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	ABSTRACT
This paper examines the concept of creative destruction as developed by Joseph Schumpeter and extends it through the lens of disruptive innovation theory (Christensen, 1997) and modern innovation economics. Drawing on historical and contemporary examples—including the digital revolution, platform economies, and mobile financial services in Sub-Saharan Africa—the paper argues that creative destruction remains the defining logic of capitalist dynamics. We further explore the policy implications for firms and governments navigating accelerating cycles of innovation. The case of mobile telephony and mobile money in Cameroon (MTN Mobile Money, Orange Money) is analyzed as a paradigmatic instance of disruptive innovation in an emerging economy context.





1. Introduction
Change is the lifeblood of capitalism. Yet not all change is equal: some innovations refine existing products incrementally, while others overturn entire industries, dissolve established firms, and reconfigure the economic landscape with startling speed. This latter, more radical form of change is what Joseph Schumpeter (1883–1950) famously described as creative destruction, and it constitutes the central focus of this paper.

Schumpeter's insight, first fully articulated in Capitalism, Socialism and Democracy (1943), was deceptively simple: the essential fact about capitalism is not price competition within stable markets, but the perpetual gale of innovation that sweeps away old products, firms, and market structures to make room for new ones. Half a century later, Clayton Christensen (1997) refined this notion through his theory of disruptive innovation, identifying the specific mechanisms by which smaller entrants eventually overthrow industry incumbents.

This paper builds on both frameworks to provide a structured account of creative destruction in the twenty-first century. Section 2 establishes the theoretical foundations; Section 3 situates creative destruction within the broader history of technological waves; Section 4 examines disruptive innovation as a micro-level mechanism; Section 5 analyzes the case of mobile money in Cameroon; Section 6 addresses platform economies as a contemporary expression of creative destruction; Section 7 considers policy implications; and Section 8 concludes.

2. Theoretical Foundations: Schumpeter and Creative Destruction
2.1 Schumpeter's Original Framework
Joseph Schumpeter, drawing on his earlier work in The Theory of Economic Development (1911), argued that economic development is not a smooth, equilibrium-tending process but one driven by discontinuous bursts of innovation. Entrepreneurs are the agents who break economic routines by introducing new combinations: new products, new production methods, new markets, new sources of supply, and new organizational forms (Schumpeter, 1911, p. 66).

In his later formulation, Schumpeter (1943) argued that capitalism's locus of innovation had shifted from heroic individual entrepreneurs to large corporate R&D departments. Yet the underlying logic—innovation as a competitive weapon that renders existing capital stocks obsolete—remained intact. Schumpeter defined creative destruction as the process of industrial mutation that incessantly revolutionizes the economic structure from within, incessantly destroying the old one, incessantly creating a new one (1943, p. 83). Three dimensions of this definition deserve emphasis:

1. Endogenous: arising from within the economic system, not from external shocks.
1. Incessant: a permanent feature of capitalism, not an episodic disruption.
1. Structural: transforming the architecture of markets and industries, not merely prices or quantities.

2.2 Neo-Schumpeterian Extensions
Building on Schumpeter, neo-Schumpeterian economists Richard Nelson and Sidney Winter (1982) developed evolutionary economics, modeling the economy as a system of competing routines and capabilities. Firms survive not by optimizing against a fixed production function but by continuously adapting their organizational routines in response to competitive pressure.

Aghion and Howitt (1992) formalized the Schumpeterian intuition in endogenous growth models where growth is driven by quality-improving innovations that render previous technologies obsolete—quality ladders. Empirically, this literature confirms that incumbent exit and entrant entry are strongly correlated with productivity growth (Foster, Haltiwanger & Krizan, 2001). Acemoglu and Zilibotti (1997) further showed that diversification of economic activity enables more rapid adoption of frontier technologies, accelerating creative destruction in catch-up economies.

3. Long Waves of Creative Destruction: A Historical Perspective
3.1 Kondratiev Waves and Technological Revolutions
Nikolai Kondratiev (1926) identified approximately fifty-year economic cycles driven by clusters of basic innovations. Building on this, Carlota Perez (2002) developed a theory of technological revolutions, identifying five major surges since the Industrial Revolution, each powered by a new general-purpose technology (GPT).

	Figure 1 — Five Technological Revolutions (Perez, 2002)

	Wave
	Core Technology
	Approximate Period

	1st Wave
	Water-powered mechanization (textiles, iron)
	1771 – 1829

	2nd Wave
	Steam engine & railways
	1829 – 1875

	3rd Wave
	Steel, electricity & heavy engineering
	1875 – 1918

	4th Wave
	Oil, automobile & mass production
	1918 – 1974

	5th Wave
	Information & telecommunication technologies
	1971 – present



Source: Adapted from Perez, C. (2002). Technological Revolutions and Financial Capital. Elgar.

Each wave exhibits a similar pattern: a period of technological installation driven by financial capital, a turning point—often a financial crisis—followed by a deployment phase in which the new paradigm diffuses through the economy (Perez, 2002). Creative destruction is most intense at the transition between waves, when the incumbent techno-economic paradigm is challenged by the emerging one.

4. Disruptive Innovation: The Micro-Mechanism of Creative Destruction
4.1 Christensen's Disruptive Innovation Theory
Clayton Christensen's The Innovator's Dilemma (1997) provided the most influential micro-level account of how creative destruction unfolds at the firm and industry level. Christensen distinguished between sustaining innovations—which improve established products along dimensions incumbent customers value—and disruptive innovations, which initially underperform but offer a different value proposition: simpler, cheaper, or more accessible.

The disruptive mechanism operates through a well-documented sequence. Established firms, rationally serving their most profitable customers, consistently overshoot the performance requirements of lower-end or non-consuming segments. Entrants exploit these gaps, progressively improving performance until they meet mainstream demand and ultimately displace incumbents (Christensen & Raynor, 2003).

	Figure 2 — Sustaining vs. Disruptive Innovation

	Sustaining Innovation
	Disruptive Innovation

	• Targets existing mainstream customers
• Improves performance on established metrics
• Supports incumbent firms' strategies
• Higher margin, incremental improvement
• Examples: faster processors, better cameras
	• Targets overlooked or non-consumers
• Initially inferior on established metrics
• Enables new business models and entrants
• Lower margin initially, then expands market
• Examples: personal computers, smartphones



Source: Author's synthesis from industry literature.

4.2 Limitations and Critiques
Critics, notably Jill Lepore (2014), have questioned the empirical robustness of Christensen's framework, arguing that it is selectively applied and does not adequately account for incumbents who successfully adapt. King and Baatartogtokh (2015) found that fewer than 10% of 77 cases Christensen presented met all the theory's criteria. Nevertheless, the underlying insight—that competitive dynamics are shaped by the tension between performance improvement and accessibility—remains empirically grounded in several industries.



5. Creative Destruction in Emerging Economies: Mobile Money in Cameroon
5.1 The Pre-Innovation Landscape
Prior to the widespread diffusion of mobile telephony, Cameroon's communication and financial infrastructure exhibited classic signs of structural underdevelopment. Landline penetration remained below 2% of the population by 2000 (ITU, 2002). Traditional banking services reached fewer than 20% of adults, with rural and informal-sector workers largely excluded due to high transaction costs, minimum balance requirements, and geographic inaccessibility (World Bank, 2012).

5.2 The Disruptive Entry of Mobile Operators
The liberalization of Cameroon's telecoms sector in the late 1990s opened the market to MTN (entering 1999) and Orange (2000), followed by Nexttel (2014). These entrants did not seek to improve on landline telephony; they bypassed it entirely, targeting populations with no prior access to telecommunications. In Christensen's terms, this was new-market disruption—creating a market where none previously existed.

Mobile penetration grew from near-zero in 2000 to over 80% of the population by 2020 (ITU, 2021), rendering landline infrastructure largely obsolete and forcing the incumbent state operator, Camtel, into a dramatically diminished market position. The creative destruction dynamic was textbook Schumpeterian: a new organizational form destroyed an old one while dramatically expanding access to communication services.

	Figure 3 — Telecom Market Transformation in Cameroon (2000–2022)

	Indicator
	2000
	2022 (est.)

	Landline penetration (% of population)
	~1.5%
	~1.1%

	Mobile penetration (% of population)
	~1%
	~83%

	Mobile money accounts (millions)
	0
	~9.8

	Banked adult population (%)
	~18%
	~35%



Sources: ITU World Telecoms Indicators (2021); World Bank Global Findex (2021); GSMA Mobile Economy SSA (2022).

5.3 Mobile Money as Second-Order Disruption
The introduction of MTN Mobile Money (2010) and Orange Money (2011) constituted a second wave of creative destruction, this time targeting the banking sector. By leveraging mobile network infrastructure and agent networks, these services offered bill payments, person-to-person transfers, and eventually savings and credit products to previously excluded populations. Transaction costs were a fraction of those charged by banks; geographic reach was vastly superior.

By 2022, active mobile money accounts in Cameroon exceeded 9.8 million, handling transactions equivalent to a significant share of GDP (GSMA, 2022). Traditional banks faced direct disintermediation in low-value segments. Some banks responded by developing mobile platforms or partnering with operators; others experienced declining transaction volumes. This mirrors Christensen's model: disruption originating at the low end of the market and progressively moving upmarket.

6. The Platform Economy: Creative Destruction in the Digital Age
6.1 Platform Dynamics and Winner-Takes-Most Competition
The most recent wave of creative destruction is organized around digital platforms: multi-sided markets that connect buyers and sellers through network-effect-driven intermediaries (Rochet & Tirole, 2003; Parker, Van Alstyne & Choudary, 2016). Platforms such as Amazon, Uber, Airbnb, and their African equivalents (Jumia, Bolt) have disrupted retail, transportation, hospitality, and financial services by radically reducing transaction costs and unbundling previously integrated value chains.

Crucially, platforms exhibit strong network effects: the value of the platform increases as more users join, creating virtuous growth cycles that favor winner-takes-most outcomes (Shapiro & Varian, 1999). This intensifies creative destruction: once a platform achieves critical mass, incumbent firms that lack a platform strategy face existential competitive pressure, regardless of their operational efficiency.

	Figure 4 — Sectors Disrupted by Platform Models

	Sector
	Incumbent Model
	Disruptive Platform

	Retail
	Physical stores, catalogs
	Amazon, Jumia, Alibaba

	Transportation
	Taxi companies, rentals
	Uber, Bolt, Lyft

	Hospitality
	Hotels, travel agencies
	Airbnb, Booking.com

	Finance
	Commercial banks, brokers
	Fintech platforms, M-Pesa

	Media / Content
	TV networks, publishers
	Netflix, YouTube, Spotify



Source: Author's synthesis from industry literature.

6.2 AI as the Next Wave of Creative Destruction
The rapid diffusion of artificial intelligence constitutes an emerging disruption with the potential to transform industries across the entire economy. AI-driven automation threatens to displace not only routine manual labor but also cognitive tasks in law, medicine, financial analysis, and software development (Acemoglu & Restrepo, 2019). The OECD (2023) estimates that 14% of jobs in OECD countries face high automation risk, with a further 32% likely to see significant task-level change.

For developing economies including Cameroon, AI presents both threats—accelerated hollowing out of entry-level service jobs—and opportunities: low-cost access to capabilities previously requiring expensive human expertise in healthcare diagnostics, agricultural advisory, and legal guidance. The creative-destructive logic applies: incumbents that fail to integrate AI face competitive pressure from AI-augmented entrants and new platform intermediaries.

7. Policy Implications: Managing Creative Destruction
7.1 Implications for Firms
The central managerial lesson of creative destruction is that competitive advantage is inherently temporary (D'Aveni, 1994). Firms that mistake a period of competitive stability for a permanent equilibrium are vulnerable to disruption. The strategic imperative is threefold:

1. Anticipatory sensing: monitoring emerging technologies, business models, and non-consumer segments that incumbents habitually overlook.
1. Ambidextrous organization: simultaneously exploiting existing competitive advantages and exploring new innovation trajectories through internal ventures, corporate venture capital, or acquisitions of innovative startups (March, 1991).
1. Platform orientation: developing or participating in digital platform ecosystems rather than competing exclusively on product or price, as platforms enable rapid scaling and network-effect defensibility.

7.2 Implications for Governments and Development Policy
Creative destruction presents a fundamental policy dilemma: the same process that drives long-run productivity growth generates short-run unemployment, regional dislocation, and distributional conflict. Left unmanaged, creative destruction can exacerbate inequality and erode political support for open markets (Autor et al., 2016). Public policy must therefore address both sides of the equation.

	Figure 5 — Policy Responses to Creative Destruction

	Growth-Enabling Policies
	Adjustment & Inclusion Policies

	• Invest in R&D infrastructure and innovation ecosystems
• Streamline regulatory frameworks for new technologies
• Develop digital public infrastructure (broadband, digital ID)
• Support startup ecosystems and access to venture capital
• Reform IP regimes to balance incentives and diffusion
	• Active labor market policies (retraining, upskilling)
• Portable social protection not tied to incumbents
• Competition policy to distribute gains broadly
• Tax policy preventing winner-takes-all entrenchment
• Inclusion strategies for informal and rural workers



Source: Author's synthesis from industry literature.

For Cameroon and Sub-Saharan Africa more broadly, this implies a dual policy agenda: leveraging mobile and digital infrastructure to accelerate technology adoption and financial inclusion, while simultaneously building the human capital—particularly in STEM education, digital literacy, and entrepreneurship—necessary to participate in innovation-driven growth.

8. Conclusion
This paper has examined creative destruction as both a theoretical framework and an empirical phenomenon, tracing its intellectual lineage from Schumpeter through neo-Schumpeterian economics and Christensen's disruptive innovation theory, and examining its manifestations in historical technological waves, digital platform economies, and the transformative case of mobile money in Cameroon.

Several core conclusions emerge. First, creative destruction is the endogenous engine of long-run capitalist growth, not an exceptional or external shock. Second, disruptive innovation—the micro-level mechanism—typically originates at the margins of markets, targeting overlooked segments before moving upmarket to displace incumbents. Third, digital platforms and artificial intelligence represent the contemporary frontier of creative destruction, with increasingly rapid and global diffusion dynamics.

Fourth, and crucially for emerging economies: the Cameroonian case demonstrates that disruptive innovation can unfold in low-income, infrastructure-scarce environments, often with dramatically inclusive outcomes. Mobile money has extended financial services to populations long excluded from formal banking, illustrating that creative destruction can be both economically efficient and socially progressive.

The policy challenge for firms and governments alike is to harness the growth-generating power of creative destruction while cushioning its distributional costs—ensuring that the benefits of innovation are broadly shared and that workers and communities displaced by technological change have genuine pathways to new opportunities. As Schumpeter recognized, capitalism's dynamism is inseparable from its turbulence. The task is not to suppress that turbulence but to navigate it wisely.
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