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Blue Ocean Strategy Case Study: In today's highly competitive business environment,
companies are constantly seeking ways to differentiate themselves and create uncontested
market spaces. The blue ocean strategy presents a compelling approach that allows
businesses to break away from the competition and innovate in ways that create new
demand. This article explores the principles of the blue ocean strategy through a detailed
case study, examining how organizations can leverage this strategy to achieve sustainable
growth and success.

Understanding Blue Ocean Strategy

Blue Ocean Strategy, introduced by W. Chan Kim and Renée Mauborgne in their 2005 book,
emphasizes the importance of creating new market spaces that are free from competition.
The strategy contrasts with the "red ocean" paradigm, where businesses fiercely compete
within existing markets, often leading to price wars and shrinking margins. The goal of the
blue ocean strategy is to make the competition irrelevant by focusing on innovation and
value creation.

Key Principles of Blue Ocean Strategy

1. Value Innovation: The cornerstone of blue ocean strategy is value innovation, which
involves creating new value for customers while simultaneously reducing costs. This can be
achieved by:
- Identifying and eliminating factors that the industry takes for granted.
- Raising factors that are currently undervalued.
- Creating new factors that the industry has never offered.

2. Focus on the Big Picture: Instead of getting bogged down in the details, companies are
encouraged to look at the overall industry landscape. This involves mapping out the current
market and identifying potential areas for innovation.

3. Reach Beyond Existing Demand: Companies should look to attract non-customers and
create new demand. This can be done by understanding the pain points of potential
customers and addressing those needs.

4. Get the Strategic Sequence Right: Implementing a blue ocean strategy requires a logical
sequence:
- Start with buyer utility.
- Set the right price.
- Cost the target.
- Adopt the right business model.



Case Study: Cirque du Soleil

A prominent example of a successful application of blue ocean strategy is Cirque du Soleil.
Founded in 1984 by a group of street performers in Canada, Cirque du Soleil has
transformed the circus industry by redefining what a circus could be, creating a blue ocean
in the entertainment market.

Industry Analysis

Traditionally, the circus industry was characterized by high competition and declining
attendance. Traditional circuses were often seen as outdated, featuring animal acts and
clowns, and faced increasing pressure from changing consumer preferences. Cirque du
Soleil recognized that there was an opportunity to innovate by combining circus arts with
theater, music, and dance while eliminating the traditional elements that were no longer
appealing to audiences.

Value Innovation in Action

Cirque du Soleil's approach embodies the principles of value innovation:

- Elimination: The company eliminated costly elements such as animal acts and star
performers, which were not essential to the core experience they aimed to create.
- Reduction: They reduced the reliance on elaborate sets and props, focusing instead on
minimalist designs that allowed for greater flexibility and creativity.
- Raise: Cirque du Soleil raised the level of sophistication in circus performances by
incorporating high-quality production elements, original music, and compelling storytelling.
- Create: They created a unique experience that combined the thrill of circus acts with the
artistry of theater, appealing to a broader audience, including adults and families.

Reaching Beyond Existing Demand

By targeting non-customers, Cirque du Soleil attracted individuals who would not typically
attend traditional circuses. Their shows became synonymous with high culture and
entertainment, appealing to corporate clients and event planners. This focus on a new
target audience was instrumental in their success, allowing them to charge premium prices
for their performances.

Strategic Sequence and Implementation

Cirque du Soleil carefully followed the strategic sequence necessary for implementing their
blue ocean strategy:



1. Buyer Utility: The company emphasized the unique experience of their performances,
focusing on the emotional connection with the audience. They delivered value through
exceptional artistry and immersive storytelling.

2. Price: By positioning themselves as a premium entertainment option, Cirque du Soleil set
ticket prices significantly higher than traditional circuses. This pricing strategy reflected the
unique value they offered.

3. Cost: The elimination of animal acts and the focus on a smaller number of highly skilled
performers allowed Cirque du Soleil to manage costs effectively while delivering a high-
quality experience.

4. Business Model: They adopted a unique business model that included touring shows and
permanent installations, allowing them to generate multiple revenue streams.

Results and Impact

The results of Cirque du Soleil's blue ocean strategy were impressive:

- Revenue Growth: Cirque du Soleil grew rapidly, with revenues reaching over $1 billion
annually by the early 2000s.
- Market Leadership: The company became a leader in the live entertainment industry, with
performances in over 400 cities across 60 countries.
- Cultural Phenomenon: Cirque du Soleil transformed the perception of circus arts, merging
them with high culture and creating a new form of entertainment that influenced other
industries.

Lessons Learned

The Cirque du Soleil case study provides several key lessons for companies looking to
implement a blue ocean strategy:

1. Embrace Innovation: Companies must be willing to rethink traditional business models
and embrace innovation to create new value.

2. Understand Customer Needs: Identifying and understanding the needs of non-customers
can open up new market opportunities.

3. Be Willing to Take Risks: Embracing a blue ocean strategy often requires taking
calculated risks, such as eliminating established practices that may no longer serve the
business.

4. Focus on Execution: A successful blue ocean strategy requires careful execution and
alignment across all aspects of the business, from pricing to marketing.



Conclusion

The blue ocean strategy provides a framework for businesses to innovate and thrive in an
increasingly competitive landscape. The case study of Cirque du Soleil illustrates the power
of value innovation and the importance of redefining market boundaries. By focusing on
creating new demand and delivering unique experiences, businesses can achieve
sustainable growth and establish themselves as leaders in their industries. As companies
continue to navigate the complexities of the modern business world, the lessons from blue
ocean strategy will remain relevant and impactful, guiding them toward new opportunities
and success.

Frequently Asked Questions

What is a Blue Ocean Strategy?
A Blue Ocean Strategy is a business approach that focuses on creating new market spaces
('blue oceans') rather than competing in existing industries ('red oceans'). It emphasizes
innovation and value creation to make the competition irrelevant.

Can you provide an example of a successful Blue Ocean
Strategy?
One prominent example is Cirque du Soleil, which transformed the circus industry by
blending elements of theater and circus performance, attracting a new audience and
creating a unique entertainment experience.

What are the key components of a Blue Ocean
Strategy?
The key components include value innovation, creating new demand, differentiating
offerings, and focusing on untapped market spaces rather than direct competition.

How does Blue Ocean Strategy differ from traditional
competitive strategies?
Blue Ocean Strategy differs by prioritizing innovation and market creation over competition.
Traditional strategies often involve fighting for market share within established industries,
while Blue Ocean seeks to redefine the market landscape.

What tools can businesses use to implement a Blue
Ocean Strategy?
Businesses can use tools such as the Strategy Canvas, the Four Actions Framework
(Eliminate-Reduce-Raise-Create), and buyer utility mapping to identify opportunities for
value innovation.



What role does customer feedback play in a Blue Ocean
Strategy?
Customer feedback is crucial as it helps businesses understand unmet needs and
preferences, allowing them to innovate and create new offerings that resonate with target
markets.

What challenges do companies face when adopting a
Blue Ocean Strategy?
Challenges include the risk of market uncertainty, the need for organizational change,
potential resistance from stakeholders, and the difficulty in sustaining innovation over time.

How can companies measure the success of a Blue
Ocean Strategy?
Companies can measure success through metrics such as revenue growth, market share in
new segments, customer satisfaction scores, and overall profitability compared to
traditional competitors.

What industries are ripe for Blue Ocean Strategies
currently?
Industries such as healthcare, technology, and sustainable products are currently seen as
ripe for Blue Ocean Strategies, as they present opportunities for innovation and addressing
unmet customer needs.
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