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Accolades
 Over 2 million copies sold

 Translated into over 41 foreign 

languages – a world record

 Taught as the major theory of strategy 

at leading business schools

 Gives insights to CEOs, Executives, 

Heads of State and Prime Ministers
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What is the Blue Ocean?

 High profit growth at low risk

 Industries not in existence today

 Untapped market demand

 Unknown market space
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Example: A highly 
competitive Industry

The American 

Wine Industry

http://images.google.fr/imgres?imgurl=http://www.blairstripsteel.com/map%2520north%2520america.jpg&imgrefurl=http://arte-sano.blogspot.com/2004_08_01_arte-sano_archive.html&h=423&w=700&sz=84&tbnid=IK_BjX8b51x6ZM:&tbnh=83&tbnw=138&hl=fr&start=3&prev=/images%3Fq%3Dmap%2Bamerica%26svnum%3D10%26hl%3Dfr%26lr%3D%26sa%3DG
http://images.google.fr/imgres?imgurl=http://www.visitocva.com/Wine%2520glass.jpg&imgrefurl=http://www.visitocva.com/burnley.htm&h=968&w=584&sz=25&tbnid=efuSFM6vJpQA1M:&tbnh=148&tbnw=89&hl=fr&start=2&prev=/images%3Fq%3Dglass%252Bwine%26svnum%3D10%26hl%3Dfr%26lr%3D
http://images.google.fr/imgres?imgurl=http://www.morrys.com/Wine%2520glass.JPG&imgrefurl=http://www.morrys.com/New%2520wines%2520to%2520Morry&h=236&w=200&sz=10&tbnid=zQvPARxSf7Zi7M:&tbnh=104&tbnw=88&hl=fr&start=16&prev=/images%3Fq%3Dglass%252Bwine%26svnum%3D10%26hl%3Dfr%26lr%3D
http://images.google.fr/imgres?imgurl=http://www.brushycreekvineyards.com/Wine-Glass-5.jpg&imgrefurl=http://www.brushycreekvineyards.com/legal.htm&h=304&w=300&sz=12&tbnid=yl_qA5hIpFgfTM:&tbnh=112&tbnw=110&hl=fr&start=44&prev=/images%3Fq%3Dglass%252Bwine%26start%3D40%26svnum%3D10%26hl%3Dfr%26lr%3D%26sa%3DN
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What the industry offers
Premium Wines Budget Wines

Massive Choice

Polarised 

Strategic Groups

http://images.google.co.uk/imgres?imgurl=http://images.tvnz.co.nz/tvnz_images/news2005/art_culture/wine_211205_232.jpg&imgrefurl=http://tvnz.co.nz/view/page/425823/642348&h=129&w=232&sz=7&tbnid=qCLNI9rjft7CPM:&tbnh=57&tbnw=103&hl=en&start=23&prev=/images%3Fq%3Dwine%2Bscrewtop%26start%3D20%26svnum%3D10%26hl%3Den%26lr%3D%26sa%3DN
http://images.google.co.uk/imgres?imgurl=http://www.satravelco.com/images/wine_label.jpg&imgrefurl=http://www.satravelco.com/winelands_history.php&h=272&w=220&sz=10&tbnid=VjSLa60caLUb9M:&tbnh=108&tbnw=87&hl=en&start=2&prev=/images%3Fq%3Dwine%2Blabel%26svnum%3D10%26hl%3Den%26lr%3D%26sa%3DG
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American Wine Industry
 3rd largest in world:  worth $20 billion

 Californian makes 66% - the rest is from Italy, 

France, Spain, Chile, Argentina, Australia

 Exploding number of new wines – new 

vineyards in Oregon, Washington, New York

 Customer base stagnant

 31st in the world in per capita consumption!
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American Wine Industry
 Top 8 producers had 75% of the market;  1600 

had the remaining 25%

 $ millions spent in marketing - Titanic battles –

intense competition

 Sever price pressure

 The dominant growth strategy was towards 

premium wines – more complexity, better 

image, more prestigious vineyards, number of 

medals won at wine festivals.



© Kim and Mauborgne

All rights reserved.

7

Very high

O
ff

e
ri

n
g

 L
e
v
e
l 

v
e
rs

u
s
 W

in
e
 

D
ri

n
k
e
rs

‟ 
E

x
p

e
c
ta

ti
o

n
s

High

Normal

Low

Very low

Non-

existent

Premium Wines



© Kim and Mauborgne

All rights reserved.

8

Very high

O
ff

e
ri

n
g

 L
e
v
e
l 

v
e
rs

u
s
 W

in
e
 

D
ri

n
k
e
rs

‟ 
E

x
p

e
c
ta

ti
o

n
s High

Normal

Low

Very low

Non-

existent

Premium and Budget Wines



© Kim and Mauborgne

All rights reserved.

9

What people said …
 “It is too confusing and complex”

• Wine descriptions and terminology

• The shopping experience

• The lack of clear guidance on what to buy and 

drink

 Thus, massively intimidating for 

„noncustomers‟ (the large majority of the US 

population who were not wine drinkers)  
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Yellow Tail created a Blue 
Ocean

Premium Budget
Creating

a Blue Ocean

http://images.google.co.uk/imgres?imgurl=http://images.tvnz.co.nz/tvnz_images/news2005/art_culture/wine_211205_232.jpg&imgrefurl=http://tvnz.co.nz/view/page/425823/642348&h=129&w=232&sz=7&tbnid=qCLNI9rjft7CPM:&tbnh=57&tbnw=103&hl=en&start=23&prev=/images%3Fq%3Dwine%2Bscrewtop%26start%3D20%26svnum%3D10%26hl%3Den%26lr%3D%26sa%3DN
http://images.google.co.uk/imgres?imgurl=http://www.satravelco.com/images/wine_label.jpg&imgrefurl=http://www.satravelco.com/winelands_history.php&h=272&w=220&sz=10&tbnid=VjSLa60caLUb9M:&tbnh=108&tbnw=87&hl=en&start=2&prev=/images%3Fq%3Dwine%2Blabel%26svnum%3D10%26hl%3Den%26lr%3D%26sa%3DG
http://images.google.co.uk/imgres?imgurl=http://www.sapporobeer.jp/wine/yellowtail/monitor/image/mon_e_ph01.jpg&imgrefurl=http://www.sapporobeer.jp/wine/yellowtail/monitor/&h=238&w=180&sz=14&tbnid=txQYfDOwzQ1S1M:&tbnh=104&tbnw=78&hl=en&start=2&prev=/images%3Fq%3DYellowtail%2Bwine%2B%26svnum%3D10%26hl%3Den%26lr%3D%26sa%3DG
http://images.google.co.uk/imgres?imgurl=http://winecountry.it/assets/articles/australia/yellowtail.jpg&imgrefurl=http://winecountry.it/articles/wine-history-and-culture/473&h=450&w=350&sz=42&tbnid=-maMBUFGK54fuM:&tbnh=124&tbnw=96&hl=en&start=3&prev=/images%3Fq%3DYellowtail%2Bwine%2B%26svnum%3D10%26hl%3Den%26lr%3D%26sa%3DG
http://images.google.co.uk/imgres?imgurl=http://www.jules.org.uk/images/hats/97305.jpg&imgrefurl=http://www.jules.org.uk/hats2.htm&h=504&w=383&sz=12&tbnid=7nK9OZwhRsiKoM:&tbnh=128&tbnw=97&hl=en&start=18&prev=/images%3Fq%3DAustralian%2Bhat%26svnum%3D10%26hl%3Den%26lr%3D%26sa%3DG
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Yellow Tail
 Only 2 types initially – Chardonnay and Shiraz

 Fruity, soft on palette, sweet-ish – great for those who 

had not drunk wine before

 Same bottle for red and white – low logistics costs

 Simple vibrant packaging – lower case letters/kangaroo

 Un-intimidating

 They were selling “The essence of a great land … 

Australia” – ie they were not selling the wine

 Australian clothing for the retail staff – they 

enthusiastically promoted a wine they could 

understand.
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Yellow Tail Strategy
 Eliminated: Oenological terminology and distinctions, 

Aging qualities, Above the line marketing

 Reduced:  Wine complexity, Wine range, Vineyard 

prestige

 Raised:  Price versus Budget Wines, Simplicity of 

retail store environment, Enthusiasm of Sales People

 Created:  Easy drinking, Ease of selection, Sense of 

fun and adventure
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Yellow Tail Value Curve
“The Essence of a Great Land”

Three Tests of a 

Blue Ocean Strategy:

1)  Focussed

2)  Divergent

3)  Compelling Tagline
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Results
 No 1 imported wine (outsells France and Italy) 

 Fastest growing imported wine in the history of the 

USA industry

• New consumers of wine

• Jug drinkers trade up

• Premium wine drinkers trade down

 Industry criticizes them mercilessly at first

 Now wine press blurb gives it a “best buy” for value;  

winning wine awards.
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Conventional Logic Blue Ocean Logic

Industry

Assumption

Industry conditions are 

given

Industry condition can be 

shaped.

Summary

Strategic 

Focus

Build competitive advantages 

to beat the competition.

Create a quantum leap in 

buyer value to dominate the 

market.

Customers Retain and expand the 

customer base through further 

segmentation and 

customization.

Think in terms of embracing 

customer differences.

Go for the mass of buyers 

and willingly let some 

existing customers go.  Think 

in terms of embracing key 

customer value 

commonalities.
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Conventional Logic Blue Ocean Logic

Summary

Assets &

Capabilities

Think in terms of a 

company‟s existing assets 

and capabilities.

Build on what it has.

Think free from a company‟s 

existing assets and 

capabilities.

Ask, what if we start anew?

Product/

Service

offerings

Think in terms of 

products/services offered by 

the industry.  Seek to 

maximize the value of these 

offerings.

Think in terms of buyers‟ 

solution even if that transcends 

the industry. Seek to solve 

buyers‟ major bottlenecks/chief 

compromises in using the 

products/services of the 

industry.
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What factors 

should be 

eliminated  that the 

industry has taken 

for granted?

Eliminate

What factors 

should be reduced 

well below the 

industry standard?

Reduce

What factors should 

be created that the 

industry has never 

offered?

Create

What factors 

should be raised 

well beyond the 

industry standard?

Raise

Four Actions to create a Blue 
Ocean


