
 
  

Charting Blue Ocean Strategy 

Idea In Short

The recommendation is straightforward: stop competing for the same customers your rivals
already fight over and build a market where you have none. Blue Ocean strategy, developed
by professors W. Chan Kim and Renee Mauborgne, gives leadership teams a repeatable
method for doing exactly that. It rests on value innovation, the simultaneous pursuit of
differentiation and low cost and it is operationalized through two tools: the Four Actions
Framework and the Strategy Canvas. Executives who apply these tools systematically can
identify which industry factors to eliminate, reduce, raise or create, then test and scale the
resulting offer. The payoff is a business that grows by expanding demand rather than by
taking share, with pricing power and lower competitive risk built into the model from the
start.

Markets that once rewarded incremental improvement now punish it. When every
competitor in an industry chases the same customers with marginally better features,
margins compress and growth slows, regardless of how well a company executes. Blue
Ocean strategy, developed by professors W. Chan Kim and Renee Mauborgne, offers a
different premise: instead of fighting harder for existing demand, a company can create
demand that did not exist before. This article sets out the core principles of Blue Ocean
strategy and walks through how the framework's tools are applied in practice.

Understanding Blue Ocean Strategy

Blue Ocean strategy shifts the strategic question from how to beat competitors to how to
make competition irrelevant. Traditional competitive strategy, often described as a red
ocean approach, treats market demand as fixed and asks a company to capture a larger
slice of it than rivals do. Blue Ocean strategy instead asks how a company can expand the
size of the market itself, creating a leap in value for buyers and for the business at the same
time. Kim and Mauborgne describe the distinction directly.

In blue oceans, demand is created rather than fought over. There is ample
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opportunity for growth that is both profitable and rapid

Red oceans, by contrast, are industries where the rules of competition are already known
and the space is crowded.1 As more entrants pile into a red ocean, products increasingly
resemble each other, prospects for profit and growth narrow and competition turns brutal.
The mechanism that moves a company out of that water is value innovation, the deliberate
pursuit of differentiation and low cost together rather than as a trade-off. This requires
looking past the boundaries an industry currently draws around its product or market and
asking what buyers actually value, both today and in the future.

Three elements support this approach in practice. Value innovation is the creative core,
since it forces a company to look beyond existing demand and identify attributes buyers
have not yet been offered. Strategic frameworks, chiefly the Four Actions Framework and
the Strategy Canvas, give that creative work a repeatable structure rather than leaving it to
inspiration. Co-creation with stakeholders, including customers, functional experts and even
non-customers, surfaces unmet needs that internal teams alone tend to miss. Each element
depends on the others; value innovation without a structured process rarely survives
contact with a real budget cycle.

The Business Case for Value Innovation

The case for pursuing a blue ocean rather than defending a position in a red one rests on
four related advantages and each compounds over time rather than acting in isolation.

Uncontested market space

A company that identifies and meets a need no one else has addressed becomes the sole
occupant of that space, at least initially. It does not need to take share from an incumbent,
because there is no incumbent to take share from. Growth comes from attracting previously
unserved customers rather than from a zero-sum fight, which removes a whole category of
barriers that new entrants normally face. This is the structural reason blue ocean pioneers
often scale faster than red ocean challengers.

Lower business uncertainty
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Red ocean competitors must constantly watch and counter rivals who can change pricing,
launch new features or form alliances at any time. A blue ocean pioneer, having no direct
rival yet, can direct its full attention toward understanding customer demand rather than
defending against competitive moves. This does not eliminate business risk, since customer
adoption of an unfamiliar offer is itself uncertain, but it removes the specific uncertainty
caused by an active, adaptive competitor.

Pricing power and margin

In a saturated market, abundant substitutes cap what any single company can charge, since
customers will simply switch if prices rise. A company that is the only provider of a
genuinely new value proposition does not face that ceiling, at least until imitators arrive.
Combined with a cost structure optimized through the elimination of low-value factors, this
pricing freedom is what allows blue ocean companies to post unusually high margins even
while scaling quickly.

Growth through expanding demand

Rather than dividing a fixed market, value innovation grows the market itself by converting
non-customers into customers. A company that addresses a previously unmet need, at a
cost structure the industry has not achieved before, pulls in buyers who were not being
served at all. That expansion compounds, since a larger customer base itself becomes a
source of the data and feedback that sharpens the next round of value innovation.

The Four Actions Framework

The Four Actions Framework is the operational core of Blue Ocean strategy and it works by
forcing four specific questions about an industry's accepted factors of competition.2
Answering all four in sequence, rather than picking one in isolation, is what produces a
genuinely new value curve instead of an incremental variation on an existing one.

The first question asks which factors an industry has long taken for granted should be
eliminated entirely, since removing them can remove the basis for competition itself. The
hotel chain CitizenM, for example, dropped the large room sizes and extensive amenities
that hotels had competed on for decades and used the resulting cost savings to offer
consistently designed, affordably priced rooms in prime locations. The second question
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asks which factors should be reduced well below the industry standard, since non-core
attributes that inflate cost without adding proportional value are the easiest source of
savings to pass on to customers. When Apple launched the iMac, it reduced processing
speed and storage capacity below what competitors offered at the time, betting correctly
that most buyers cared more about ease of use and price than raw specifications.

The third question asks which factors should be raised well above what the industry
currently offers, since this is where a company builds the core of its new value proposition.
Cirque du Soleil raised the artistic and athletic caliber of its performers far above what
traditional circuses delivered and built an entirely new category of theatrical, adult-oriented
live entertainment around that decision. The fourth question asks what the industry has
never offered at all, since genuinely new factors are what convert non-customers into
customers rather than simply making an existing offer more attractive. Netflix created an on-
demand model for watching film and television that eliminated late fees and physical store
visits altogether, a factor the video rental industry had never provided.

The Strategy Canvas and a Path to Execution

The Strategy Canvas is the visual complement to the Four Actions Framework, plotting the
key factors an industry competes on along the horizontal axis and the relative offering level
of each competitor along the vertical axis. It makes explicit what a red ocean industry's
value curve looks like today, which is the prerequisite for deliberately drawing a different
one. Kim and Mauborgne's research shows that companies willing to reshape the factors
customers value most can combine differentiation and low cost rather than treating them as
opposing goals.3

Turning a strategy canvas into an executable plan follows a sequence rather than a single
workshop. A strategic group first needs to be assembled, bringing together functional
experts, customers representing different segments and outside specialists who are not
anchored to the industry's existing assumptions. That group maps the current strategy
canvas to surface where competitors are converging and where buyers are underserved. It
then applies the Four Actions Framework questions to sketch a provisional new canvas,
tests the resulting concepts for feasibility and commercial attractiveness, refines them
based on that feedback and only then builds out the full business model, covering the value
proposition, supply chain and revenue architecture together. Execution follows, with
continuous monitoring of results against clear objectives so the plan can be adjusted as real
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customer response comes in rather than as originally forecast.

Blue Ocean Strategy in Practice

Several companies illustrate how differently value innovation can play out depending on the
industry it is applied to. Netflix, discussed above for its later streaming pivot, first disrupted
video rental through a DVD-by-mail subscription model that removed due dates and late
fees altogether.4 IKEA made quality furniture affordable by redesigning products for flat-
pack shipping and self-assembly, an approach the company's founder summarized bluntly.

We hate air

That single design principle, minimizing the empty space furniture takes up in transit, cut
logistics costs enough to fund lower retail prices without sacrificing margin.5 Early Apple,
well before the iMac example above, positioned itself as a lifestyle and design brand rather
than a specifications leader, redefining what personal computer buyers valued in the
process.

Airbnb opened up a category that did not previously exist in organized form, turning private
homes into a viable lodging alternative to hotels worldwide. The platform's growth benefited
from timing as much as from the idea itself, since it launched when the aftermath of the
financial crisis left many potential hosts receptive to extra income from spare rooms.6
Costco built a membership warehouse model that sells in bulk at thin margins but high
volume, a cost structure competitors selling through conventional retail formats could not
easily replicate. Each of these companies changed the factors its industry competed on
rather than trying to out-execute rivals within the existing rules, which is the pattern the Four
Actions Framework is designed to produce deliberately rather than by accident.

Sustaining a Blue Ocean Over Time

Identifying a blue ocean is not the end of the work, since every uncontested market space
eventually attracts imitators once its profitability becomes visible. Wikipedia's account of the
underlying research notes that the original book has gone through an expanded edition and

Think Insights  ·  thinkinsights.net -5-



two sequels precisely because the authors kept encountering companies that needed
guidance on sustaining, not just finding, a blue ocean.7 Companies that treat their initial
value innovation as a finished product, rather than a starting point, tend to watch their
advantage erode as competitors copy the visible parts of the offer.

Sustaining the position requires continuing to raise the value bar even after the market has
matured, since a static offer eventually becomes a target rather than a moat. It also requires
keeping a portfolio of secondary blue ocean ideas in development, so that when imitators do
close the gap on the first one, a company is not caught without a next move. Monitoring
shifts in customer behavior and being willing to revisit the strategy canvas periodically,
rather than only at the point of crisis, keeps the framework functioning as an ongoing
discipline. Boards and executive teams that build this review into their regular planning
cycle, rather than treating Blue Ocean strategy as a one-time exercise, are the ones most
likely to keep finding new value innovation opportunities as their original markets mature
around them.

1Blue ocean strategy
2Blue ocean strategy: definition and examples
3Blue ocean strategy explained
4Netflix's rags-to-riches story
5As long as there's human life on earth, a strong IKEA has its worth
6Why Airbnb isn't your typical technology success story
7Blue Ocean Strategy

Summary

Blue Ocean strategy replaces the zero-sum contest for existing customers with a disciplined
method for creating new ones. Value innovation, pursued through the Four Actions
Framework and the Strategy Canvas, gives leadership teams a repeatable way to
reconstruct industry boundaries rather than accept them. Companies that have applied it,
from IKEA to Cirque du Soleil to Netflix, did not out-market their competitors; they made
large parts of the existing rivalry irrelevant by changing what customers were offered and at
what cost. The approach demands rigor rather than inspiration: a structured strategic group,
an honest audit of the current strategy canvas, disciplined testing of new ideas and a
business model built to sustain the advantage. Executives who treat it as an ongoing
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practice, not a one-time exercise, are best placed to keep finding new blue oceans as
markets mature.
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