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ts Uber a Disruptive Innovation?

Let's consider Uber, the much-feted transportation
company whose mobile application connects con-
sumerswhoneedﬁd&withdﬁvaswhoareuﬁﬂing
to providethem. Founded in 2009, the company has

enjoyed fantastic growth (it operates in hundredsof ~ copiers, offering an affordable solution to individu-
cities in 60 countries and is still expanding). It has  als and small organizations—and a new market was
" reported tremendous financial snccess (the most  created. From this relatively modest beginning, per-

recent funding round implies an enterprise valuein  sonal photocopier makers gradually built a major

the vicinity of $50 billion), Andithasspawnedaslew  position in the mainstream photocopier market that

of imitators (other start-ups are trying to emulateits  Xercx valued.

“market-making” business model). Uber is clearly A disruptive innovation, by definition, starts

transforming the taxi business in the United States, ~ from one of these two footholds. But Uber did not

But is it disrupting the taxi business? originate in either one, It is difficult to daim that the
According to the theory, the answerisno. Uber's  company found a low-end opportunity: That would

financial and strategic achievements donot qualify  have meant taxi service providers had overshot the

the company as genuinely distuptive—aithoughthe  needs of a material number of customers by mak-

company is almost always described that way. Here  ing cabs too plentiful, too easy to use, and too clean.

are tworeasons why the label doesn't fit. Neither did Uber primarily target nonconsumers—
Disruptive innovations originate inlow-end  peoplewhofound the existing alternatives so expen-

or new-market footholds. Discuptiveinnovations ~ sive or inconvenient that they took public transit oz

are made possible because they get started intwo  drovethemselves instead: Uber waslaunched in San

types of markets that incumbents overlook. Low- Francisco (a2 well-served taxi market), and Uber’s

end footholds exist because incumbents typically —customerswere generally pecplealready in the habit

try to provide their most profitable and dermanding  of hiring rides.

customers with ever-improving products and ser- Uber has quite arguably been increasing total

vices, and they pay less attention toless-demanding ~ demand—that’s what happens when you develop

custormers. In fact, incumbents’ offerings ofteriover-  a better, less-expensive solution to a widespread

shoot the performance requirements of the latter. customer need, But disrupters start by appealing to

This opens the door to a disrupter focused (at first) low-end orunserved consumers and then migrateto

on providing those low-end customers witha “good  themainstream market. Uber has gone in exactly the

enough” product. opposite direction: buildiag a position in the main-
In the case of new-market footholds, disrupt-  stream market first and subsequently appealing to

ers create a market where none existed, Put simply,  historically overiooked segments.

they find a way to furn nonconstumers into conswin-

ers, For example, in the early days of photocopying

technology, Xerox targeted large corporations and

charged high prices in order to provide the perfor-

mance that those customers required, School librar-

ians, bowling-league operators, and other small

customers, priced out of the market, made do with

carbon paper or mimeograph machines. Then in

the late 19705, new challengers introduced personal




