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Take-Aways
	Companies whose innovations disrupt parts of an industry’s value chain must consider the long-term ethical consequences for society.
	Innovators create niche products to fulfill consumer demand, often without considering possible negative effects on the public.
	Technologists capitalizing on value-chain disruption can implement three strategies to safeguard the public trust.


Recommendation
Technology innovation responds to consumer demand, often without giving enough consideration to ethical implications. As disruptive business models replace components of existing value chains, the new models outpace regulations and controls. Yet, their creators seldom assume responsibility for the ethical consequences. SAP’s Max Wessel and Nicole Helmer offer three strategies to navigate this moral dilemma in society’s best interest.

Summary
Companies whose innovations disrupt parts of an industry’s value chain must consider the long-term ethical consequences for society.
The 2018 Cambridge Analytica scandal brought public attention to Facebook-enabled invasions of privacy. Facebook had disrupted the media value chain by democratizing the content distribution network. Today, the platform hosts billions of users around the world. However, when the popularity of the site exploded, its creators gave little thought to the ethical implications of providing marketers access to user data or putting safeguards in place to ensure that posts didn’t mislead or manipulate.
“Predicting where your industry will stumble within this new world can make the difference in ensuring your business flourishes with its reputation intact.”


Facebook is a cautionary tale of what happens when technology companies are left to self-regulate in the public interest as they focus on disrupting and restructuring traditional industries. Disrupters within the finance and health industry should take heed.
Innovators create niche products to fulfill consumer demand, often without considering possible negative effects on the public.
In a 2001 Harvard Business Review article, Clayton Christensen, Michael Raynor and Matthew Verlinden describe their “Theory of Interdependence and Modularity.” They posited that when companies develop new technologies, they attempt to manage every aspect of the system’s design to optimize performance. For example, Apple initially controlled every part of the iPhone’s complex system. As it evolved and the industry became modular, other companies entered the fray to specialize in specific components of the system. Thus, today, iPhone users can choose from thousands of configurations, apps and games on any network. As technologies mature, they become modularized and consumers benefit. One company no longer oversees the entire system, and entrepreneurs move in to fill niches in which they spot profit-making opportunities. These new developers create products in response to consumer demand in a narrow slice of a system, often without stopping to consider the long-range effects on the public.
“The danger of trusting the pull of user demand to shape an industry is that users’ short-term desires don’t always account for long-term societal needs.”

Consider how 3D printing is disrupting traditional value chains for the manufacturing and distribution of products. People can now produce products in their own homes and share designs without going through a third party. While it’s an exciting convenience, it circumvents existing regulations that protect supply chains and intellectual property. For example, do you purchase the latest action figure for your child, or do you print one yourself? Or, of more consequence, do you print a replacement part for your car assuming it will be as safe and reliable as one you could buy at an auto parts store? It’s the responsibility of the creators, not the consumers, to establish these ethical priorities.
Technologists capitalizing on value-chain disruption can implement three strategies to safeguard the public trust.
Thanks to 23andMe, consumers gained the ability to research their DNA by submitting spit samples. Founder Anne Wojcicki envisions using the company’s vast database to fast-track medical research. While the data would contribute to the good of society, any misuse could have terrible consequences. Because individuals lack the power to properly administer their data and because technology is outpacing regulators’ ability to keep up, Wojcicki created an independent board to review the ethical considerations of the company’s activities. 
“It’s important to assume success, understand the gaps and take responsibility for the future that will be created.”

Entrepreneurs and innovators capitalizing on value-chain disruption can navigate the moral repercussions in three ways:
	Decide as if your actions became the benchmark for the entire industry – Develop technology as if it already dominated the industry. Be aware of the implications of your business model at scale, anticipate negative outcomes and incorporate precautionary measures.
	Research current fail-safe systems – As you develop disruptive technology, look into the history of protections in the current value chain and build in equivalent safety measures.
	Be clear-eyed about which player will be responsible – Keep in mind that the law or the public may hold you accountable when disruptions have negative consequences.
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