearch context. Later
herelentsand explains how established businesses have achance afterall.
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Whatis the problem?

e 9outofl0businessescannotkeep up
with development.

e Many people, fromboard members to younger
managers, think: “Well, what's new about that?
We've known about IT challenges for years now...”

e Many businesses conveniently leave theissue to
themanagerof IT.

* 88% of managersare worried about disruption, but
onlyafewhaveastrategy.

Harvard professor Clayton Christensen
underlines his point repeatedly: The old
companies donothaveachancebecause

they are bound by obligations to their existing
customers. We would like to disprove this.

We want to show a path forestablished
companies. The good news is that there are
plenty of examples of old companies preparing
accordingly and doing well. Take the private
carmarketasanexample.ltwasdisrupted by

privateleasing - but’old'Peugeotcame outasa
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winnerwith aggressive leasingdeals. They are
now controlling 38% of the new private leasing
market. Car-sharing also disrupted the market.
'0ld'BMW and Mercedes came out as winners by
sellinglarge numbers of cars for sharing. Egmont
and Schibsted are‘old’ media companies which
dealtwithdigitalization, while others struggle
withone footinthegrave.

Eventsarevery fast-paced when new digital
playersattackand grow. You quickly become
marginalized if youdo notrespondaccordingly.

It is not always necessary
to be ‘first movers' or on the
‘bleeding edge, but you have
to be aboard the train. That is

your job as a manager!
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Patternsindisruption

Itmay look like a tsunami, but luckily there
are patternsinhowdisruptionunfolds. Asa
manager, you need to know and understand
these patterns to guide your organization
throughdisruption.

Examples:

Whennew playersarrive, they follow a
specificpattern.

When they knock down the door to your market,
they use specificresources.

Thenewinnovative business models are grouped
into10types.

Behinditallare 10 paradigm shifts.

The companies which successfully handle
disruptionorganize themselvesinaspecificmanner.

Therearesome solidstepsinhow todeal

withdisruption.

Finally, you can summarize the entire strategic
disruption challenge into one question. The
questionyouneedtoaskyourorganizationis:

How can we give the
customers something new
and a solid boost in service,

and in such away that it
is much less expensive?

That, inshort, is your

disruption challenge!
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The organizational and
management challenge

Thesunisshining early one morning onthe
parkinglot of one of the large telcos (I never say
notoameetingat7:30 - the ones working hard
deserveit). lam fully prepared to discuss the
new business models that threaten the telco
industry. However, quickly | become wiser. They
areintotal control of the strategic movements
around them. The actual challengeis the
associated management task.

Many people leave disruptiontotheIT
department, whichis asked to explore new
technology, but thisisrarely where the main
taskis. Disruptionisa360° challenge - including
strategic business models, both technological
and organizational. The latteris often the more
difficultone.

New technology, new business models, and
new paradigms demand new organizations.
Ifapublic organization mustadapttoaparadigm
shift, where waste goes from being pollution
toagoldenresource, it will obviously demand
large adjustments from the organization. If an
industry business has to move from unit sales
toservice business, it willdemand dramatic
changes.Ifatruck producerhas tosell transport
flow at afixed monthly costinstead of trucks, it
requiresatransformation of the organization. If
any entity (hospital, municipality, taxi company,
concrete supplier, etc.) needs to packageits
offeringsthroughITand let theinternetcarry
the service tothe user, that demands adifferent
type of organization.

You could say thatany organization becomes
an|IT organization. Every company will provide
its services throughIT - no matter how physical
the productis. Thisrequires you to turnyour
organization upside down - the business culture,
customerrelations, etc. And, itishardtoletgo...
e Experienced people needtoletgoof their position
as"irreplaceable people who know better.” Now
thereareyoungpeople oroutside expertsin the mix
who will be paid for theirindispensable expertise.
e Some companieshavetoletgoof customer
relationsandletthemgototheinternet.
e Somehavetoletgoof control, safety, and zero-
mistake-culture.
e Some have to take morerisks and finance more

uncertain projects.

Agility is the second key managerial challenge
associated with disruption. Because thereis not
justonesolution todisruption. Itis nota quick
fixand then everythingis fine again. Itis not
justone change of the business model. Itisan
endless chain of events that we mustinitiate and
participatein - reactively and proactively. Itisa
new stream of businessinnovation that we must
establish and bring our organization onboard. It
isa"new normal”that will require agility, quarter
afterquarter.
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Thisdemandsadynamic management to
createanorganization with anagile culture. An
organization whichis quick onits feetand moves
asfastastheshiftsinthe markets, customers,
branches, and technology. An organization
which candrive innovationattemptsand adopt
new procedures. Anorganization that does not
stopshortwhenachange of courseis taken
andanew battle mustbe fought.Iltdemandsa
good management to create this organization
-andeven more managementto guide the
organization through thisjourney. Itis, for
example, about:

e Whatyoushowasaleader

e Whatyoufocusonandcultivate

e Whatkind of behaviour youlegitimize

e Howtodealwithanchorsintheorganization

e How youdevelop yourself toadapt toanew world

e How youtransformyourownleadership

Anindustry business has afine process for
product development, astage-gate model that
takes thorough engineersroughly three years
fromideatoprototypetoatestedproduct.
However, disruption from the outside means
thatyoudonothave that much time anymore.
The company must move tovirtual product
developmentwithout prototypesand with
simulationinstead of physical tests. Suddenly it
isjustoneyear fromideatomarket.

Volvo has been through this. Their 850 model
was crash-testedin 25 prototypes. Their V70
modelwas crash-tested 10,000 times - but
every time virtually. Not a single carwas built to
be crashed. What went faster? Which would you
rathercrashin?

IBMis perhaps the one business that managed to
transform the most. Thinkaboutitsjourney from
typewriters to mainframes to PCs to laptops and
today Watson Cognitive Computing. Everything
went through along chain of transformations.
IBMhas managed toreinventitself repeatedly.

Suchafundamental change inside your
organizationis called “transformation”andis the
management taskindisruption. Itiscomparable
with changing the entire organizational game
from defending a castle to surfing. “From
building the strongest bastion to catching the
bestwave and the nextandthe next...”

Disruptionis amanagement challenge, more
thanadigital challenge for the IT department.
Disruptionrequires transformation deeply
attheheartof the organization and business
model. Itis obviously a massive challenge
formanagement.

Technology provides opportunities, while the
organization presents the challenges. Your
management will determine whether you
succeedintransforming your organization tothe
new world.
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Itiseasy tofind people who believe that
established businessesdonotstandachance,
whichiswhy itissoimportant to show your
resolveand prove thatit can be done: the ability
totransforminstead of lyingdowntodie. To
prove the pessimists wrong!

Itisallabout preparation. Tobe ready. To have
anagile organization thatunderstandsboth
the threatsand the patterns. Itisabout getting
involvedin the battle. Try out some things.
Haveaseries of response strategies prepared.
Itisajourney of evolution for youand your
department. You must unlearn some things and
say goodbye to the hierarchy you know.

Inthe organizational challenge, you will also
find some patterns you know and can take
advantage of.

e Powerand privilege are some of the things thatare
incredibly hard tolet go of, and which keep the old
businessesinthe old world. Thisis why disruptionis
notyourbiggestenemy -itisyourself!

e Canyoudoanythingaboutit? Yes, youcandevelopa
new culture. Some theorists write that you cannot,
butpractice fortunately shows somethingelse.

Examples of beliefs and mindsets youmay have to

partwayswithare:

1. Fairenough - letthemhaveit, thereisnotalot
of profitinit. Our business modelis robustand
profitable (yes, until they have arelationship
with all your customers).
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2. We have good contacts with our customers
andastrong concept of service (yes, until your
customersrealize thattheinternetis much
fasterandopen24/7).

3. We focusonourpartof thevalue chain (yes,
untilsomeone else puts the chain together
fromAto2).

4.0uremployeesare our greatestasset (yes, or
your biggest problem...).

5. We are good at customer communication (yes,
until social media breaks loose).

This change projects the image of anew
organization. Bigchangesare usually required.

If disruption is the question,
then transformation is
the answer...

Butwhatabout yourself? If youare not prepared
toface thedigitalmanagement task, then
youare justasdeadand buried as adinosaur.
ACEOoncesaid thisvery clearly tome: "I have
acknowledged that I cannot be aleaderin the
future without comprehending this!”Let us just
think about thisforasecond. Itis a powerful
statementbutalsovery motivating.

Astriking patternamong those who have
successfully transformed to face disruption
isthatthey have begunapersonaljourney. It
startswith anenthusiasticmind, which canget
the whole organization going. Is that you?



Thewider perspective -
"Aworld enriched by change”

Finland's prime ministersaid that Apple has
destroyed his country. The Finnish people have
beendisrupted. Because we send emailsinstead
of letters, their forestindustryis collapsing. Also
because iPhones beat Nokia. Disruption does not
justhitcompaniesbutalsonations. We have only
seentheearly stages of thistrend.

If we stay inthe national perspective, disruption
isalsoabattleagainstregulation. The easy way
infor new innovative playersis typically highly
regulated markets. The established players
aredominating these markets because of the
costsof regulationand low competition. That
makes them an easy prey. But the pointis that
the model of societyis also being challenged.
Regulationisindeed asocietal choice. We have
decided toreqgulate taxis - which now are being
challenged by Uber. The entire mindset of the
freelanceris challenging the Act on Salaried
Employees. Financial companies are also being
regulated - sowhatabout crowd-funding and
peer-to-peerloansorinsurance? Many new
services today are based onuser validation of
the providerrather than the government. For
example, the customers evaluate the Uber
drivers, while the governmentregulates taxis.
Are the customers betterat this than the
government? In brief, itisabout time we start
consideringsome of the areas that are requlated
by the government. Should stateregulation be

adjusted tothe new open market, or must we
inventnew and different ways of protecting the
market? The first lawsuits against Pokémon Go
have already occurred because the game places
virtual objectson private property.Is ourlaw
prepared to handle this? How does it work with
liability and insurance in the sharingeconomy, or
allthe self-propelled equipment on our roads?

The entire digital economyis notjustaperfect
fairytale. It also brings massive problems with
safety, counterfeit goods, quality, fraud and
identity theft, which hurt the transparency of
severalmarketsand provide asetting for "Wild
West" business practices. Inaddition, there
arealsofundamental questions about law and
datasafety thathave notyetbeenanswered
inasatisfyingmanner. We will also probably
have towaitlonger for contemporary consumer
protection -ifitevercomes.

Any e-commerce store willknow that there

are massive problems with false credit card
informationonline. Itis fraud, and then thereis
“friendly fraud,” where even your affiliates use
false credit cardinformation toactivate abonus
fromyouwithoutanactual sale. You will find
affiliates which are nowhere close to complying
with the law or good marketing practices, on
your behalf. But of courseitalso opens new
business opportunities, among other things...2

2 Entrepreneurs at Danish business Avenue have as mentioned developed a system to protect
yourself from credit card fraud, itis called Evos. It is also an example of pace. Withit, they have
managed to establish abusinessin 10 European countriesinjustaweek.
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Almostallinternet trading and digital businessis
globaland therefore outside the national scope.
You will simply not find any global laws that
regulate the marketand the players.Inthe free,
liberalmind, you canargue thatitisanadvantage
forthe globalinnovationand competitiveness.
That the competition will benefit the consumer.
But thisrequiresthatyouare aware thatthe
rulesonthe playingfield are very different, that
thelaw cannot always keep up. Because, when
the authorities have arranged legislation and
law underthe new and ever changing market
conditions, the world will already have moved on
long ago.

Oftennew players will exploit global access to
theiradvantage, whichmeans that they donot
feelbound orlimited by locallaws, regulations,
trade agreements and unwritten market

rules. It pushes the established players, who
faithfully comply with alllocal rulesin adifficult
competitive situation. Thinkabout the Danish
airline company SAS and RyanAir. When the
marketisalready global, thereis no doubt that
furtherlocalregulationis not theanswertothe
problem.Hence, our expectationis thatinstead
youwill see aderegulation of many markets over
the nextfew years, whichincreases the chances
of disruption.

Disruptioninthe publicsector
Averydifferentangle of disruptionis theissue
of the publicsector. Doesitalso face disruption?
Yes, itis challenged, atleastregulatorily, as

we have seen. However, this also means that
there are otherreasons astowhy managersin
the publicsector should read on. Digitalization
is already a major themein the public sector.

It will of course continue but what you should
pay attentiontoin particularis thelightning-
fastdevelopmentinthe expectations of
citizens. SMACI (acronym for the brash
technologies Social-Maobile-Analytics(big
data)-Cloud-Internet of things) also applies
tothe publicsector. When Tinder can simplify
the dating websites and the app Mobilepay
can make payments more user-friendly, people
immediately expect the taxadministration,
thedoctor, and other publicservicestodo the
same! And they candoit of course, if theyare on
theirtoes...

The publicsectoralso faces Big Data. In this
case, the collectionand use of data for better
servicesare justasrelevantand promisingin
the publicsectorasinthe private. Could bigdata
replace the (lack of) supervision of municipal
subsidies - and create transparency that gives
our citizens the confidence that their tax money
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isdistributed properly to associationsand
individuals? Could the thousands of public cars
collectvaluable trafficinformation that could
beusedintermsof planningand be sold? Could
new laws and directives become evidence-
basedratherthan guesswork? How would public
schoolslook, if they were based on learning big
data?Itisalsothe way that Google operatesits
entire HR efforts. Itisjustamatter of time before
the garbage bins of Copenhagen willbe onthe
internet notifyingwhen they should be emptied.

Some publicfunctionsare also being disrupted
directly. What will future hospitals look like?

Will people be hospitalized at home? Will
telemedicine be used, so that x-ray doctors

will be Indian specialists who 24/7 oversee the
picturesright after they have been taken? Will
we experience an explosive growth in wearables
technology for measurements and analysis,
which the patients carry onthemselvesinstead
of old fashion blood samples? Will surgery be
completed by alittlerobot-capsule thatyou
swallow, and the personin charge does not

have tobeinthe hospital but could be a person
in Warsaw? The Danish Minister of Justice has
already proposed to outsource parts of Danish
prisons to cheaper Eastern European countries
forinmates who come from there anyway. The
subway s already self-propelled and self-
propelled buses have been orderedin the Danish

city Aarhus.
o

Willdisruption save the world? Maybe. Thatis
the goal for some of the bigplayers.

The causal chain of events youmay be able to
seeonthehorizonis:

1. Significantly cheaper and more effective solar
cells, which along with significantly cheaper
and more effective batteries may solve the
world's energy problems.

2.1tisimportant, because cheap energy drives
ourentire world.

3. Asaside effect, CO2 emissions willdrop
dramatically. Geopolitically it will have large
consequences, if the oil prices continue to
drop downwards.

4.Whentheenergy problemissolved and cheap
energyisavailable, then the world's water
problems willalso be solved. Desalination
of waterrequireslargeamounts of energy.
However, ifitisavailable, we candesalinate
asmuch saltwateraswe wanttoandensure
cleanwaterallover the globe.

5.If thewatersupplyis sufficient, thenthere
isenough food supply becauseitcan
beirrigated.
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Aglimpseinto the future

Disruption may be the path out of the world's
mostentrenched problems. Andif we are given
afuture-whatwillitbring? Here are some
examples that willchange you and your business’
future daily life fundamentally:

* Amajordisruption of the daily life will be
self-driven cars. Peopleareassumingthatit will
take 20 yearsbefore they arrive but we expect
ittobe muchsooner. The subway is already self-
propelledand self-propelled buses have already
beenordered. Google cars have already driven more
than onemillionkilometers with very few accidents,
andinthe Swedish city of Goteborg, Volvos are
already self-propelled. Inthe fall of 2015, American
Teslas were automatically updated with asoftware
thatincluded autopilot. The self-propelled cars
are approaching. When they really come, they
will come with a tidal wave of disruptions. Traffic
accidentsand auto support willbe minimized. The
entireinfrastructure will be differentand muchless
crowded because the cars willhave abetter flow.
Driving schools will close because your children will
notevenneedadriver'slicense. Instead, children
candrive toactivities on theirown, sosoccer moms
ordadscanmanage afulltime job. Race tracks
willhave golden timesbecauseitis only here that
gasoline-blooded people willbe able todrive.

3 Forexample, read Michael Lewis' unique book
Flash Boysaboutrobots shortselling.

o
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o Artificialintelligenceisanotherinvisible thing
thatwe willcome to think about. Itisalreadyin
many parts of our daily lives, but what happens
when technology cannotjustdrive forus, butalso
think for us? If the self-propelled taxi through block
chaincanpay forits own repairand maybe even buy
anew taxiforitself... Novo Nordisk has just hired
IBMtodigdeepintoallofits clinical data to find
correlations, effectsand treatmentimprovements
thatnopharmacist would everhave achance
tospot. Thefinancial marketis already usinga
wide range of algorithms and robots to complete
investments.? The latest book of the Millennium
series, "That Which Does NotKill Us”, emphasizes
aninteresting dilemma. What happens the day we
manage todevelopanartificialintelligence smarter
thanus? Therationaleis thatit willalso be able to
developanartificialintelligence that will be smarter
thanitself, that willbe able to develop... It may
cause aquickexplosionof intelligence that will put
humans onthesidelineslikeanirrelevantinsect.
Anditisnotpurescience fiction - when three
technology enthusiasts like Bill Gates, Elon Musk,
and StephenHawkins all express great concern
forartificialintelligence - then it mightbe worth
athought.
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3D-printisanothergreatexample of IT enabling
whatwill change the world. In 3D-printing, the
productisnotnew -itistheentire processthatis
shortened fromdesign to production. The product
iscarried forward by IT. If youwanted a set of shoes
produced, thenyouwould have togo througha
design processthatis converted by anengineer
toamanufacturingmethod. Then youwould have
tobuy materialsand set up machinery. Then they
couldfinally be producedin Chinaand the shoe
could be shipped back to you. With 3D-printing, you
cansendthedesigninone-step:fromyourPCtothe
manufacturingmachine.Ithasnosalaryanditdoes

nothavetobeintheEast. Some people even believe

that 3D-printing will help save the world. Food
problems canbe solved by printing delicious food
fromraw insect materials.

e Robotsandartificialintelligence are expected to
take 50% of all the jobs we know today. Amazon s
trying to make flying shopping dronesjustasnormal
asshoppingcarts.Inaddition, thedrones thatcan
carryapersonaretobelaunched laterthisyear,
which means goodbye to the helicopter pilot.

Stanford professor James March often uses the
expression "Aworld enriched by change.”Maybe
thisis exactly how we should look at disruption.
I[tmay be athreat toourentire business
community andall the existing values and jobs
butitalsopresentsawealth of opportunities.

In brief - be ready!
We believe that from the year 2020, you will
no longer be able to recognize the world.
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Disruption Response Strategy

Below you will find a tool for developing a disruption response strategy. Enjoy!

Tools fordisruption strategy

Innovative
product,

Almost free service

P—— : Test
Significantly better Scenarios
Mega-trends consumer-experience Bl robustness
* Globalization inovations | e Disruption
« Sharing economy N o Strategy

T enabling Disruption A Test

pipeline

Utilizes
consumer
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