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The global business landscape is increasingly characterized by hyper-competition, commoditization, and shrinking
profit margins—a state frequently referred to as the Red Ocean. In this environment, organizations find themselves
trapped in a zero-sum game, competing for a limited set of customers based primarily on price and incremental
improvements. To escape this cycle, strategic thinkers W. Chan Kim and Renee Mauborgne introduced the concept
of the Blue Ocean Shift. While the original Blue Ocean Strategy provided the theoretical foundation for creating
new market spaces, the Blue Ocean Shift serves as the systematic, step-by-step roadmap for practitioners to
execute this transformation.

The Core Theoretical Framework: From Strategy to Shift

A Blue Ocean Shift represents more than a mere change in product positioning; it is a fundamental reconfiguration
of the Value-Cost Frontier. In traditional strategic management (competitive strategy), companies believe they
face a trade-off between value and cost. They can either create greater value for customers at a higher cost or
create reasonable value at a lower cost. Blue Ocean Shift technicalities focus on Value Innovation—the
simultaneous pursuit of differentiation and low cost.

The Three Components of a Successful Shift

To successfully execute a shift, an organization must align three critical components. These are not merely
administrative tasks but structural requirements for organizational change:

e A Blue Ocean Perspective: Expanding the strategic horizon beyond industry boundaries to understand what
constitutes a "non-customer.”

¢ Practical Tools for Market Creation: Utilizing systematic frameworks like the Strategy Canvas and the ERRC
Grid to translate insights into a commercially viable business model.

e The Psychology of Humanness: Unlike traditional re-engineering or restructuring which often leads to fear and
resistance, the Blue Ocean Shift incorporates a humanistic process to build confidence and collective ownership
within the team.

Comparative Analysis: Red Ocean vs. Blue Ocean

Understanding the technical distinctions between these two states is vital for strategic alignment. The following
table highlights the divergent mechanics of each approach:



Feature Red Ocean Strategy (Competitive) Blue Ocean Shift (Creative)

Market Focus Compete in existing market space. Create uncontested market space.
Competition Beat the competition. Make the competition irrelevant.
Demand Exploit existing demand. Create and capture new demand.
Value-Cost Trade-off Make the value-cost trade-off. Break the value-cost trade-off.
Strategic Alignment Alignment of the whole system with Alignment of the whole system in
;Sot\r/\?tc?ogskt:, choice of differentiation OR pursuit of differentiation AND low cost.

Technical Methodology: The Five Steps of Making a Blue Ocean Shift

The transition from a crowded market to a blue ocean is executed through a rigorous five-step methodology. Each
step is designed to minimize risk and maximize the probability of identifying a high-growth market space.

Step 1: Get Started and Select the Right Scope

The first technical requirement is to define the scope of the initiative. This involves mapping the organization's
portfolio using the Pioneer-Migrator-Settler (PMS) Map. This tool categorizes business units based on their
competitive position and growth potential:

» Settlers: Businesses that offer value similar to the rest of the industry. They are the "me-too" products with low
growth prospects.

< Migrators: Businesses that offer better value than the competition but do not change the market's basic shape.

» Pioneers: Businesses that offer unprecedented value and have a mass following of customers. These are the
engines of future growth.

The technical goal of Step 1 is to identify which "Settlers" or "Migrators" are most ripe for a shift to "Pioneer" status.

Step 2: Understand the Current State of Play

Before moving to a new space, an organization must have a crystal-clear understanding of the current competitive
landscape. This is achieved through the Strategy Canvas. The horizontal axis represents the factors the industry
currently competes on (e.g., price, service, speed, features), while the vertical axis represents the level of offering
that buyers receive.

By plotting the Value Curvesof the major players, the organization can visually identify how much of their energy
is spent mimicking competitors. A technical audit of the Strategy Canvas often reveals that most companies are
nearly identical in their offerings, leading to price wars.

Step 3: Imagine Where You Could Be

Step 3 focuses on identifying the hidden pain points that buyers face. This is done through the Buyer Utility Map,
which analyzes the buyer's experience across six stages of the cycle: Purchase, Delivery, Use, Supplements,
Maintenance, and Disposal. By cross-referencing these stages with six Utility Levers(Customer Productivity,
Simplicity, Convenience, Risk, Fun &amp; Image, Environmental Friendliness), teams can pinpoint where the
industry creates obstacles for customers.

Furthermore, this step identifies the Three Tiers of Noncustomers:



1. First-Tier: "Soon-to-be" noncustomers who are on the edge of your market, waiting to jump ship.

2. Second-Tier: "Refusing" noncustomers who consciously choose against your market because it doesn't
meet their needs.

3. Third-Tier: "Unexplored" noncustomers who are in markets distant from yours and have never considered
your offering.

Step 4. Find How You Get There (The Six Paths Framework)

This is the engine of the Blue Ocean Shift. The Six Paths Frameworkallows managers to look across traditional
boundaries of competition to find new opportunities. These paths include:

e Path 1: Looking Across Alternative Industries: Understanding why customers choose between different
industries that serve the same purpose (e.g., Netjets looking at commercial airlines vs. private jets).

e Path 2: Looking Across Strategic Groups: Examining the different tiers within an industry (e.g., luxury vs.
economy).

¢ Path 3: Looking Across the Chain of Buyers: Shifting focus from the purchaser to the influencer or the end-
user.

¢ Path 4: Looking Across Complementary Product and Service Offerings: Identifying what happens before,
during, and after your product is used.

e Path 5: Looking Across Functional or Emotional Appeal: Shifting the industry's focus from purely functional
(price/utility) to emotional (feeling/experience) or vice versa.

e Path 6: Looking Across Time: Identifying external trends that will fundamentally change the value of the
industry in the future.

Step 5. Make Your Move

The final step involves the technical selection of the Blue Ocean Move. Using the ERRC Grid (Eliminate-Reduce-
Raise-Create), the team develops a new Value Curve that is distinct from the industry standard. This grid forces
the organization to make difficult trade-offs:



Quadrant Technical Objective Impact on Business Model

Eliminate Which factors that the industry has Reduces cost structure and
long competed on should be complexity.
eliminated?

Reduce Which factors should be reduced well Optimizes resources and lowers
below the industry’s standard? overhead.

Raise Which factors should be raised well Increases value for the target
above the industry’s standard? customer.

Create Which factors should be created that Generates entirely new demand.

the industry has never offered?

The Role of '"Humanness' in Strategic Execution

A technical failure in most strategic frameworks is the lack of consideration for human psychology. The Blue Ocean
Shift addresses this through three specific mechanisms:

Atomization

The process of breaking down the daunting challenge of a market shift into small, manageable "atoms." This
prevents the team from feeling overwhelmed by the scale of change required. Each step of the 5-step process is an
atom that builds toward the final goal.

Firsthand Discovery

In a Blue Ocean Shift, managers are not allowed to outsource their strategy to consultants. They must go into the
field and see the customer's pain points themselves. This firsthand discoverycreates a level of conviction and
insight that a PowerPoint presentation cannot replicate.

Fair Process

The framework utilizes the three E's of fair process: Engagement, Explanation, and Expectation Clarity. By
involving people in the decisions that affect them, the organization builds the voluntary cooperationnecessary to
execute a radically new strategy without the friction typically associated with top-down mandates.

Case Study Analysis: Implementing Blue Ocean Mechanics

To illustrate the technical efficacy of these tools, we can analyze the shift made by various organizations that
successfully broke the value-cost trade-off.

Example: The Case of Group SEB and the Actifry

The French appliance maker Group SEB faced a declining market for traditional deep fryers. By applying the Six
Paths Framework(specifically Path 4. Complementary Offerings and Path 5: Functional-Emotional Appeal), they
identified two major pain points: the health risks of frying and the difficulty of disposing of used oil.

By utilizing the ERRC Grid, they:1. Eliminated: The need for large amounts of oil (reducing it to just one
tablespoon).2. Reduced: The danger of hot oil splashes and the smell of frying.3. Raised: Ease of cleaning.4.
Created: A new category of healthy, convenient frying (the Actifry).

The result was a Value Innovationthat allowed them to charge a premium price while significantly lowering the



"cost of use" for the consumer, creating a blue ocean in a previously stagnant category.

Operationalizing the Shift: Technical Checklist for Leadership

For organizations ready to initiate a Blue Ocean Shift, the following technical checklist serves as an operational
guide:

1. Team Selection: Assemble a cross-functional team of 10-15 people. Ensure diverse representation from
sales, R&amp;D, finance, and operations.

2. Constraint Mapping: Explicitly list the industry's "taken-for-granted" assumptions that your team will commit
to challenging.

3. Resource Realignment: According to the PMS map results, shift human and financial capital from "Settler"
projects to support the development of "Pioneer" offerings.

4. Communication Protocol: Use the Fair Process model to communicate the why behind the shift to the entire
organization to mitigate the fear of the unknown.

5. Visual Measurement: Use the Strategy Canvas as the primary metric for success during the ideation phase.
If the new curve is not significantly divergent from the competition, the strategy is not yet a Blue Ocean.

Future Implications and Market Evolution

The Blue Ocean Shift is not a one-time event but a continuous capability. As markets evolve, yesterday's blue
ocean eventually becomes today's red ocean as competitors enter the space and replicate the Value Curve.
Technical strategic management requires a rhythmic reassessment of the PMS Map every 2-3 years.

In the digital age, the speed of this cycle is accelerating. The integration of Artificial Intelligence (Al) and Big

Data Analyticscan now be used as technical enablers for Path 6 (Looking Across Time), allowing firms to
anticipate shifts in buyer utility before they become obvious to the broader market. However, the core principles of
the Blue Ocean Shift—Value Innovation, noncustomer focus, and the psychology of humanness—remain the
essential components for any organization seeking sustainable, high-growth results in an increasingly crowded
world.

By systematically applying these tools, organizations move beyond competing to creating, shifting their focus from
winning a share of a shrinking pie to creating a new, larger pie that benefits the company, its employees, and its
customers simultaneously.
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