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Abstract 

The question of how to deal with disruptive changes has become particularly pressing for an 
increasing number of established companies that have recently come under pressure from the rise 
of digital media. Christensen's work on disruptive innovation proposes a clear guideline 
(Christensen, 1997). In this paper we test if Christensen’s primary “innovator’s solution” of 
setting up a separate and autonomous organization for dealing with disruptive innovations, is 
being adopted in the Dutch publishing industry andif not, explore for what reasons. Our research 
shows that for the large majority of publishers this is not the case. Based on multiple explorative 
case studies we conclude that responses differ significantly on multiple dimensions over time 
and between incumbents and are influenced by various firm-specific characteristics.

In terms of managerial implications, we observe that most publishers employ a one-size-
fits-all organizing strategy for innovation projects that fails to take the different types of 
innovations into account. However our result also suggest that the notion to simply separate new 
businesses can be too narrow. By integrating our findings and various interdependent avenues of 
research we argue for a contingency approach that takes the nature of conflicts and strategic 
similarities between the existing and new businessinto account. In this way we aim to 
complementChristensen’s work and help publishing companies find an effective way to deal 
with disruptive changes. 

It seems 
previous studies do not account sufficiently for this variation in incumbent’s responses to 
disruptive change and have downplayed the role of incumbent heterogeneity 

 
Introduction 

 
Disruptive innovationis an important concept that has received much attention in the literature 
(e.g. Christensen & Bower, 1996; Christensen, 1997; Christensen &Overdorf, 2000; 
Charitou&Markides, 2003; Christensen &Raynor, 2003; Gilbert, 2003; Govindarajan&Kopalle, 
2006) and from practitioners. Disruptive changes are potentially transforming many important 
global industries and ushering in a new era where entrepreneurial startups compete head-to-head 
with established incumbents. Established companies are forced to deal with rapidly developing 
technologies with which they have no prior experience and which often differ fundamentally 
from their existing business. Or they risk losing market share to new ventures developing 
radically new products, processes and business models. 
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A prime example of an industry that is going through such radical changes, many of 
which show the classic signs of disruptive innovation, is the publishing sector (e.g. Knee, 
Greenwald &Seave, 2009; Sterling, 2008). Over the years a destabilizing force of factors, 
including new media technologies, new entrants from outside the industry, innovations from 
existing information and communications companies, and changes in consumer behavior has put 
traditional publishers under pressure. Readers turn more and more to on-line and free channels 
for their information requirements and therefore cancel their subscriptions on traditional print 
products. Advertisers in turn react to this decrease of reach by reducing the amount of 
advertisement in the traditional publications or by demanding lower prices.In addition, more 
advertisers turn to alternative advertisement and sales possibilities online. Shareholders and 
investors are therefore demanding cost savings. Revenues are decreasing and therefore the 
quality of the print product comes under pressure—creating a chain reaction that sends 
publishers in a downward spiral. The current economic crisis amplified these developments and 
made the need for a better understanding of the challenges and possible quick-but-not-dirty 
solutions more urgent than ever. 

The purpose of this paper is to help companieswith finding an effective way to deal with 
disruptive changes.We test to what extend Christensen’s solution of setting up a separate 
organization is being adopted by publishers and suggest that the simple injunction to cordon off 
new businesses may be too narrow. We explore in which ways companies respond and what 
factors influences their choices. Based on our finding we aargue for a contingency approach that 
takes into account incumbent heterogeneity for dealing with innovations so that each company 
can determine its own response according to the specific circumstances facing it. 
 
Disruptive innovations defined 
A disruptive innovation changes the bases of competition by changing the performance metrics 
along which firms compete.Customer needs determine which performance dimensions form 
relevant bases of competition—i.e., differentiate meaningfully between competing offerings. 
Disruptive innovations have different attribute sets than existing products or services. They 
initially have lower performance on dimensions relevant to the mainstream market segment but 
have higher performance on other dimensionslike simplicity, convenience, ease of use, ease of 
access, low price et cetera. These other dimensions are initially valued by remote or emerging 
market segments. However, the performance that the disruptive innovation enables increases 
over time, and eventually the performance levels offered meet or exceed the minimum levels 
demanded by the mainstream market.By then it is often too late to react for established firms 
because new entrants enjoy first mover advantages and are serving the mainstream customers 
with lean cost structures more profitably and less costly (Christensen &Raynor, 2003). 

In this research, digital media is seen as the catalyst for disruptive innovation. The 
frictionless distribution of digital information and the interactive possibilities of the internet have 
been disruptive to many publishers. A classic example of this is Wikipedia. This free online 
encyclopedia is completely based on user-generated content and caused almost all the printed 
encyclopedia’s to cease publication within five years. Digital developments were disruptive to 
the traditional model because they initially appealed to readers with different preferences and 
different advertising customers. They seemed inferior (for instance, less authoritative) and could 
not measure up to print publications by the metrics typically used to evaluate new initiatives such 
as size, reach and profitability. They also had new categories of revenues and required a different 
cost structure and business model to effectively exploit them. 



It is very difficult for established players to simultaneously manage the steady state of 
exploiting current capabilities focused on sustaining innovations and the discontinuous state of 
exploring and developing disruptive opportunities (O’Reilly &Tushman, 2004). The primary 
solution that has been offered on how to solve this problem is to keep the two business models 
physically separate in two distinct organizations. This is the "innovator's solution" that is 
primarily associated with Clayton Christensen's work on disruptive innovation, but other 
academics have advocated it as well (e.g. Porter, 1997). Christensen’s recommendation follows 
logically from his explanations for the failure of established firms, which is twofold. First, the 
resource-allocation process tends to pull resources away from disruptive innovation efforts to 
serve current customers, and therefore a spin-off with its own protected, dedicated resources is 
required. Second, separation ensures that the new business’ distinctive resources, processes and 
values are not overwhelmed by the forces in the existing business (Christensen, 1997). 
 

Methodology 
 
We have been collecting data about the publishing industry with ourannual research ‘Publishers 
about publishing’ (original title ‘De uitgeveraan het woord’) since 2004. For this research 
Thaesis, a strategy consultancy and research firm in the Netherlands, approachesover a 1000 
Dutch publishers each year with anonline survey covering a broad range of topics. With an 
average response rate of 10-15%, this offers a reliable view of the way Dutch publishers are 
behaving. 

In addition,eleven explorative case studies were conducted to investigate in more detail 
how publishers were responding to disruptive changes and what influenced their decisions. The 
eleven cases consist of newspaper publishers, magazine publishers, book publishers, educational 
publishers and professional b-2-b publishers. For confidentiality reasons and the sensitivity 
associated with recent strategies the names of these publishers are kept anonymous. For each 
case several interviews with the CEO and top management were held, asking questions about 
how the firm perceived the challenges posed by digital media, how they tried to deal with them 
over time, and what organizing strategy for innovation projects was used. The results from the 
interviews were compared with secondary data  such as annual reports, internal documents, news 
articles and other sources. 
 

Findings 
 
Over the past nine years the amount of publishers with a separate business unit to deal with 
digital initiatives has been fairly constant at approximately 25%. Only at the start of 2012 this 
percentage increased slightly to 30%, possibly reflecting the increasing impact of digital media 
and new developments like the rise of mobile, tablets and e-books.Of the eleven case studies 
only three created a separated organization for dealing with disruptive digital initiatives.  

Due to space constrains we will not discuss all the eleven cases and different responses 
over time in detail. Instead we developed a graphical representation to summarize our findings. 
We asked the interviewees to rate their recent response strategy on several dimensions that were 
deemed important based on the disruptive innovation literature and the results from the cases. 
We tentatively identified three archetypes of response strategies depicted in the figures below. 



 

Figure 1: Strategy archetype 1 –“The attacking changer” 

 

The first response type is based on the threepublishers that chose to keep digital activities 
separate. Theyappeared to be characterized by a more proactive and aggressive strategyfocused 
on change and based on strong visionary leadership. For example, one CEO guided his b-2-b 
publishing company through the complete transition from print to digital publishing. The 
primary reason to keep the new business separateand run by a dedicated team was because they 
felt it required a completely different business model for which the necessary competencies, cost 
structure and culture was lacking inside the existing organization. 

The experience a free newspaper showed this strategy can sometimes be the result of trial 
and error. This publisher’s first attempt at a digital media strategy was integrated and editorial 
driven. It failed because the print productremained the centre of attention and online activities 
were perceived as less important by the editors.In the second attempt, a selection was chosen 
from existing editorial staff to form a project teamto deal with online activities. However this 
still was not sufficient. Some staff members could notshed the old way of thinking and even 
though some did, there were constant conflicts between the team and editors of the print division. 
Finally they chose to acquire an internet news start-up and put their digital activities under 
complete control of this new business. 

Acquisitions to gain access to new capabilities was common in this strategy type. They 
all had a clear buy and build strategy, acquiring companies that had capabilities they were 
lacking to create speed and scale.This strategy type is not mutually exclusive as showed by the 
very deliberate decision of one magazine publisherto keep its online activities separate but 
integrate mobile and tablet initiatives. They felt these devices were far more strategically similar 
to the traditional magazine with similar reading experiences, whereas websites different 
significantly and were more aimed at marketing and retail 



 

Figure 2: Strategy archetype 2 – “The fortifying defender” 

 

Two cases showed a strategy type that was almost the opposite of the first type. They choose to 
primarily defend their current position and optimize their existing business model, aimed at their 
existing customers. They would only adopt digital initiatives that complemented their existing 
products or services and developed them for the most part by themselves. Because all the 
initiatives were strategically very similar to their existing business they felt no need to separate 
these activities. Projects were often organized in a light-weight team with cross-functional 
members that stayed under the control of their respective functional managers. These 
organizations would rather be a fast follower and wait to see which developments would prove 
themselves in the market then invest heavily in uncertain initiatives. For a large part they were 
able to do this because they were less directly affected by digital developments. For example a 
professional b-2-b publisher mentioned that they were aiming at a high-end customer segment 
that relied on the reputation of their brands and would not compromise on quality even if new 
products were cheaper or easier accessible. Furthermore, classified ads, the advertisement most 
severely attacked by the digital revolution, never played an important role in this publisher’s 
revenue flows. 

It is important to note that a lot more publishers showed this strategy type when they 
were initially confronted with digital developments. They reacted by improving the existing 
business by reducing cost and launching additional print products, which improved the 
price/efficiency ratio of the old product. As a result, the urge to change could be decreased, and it 
seemed that they could hold their investments in the new business, at least temporarily. This 
might also have reinforced managers’ belief that the online business model was an inferior way 
of publishing. Another reason that emerged from the cases for choosing this strategy had to do 
with the ownership type. During periods in which an investment firm had taken ownership of the 
company focus lay more on short term goals and improving the existing business. Risky 
initiatives in separate organizations with uncertain returns would not make it through the 
decision making process. 



Finally, choosing to integrate a new digital development can also be just the first stage, 
followed by a spin-out at a later stage. For example in one of our cases a book publisher 
internally developed a platform to sell e-books. This was a way to get a first experience with the 
e-book market and created relatively few conflicts. Once the initiative started to get potential to 
gain more mass and because of limited similarity with the book publishing business, they 
eventually decided to spin off this organization to let the two companies focus on their own 
activities. 

Figure 3: Strategy archetype 3 – “The conservative changer” 
 

 

The majority of the cases showed characteristics of a strategy type focused at conservative 
change aimed at serving existing customers in new ways. These publisher felt the need to adapt 
to a new way of working but judged the risk and complexity of a radical different business model 
as too high or unnecessary at the time.Even though almost all the executives acknowledged the 
disruptive nature of the changes in their markets, they felt spinning digital projects out would cut 
them off from their most important sources of learning, competences and resources. This would 
forego major synergies in purchasing, branding, information sharing, cross-promotion, customer 
service et cetera.  

Especially in the publishing sector,brands seems to be a very important key resource. For 
example, a magazine publisher explained tous that in their new strategy they were positioning 
their brands around specific customer segments to serve this segment with a 360°-model. 
Meaning, they would fulfill their customer’s needs with this brand in any way possible, ranging 
from print, to online, mobile applications, tools, databases, events or other forms. In this strategy 
it would make no sense to separate and decouple digital activities from the existing business 
because there were too much similarities. Also by launching a spinoff, a company often creates 
conditions that make future integration very difficult. A reason often mentioned for not 
separating innovative initiatives completely was to prevent “the not invented here syndrome”. In 
the majority of the cases new projects were organized in light-weight or functional teams 
consisting of existing personnel that kept part of their daily responsibilities. One diversified 
publisher made use of cross-functional and cross-divisional project teams formed with existing 



staff to explore new possibilities and develop new business ideas. However as soon as those 
ideas would get shapeand substanceit would be integrated back in the existing business units. 

In terms of accessing new capabilities, publishers of this strategy type often made use of 
strategic alliances. All of them emphasized the need in these turbulent market conditions to 
create more linkages with the external environment. For example, the CEO of a regional 
newspaper felt that in a fast changing environment it was difficult to develop all the relevant 
knowledge and expertise by yourself, so using alliances was a good way to be involved in 
potential disruptive innovations without having to carry all the financial risks or having to deal 
with all the opposing forces inside your existing organization. 

Finally, two cases of regional newspapers illustrate that the customer segment an 
incumbent organization aims at has an influence on its response to discontinuous change. Here 
we define customer segment by its geographical coverage, not whether it is high-end or low-end. 
Because of their regional focus, these newspapersfaced less competition from digital 
developments than national newspapers. The hyper-local information market has not yet been 
conquered by new entrants such as Google, therefore these local newspapers were, at least 
temporarily, protected by the highly localized market from the deadly strike of creative 
destruction. This gave them more time and room for a gradual approach to develop a cross-media 
strategy for their local markets. 
 

Analysis and discussion 
 

Our cases highlight the complexity and multi-facetted issues that play a role in the way 
incumbents respond to disruptive innovations. In all cases publishers rated the degree of conflicts 
between the existing business and digital initiatives as high and acknowledged their disruptive 
nature, yet their response differed significantly on several dimensions. It should be noted that the 
response strategies in these cases are neither mutually exclusive nor static, and that their relative 
focus differs over time as well as across incumbent organizations. Such inter-temporal and cross-
sectional variations in response strategies are influenced by various incumbent-specific 
characteristics, such as their strategy, resources, the relative disruptiveness of digital 
developments to the specific incumbent, the influence of professional staff and their values, the 
customer segment an incumbent focuses on, the type of ownership, past experience, time 
pressure, financial means, and the vision of leaders. Earlier studies often treat incumbents as one 
homogeneous population versus a population of new entrants. Little attention is given to 
differences between incumbents in terms of strategies, resources, processes, values, and positions 
in the market (Sandström, Magnusson &Jörnmark 2009). It seems these studies do not account 
sufficiently for variation in incumbent’s responses to disruptive change and have downplayed the 
role of incumbent heterogeneity. 

The large majority of publishers did not decide to keep digital businesses separate. They 
often used a one-size-fits-all organizing strategy of internal light weight teams and did not 
(consciously) differentiate between different types of innovation projects. A lot of their 
responses seem to show characteristics of a common disruptive trap called ‘cramming’ by 
Christensen &Raynor (2003), which implies that incumbents force-fit those resources for 
disruptive initiatives into their existing business model aimed at their existing customers. They 
repeatedly invest massive sums of money to try to advance the innovation to please the 
customers in the existing value network and make it compete on a sustaining basis. By forcing 
the disruptive innovation to compete on a sustaining basis they miss out on much of its full 



potential in new value networksand make concerns about cannibalism self-fulfilling 
prophecies.For the majority of publishers innovation was often editorially driven and therefore 
focused on product development for existing customers.They had disruptive technologies within 
their grasp but failed to link those technologies to disruptive business models. However 
disruptive innovations have different key success factors and therefore tend to require a new 
combination of tailored activities and processes. This implies that they generally require a 
change in the business model that leads to a new way of playing the game (Charitou&Markides, 
2003).  

The argument above seems to bein favor of simply following Christensen’s solution and 
respond bydeveloping digital initiatives in a separate spinout organization in which a new 
business model can freely take shape. However a number of findings indicate that the simple 
injunction to cordon off new businesses may be too narrow.For example, in two cases publishers 
managed to survive by strengthening their existing business and deepening their current market 
position. In their studies on the disk drive industry, Christensen and Bower (1996) show how 
disruptive innovations eventually grow to displace the old technology. Their solutions are written 
from the perspective that an incumbent has to embrace the disruptive innovation completely or it 
will lose its existing market. However, we argue in line with Markides (2006), that a disruptive 
innovation that introduces a new way of competing in the business can also just grow, usually 
quickly, to a certain percent of the market without completely displacing the traditional way of 
competing. This suggest that when companies serve customer segments that are strategically 
remote or protected by a localized market there are more strategic options open. 

Another key finding in our cases is that in determining how to respond to disruptive 
innovations the level of potential synergies that could be exploited should be taken into 
consideration. This factor had a large influence on publishers’ decision to integrate or keep 
digital activities separated. This finding corroborates the main argument of Markides and 
Charitou (2004) who propose a matrix that takes into account the nature of conflicts on the one 
hand and strategic similarity on the other hand. This model takes time into consideration by 
providing guidelines for when it may be better to separate (integrate) the new business model at 
first, before integrating it into (separating it from) the existing organization. For example when 
the new business has a lot to gain from potential synergies, but the two face serious conflicts it 
might be better to separate for a period of time and then slowly merge the two concepts so as to 
minimize the disruption from the conflicts. A strategy adopted by one of the larger diversified 
publishers as well. 
 Finally, we argue that disruptive is a relative term, and potential conflicts that can arise 
should be viewed from the perspective of each company individually. For example,for afree 
newspaper the online business model is much less in conflict with the existing model. They 
already are familiar with the commerce associated with free news, with a non-subscription 
business model, a young customer segment, and have no fear the site would cannibalize more 
profitable readers of the printed product. This was part of the reason why the free newspaper 
publisher felt comfortable putting its online activities under control of an acquired disruptive 
start-up. A more high-end paid newspaper would have had much more concerns of diluting the 
existing business’s established reputation. Christensen and Overdorf (2000) providea matrix that 
takes into account the magnitude of conflicts between processes on the one hand and values on 
the other hand. This can help guide managers in their decision for using a dedicated heavy 
weight (or light weight) project team in the existing or a separate organization. For example 
when the innovation project only requires new processes, a company could consider using a 



heavy weight team in the existing organization. However if there a large conflicts in terms of 
values in the existing company about profit margins and the required size of an opportunity they 
should consider setting up the innovation project separately. We found these values are not only 
financial orientated in the publishing industry. When existing employees, editors in particular, 
perceived an innovation to compromise on an attribute related to the quality of their work, they 
were likely to resist the change even if the innovation made commercial sense.So each company 
should assess these values as well. 

Conclusion 
 
In this articlewe set out to help companies in the publishing industry to find effective ways to 
deal with the disruptive changes they are confronted with in their markets. We find that the vast 
majority of publishers does not follow Christensen’s primary ‘innovator’s solution’ of setting up 
a separate organization. The failure to link disruptive innovations to new business models might 
be an indication that they should be.Still we argue that the simple injunction to cordon off new 
businesses is too narrow, as shown by the divers responses of different publishers. We suggest 
that it should not be an either/or decision and we would be better off by taking a contingency 
perspective that takes into account the benefits and downside of both options which are 
influenced by incumbent-specific characteristics. This would allow response strategies to differ 
over time as well as between incumbents. 
  
Managerial implications 
Our findings indicate that there is no single ‘right’ answer for dealing with disruptive changes. 
Executives have to take a number of relevant factors into consideration when deciding about 
their innovation strategy.They can try to answer the following questions in their decision making 
process: 

• Do we want/need to respond by embracing the disruptive innovation? If the strategic 
relatedness is remote and the potential impact is low companies can choose to focus on 
their existing business, at least temporary; 

• What would the ideal business model look like to exploit this innovation? It is important 
to match disruptive innovations with disruptive business models because they have 
different success factors; 

• What kind of conflicts would this business model create in terms of processes and values 
in the existing business? Only when both type of conflicts are low a light weight or 
functional project team in the existing organization should be used; 

• What kind of synergies can be realized between the new business model and the existing 
one? When the benefits of synergies outweigh the downside of potential conflicts a 
(phased) integration strategy can be chosen; 

• How do we access the new required capabilities? Companies can choose from several 
options: hiring new personnel, developing them on their own, forming strategic alliances 
or acquiring companies. 
 

We suggest that for those executives that eventually choose the treacherous path of 
developingdigital initiatives internally it is important to: 

• have personal, attentive oversight of the CEO to set the right priorities and manage 
potential conflicts; 



• take care to shield the project from the existing standards and policies of the company so 
it can grow; 

• focus on exploiting synergies with the traditional business to differentiate themselves 
instead of simply imitating the strategies of disruptive entrants; 

• prevent rigid threat induced behavior and look at the disruptive innovation as an 
opportunity to grow. 

 
Future research 
The data does not allow for any conclusive statements about the causality between certain 
responses or strategies and the likelihood of success of the firm. In particular, the individual 
effect of a strategy on the performance or likelihood of survival of the firm cannot be separated 
from unexpected external effects, such as the current economic crisis. Furthermore, none of the 
cases can be regarded as truly successful (although their survival might be regarded as a form of 
success) at this point in time and their survival in the future is by no means guaranteed.The 
implications are tentatively induced from the findings in the cases and need to be formally tested 
in future research. Therefore, four research topics for further research are articulated: 

• Determining the relevant variables that are of influence on the success of strategies in 
turbulent environments. 

• Linking response strategies to the likelihood of success and survival; 
• Investigating in more detail and formally testing under which specific circumstances not 

separating is a more effective strategy for dealing with disruptive innovations; 
• Investigating in more detail theeffectiveness of different approaches (own internal 

development, alliances, acquisitions) for bridging the capability gap. 
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