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History shows us that when disruptive technologies meet established giants, the outcome often
reshapes entire industries. Al is no different. Its collision with traditional firms is already
unfolding, and lessons from the past remind us of the stakes. The story of Nokia’s fall from
mobile dominance provides a stark parallel to what many legacy firms face today in the age of

Al

The Collision of Operating Models

Al-driven companies and traditional firms do not simply compete with different tools. They

are built on fundamentally different operating models.

o Traditional firms: Built for scale through physical assets, legacy IT, and hierarchical

processes. Optimised for efficiency in predictable environments.

o Al-first firms: Built for adaptability with digital cores, data pipelines, and continuous

learning. Optimised for speed, experimentation, and personalisation.

When these two models collide in the same market, incumbents often find themselves unable

to keep pace. This is not about incremental efficiency but about structural advantage.
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Figure 1: Collision Between Al-First and Traditional Firms (Source: Adapted from HBS)

The Nokia Lesson

Nokia was once the undisputed leader of the mobile phone industry, commanding more than
40% of global market share. Its downfall was not due to poor products, but to its inability to

adapt to a new model of competition.

When Apple introduced the iPhone in 2007, it was not just launching a device. It was launching
an ecosystem built on software, apps, and continuous learning from user data. Apple and later
Google viewed the smartphone as a platform, while Nokia continued to treat it primarily as a

hardware product.

Nokia had extraordinary assets such as brand strength, market share, and deep engineering
talent, but its operating model was out of step with the new digital era. Within five years, Nokia

had lost its dominance, overtaken by firms architected for adaptability and ecosystems.

For today’s leaders, the warning is clear: ignoring AI’s structural shift could be fatal.
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Figure 2: Nokia was overtaken by the collision of firms with fundamentally different

operating architectures (Source: Adapted from HBS)

Other Industries Facing Collision

The Nokia story is not an isolated case. We see the same pattern of collision repeating across

industries.

e Media: Netflix versus Blockbuster. Netflix treated content as a data-driven,
personalised experience, while Blockbuster clung to store-based rentals. Within a

decade, Blockbuster was gone.

e Retail: Amazon versus Sears. Amazon’s Al-driven recommendations, logistics, and
customer obsession left legacy department stores struggling with slow, asset-heavy

models.

o Transport: Uber versus traditional taxis. Uber leveraged algorithms, dynamic pricing,

and real-time data, while taxis were bound to static pricing and regulation.
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o Banking: Ant Group versus traditional banks. Ant’s Al-driven credit scoring and digital

platform outpaced banks built around branch networks and paper-heavy processes.

In each case, incumbents were not simply competing with better technology. They were

colliding with an entirely new operating model.

Why Incumbents Struggle

Traditional organisations often fail to adapt because:

e Most incumbents bolt Al onto legacy systems instead of rebuilding around a digital

core.

e Many firms underestimate the speed of change, treating Al as a pilot project rather than

a transformation.

o Revenue protection outweighs reinvention, with leaders delaying bold moves that could

cannibalise short-term profits.

o Talent remains siloed, as Al expertise is confined to innovation labs instead of

embedded in operations.

e Culture and governance slow adaptation, with risk aversion and shareholder pressure

limiting decisive action.

This mirrors Nokia’s dilemma: strong assets, but an outdated operating model.

Survival Strategies for Traditional Firms

Collision does not have to mean defeat. Incumbents that act decisively can adapt and thrive in

the Al era.
1. Acknowledge disruption early: Treat Al as a core transformation, not a side project.

2. Invest in digital cores: Build modern data pipelines, cloud infrastructure, and

experimentation platforms.
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Figure 3: AlI-First Companies Operating Architecture (Source: Adapted from HBS).

This diagram illustrates the structural model traditional firms must work towards when

adapting survival strategies.
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The Takeaway for Leaders
The Nokia story was about mobile phones, but in the Al era the stakes are far higher. Entire

industries, including banking, healthcare, logistics, and manufacturing, could be reshaped in

less than a decade.

Al-first firms are rewriting the rules of competition with adaptability, speed, and scale.
Traditional businesses that fail to respond may find themselves repeating Nokia’s fate, no

matter how dominant they once were.

The question is not whether Al-driven firms will collide with traditional ones, but whether your

organisation will adapt quickly enough to thrive in this new era.

Up next:
Is Your Organisation Ready for AI? Rethinking Operating Models in the Age of Collision
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