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Overview

In the report Patterns of disruption: Anticipating disruptive strategies in a world of 
unicorns, black swans, and exponentials, we explored, from an established incumbent’s 
point of view, the factors that turn a new technology or new approach into something 
cataclysmic to the marketplace—and to incumbents’ businesses. In doing so, we identified nine 
distinct patterns of disruption: recognizable configurations of marketplace conditions and new 
entrants’ approaches that can pose a disruptive threat to incumbents. Here, we take a deep 
dive into one of these nine patterns of disruption: unbundle products and services.

Unbundle products and services
Giving you just what you want, nothing more

Def. Unbundle a product or service into stand-alone offerings that were not previously viable to 
sell separately.

Advances in manufacturing and distribution technology change the economics of production and 
distribution such that established mass-market products can be decomposed into narrower, more 
specialized component offerings. Customers gain access to offerings that are cheaper or that better 
fit their specific needs than the original product could.
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The cost and time required to manufacture 
and distribute to the customer base in a way 
that satisfies customers’ needs have histori-
cally limited the viability of a given product 
or service. To offset the costs of expensive 
production assets and infrastructure-heavy 
distribution networks, products had to be suffi-
ciently broad to appeal to, and drive purchases 
from, a large reachable customer base. The 
resulting standardized products can be thought 
of as complementary capabilities bundled into 
one unit, a “converged product,” in order to 
gain supply efficiencies.1 Each product capabil-
ity was good enough to meet a mass market 
customer’s need, and in aggregate, the con-
verged product offered value for the customer 
at the price point even if the customer did not 
want or use some of the product capabilities 
and desired more depth in others. Customers 
who wanted depth rather than breadth had 
to trade affordability, frequency, or quality to 
obtain it.

Although not limited to media, bundles 
are common in the media industry where the 
medium and distribution channel were deeply 
intertwined with the concept of the product 
itself. Consider, for example, the daily news-
paper: It had to cover a range of topics—local 
and world news, sports, economics, home-
making, classifieds, etc.—to attract enough 
buyers to cover the expensive infrastructure 
(for example, regional printing plants, trucks, 
newsstands, and delivery staff) needed to pro-
duce and distribute a physical paper. Coverage 

was timely; yet, other than a limited number 
of periodic investigative reports, topics could 
not be covered in depth. Specialized magazines 
emerged to address the desire for depth, but 
the limitations of production and distribution 
meant that these periodicals were monthly or 
even less frequent—customers traded timeli-
ness for depth. 

However, when new technology, methods, 
or processes reduce manufacturing, distribu-
tion, or other infrastructure costs, the origi-
nal impetus for bundling is eliminated. New 
entrants take advantage of technologies—such 
as digitization and aggregation platforms—to 
economically offer individual components 
of the product bundle that may be of higher 
quality or value than the limited offering in 
the bundle. For example, Craigslist unbundled 
classifieds from the newspaper, improving 
value for buyers by offering a wider array of 
free searchable content and for sellers, low-cost 
access to more buyers. 

As customers experience more choice 
and products that better meet their specific 
needs in other areas, customer mind-set shifts 
from “accepting too much” to “expecting just 
what I want.” They become less willing to pay 
for a bundle in which they use components 
unevenly (or not at all) and willingly transi-
tion to new products and distribution models. 
Consider how digital distribution enabled 
stripping a single song from the album and 
offering it as a low-priced stand-alone product 
rather than requiring the consumer to pay for 

“Bundles emerge as a consequence of current 
technology.”

—Marc Andreessen, cofounder of Netscape and co-creator of the first widely used web browser, Mosaic2
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extraneous CD content. In addition, as prod-
ucts are unbundled, customers will continue to 
discover or develop needs that vary from the 
middle-line capabilities offered by the prod-
uct bundles. For example, investors demand 
real-time research on increasingly specific 
investment classes rather than just a daily 
financial paper.

For the incumbent, replicating the new 
entrant by offering stand-alone products would 
cannibalize the revenue from the currently 
profitable product bundle. This is especially 
true when new distribution technology 
reduces the marginal costs to near zero and 
new entrants offer the product for significantly 
cheaper, or even free—as is the case with 
online news services.  In addition, follow-
ing the path of unbundling would force some 

incumbents to write off existing manufacturing 
facilities and other production and distribution 
infrastructure oriented to support the product 
bundle. Finally, the notion of the product as a 
bundle of capabilities that can be unbundled 
and offered as stand-alone products challenges 
the core assumptions of an incumbent about 
their product. Incumbents do not recognize 
the potential for the product to be unbundled 
and distributed differently and are unable to 
think about customer needs and value creation 
in this light.

The desirability of the unbundled offering 
and potential to displace the bundled product 
depends on many factors, including the rela-
tive appeal and desirability of the component 
products and the brand power behind the 
bundle.4 The most vulnerable arenas will be 

“If you were to sit down today with a clean sheet 
of paper, and you knew that the technology was 

changing, then what would be the proper form of 
the product, if you were to start from scratch?”

—Marc Andreessen3
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characterized by distribution channels that 
have required scale to be viable, particularly 
those arenas with significant physical assets, 
such as daily newspapers. Within these arenas, 
the products that may be substantially threat-
ened by unbundling will be those that combine 
a standardized set of complementary product 
capabilities where a number of the capabilities 

are inferior or under-used by some customer 
segments. However, unbundling will be less 
of a threat to products in which the compo-
nents are more equivalent in appeal or where 
the producer commands such trust or cachet 
that the bundle has value beyond the compo-
nents.5 Industries such as media and entertain-
ment, telecom, and higher education—where 
digitization is reducing the costs of produc-
tion, changing the format of the product, 
and making the marginal cost of distribution 
near zero—are already being threatened by 
unbundled products. Other arenas, such as 
automobile manufacturing, are less vulnerable 
to unbundling6 because the potential sub-
products (for example, engine block, steering 
column, and seats) have little stand-alone 
value to the average customer. As technol-
ogy continues to alter cost structures, product 
use, and purchase behavior, manufacturing, 
distribution, and infrastructure advantages 
may decline, potentially limiting competitive 
advantages and increasing vulnerability in 
additional industries.

Key stats 
• In just six years, WhatsApp has grown to own 

nearly 40 percent of the global messaging 
market by volume.7 

• In 2002, the year before iTunes was launched, 
singles only accounted for 1.9 percent of sales 
but by 2012, digital singles accounted for more 
than 75 percent of music-related transactions.8

• By 2015, Craigslist had achieved sustained 
success with more than 50 billion page views 
per month.9

Unbundle products and services
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Digging deeper

Is product unbundling confined to digital products?
As more physical products have become digitized, it has become easier and more economical for 
new entrants to create and distribute products across an array of categories. In addition, digital mar-
ketplaces make it easier for producers and customers to find each other and exchange goods with 
minimal transaction costs. However, unbundling can occur without digitization; consider the trend 
toward higher education and lifelong learning offerings that attempt to strip components such as 
lecture, practice, community, and networking out of what was traditionally the professional degree 
program from a university. While massive open online course (MOOC) platforms represent a digi-
tal approach to providing the lecture component, the emergence of corporate education programs, 
coding boot camps, and sector-specific incubators such as RockHealth illustrate how products can 
be unbundled in non-digital ways. These programs, driven by a new demand for lifetime anywhere-
anytime-anything learning, are made viable as supply costs decrease with the growth of creative 
cities and the surge in the number and accessibility of knowledgeable teachers.

Giving you just what you want, nothing more
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Case studies

In the music industry, high manufacturing, 
storage, and marketing costs for both labels 
and distributors drove the bundling of songs 
into albums to increase distribution efficien-
cies and overall market revenue. Each medium 
shift—from vinyl to 8-tracks and cassettes to 
CDs—only altered the economics incremen-
tally. Singles were not viable for retailers; in 
2002, they accounted for only 1.9 percent of 
music sales.11

In the early 2000s, as distribution and con-
sumption moved from physical CDs to online 
and digital music players, the costs associated 
with manufacturing and holding inventory 
dropped significantly, eliminating the cost 
rationale for bundling songs. Napster, followed 
by the iTunes file sharing model, capitalized on 
digital distribution channels to unbundle the 
single song from the CD and began reshaping 
music consumption. 

Over the next decade, fueled by customer 
demand and a low price point, the single 
displaced the CD as the primary form of 
music consumption. Singles let customers 
purchase only the music they desired, forgo-
ing unwanted and rarely listened-to additional 
content that they had previously been forced 
to purchase with CDs. Customers were willing 
to adopt the new format not only because it 
met their unique tastes, but also because the 
99-cent price point was desirable relative to the 
$14.99 price of the CD.  

The CD took a big hit: between 1999 and 
2005, CD sales fell by 25 percent,12 and by 
2012, 7 times more singles were sold than 
CDs.13 The digital marketplace only accelerated 
the transition to singles—for every 1 percent 
increase in users who move to buying music 
online, there is a 6 percent decrease in album 
sales.14 Even though people were making more 
purchases of music than ever before in absolute 

The single (as represented by Apple® iTunes®10 
online store) displaces Tower Records
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numbers, they were spending less on each pur-
chase. Allowing customers to pick and choose 
with the low-profit single undercut the revenue 
previously generated by purchases of the high-
profit CD. In the seven years between 2003 and 
2010, music revenues dropped 32 percent as 
customers gravitated toward single tracks.15

iTunes and other online distributors rode 
the wave of single music consumption to 
displace independent music and record stores 
such as Tower Records, which could not profit-
ably offer singles and saw the market plummet 
for the higher-margin album product they 
depended on to cover the high costs of physi-
cal retail and storage spaces. Tower Records 
ultimately declared bankruptcy in 2006.16 The 
digital single played into customers shifting 

expectations toward personalized content, and 
capitalized on the growing customer popula-
tion of digital natives who were willing to try 
new product and distribution forms. 

For independent record stores to offer the 
single would have cannibalized the revenue 
streams generated from albums, decreasing 
overall revenue, and making it difficult to 
maintain profitability, especially at the 99-cent 
price point. Practically, stocking so many 
physical singles, assuming a physical single 
would have had similar appeal to the con-
sumer, would have required a different dis-
tribution and inventory model and made the 
current inventory of albums obsolete. Had the 
incumbents switched to offering digital singles, 
the effect of making existing brick-and-mortar 
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Source: Adrian Covert, “A decade of iTunes singles killed the music industry,” CNN Money, April 25, 2013, 
http://money.cnn.com/2013/04/25/technology/itunes-music-decline/, accessed November 17, 2015.

Figure 2. US music sales, adjusted for inflation
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Short story 

WhatsApp
In the early 2000s, carrier-provided voice and SMS were the dominant forms of mobile communication. 
However, in 2009, over-the-top (OTT) providers20 began using existing Wi-Fi and carrier infrastructure 
to provide services such as Skype mobile (VoIP) and WhatsApp (MIM) for a much lower price, allowing 
users to bypass the more expensive carrier options provided in the wireless service bundle.21 Benefiting 
from improved global access to data services and riding the wave of demand for instant and 
inexpensive global communication, OTT messaging and voice services are quickly challenging carrier-
provided SMS and voice revenues, which in 2012 comprised 11 percent (SMS) and 51 percent (voice) 
of worldwide mobile industry revenue.22 In 2013 alone, free social messaging applications reduced 
phone carriers’ revenue by nearly one third, or $32.5 billion in texting fees.23 While SMS is only a small 
portion of total carrier revenue, its rapid demonetization is indicative of the way OTT messaging and 
other OTT stand-alone products might eat away at the carrier bundle.24

In just six years, WhatsApp became a popular communication platform and currently accounts for 
38 percent of the global messaging market by volume.25 By removing the requirement for a specific 
network, OTT providers do not have the same infrastructure costs as carriers and can therefore viably 
offer one or two stand-alone products where there is high demand for low-cost service. New digital 
distribution platforms, such as app stores, allow for cheaper distribution, further reducing the cost of 
providing OTT services. Customers see this difference in price—an SMS costs roughly $0.02 while a 
multimedia message over WhatsApp costs less than 1/300th of that for the average user.26 Adoption 
rates are accelerating as digital natives make up an increasing share of the customer base, and 
expanding marketplace reach connecting more customers than ever to these new applications.

Incumbent carriers cannot offer similarly low-priced service without cannibalizing current revenue 
streams from SMS, which is considerably more profitable on a per-message basis than the data 
revenues carriers receive from customers using OTT platforms. On average, SMS generates $23 in 
revenue per year per customer for wireless providers, while a customer using WhatsApp, sending 15 
times the number of messages, generates on average only $3 in annual data revenue.27 In order to 
achieve the same revenues for OTT as SMS users, carriers would have to increase data rates by over 
700 percent! 

The economics and appeal of products remain in flux given the rate of change in technologies and 
customer behaviors in this dynamic market.

retail and distribution assets obsolete would 
have been even worse. The move from physi-
cal albums to digital singles challenged the 
incumbents’ basic assumptions about what 
music consumers valued and what form factor 
they would prefer.

Outside of Tower Records, other brick-and-
mortar incumbents were similarly challenged: 
Between 2003 and 2006, some 900 (approxi-
mately 25 percent of total) independent record 
stores closed nationwide.17 By 2013, iTunes, 

driven by the unbundled single and acceler-
ated by the expanding reach of the digital 
marketplace became the leading incumbent, 
accounting for approximately 25 percent of 
all music industry sales.18 Today, the digital 
single maintains its market positon over the 
CD, accounting for more than 75 percent of 
music-related transactions in 2012,19 although 
the industry itself continues to change as 
streaming services such as Spotify challenge 
the former disruptors.

Unbundle products and services
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Short story (con’td)
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Assumption: WhatsApp's ratio of messages sent to received was available for two years (2011 and 2013), while total (sent + received) counts were 
available for other years. The ratio for 2011 was used to calculate the number sent for unspecified years. 

Sources:
Subscribers: Millennium Development Goals Indicators, “Mobile-cellular subscriptions,”  http://mdgs.un.org/unsd/mdg/SeriesDetail.aspx?srid=780, 
accessed November 16, 2015.
SMS traffic: Karl Whitfield, “The 1.5 trillion $ dollar story of SMS,” Portio Research, December 4, 2014, 
http://www.portioresearch.com/en/blog/2013/the-15-trillion-$-dollar-story-of-sms.aspx.
WhatsApp: Parmy Olson, “Watch out, Facebook: WhatsApp climbs past 400 million active users,” Forbes, December 19, 2013; Parmy Olson, 
“WhatsApp hits 600 million active users, founder says,” Forbes, August 25, 2014; Nate Ralph, “WhatsApp touts 800M monthly active users,” CNET, 
April 18, 2015; Josh Horwitz, “WhatsApp has 900 million monthly active users—but still no business model,” Quartz, September 4, 2015; Statista, 
“Number of monthly active WhatsApp users worldwide from April 2013 to September 2015 (in millions),” 
http://www.statista.com/statistics/260819/number-of-monthly-active-whatsapp-users/, accessed November 17, 2015; Statista, “Cumulative daily 
mobile message volume of WhatsApp messenger as of April 2014 (in millions),” 
http://www.statista.com/statistics/258743/daily-mobile-message-volume-of-whatsapp-messenger/, accessed November 17, 2015; Hugh Langley, 
“There are more WhatsApps than texts sent each day. A lot more,” Tech Radar, January 12, 2015; Peter Diamandis, “64 billion messages in 24 
tours: Key takeaways from WhatsApp’s massively disruptive statistics,” Singularity Hub, April 24, 2014.

Figure 3. Global mobile messaging users and traffic
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Between 1995 and 2012, digital publishing 
and reliable high-speed Internet eliminated the 
need for material and logistical costs associ-
ated with distributing print media, enabling 
new entrants to offer specialized, sometimes 
individualized, content previously only par-
tially provided through the bundle of sec-
tions known as the newspaper. For example, 
Bleacher Report provided 
a deeper sports offering, 
numerous independent 
blogs provided the life-
style and food sections, 
and Craigslist took on 
the classifieds.

Founded in 1995, 
Craigslist provided an 
online aggregation plat-
form to connect buyers 
and sellers, offering all 
of the functionality of a 
printed newspaper clas-
sified section in a more 
appealing low-cost digital 
product. With limited 
need for infrastructure, 
Craigslist could charge 
minimal fees for post-
ings—in most categories 
postings were free—
effectively demonetizing 
the industry. Craigslist, 
together with other 
specialized online aggregators (for example, 
Monster.com, cars.com) removed nearly $15 
billion, representing roughly 75 percent of the 
revenue formerly generated by classified ads 
and 31 percent of total ad revenue, from the 
newspaper industry (excluding major play-
ers such as the New York Times, Wall Street 
Journal, and USA Today) between 2000 and 
2012.29 As a percentage of total newspaper ad 

revenue, classified ads dropped from 40 per-
cent to just over 20 percent in a decade (figure 
4).30

The unbundled online classified product 
was more appealing because it was accessible 
for posting or searching 24x7, continuously 
updated, and offered visibility and access to a 
much larger set of potential buyers and sellers. 

Users could engage with 
free classified content 
without purchasing the 
extraneous newspaper 
material, and sellers 
gained lower costs and 
the ability to adjust pric-
ing, descriptions, and 
other information as 
often as necessary rather 
than waiting for the 
next publication cycle. 
The filtering capabili-
ties allowed buyers and 
sellers to search by 
region, product, service, 
price, and other attri-
butes, enabling a high 
degree of relevance and 
customization across 
nearly all geographies. 
Customers were quick to 
adopt and use Craigslist 
and other online aggre-
gators because of the 

convenience, flexibility, and savings it offered. 
A one-time, five-line classified ad in the New 
York Times (15–20 words) cost nearly $300,31 
while the majority of Craigslist postings are 
either free or cost less than $25.32

Print newspaper incumbents have struggled 
to respond to the overall unbundling of their 
product. In 2009 alone, 105 newspapers closed, 
10,000 newspaper jobs were lost, and print 

Craigslist displaces newspaper classified 
advertising

“We’re in the top 
10 companies in 

[customer] traffic 
with a staff of 

24, whereas the 
other companies 
on that list have 

staffs of more 
than 10,000.”

—Craigslist CEO Jim Buckmaster28
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ad sales fell 31 percent.33 For incumbents, 
not only would shifting to an online model 
directly compete with and cannibalize the 
revenue from the pre-existing print product, 
but it would require adoption of a different 
business model to account for the near-zero 

cost structure. If incumbents unbundled and 
digitized the classifieds section, they would 
not have been able to earn enough revenue to 
support the non-digitized components of the 
newspaper which were previously subsidized 
by advertising revenue. Alternatively, if they 
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Source: Rick Edmonds, Emily Guskin, Amy Mitchell, and Mark Jurkowitz, The State of the News Media 2013, May 7, 2013.

Figure 4. US newspaper ad revenue ($ billion)

Graphic: Deloitte University Press  |  DUPress.com

Source: Henry Blodget, “Don’t mean to be alarmist, but the TV business may be starting to collapse,” Business Insider, June 3, 2012, 
http://www.businessinsider.com/tv-business-collapse-2012-6.

Figure 5. US newspaper industry’s “help wanted” classified ad revenue
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Short story 

Corporate education
Two-year MBA programs are being challenged by on-the-job management training programs and other 
personal and business development programs that are offered internally by corporations as well as other 
third-party providers.35 The traditional two-year MBA program is expensive because the university has 
to maintain physical real estate, proprietary knowledge from valued professors, and high-quality brand 
names. It is also expensive in terms of commitment from the student who must commit time and forgo 
earning while in the program. While business schools have designed a variety of accelerated, part-time, and 
low-residency options over the past two decades to make the MBA program more appealing to a broader 
audience, the bundle of lecture, practice, community, network, accreditation, and career placement has 
largely remained intact and anchored to schools with their extensive physical and academic infrastructures.

Other education and learning providers have capitalized on the ability to distribute content and training 
virtually or through nontraditional settings such as corporate learning centers. The cost to deliver 
management training is further reduced because the expert knowledge required is less proprietary, and 
offered by more practitioners who can use virtual assets to supplement gaps and enhance the content. 
Corporate training programs have been on the rise, growing from just over 400 stand-alone corporate 
learning centers in the beginning of the 1990s,36 to over 4,200 in 2015.37 In addition, a broad array of 
new entrants are emerging to offer elements of the traditional business degree program and offer them 
in more customized, more affordable, or more on-demand products. A variety of MOOC platforms offer 
lectures, while specialized alternative institutions such as Singularity University as well as certain incubators 
offer entrepreneurial training or sector training in addition to access to networks for guidance, capital, and 
career opportunities.

MBA programs show signs of pressure: In 2012, applications for two-year, full-time MBA programs 
declined for the fourth year in a row.38 In 2013, Clay Christensen called attention to this trend, saying 
that educators and MBA programs “need to stay tuned because it’s happening to the Harvard Business 
School … and nobody at Harvard even thinks about it.”39 This trend continues in higher education with 
more experimentation around on-demand lectures (for example, MOOCs), augmented with live instructor-
facilitated opportunities to apply learning, challenge-focused meet-ups, study groups, and intensive, 
short-term “bootcamps” for coding that might be replicated for other disciplines. Universities that respond 
by catering to MOOCs or corporate education programs would siphon demand away from their longer, 
high-margin two-year programs, and potentially create a substantial and lasting customer mind-set shift 
away from the value of two-year MBA programs. This is a case where the power and cachet of the brand 
behind the product (that is, the two-year degree program) may slow down the effect of unbundling, but 
in an environment of ever-evolving customer expectations and evolving models to leverage educational 
technology, the pattern in higher education is still developing.

transitioned to a fully digital model, exist-
ing and expensive assets, including printing 
machines and manufacturing facilities, would 
be rendered obsolete and eventually forced to 
be written off.

While most newspaper companies have 
been significantly impacted, several companies 
have transitioned their focus and strategies 

in attempts to stay afloat. While some rely on 
strong local readership, others have imple-
mented tools such as pay-walls to recover rev-
enue in alternate ways, and merged to increase 
the value of advertising space and eliminate 
redundant processes and positions.34 It remains 
to be seen whether brand and quality can be 
used to maintain some version of the bundle.

Unbundle products and services
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Is my market vulnerable?

Does your product have multiple capabilities, with uneven use of the capabilities? 

Given a choice, customers gravitate toward purchasing only those offerings they prefer and use frequently 
rather than products that come loaded with a variety of unwanted capabilities. By purchasing only 
what they want, customers may save money and gain value through a simplified product experience. 
If customers disproportionately use a particular part of the product offering, new entrants may be 
able to use technology to offer the capability to customers through a stand-alone product.

Does the user base have a diverse set of needs?

Customers with specific, diverse needs may not be satisfied with bundled offerings that are generally 
characterized by standard, middle-line products and do not provide much choice to users. These customers 
may be more likely to switch to products with more variety and use cases that better address their personalized 
needs and preferences. Current customers may be dissatisfied with the performance of the current 
product and willing to switch if new entrants could satisfy demands by unbundling existing products.

Does my current manufacturing/distribution process 
rely on converged products for efficiencies?

Products that require bundling to achieve distribution or manufacturing scale are at risk of 
disruption from entrants that capitalize on technology advances to reduce those and other 
infrastructure costs, in effect eliminating the need for the original converged product. To 
this end, incumbents should examine whether they are in markets in which entrants can use 
technology to reduce supply costs and support cheaper product development, allowing them to 
create simpler, specialized products that are still cost efficient to produce and distribute. 

Is it easy for a customer to curate the unbundled 
product offerings of their choosing?

If customers are able to easily and cost-effectively curate a set of specialized products that meet 
their needs—the role once played by the converged product—standard products may be unable 
to compete to effectively satisfy individual needs. On the other hand, when the collection of 
product capabilities is expensive and difficult to reassemble, customers will be less likely to look 
for unbundled offerings because the requisite commitment to meet all of their needs offsets 
the value of not having some extraneous capabilities in a typical converged product.

Giving you just what you want, nothing moreGiving you just what you want, nothing more
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Endnotes

1. We use the term “converged product” to 
include products that have effectively been 
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