Blue Ocean Strategy Harvard Business

Red Ocean Versus Blue Ocean

Strategy

The imperatives for red ocean and blue ocean
strategies are starkly different.

Red ocean strategy

Compete in existing
market space
Beat the
competition

Exploit existing
demand

Make the value/cost
trade-off

Align the whole system
of a company’s activities
with its strategic choice of
differentiation or low cost

Blue ocean strategy

Create uncontested
market space
Make the competition
irrelevant

Create and capture
new demand

Break the value/cost
trade-off

Align the whole system
of a company’s activities in
pursuit of differentiation
and low cost

Blue Ocean Strategy Harvard Business is a transformative approach to business strategy that
emphasizes the creation of untapped market space, or "blue oceans," rather than competing in
saturated markets, or "red oceans." Developed by W. Chan Kim and Renée Mauborgne, this strategy
has gained significant traction in both academic and practical settings, particularly through its
association with Harvard Business School. This article will explore the core concepts of Blue Ocean
Strategy, its frameworks, and its real-world applications, as well as its relevance in today's
competitive landscape.

Understanding Blue Ocean Strategy

At its core, Blue Ocean Strategy is about innovating in ways that create new demand and render the



competition irrelevant. This strategy is based on the premise that companies can succeed not just by
outperforming rivals in existing industries but by creating new industries or redefining the boundaries
of existing ones.

The Concept of Blue vs. Red Oceans

The terms "blue ocean" and "red ocean" are metaphorical representations of market environments:
- Red Oceans: These represent all the industries in existence today. In red oceans, companies try to
outperform their rivals to grab a greater share of existing demand. As the market space gets
crowded, prospects for profits and growth diminish, leading to fierce competition and a bloody "red"
ocean.

- Blue Oceans: These signify all the industries not in existence today. In blue oceans, demand is

created rather than fought over. There is ample opportunity for growth and profits, as companies
innovate to meet the needs of previously unserved markets.

Core Principles of Blue Ocean Strategy

The Blue Ocean Strategy framework consists of several key principles that guide organizations in their
quest for innovation and market creation.

1. Value Innovation

Value innovation is the cornerstone of Blue Ocean Strategy. It focuses on simultaneously pursuing
differentiation and low cost to open up new market space. This means creating products or services
that offer unique value to customers while also being cost-effective.

2. The Four Actions Framework

To achieve value innovation, the Four Actions Framework is employed. This framework encourages
companies to consider four key actions:

- Eliminate: Identify which factors that the industry takes for granted should be eliminated.
- Reduce: Determine which factors should be reduced well below the industry standard.

- Raise: Decide which factors should be raised well above the industry standard.

- Create: Establish which factors should be created that the industry has never offered.

By applying these four actions, organizations can reconstruct buyer value elements in crafting a new
value curve.



3. The Strategy Canvas

The Strategy Canvas is a diagnostic and action framework that visually captures the current state of
play in the market. It helps companies understand how they stack up against competitors across
various factors of competition. By plotting their offering against competitors, businesses can identify
opportunities for differentiation and innovation.

Implementing Blue Ocean Strategy

Implementing Blue Ocean Strategy requires a systematic approach. Organizations must engage in
thorough research and analysis to identify potential blue oceans and develop strategies to enter
them.

1. Market Research and Analysis

- Identify Noncustomers: Understanding who is not currently buying from the industry can provide
insights into potential blue oceans. Noncustomers can be segmented into three tiers:

- First tier: "Soon-to-be" noncustomers who are on the edge of your market.

- Second tier: "Refusing" noncustomers who consciously choose against your market.

- Third tier: "Unexplored" noncustomers who are in markets distant from yours.

- Explore Alternatives: Look beyond direct competitors to identify alternative industries and offerings
that address the same customer needs.

2. Develop a New Value Proposition

Once potential blue oceans have been identified, the next step is to develop a unique value
proposition that addresses the identified market gaps. This should be based on the insights gained
from market research and the Four Actions Framework.

3. Build a Strong Execution Plan

Execution is critical in Blue Ocean Strategy. Organizations must create a detailed implementation plan
that includes:

- Cross-functional Teams: Involve diverse teams from various departments to foster creativity and
innovation.

- Pilot Testing: Conduct pilot tests to refine the offering based on customer feedback before a full-
scale launch.

- Continuous Improvement: Establish a feedback loop to continuously learn from customer



experiences and adapt the offering accordingly.

Real-World Applications of Blue Ocean Strategy

Blue Ocean Strategy has been successfully applied in various industries, leading to significant
business transformations. Here are a few notable examples:

1. Cirque du Soleil

Cirque du Soleil redefined the circus industry by eliminating animal acts and focusing on theatrical
storytelling, high-quality performances, and a unique ambiance. This innovative approach attracted a
new audience while competing less directly with traditional circuses.

2. Apple’s iTunes

Apple transformed the music industry with iTunes by creating a platform that addressed piracy while
offering a legal and user-friendly way to purchase music. This innovative model created a blue ocean
by redefining how music was consumed and distributed.

3. Yellow Tail Wine

Yellow Tail disrupted the wine industry by simplifying the selection process for consumers. By offering
a limited selection of easy-to-drink wines with straightforward labeling, Yellow Tail appealed to non-
wine drinkers and attracted a new customer base.

Challenges and Criticisms

While Blue Ocean Strategy has proven effective in many cases, it is not without its challenges and
criticisms. Some common concerns include:

- Sustainability: Blue oceans can quickly become red oceans as competitors catch on and enter the
market. Companies must continuously innovate to maintain their competitive advantage.

- Execution Risks: The transition from a red ocean to a blue ocean can be fraught with risks,
particularly in execution. Misalignment within the organization or insufficient market research can
lead to failure.

- Overemphasis on Innovation: Critics argue that an excessive focus on innovation may lead
companies to neglect their core competencies and existing customers.



The Future of Blue Ocean Strategy

In an increasingly competitive and rapidly changing business environment, Blue Ocean Strategy
remains a relevant and powerful framework. As industries evolve and new technologies emerge,
opportunities for creating blue oceans will continue to arise.

Organizations that embrace the principles of Blue Ocean Strategy can not only navigate competition
but also craft unique value propositions that resonate with customers, ensuring sustainable growth
and profitability.

In conclusion, the Blue Ocean Strategy framework, as popularized by the Harvard Business School,
provides valuable insights for businesses seeking to innovate and thrive in a crowded marketplace. By
focusing on value innovation, employing strategic frameworks, and maintaining a commitment to
continuous improvement, companies can successfully chart their course towards blue oceans of
opportunity.

Frequently Asked Questions

What is the Blue Ocean Strategy?

The Blue Ocean Strategy is a business approach that seeks to create new market spaces ('blue
oceans') rather than competing in existing industries (‘'red oceans'). It focuses on innovation and
value creation to unlock new demand.

Who developed the Blue Ocean Strategy?

The Blue Ocean Strategy was developed by W. Chan Kim and Renée Mauborgne, professors at
INSEAD, and was popularized through their book published in 2005.

How does Blue Ocean Strategy differ from traditional
competitive strategies?

Traditional competitive strategies focus on outperforming rivals in existing markets, while Blue Ocean
Strategy emphasizes creating untapped market space, making the competition irrelevant.

What are the key tools used in Blue Ocean Strategy?

Key tools include the Strategy Canvas, Four Actions Framework, and the Eliminate-Reduce-Raise-
Create Grid, which help organizations visualize and understand their strategic positioning.

What is the 'Strategy Canvas'?

The Strategy Canvas is a visual tool that depicts the current state of play in the market, helping
businesses identify how they can differentiate themselves to create a blue ocean.

Can you give an example of a successful Blue Ocean Strategy?

One example is Cirque du Soleil, which transformed the circus industry by combining elements of



theater and acrobatics, creating a unique entertainment experience without direct competition from
traditional circuses.

What industries can benefit from applying Blue Ocean
Strategy?

Any industry can benefit, but it is particularly effective in saturated markets where competition is
fierce, as it encourages businesses to innovate and find new value propositions.

How can companies implement Blue Ocean Strategy?

Companies can implement Blue Ocean Strategy by assessing their current market position, identifying
unmet customer needs, and innovating to create new offerings that provide unique value.

What are the main challenges in adopting Blue Ocean
Strategy?

Challenges include organizational resistance to change, difficulty in identifying new market spaces,
and the need for a cultural shift towards innovation and risk-taking.

Is Blue Ocean Strategy suitable for startups?

Yes, Blue Ocean Strategy is particularly suitable for startups as it encourages them to identify and
develop unique value propositions that can set them apart from established competitors.
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Unlock the secrets of the Blue Ocean Strategy from Harvard Business. Discover how to innovate and
create uncontested markets. Learn more now!
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