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The Idea in Brief 

• When the market in which you compete gets  overcrowded, 
innovating is the only way to break free from the pack 

• Value innovators create products or services for which there 
are no direct competitors—and use those offerings to stake 
out and dominate new market spaces. They don’t possess 
special vision or prescience; rather, they look across the 
conventional boundaries of competition for opportunities to 
provide breakthrough value for customers. 
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A systematic approach to value innovation can help companies 
break free from the competitive pack 



Look Across Strategic Groups 

Strategic groups are clusters of companies within an industry that all pursue a similar 
strategy, such as offering low prices or a glamorous image for consumers. Most 
companies try to enhance their competitive position within a strategic group. To 
create a new market space, identify factors that determine buyers’ decisions to trade 
up or down from one group to another. 

 

Example: 

Sony created a whole new market: personal portable stereos. Its Walkman combined 
the virtues of products created by two strategic groups: manufacturers of boom boxes, 
characterized by great acoustics and “cool” image, and makers of transistor radios, 
valued for their low prices and convenient size and weight. The Walkman grabbed 
market share from the two strategic groups, and attracted new groups of customers, 
such as joggers and commuters 
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The value curve—a graphic depiction of the way a company or an industry configures 
its offering to customers—is a powerful  tool for creating new market space. It is 
drawn by plotting the performance of the offering relative to other alternatives along  
the key success factors that define competition in the industry or category.  

The Value Curve Tool 
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The key to discovering a new value curve lies in asking four basic questions: 
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Look Across Chain of Buyers 

Instead of targeting a single obvious customer group, target other customers involved 
in the buying decision. Overlooked buyer groups value different features than target 
customers, suggesting fresh innovation opportunities. 

 

Example: 

While other on-line financial-information providers served brokerage IT managers, 
Bloomberg began serving traders and analysts.  Bloomberg designed a system to offer 
these neglected buyers tools for accessing and immediately acting on financial 
information. The system included keyboards labeled with familiar financial terms, 
press-of-a-button analytic capability, and dual monitors for multitasking. The system 
also improved the quality of traders’ personal lives—providing purchasing services 
that enabled overworked traders to buy flowers, clothing, and jewelry during trading 
lulls that occurred during the workday. 
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Look Across Complementary Products 
and Services 

Seek untapped value hidden in other industries’ offerings that affect your offerings’ 
value. Define the total solution buyers seek when choosing a product or service—
including what they do before, during, and after using your product. 

 

Example: 

With their blockbuster superstores, Borders Books & Music and Barnes & Noble 
transformed their product from books to the pleasure of reading. Coffee bars, wide 
aisles, and comfy armchairs invite people to linger. Book-savvy staff help customers 
make selections. And late-night closing times provide evenings of quiet reading away 
from harried home fronts. 
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