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Innovation and Market Disruption: Some Exploratory Thoughts 
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Differentiation is a critical approach to gain 

competitive advantage for a firm (Porter 

1980). Those firms that continuously 

differentiate their product/service offerings 

tend to invest significant funds in research 

and development leading to innovation. All 

innovations, however, need not lead to 

market disruption. On the contrary, because 

of its innovations, a firm captures the 

imagination of customers resulting in 

business success. Customers expect new 

offerings from a firm at periodic intervals and 

look forward to purchase such innovative 

products (e.g. Apple iPhone). Over a period 

of time such a strategy ends up making 

innovation the core competency of the firm, 

which becomes difficult for competition to 

dislodge (Prahalad and Hamel 1990). In 

addition, if such innovation enjoys product 

patent (e.g. molecules developed by 

pharmaceutical firms) or cannot be easily 

replicated by competitors (e.g. Coca Cola), it 

truly has the potential to disrupt the market.  

 

In the past accessing funds for investment in 

innovative pursuits was not easy for firms. 

Now funds for innovative purposes are  
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available from private equity firms, venture 

capital outfits, angel investors, sovereign 

wealth funds, pension funds and others. 

These investment funds are eager to support 

innovative ideas from bright youngsters 

whose start ups become unicorns in a 

relatively short period of time (e.g. Flipkart). 

Firms also raise funds via convertible 

debentures to reduce risk and increase 

opportunities from large institutional 

investors as well as retail investors. Startups 

may also be beneficiaries of such funds. 

Sweat equity and ESOPs are awarded by 

startups to attract and retain talent especially 

during early years of their operations when 

uncertainties surround the firm.  

Types of Innovation: 

Innovation is an important source of business 

success. Innovation focused on unexplored 

opportunities linked to articulated and 

unarticulated needs of customers has 

enormous scope. Developing business 

strategies based on such innovation has the 

potential to disrupt competition. Three major 

types of innovation have been identified 

(Christensen 2003). These include sustaining 

innovation, low-end disruption and new-

market disruption.  
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When a company innovates to develop a 

superior product targeted at existing high-end 

customers to yield high profits it is 

considered as sustaining innovation. An 

example being Apple iPhone, which 

improves its product each year. In low-end 

disruption, a company innovates to enter an 

existing market at the bottom end of the 

spectrum. When such innovation succeeds in 

attracting customers because of acceptable 

quality and low price of the product or 

service, existing competitors have the choice 

to either match such innovative product 

offering or move to a higher market segment 

to sell high priced products at a higher 

margin. Example being Toyota’s Corona 

launched in 1957 against market leader 

General Motors.   

When a company carves out a new market 

segment in a given market intent on serving 

an unserved set of customers by creating an 

innovative product or service it is supposed 

to be a new market disruption. Overtime such 

companies improve their product quality and 

make competition redundant. Low-end 

disruption and new-market disruption are 

considered to be disruptive innovation. An 

example of such disruptive innovation are 

smart phones that became a substitute for 

personal computers in multiple ways.  

Market Disruption in Different Industries 

An attempt has been made in this paper to 

look at the impact of innovative practices, 

which have created a lot of turmoil in several 

industries. Further studies in specific cases 

will have to be undertaken to come to precise 

conclusions.  

Food Aggregator Apps 

In the past, options for food consumption 

were restricted to preparing it at home or 

visiting a restaurant for a meal. Overtime a 

food delivery model emerged, which was 

largely restricted to restaurants, enabling 

customers to order food online through their 

websites. Radical change was observed with 

the emergence of the concept of ‘aggregator 

business model’. In such a model an 

aggregator such a Zomato or Swiggy 

provided a single online window through 

which customers could order food from a 

diverse variety of restaurants registered on its 

portal (Anon 2018) 

Thus, food delivery emerged as a fast-paced 

development in the ecommerce space. 

Customers today have the privilege to order a 

galaxy of cuisines from almost anywhere and 

anytime online. This revolution that has 

changed customer outlook towards food 

ordering has been facilitated by several 

forces at work. These include growing 

urbanization, easy access to internet banking, 

fintech services, digital wallets as well as 

cash on delivery.  The food aggregators have 

disrupted the ready-to-eat foods market using 

technology as well as logistics. The 

aggregators collect a margin per order from 

the restaurants but do not share the rich 

database of customers that they possess with 

the restaurant owners. They also use artificial 

intelligence tools to analyze customer 
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demand patterns and predict delivery time to 

customers. (Abhinav Singh 2019). Cloud 

kitchens developed and run by the 

aggregators are now snatching away ever the 

food preparation business from restaurants.  

Ride Hailing aggregators  

Like the online food aggregators ride hailing 

aggregator apps, with generous funds 

received from foreign investors, have 

managed to disrupt the taxi services market. 

By providing huge subsidies to drivers and 

massive discounts to customers, the taxi 

aggregators have cornered market share. 

Typically, these players do not own any cabs 

or employ drivers. They instead connect 

customers with drivers through a tech 

platform. For the customers, interface with 

the cab driver is through an app. Several 

factors were responsible for the success of 

online cab apps. Affordable rides, benefits of 

carpooling, ease of accessing cabs and not 

depending on public transport with its 

inconveniences were some of the reasons 

why customers embraced this service. The 

success of the ride haling apps disrupted the 

market and forced non-app players to scale 

down operations or even quit their business. 

(PTI 2017) 

OTT Platforms   

OTT or over-the-top, refers to direct 

distribution of media to consumers using 

internet instead of traditional distribution 

channels like cable or telecom network. The 

phenomenal growth of OTT in India along 

with the sharp fall in data cost is virtually 

disrupting the media landscape in the 

country. As a consequence, all players in the 

industry value chain are experiencing 

goosebumps. There are four major clusters in 

the media value chain. These are distributors 

(Tata Sky/Dish TV), broadcasters (Zee/Star), 

content producers (Saregama/Balaji) and 

exhibitors (PVR/Inox). The exhibitors as 

well as cable/DTH firms who basically 

distribute content are facing the highest level 

of disruption since the OTT is now acting as 

an alternate distributor, along with releasing 

original movies exclusively on their 

platforms.  

The broadcasters, on the other hand, can take 

advantage of the opportunity being offered 

by the OTT market by selling their entire 

content library to OTTs players. 

Unfortunately, the largest chunk of OTT 

viewers is the youth who are more inclined 

towards English and western content and 

therefore a challenge to broadcasters who 

basically have local content. However, the 

content creators are going to be the greatest 

benefactors since there will be huge demand 

as well as scope for varied pricing of for 

differentiated content besides monetizing 

their existing content library. (Anon 2018) 

Market for Telecom Services 

Reliance Jio Infocomm (R-Jio) was a late 

entrant in India’s overcrowded but growing 

telecommunications (telecom) market, 

especially for data-based services. R-Jio is a 

wholly owned subsidiary of Reliance 

Industries Ltd. (RIL), India’s number-one 
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telecom company in terms of profits and 

market capitalization in 2019–20, led by 

Mukesh Ambani, one of the richest men in 

Asia. The incumbents (Airtel, Vodafone and 

Idea) were expected to launch tough 

competition against the new entrant. 

However, using the strategy of offering 

freebies, within only six months, R-Jio 

achieved its objective of creating a subscriber 

base of 100 million, and by July 2020, had 

become a force to be reckoned with.  

R-Jio chose 4G technology, which the 

competitors did not possess, consciously 

avoiding 2G and 3G and remaining capable 

of upgrading to 5G, 6G, and other future 

technologies. The company laid fibre-optic 

cables across the country to offer fibre-to-

the-home (FTTH) services. In less than three 

and a half years, R-Jio became India’s 

undisputed market leader in telecom services, 

based on number of subscribers. It was a late 

mover that had achieved an unusual feat and 

in the process it completely disrupted the 

market. The incumbents complained that R-

Jio’s meteoric rise had been enabled by 

regulatory policies that did not allow a level 

playing field, a charge that R-Jio dismissed. 

Owing to R-Jio’s low-price strategy, the 

prices of voice and data crashed, leaving the 

incumbents in losses. (Pai 2022) 

R-Jio’s scorching pace of growth resulted in 

the piling up of debt due to huge borrowings. 

Wanting to monetize its telecom assets and 

thereby reduce its debt, R-Jio sold part of its 

equity to several global investors without 

losing management control. In the process, it 

became debt-free.   

Fintech  

Financial technology or fintech firms are, in 

a manner of speaking, disrupting the banking 

space. They are slowly buy systematically 

nibbling at the market share of banks in areas 

such as payments, investments and lending. 

The introduction of Aadhaar and Unified 

Payments Interface (UPI) along with the 

exponential growth in the telecom sector has 

provided the required infrastructural base for 

introducing technology-enabled banking. 

Fintech firms have the advantage of an 

uneven playing field, in the sense that, they 

are less regulated vis-à-vis banks. In the 

digital payments field firms like PhonePe, 

Paytm and Mobiqwik have exploited the 

favourable regulatory landscape leveraging 

UPI. In the investments space Stockal, 

IndMoney and Appreciate to name a few 

have shown their competence in attracting as 

well as retaining customers. And in lending, 

Lending Kart and Kredx can be seen steadily 

carving out a share of the market for 

themselves. Even in savings area, Google 

Pay via its tie up with Equitas Small Finance 

Banks is offering fixed deposit at differential 

rates.  

 

These fintech companies, funded by 

intelligent minds, have used faster, cheaper 

and superior technology to focus on customer 

pain points and yet developed their business 

around traditional banking itself. By doing so 
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they have tried to disrupt existing business 

models of incumbent banks. With big tech 

firms like Google, Amazon and Facebook 

entering the banking space with deep 

pockets, the threat to disruption is real. Even 

the non-big tech firms are able to raise 

successive rounds of funding at increased 

valuations based on customer penetration. 

Presence of fintech firms is becoming 

ubiquitous and they have capitalized on 

frictionless transactions (Sunil Srivastav and 

Anand Sinha 2021). 

 

With the pressure from fintech as well as big 

tech, services of incumbent banks are getting 

commoditized. Their fee-based incomes are 

down dramatically. The banks’ ability to 

offer investment products is heavily 

regulated by company policy and consumer 

loans are being cornered by the fintech firms.    

Kia Motors India 

In the tough – demanding customers and 

ruthless competitors – Indian passenger 

vehicles market, Kia Motors was a late 

entrant. The Indian market has proven to be a 

challenge for may globally renown auto 

brands including Chevrolet and Ford, which 

had to wrap up their Indian operations unable 

to cope up with the competitive pressures. 

Kia, however, saw this market as a huge 

opportunity and entered it in August 2019. It 

launched the technologically advanced 

(connected cars), elegant and affordable Kia 

Seltos. In the year of launch itself Seltos 

became the highest selling product in its 

segment. In 2022 the cumulative sales of 

Kia’s various products crossed half million 

mark enjoying 6 percent market share within 

around two-and-half years of market entry. 

Its product portfolio consists of Seltos, 

Carnival, Sonet and Carens.  

 

Competition is trying to come to terms with 

Kia’s slew of successful product launches 

and their resounding acceptance by 

customers. The disruption caused by Kia was 

on account of the tech loaded best-in-class 

features (connected cars using internet of 

things), competitive pricing, modern and 

large dealership network as well as safety. 

Tata Motors and Mahindra & Mahindra 

Motors are both trying to hit back and to an 

extent they have been successful. That does 

not mean that the market was not disrupted 

and customers not enticed by Kia. (Arjit Garg 

2022) 

Unified Payments Interface (UPI): Govts 

role in digital payments via tech innovation 

Being an emerging market with inadequate 

financial infrastructure, banking needs of 

people in India was not adequately met. The 

federal government wanted to increase 

financial inclusion as well as social security 

for its citizens. It also wanted to ensure 

transfer of financial benefits to the under 

privileged without middlemen trying to play 

spoilsport.  So, it decided to create a financial 

infrastructure to facilitate digital monetary 

transactions including investments. Thus, to 

enable easy and safe payment transactions 
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led to the creation of the Unified Payments 

Interface (UPI), which has revolutionized 

digital financial transactions in the country. 

The objective to convert the country into a 

cashless society also seems to be now a 

possibility.  

The UPI was created by the National 

Payments Corporation of India, which is a 

division of RBI. More than 150 banks have 

partnered with UPI. To make payments via 

UPI, a user needs to have a bank account, a 

smartphone, a mobile app, internet 

connection and a UPI ID. These enable 

transfer of funds from one bank account to 

another via digital banking eliminating the 

need to visit a bank or use cash. The app is 

that of a bank or a fintech firm registered with 

UPI. Any vendor (hotel, taxi, grocery store) 

with a QR code can receive payments 

digitally. The digital ecosystem has 

seamlessly integrated investors to the capital 

market enabling digital buying and selling 

shares/mutual funds. This system has 

disrupted the payments and banking market. 

Any bank not aligned with this system will 

lose out. It is making dealing in cash 

superfluous.  

 Litmus Tests for Market Disruption  

Harvard Business School Professor Dr 

Clayton Christensen, after having done 

considerable research (Christiansen 2003), 

has put forth three tests to determine whether 

a firm has disrupted a market. Each test 

consists of a set of questions, which can be 

summarized into three broad questions. The 

first question is ‘does a growth opportunity 

exist in an industry’? Growth opportunity can 

be interpreted in multiple ways. However, the 

thrust is to explore new-market disruption. If 

a firm can create a tech to enable large 

number of potential customers to access a 

product/service at an affordable price and in 

a convenient location then the opportunity is 

humongous. 

The next question is ‘can it attract customers 

away from the core of the mainstream 

market’? With regard to attracting customers 

from the mainstream, the intent is to examine 

possibilities for low-end disruption. Here the 

innovation is intended at customers who 

would be content buying good products (need 

not be feature rich) at reasonable to low 

prices. The business model may have wafer 

thin margins per product but with large 

volume of sales, aggregate profits could be 

high. 

The last question is ‘can the incumbent 

respond successfully’?  The third test is to 

assess the ability of incumbents in the 

industry to replicate the innovation of new-

market or low-end disruptions successfully. 

If the answer is no, then this litmus test is 

satisfied. In other words, the disruption will 

succeed in the market.  

Implications for Research  

It emerges from the discussion above that 

several innovations have impacted 

competition in different industries and has 

resulted in significant changes in the market. 

Customers tend to embrace new 
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product/service offerings when these are 

better that existing offerings in terms of 

features, price and convenience. Some 

innovations create clear cut and provable 

market disruptions (e.g. food aggregating 

apps). While other are not yet there in terms 

of disruption, but have impacted certain 

market segments and customers’ purchase 

behavior significantly (e.g. OTT 

entertainment firms). 

 

Disruption can be observed at the industry 

level as well as at the level of a firm. When a 

new technology embedded in a product or 

service is introduced by a firm and several 

other firms follow it with their own offerings, 

incumbents in the industry unable to embrace 

the new technology lose out. Take the 

example of ecommerce firms that are 

compelling competition to either embrace 

electronic commerce or perish. Disruption 

happens at the level of an individual firm as 

well. Apple iPhone disrupted the market with 

new age smart mobile phones which sounded 

the death knell for global market leader 

Nokia. Others who could adapt and match up 

to the iPhone like Samsung’s Galaxy along 

with some Chines players survived initially 

and subsequently flourished.  

This paper reveals that ample scope exists for 

researchers to investigate and study 

industries that have been disrupted by 

technology as well as individual firms that 

have disrupted the market via innovation. 

The very definition of market disruption can 

be examined and existing definitions 

modified or even challenged. Even the 

concept of innovation can be examined and 

new definition proposed. The disruption in 

industries and individual firms proposed in 

this paper need to be investigated by 

researchers using appropriate research 

methodologies. Only then can it be 

scientifically proven that disruption has 

happened in a given market.  
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