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In our research and discussions, we’ve encoun-

tered six especially salient assumptions built into
managers’ mental models. We have come to think
of them as red ocean traps, because they effectively
anchor managers in red oceans—crowded market
spaces where companies engage in bloody com-
petition for market share—and prevent them from
entering blue oceans, previously unknown and
uncontested market spaces with ample potential.
The first two traps stem from assumptions about
marketing, in particular an emphasis on customer
orientation and niches; the next two from economic
lessons on technology innovation and creative de-
struction; and the final two from principles of com-
petitive strategy that regard differentiation and low
cost as mutually exclusive choices. In the following
pages, we’lllook at each trap in detail and see how it
thwarts companies’ attempts to create markets.

TRAP ONE

Seeing Market-Creating Strategies as
Customer-Oriented Approaches
Generating new demand is at the heart of market-
creating strategies. It hinges on converting non-
customers into customers, as Salesforce.com did
with its on-demand CRM software, which opened
up a new market space by winning over small and
midsize firms that had previously rejected CRM
enterprise software.

The trouble is that managers, especially those in
marketing, have been quite reasonably brought up
to believe that the customer is king. It’s all too easy
for them to assume, therefore, that market-creating
strategies are customer led, which causes them to
reflexively stick to their focus on existing customers
and how to make them happier.

This approach, howevetr, is unlikely to create new
markets. To do that, an organization needs to turn
its focus to noncustomers and why they refuse to
patronize an industry’s offering. Noncustomers, not
customers, hold the greatest insightinto the points of

pain and intimidation that limit the boundary of an
industry. A focus on existing customers, by contrast,
tends to drive organizations to come up with better
solutions for them than what competitors currently
offer—but keeps companies moored in red oceans.
Consider Sony’s launch of the Portable Reader
System (PRS) in 2006. The company’s aim was to
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Niche marketing can be
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common—to create a
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small to be sustainable despite competitive pricing.
Song flew its last flight in April 2006, just 36 months
afteritslaunch.

Successful market-creating strategies don’t fo-
cus on finer segmentation. More often, they “deseg-
ment” markets by identifying key commonalities
across buyer groups that could help generate broader
demand. Pret A Manger, a British food chain, looked
across three different prepared-lunch buyer groups:
restaurant-going professionals, fast food customers,
and the brown bag set. Although there were plenty of
differences across these groups, there were threekey
commonalities: All of them wanted a lunch thatwas
fresh and healthful, wanted it fast, and wanteditata
reasonable price. That insight helped Pret A Manger
see how it could unlock and aggregate untapped de-
mand across those groups to create a commercially
compelling new market. Its concept was to offer
Testaurant-quality sandwiches made fresh every
day from high-end ingredients, preparing themata
speed even greater than that of fast food, and deliv-
ering that experience in a sleek settingat reasonable
prices. Today, nearly 30 years o1, Pret A Manger con-
tinues to enjoy robust profitable growthin thenew
market space it established.
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* worry less about segmentation

« understand that market creation is not
synonymous with either technological
innovation or creative destruction

« stop focusing on premium versus
low-cost strategies

chain Starbucks and the performing arts company
Cirque du Soleil. Even when technology is heavily in-
volved, as it was with market creators Salesforce.com,
Intuit’s Quicken, or Uber, itisnot the reason that new
offerings are successful. Such products and services
succeed because they are so simple to use, fun, and
productive that people fall in love with them. The
technology that enables them essentially disappears
from buyers’ minds.

Consider the Segway Personal Transporter, which
was launched in 2001. Was it a technology innova-
tion? Sure. It was the world’s first self-balancing hu-
man transporter, and it worked well. Lean forward
and you go forward; lean back and you go back. This
engineering marvel was one of the most-talked-
about technology innovations of its time. But most
people were unwilling to pay up to $5,000 for w prod-
uct that posed difficulties in use and no=<mn._m=mm“
Where could you parkit? How would you takeitwith
you in a car? Where could you use #lwﬁms\m:ﬂ or
roads? Could you takeitona bus ora train? Although
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