
Understanding Blue Ocean Strategy: A guide to creating uncontested market
space

Description

In today’s competitive business world, companies are constantly vying for market share,
often engaging in intense battles for the same customer base. This traditional approach to
competition is often referred to as a “red ocean” strategy, where companies fight in a
saturated market filled with fierce rivalry. However, there is an alternative approach that
emphasizes creating new, untapped market space with minimal competition – known as 
Blue Ocean Strategy.

Developed by W. Chan Kim and Renée Mauborgne in their groundbreaking book Blue 
Ocean Strategy (2005), this strategy focuses on innovation, differentiation, and value
creation to break free from the bloody, cutthroat competition. In this blog post, we’ll explore
what Blue Ocean Strategy is, its principles, and how businesses can apply it to create
uncontested market space and achieve sustainable growth.

What is Blue Ocean Strategy?

At its core, Blue Ocean Strategy is about creating a new market, or a “blue ocean,” where
there is little to no competition. Rather than competing in an existing industry or market filled
with rivals, companies following the Blue Ocean Strategy aim to innovate and differentiate
themselves, making the competition irrelevant. The strategy encourages businesses to focus
on differentiation and cost leadership simultaneously, offering unique products or services at
a compelling price point.

The name “blue ocean” symbolizes vast, untapped market potential, where a business can
thrive without the constraints of traditional competition. The opposite of a blue ocean is a
“red ocean,” where companies fight for a share of the same market, often resulting in price
wars and diminishing profits.

Blue Ocean Strategy shifts the focus from competing within an existing market to creating a
new one, thus offering higher profits, long-term sustainability, and reduced competition. It
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requires companies to innovate, think outside the box, and challenge conventional industry
norms.

The Key Principles of Blue Ocean Strategy

The Blue Ocean Strategy is based on several key principles, which guide businesses on
how to break away from the status quo and create new market spaces. These principles
include:

1. Create Uncontested Market Space

Instead of focusing on fighting for market share in a crowded industry, companies adopting a
Blue Ocean Strategy look for opportunities to create entirely new market spaces. By
identifying unmet needs, under-served segments, or entirely new product categories,
businesses can find ways to cater to a new audience and differentiate themselves from
competitors.

This often involves innovating with new technologies, combining existing ideas in novel
ways, or redefining an industry to cater to a new demographic.

2. Make the Competition Irrelevant

The goal of Blue Ocean Strategy is not to outperform the competition but to render it
irrelevant by creating a product or service that is so unique that there is no direct competitor.
By offering new value that competitors can’t match, businesses carve out their own niche
and attract customers who previously didn’t have viable options.

This concept is central to Blue Ocean Strategy, as businesses focus on offering
differentiated value that disrupts traditional market categories.

3. Break the Value-Cost Trade-Off

Traditionally, companies have had to choose between offering high value or maintaining low
costs. Blue Ocean Strategy challenges this trade-off by encouraging businesses to create
products that provide high value at a cost-efficient price. By aligning innovation with cost
reduction, companies can offer unique products or services that stand out from the
competition without sacrificing profitability.

Achieving this requires creativity and a willingness to rethink existing industry models,
processes, and cost structures.

4. Focus on the Big Picture, Not the Numbers

Instead of obsessing over incremental improvements and small wins, companies
implementing Blue Ocean Strategy take a broader view. This means focusing on long-term
growth, future trends, and exploring new markets rather than getting caught up in short-term
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tactics or direct competition. By understanding macro trends and anticipating future
customer needs, companies can innovate in ways that shape the future of their industry.

5. Reach Beyond Existing Demand

Rather than focusing on the existing customer base, Blue Ocean Strategy encourages
businesses to reach beyond it by appealing to non-customers or creating new categories of
demand. This might involve targeting customers in different industries or demographics who
have unmet needs, or it could mean offering a radically different product that attracts an
entirely new audience.

By expanding the market and going beyond existing demand, businesses can unlock
untapped potential and open new revenue streams.

Examples of Blue Ocean Strategy in Action

Several companies have successfully implemented Blue Ocean Strategy to disrupt their
industries and create new markets. Here are a few notable examples:

1. Apple – The iPhone

Before the iPhone, the mobile phone industry was dominated by established players like
Nokia and BlackBerry, which focused on making phones primarily for communication and
business use. Apple’s Blue Ocean Strategy involved creating a new type of smartphone that
combined music, photography, web browsing, and applications in a single device, creating
an entirely new category of “smartphones” that didn’t previously exist.

By innovating the way people interacted with technology and offering a unique product,
Apple was able to differentiate itself from the competition and create a massive market for
mobile devices. The iPhone became the cornerstone of Apple’s business, and it transformed
the entire smartphone industry.

2. Cirque du Soleil – Redefining the Circus Industry

Cirque du Soleil revolutionized the circus industry by blending traditional circus
performances with elements of theater, dance, and music, creating a completely new form of
entertainment. Rather than competing with traditional circuses, Cirque du Soleil carved out a
new market for upscale, family-friendly entertainment. By eliminating the need for animal
acts and focusing on a sophisticated performance experience, they attracted a new
audience that was willing to pay a premium price.

Their success in creating a new market and eliminating direct competition allowed Cirque du
Soleil to achieve impressive growth and global recognition.

3. Tesla – Electric Cars for the Masses
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Tesla’s Blue Ocean Strategy involved creating high-performance, luxury electric vehicles
(EVs) that appealed to environmentally-conscious consumers who also wanted advanced
technology and stylish design. Before Tesla, electric cars were often viewed as impractical,
low-performance, and limited to niche markets. Tesla, however, broke this stereotype by
offering EVs that didn’t compromise on speed, design, or convenience.

Through innovative technology, strategic branding, and an eye for consumer preferences,
Tesla was able to disrupt the automotive industry and create a dominant position in the EV
market, which continues to grow globally.

How to Implement Blue Ocean Strategy

If you’re interested in applying Blue Ocean Strategy to your business, here are a few steps
to guide your approach:

1. Analyze the Industry Landscape: Understand your current industry dynamics,
market structure, and customer needs. Identify pain points, gaps in the market, and
opportunities to innovate.

2. Innovate and Differentiate: Think creatively to develop products or services that are
unique and provide high value at an affordable price. Focus on what you can offer that
others cannot.

3. Target Non-Customers: Look beyond your current customer base. Identify potential
non-customers and explore ways to bring them into your market with a new offering.

4. Reduce Costs: Look for ways to streamline your operations and reduce costs while
maintaining value. Find creative solutions to optimize resources and improve your
profit margins.

5. Create a Compelling Brand Story: Communicate your unique value proposition
clearly and effectively. Your brand story should explain how your product or service
addresses a problem or need in a way that others don’t.

Conclusion

Blue Ocean Strategy is a powerful framework for businesses seeking to differentiate
themselves and create new market spaces with minimal competition. By focusing on
innovation, differentiation, and value creation, businesses can break free from the red ocean
of intense competition and build a sustainable competitive advantage. Whether you’re a
startup or an established company, adopting Blue Ocean Strategy can lead to significant
growth, profitability, and industry disruption. By thinking outside the box and challenging
conventional approaches, businesses can find new ways to thrive in today’s rapidly
changing market landscape.
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