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"o 'I'ue Ocean Strategy
® Jdeas, Examples, and Academic Objections

® Conclusions
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SREXSHNENCompanies competing inf well
J ined marketplaces

pha5|s on taking market share from
—— Gmpetltors

=
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e Detailed market research of existing
~— customers/markets

e Downward pressure on margins




SRVEiyAstldies Rave DEEn done to ook at
IESHEeMpEtitive Practice
WVeny worthwhile tools developed eg

Grter BCG, Ansoff, PIMS

0 Three generic strategies — Focus or
Differentiation or Low Cost
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2 Copg pnies tise well develop-éd tools to
e._ grthielr Marketing Strategy in a regular
i C|pI|ned way

___,;Gmpanles spend considerable amounts of
= money trying to understand their
customers needs and wants (Formal and

Informal Market Research)
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SHligalfCompaniesiuse the same techniques,
deger of all Companies doing the same
bidllig

SAClistomers will rarely do the “thinking” for

f‘i:‘fthe Company ie Customers do not try to
~solve a Company’s problems

~® Problems of Globalisation, Shrinking
Markets, Commoditisation

e Smaller Market Segments




Conmge nies tend to do the follawing:

SNDEIIME their Industry similarly
= S Focus on the same buyer group
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= » Focus on the same point in time
® Try to stand out in a predefined group
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o Rel__a; IVely:INew Concept:

) :inated in 2004 by 2 Professors at
EAD Paris

*haIIenges but does not replace existing
=Z 'thlnklng

' Tiools and techniques still being developed
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Blue Ueeelgf Strzjtee) 7

SNEELE Your own market — hence define It
2l draeminate;it.

2 4 st elteén cited example — e-Bay
= -oes Aot have to be technology driven
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= OIOften based on understanding non-
customers




-

Mot & Growth Consequence‘_pff“ —
Creating®Blue Oceans —

Business Laun

61 %

Launches within Red Oceans Launches for creating Blue Oceans




SIENOCEan Stirategy Werksnop™
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ALtorrie bile Computer Movie Theatre

DrdlModel T |CTR Nickelodeon

ékal Motors | IBM Palace Theatres

¥ i
2y

~ [Made in Japan |Apple Multiplex

Chrysler Minivan |Dell Megaplex
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Select ny 3 of these companles and discuss:
r\rf they ieally’ Blue Ocean Strategies?
MIiES0) prioduce a Strategy Canvas

' “not — explain why not

a—

Be prepared to present your conclusions.
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The Corfierstone of Bltie Ocean Strategy

1 Costs

Value
Innovation

ﬁ Buyer Value

The Simultaneous Pursuit of Differentiation and Low Cost




Red PrEaNASIEIUe'0OGean Stratey.

Red c. . | Blue Ocean Strategy

..

Competes in ¢ Created uncontested market
= space

Make the competition irrelevant

Create and capture new demand

Break the value-cost trade-off

Align the whole system of a
firm’s activities in pursuit of
differentiation and low cost
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Sielements of blue Ocezhi




The Foug ACtOnS Frelmle o s

SViIE of theliactors that the indLTstry
F’J' 350K granted! should be eliminated ?

0 \/__\ |ch fiactors should be reduced well
=elow: the industry’s standard ?

“» WhICh factors should be raised above the
Industry’s standard ?

o \Which factors should be created that the
Industry has never offered ?
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Floy torstfiielic.
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SNNOOREECIOSS alternative industries

NGOk across strategic groups within
IELSEHES

—
—= —_—

= HI00k across the chain of buyers

e e

b - =
-

= % look across complementary product and
Service offerings

® [ 0ok across functional or emotional appeal
to buyers

® | ook across time




arofprioduct or
grvice offering

I_=L'|nctional -
Emotional
orientation

Time

.. “Bllié Ocean Creation

é

é
é

é

Looks across alternative
industries

Looks across strategic
groups within Industry

Redefines the industry
buyer group

Looks across to
complementary product
and service offerings

Rethinks the
functional — emotional
orientation of its
industry

Participates in shaping
external trends over
time
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Mesican melidld=Cerie e
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SEePIEM off Retail' Sales of Cement to low-
[IEOMIE CUStomers
J He rlmonlo IHoy
= -ased on tanda

O'Cultural Innovation
® Creation of an entirely new market
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SRhEEhnicall Assistance
S port jier Education — Buildings

P . e b,

| 2100 for DIY Homebuilders
' uaranteed Quality

—
i
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== Free Secure Storage
® Prices Frozen for 70 weeks




aVings:ior Cemexass

crm eUt one dlstrlbutlon tler
0& [erfinventory costs
Hoother production runs
uaranteed sales — lower capital costs
. Blg drop In customer defaults
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Patrirnonler FloV="rHastcs
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SF6NINEEase Inisales of cement to low
mve iamilies

p05|t|oned Cement to embrace Social

_,J 2 tatus and Success with: Accessibility
0 Not Jowest cost in market
~® Operates in 15 States in Mexico

e Similar operations to be instituted in
Overseas Markets




SIENOCEan Stirategy Werksnop™

SWATCH

= Was Swatch’s creation a Blue Ocean
= Strategy?
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IMENSIX Paths, Eriamework®

HOOKIECIOSS alternative Tndustries
Jokacross strategic groups within industries
{60k across the chain of buyers

_ K dCross complementary product and
* Service offerings

. Look across functional or emotional appeal to
DUYErS

L00k across time
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PENOLIIT Steps of Visualising

1 e -

—  eSee-where your
- = = strategy needs to

- change.
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OUIE Steps of Visualising

e Go into the field to
explore the six
paths to creating
blue oceans.

-!'o-ﬁee:wﬁere your e Observe the

| —_—
i
.F_"

= -'j-:-_i?.'-strétegy needs to distinctive

= | change. advantages of
{ alternative
products and
services.

e See which factors
you should
eliminate, create or
change.
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QU Steps of Visualising

gy -
'(m 2. Visual Exploratlon—?v;sual Strategy
Fair

e Go into the field to e Draw your “to be”
explore the six strategy canvas
paths to creating based on insights
blue oceans. from field

observations.

=

-~ = strategy needs to distinctive alternative strategy

,: ‘-'i'S'ée:where your o Observe the o Get feedback on

= ~_change. advantages of canvases from
{ alternative customers,
products and competitors’
services. customers and
non-customers.

e See which factors e Use feedback to
you should build the best “to
eliminate, create or be” future strategy.
change.




QU Steps of Visualising

gy
'(m 2. Visual Exploratlon—?v;sual Strategy
Fair

e Go into the field to e Draw your “to be”
explore the six strategy canvas
paths to creating based on insights
blue oceans. from field

observations.

e Observe the e Get feedback on
distinctive alternative strategy
advantages of canvases from

=

-~ = strategy needs to

,: ‘-'i'SEse:where your

=~ . —-Change.

alternative
products and
services.

e See which factors

you should

eliminate, create or

change.

customers,
competitors’
customers and
non-customers.

Use feedback to

build the best “to

be” future strategy.

4. Visual
Communication

e Distribute your
before-and-after
strategic profiles
on one page for
easy comparison.

e Support only those
projects and
operational moves
that allow your
company to close
gaps to actualise
the new strategy.




IMERIoneer — Migration — Settier s

eV5S) Map
SPIONEE r = ofiier'exceptional ;élue

= blue oceans
='major potential growth

R

= ;__FZ{- - offer improved value

——— - not innovative
= - “purple” oceans

: OSéttIers - existing me too businesses
- red ocean
- limited growth, but profitable
- cash generating




IHETSHIErS of Noncustemers

Second
Tier

Market

First Tier: “Soon-to-be” noncustomers who are on the edge of your market,
waiting to jump ship.

SecondkTier: “Refusing” noncustomers who consciously choose against your
market.

Third Tier: “Unexplored” noncustomers who are in markets distant from yours.
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limitation Barriers to Blue Oceant

HEhegy -

B JVEJJ}J@. Iy novatlon does not make sense to a cg-r;ﬂ;ny’s conventional
ogic.

SBIIENOCERM Striategy may conflict with other companies” brand image.

o J\ijrl .aI menopoly: The market cannot often support a second
playER

SEPatents or legal permits block imitation.

== = Jgh volume: leads to rapid cost advantage for the value innovator,
*:-:.:- -decouragmg followers from entering the market.

= o Network externalities discourage imitation.

~ & Tmitation often requires significant political, operational and cultural
changes.

e Companies that value-innovate earn brand buzz and a loyal
customer following that tends to shun imitators.

R




IErSTiategy . Canvas s

* “Identify the principal factors in the industry
° Current state of play.

o Identify yours and competitors offerings.

e  “Apparent” success factors in product, service, perception and
delivery.




IMENOUT Actions: Framework

— _ Reduce

should be reduced
well below the
industry’s standard?

== '_Eliminate Create
Nhich of the factors Which factors

__t “that the industry should be created

Shoyld be has never offered?
eliminated?

I

Raise
Which factors
should be raised
well above the
industry’s standard?




seidemic Objections to Blue @Ocean.

: - OUtcomes

PREN0K of " Blue Ocean Strategy” iS itself positioned in
gRREE Ocean !

S BBlIgh! strategic change must be directed from the top,
JENUINE InNovation: often comes from below.

SRIE prescriptive frameworks may stifle creativity,
B GIVErSILy, openness and experimentation.
== % all senior executives in a competitive industry all
= agttend the same BOS course — will they all come up with
the same "Red Ocean”?!

e Relatively few documented success stories of companies
that applied the BOS theories, despite original
publication of “Value Innovation” in 1997.

¢ Brand and communication are taken for granted.




ille ObJectlons to Blue @cean.

gy Researeh

. NQ_O groups Used in' research.

SN B GLiantification of how many companies trying
2l ns railed.

=" | '*xamples selected all tell a “winning story”.

_..

-i‘_:l'_f‘-Tlpplng point leadership™ example from New
- York (crime) was not unique.

e Authors select winning innovations, and then
retrospectively interpret through "BOS lenses”.




pEmulationiprinciples
E160) Jrrlch arket beundaries
OCLIS Of] rrr blg picture;, not the numbers
1C1) € Jr‘\/C il existing demand
'£ e85 ateglc seqguence right

;—Executlon principles
= Overcome key organisational hurdles
Build execution into strategy

Risk factor each principle attenuates
\ Search risk

< Planning; risk

{ Scale risk

\ Business model risk

Risk factor each principle attenuates
A, Organisational risk
J Management risk




IEsSeguence of Blue Ocean Strategyass

Buyer utility

Is there exceptional buyer utility in your
business idea? No - rethink

yes

A 4

Price

Is your price easily accessible to the mass of
buyers? No - rethink

yes

\ 4

Cost

Can you attain your cost target to profit at
your strategic price? No - rethink

yes

\ 4

Adoption

What are the adoption hurdles in actualising
your business idea? Are you addressing
them up front? No - rethink

yes

A Commercially Viable
Blue Ocean Idea




Corclusiegs ==

SBIUENOcEan Strategy IS not a panacéa for
rJH gompanies Problems

_J_ _ plementat|on must be directed from the
= fop
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“® May not play on existing Core
Competencies

e Definitely worth devotion of some Senior
Management Time

="
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“”Jl € Ocean Strategy~ by W. Chan Kim
rJJ’_f“ ReEnee Mauborgne (Harvard Business
'§s)
= Cemex Case Study — Kris Herbst —
== Changemakers net

® 3.a.young@warwick.ac.uk
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