THE FALLACY

OF INDUSTRY

BOUNDARIES
As industry boundaries crumble, companies must transform the way they think about competition.
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The Changing Buyer-Supplier Relationship
This shift carries important implications for the
way industry incumbents deal with suppliers.
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With the market placing a growing pre-

41

Competition, Redefined
As traditional industry boundaries erode, companies are unexpectedly finding themselves
in fierce competition with unlikely rivals. Opportunities are arising across industry boundaries rather than within them. The most creative
and aggressive companies are exploiting these
potential markets, transforming the landscape
by creating new ecosystems. The dominant
ecosystems of the future will likely consist of
networks of organizations stretching across
several different industries, and they will compete with similar networks spread across still
other industries.
Conventionally, we have defined industry

If we take our analysis a step further and ask
which products or services fill the same purpose
(in different forms), we will find even more alternatives. Revisiting one of our previous examples,
assume airline customers are traveling in order
to attend a meeting. In that case, a company
that provides an online meetings service (i.e.,
WebEx) might persuade them instead to use
web-based technology for a virtual meeting.
In a similar vein, if movie patrons are merely looking for a leisurely way to kill a couple of

Rather than ask: “Who are our
customers?”, ask: “Who aren’t
our customers?”

boundaries simply through the products and
services they offer: For example, the airline
industry provides air transportation from one
place to another, and movie theaters show
films. Within that framework, companies that offer the same form of product or service qualify
as competitors.

A Broader Potential Market

hours, they could perhaps just as easily be convinced to get a relaxing foot massage.
In conclusion, strategic innovators are
able to view the trend towards blurring industry boundaries as a chance to exploit new opportunities. They seek to adjust to the changing
business ecosystem alongside, and sometimes
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