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BLUE OCEAN STRATEGY KEY PO

BOS is the result of a decatieng study of 150 strategic moves spanning more than 30 [ e o
industries over 100 years (182000). :

BOS is the simultaneous pursuit of differentiation and low cost.
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The aim of BOS is not to epérform the competition in the existing industry, but to creatg
new market space or a blue ocean, thereby making the competition irrelevant. STRATEGY

BOS offers a set of methodologies and tools to create new market space.

How to Create

While innovation has been seen as a random/experimental process where entreprene e
and spinoffs are the primary drivers as argued by Schumpeter and his followeB&0S
offers systematic and reproducible methodologies and processes in pursuit of innovatié
by both new and existing firms.

WARVARD BUSINESS 8CHOOL PRESS

BOS frameworks and tools include: strategy canvas, value curve, four actions framework,
six paths, buyer experience cycle, buyer utility map, and blue ocean idea index.

These frameworks and tools are designed to be visual in order to not only effectively build
the collective wisdom of the company but also to effectively execute a strategy through
easy communication.

BOS covers both strategy formulation and strategy execution.

The three key conceptual building blocks of BOS are: value innovation, tipping point
leadership, and fair process.

© Kim &Mauborgne 2007



RED'OCEAN VS BLUE OCEAN STRA

Red Ocean Strategy Blue Ocean Strategy

Compete in existing market space Create uncontested market space
Beat the competition Make the competition irrelevant
Exploit existing demand Create and capture new demand

Make the value-cost trade-off Break the value-cost trade-off

Align the whole system of a firm’s Align the whole system of a firm'’s
activities with its strategic choice of activities in pursuit of
differentiation or low cost differentiation and low cost

© Kim & Mauborgne



BLUE OCEAN STRATEGY SIMULATION

The six conventional boundaries of competition

Eliminate

Which of the
factors that the
industry takes for
granted should be
eliminated ?

Industry

Strategic group

Buyer group

Scope of product or service
offering

Functional-emotional
orientation of an industry

Time

Reduce

Which factors
should be reduced
well below the
industry’s
standard?

Create

‘Which factors

should be created
that the industry
has never offered?

Raise

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

hi
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The case of [yellow tail]
Eliminate e Eliminate Raise
ost Enological terminology Price versus budget
Reduce and distinctions wines
Aging qualities Retail store involvement
Above-the-line marketing
Raise
I Buyer Reduce Create
Ciodte Value Wine complexity Easy drinking
Wine range Ease of selection
g
Vineyard prestige Fun and adventure
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m A computerized strategy game illustrating
Blue Ocean Strategy concepts,
methodologies & analytical tools

m Participants work in team to manage a
fictitious company for several years in the
Game Console industry

m They are offered ways to swim out of the
red ocean filled with sharks

m The BOS theory, tools and frameworks
allows them to break away from the
competition and create a blue ocean of
new market space for their company
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SSINCLUDES A MAXIMUM OF 4 DECISION RO

Round i Round i Round
Red 1 Bluel : Blue 2

. L}
3 runs of one period each A 1 run 4 2 runs
[} |

~
7

I 2008 | 2000 | 2010 ! 2012 ! 2012 ! 2013 ! 2014 ' 2015 ! 2016 !

Each Round brings new challenges to the students

w2dzy R awSREY YIylI3ISYSyid 2F OGKSAN S
w2dzy R . fdzS mMé Y ONBIFIGAZ2Y 2F | KA
offering comprising competing factors beyond those upon which the industry
competes

w2dzy R . fdzS Hé Y NBFAYAYI OGKSAN 27
the right Strategic Price

w2dzyR a. fdzS oé Y SEGSYRAY3I GKSANJI
platforms and dealing with the presence of lgpriced new competitors



BOSS ROUND RED

BEATING COMPETITION IN
THE EXISTING MARKET




ROUND RED'FOCUSES ON THE EXISTING M

m The team objective is to compete in the Red Ocean and outperform their
competitors

m Students familiarize with the market and industry; with their organization and
Its history; with their customers & competitors
m They have access to lots of data in their Annual Report and Market Studies:

w Company and Brand P&L; Company and Brand Key Performance Indicators; Sale
Market Shares; Customer Preferences; Benchmarking Information; Market Foreca
SiOX

m Then they form a strategy and execute it through multiple decisions:

w Innovation and R&D; Corporate projects; Production; Segmentation Strategy;
Marketing; Geographical Expansion and Distribution Coverage; Finance



ROUND REDKEY LEARNING POIN

As competition is limited to existing market, the key objective is to increase
market share and gain economies of scale

The key success factors in Round Red are:

w ldentify & target most attractive consumer groups.

w Datadriven analysis based on traditional market research

w Continuously optimize products (Raise/Reduce) for fast changing customer needs
w Invest massively in marketing to build awareness and interest.

W CompEte on price Share Price Index
Company results are poor H
Pl _ P _ mnu_k s = Blue Buddies
w Only moderate increase in market - A, = wem Shiny Apples
share as competition is tough et Purple Plums

: 600
w Price pressure Yellow Bananas

400
w Low market growth

w Strong decrease in profits due to R&lI o
decreasing price, increased marketing Al e e e i

200




BOSS ROUND BLUE-1 7/
CREATING A BLUE OCEAN )?ﬁ(

Round i i Round i
: Red i ; Blue 2 :
[ 3 runs of one period each j&

i i i i i i i i i i
I 2008 | 2000 | 2000 ! 2012 ! 2012 ! 2013 ! 2014 ! 2015 ! 2016 !
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Visual A Students must draw the current industry Value
Curves, discuss the shape of all Curves and draw a
L

Awakening conclusion about t he 1 n
.
Visual A Students must read and debate the outcome of the
. Visual Exploration conducted by the Executive
Exploration T
>,

Four-Action
Framework and
ERRC Grid

A Students must decide which Competing Factors
must be Eliminated, Reduced, Raised or Created

To-Be A Students must create a Blue Ocean product,

deciding what level to offer for each of the existing
Strategy Canvas or created Competing Factors.




BLUE OCEAN STRATEGY SIMULATION

{7} Blue Ocean Strategy Simulation - 2.0.0.0 Beta 7 - Blue-Only
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BLUE OCEAN STRATEGY SIMULATION

== Red Box == Shiny Station == Purple Player Yelow Console
Very High =
DECISIONS
'To-Be' Strategy Canvases v \
Blue Ocean Decisions High -—e € © © ©
Allocated Budget \
Errors, Warnings & Highli... \
Average ——@ € € € o
Low | —e € ® \ € o
ANNUAL REPORT
ONGOING STUDIES Very Low = L= < L = € o—
BLUE OCEAN RESEARCH
Non-existent | | | | | ] |

DOCUMENTATION

CONTROL CENTER

[l Errors in decisions

2
Remaining Budget IKS-R

Price

Console Power Controller Sophistication

Graphics Sophistication  Audio Sophistication

<

s

Multimedia Add-ons

1
Simple Fun Online

Gaming
Quality of Online
Support

50SS SAMPLE CHARITSUAL AWAKENING

DRAWING THE AS STRATEGY CANVA




50SS SAMPLE CHARTSUAL AWAKENING

BLUE OCEAN STRATEGY SIMULATION

AUTOMATED FEEDBACK ONSASURVES

(%} Blue Ocean Strategy Simulation - 2.0.0.0 Beta 7 - Blue-Only E X|
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BLUE OCEAN STRATEGY SIMULATION

DECISIONS 11
ey

"To-Be' Strategy Canvases Red Box Purple Player

Blue Ocean Dedisions Correctness: 100% Correctness: 94%

Allocated Budget

Errors, Warnings & Highli...
Shiry Station Yelow Console
Correctness: 96% Correctness: 72%

Conclusion

Your As-Is Strategy Canvas is incorrect. It might not be finalized or your
understanding of the current industry is not adequate. We advise you to spend
ONGOING STUDIES more time on the analysis of available data.

ANNUAL REPORT

BLUE OCEAN RESEARCH

DOCUMENTATION

CONTROL CENTER

[l Errors in decisions I&
Remaining Budget IICS-}: (],_J k;




BLUE OCEAN STRATEGY SIMULATION

BEOSS SAMPLE CHARTSUAL EXPLORATIO

RANSCRIPT OF NONCUSTOMER INTER

{7} Blue Ocean Strategy Simulation - 2.0.0.0 Beta 7 - Blue-Only
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BLUE OCEAN STRATEGY SIMULATION

DECISIONS

ANNUAL REPORT
ONGOING STUDIES

BLUE OCEAN RESEARCH

H Potential Product Competing ...

DOCUMENTATION

CONTROL CENTER

[l Errors in decisions

Remaining Budget (KS): -58 500

|

[] Printer friendly version

Path 3: Looking across the Chain o
Round Blue-1

Visual Exploration -

This is a transcript of the conversa

Mike: | am going to start with the
that | mean where | believe the b
30% - I'm not kidding! By far the
gamers who told me horror sto
games. When they weren't doing,
week after week or shut away in t
of Blue Buddies!

These parents said that they face
“who have everything they want a

machine”, as they put it; on the other hand, how
gaming “mindlessly” when homework neede

David: | heard very much the same thj

comments, although a key theme f
rooms, and yet they wanted to be
do this, they were not goingto b

These parents were dead against the way
vi deo games can absorb
h o u r Thdy said that when their children

were supposed to be researching school

mat e r iThey were certainly not going to
exacerbate the problem by buying a video
gaming console. They felt that they had lost
control over what t he/i

L L
rol how much time was going to be spent

right, most of the people I talked to made these kinds of
at they did not really want to intrude on their teenagers in their
tral the amount of time that they spent ‘gaming’. Since they could not
2o game console.

Sally: Exactly, these parents were dead against the way video games can absorb their kids” ‘childhood hours’. They
said that when their children were supposed to be researching school material on the internet they found them
playing games on the internet. They called these games “inane”, “mindless”, “puerile” — “pushing a few buttons to
make things explode on the screen” is how they put it”. They were certainly not going to exacerbate the problem by

buying a video gaming console. They felt that they had lost control over what their children were doing.

Rick: Yes ... quite a few | spoke to either wanted their children to learn to play @ musical instrument, or their children
were learning one and they are having great difficulty getting the children to put in the minimum practice time that
their teachers were pleading for. When faced with a choice of doing scales and arpeggios and killing the zorgs, the
zorgs win out every time! Zorgs versus Mozart —come on?!

(3




BOSS SAMPLE CHAR

BLUE OCEAN STRATEGY SIMULATION

HE-ELIMINATREDUGRAISECREATE GRID

(%} Blue Ocean Strategy Simulation - 2.0.0.0 Beta 7 - Blue-Only E X|

bos You may create up to 5 "To-Be Strategy Canvases". Before drawing the Strategy Canvas of your Blue Ocean offering, you
are encouraged to draw and debate the Strategy Canvas for each of the three Paths examined in the Visual Exploration.

BLUE OCEAN STRATEGY SIMULATION

You may drag and drop Competing Factors in the boxes below to Eliminate, Reduce or Raise these factors. To Create a
new factor, click on '+

DECISIONS

B 'AsIs' Strategy Canvas Key Competiting Factors

-~ & Sophistication of Gaming Experien

H Blue Ocean Decisions

B Allocated Budget

B Errors, Warnings & Highli...

Eliminate Raise
| A Mutimedia Add-ons .| & Number of Possible Players
= .. | & Simplicty and Ease of Starting Gar
£ 1] | >
ANNUAL REFORT
ONGOING STUDIES Reduce \ Create
1y | € Price *. | A Exer-gaming / Exer-tainment

BLUE OCEAN RESEARCH

£ Graphics Sophistication i Playing familiar games
£ Controller Sophistication
A& Audio Sophistication

& Quality of Online Support

- Simple Fun Online Gaming

DOCUMENTATION

CONTROL CENTER

[l Errors in decisions

Remaining Budget :K&I: < g} k;

B




BLUE OCEAN STRATEGY SIMULATION

bos

BLUE OCEAN STRATEGY SIMULATION

DECISIONS

== Average
B 'As Is’ Strategy Canvas
= e sy o [
H  Blue Ocean Decisions
B Allocated Budget )
High -
B Errors, Warnings & Highli...
\ / =
Average -| V / .%_07
Low —/ﬂ
ANNUAL REPORT
ONGOING STUDIES
Very Low <
BLUE OCEAN RESEARCH
DOCUMENTATION Non-existent | | | | | | | ! ! I =
Multimedia Audio Quality of Online Ease Starting S
CONTROL CENTER Add-ons Sophistication Support Console Powier Gaming Familar Games
) Controler Graphics Simple Fun i
Price Sophistication ~ Sophistication  Online Gaming No Of Players  Exer-Gaming
Il Errors in decisions |@
Remaining Budget (KS): _68 500 (J,_J L; I<

{5} Blue Ocean Strategy Simulation - 2.0.0.0 Beta 7 - Blue-Only

You may create up to 5 "To-Be Strategy Canvases". Before drawing the Strategy Canvas of your Blue Ocean offering, you
are encouraged to draw and debate the Strategy Canvas for each of the three Paths examined in the Visual Exploration.

To modify the Value Curve, click an the blue hine in the legend just below and then move the dots. When you are finished,

click anywhere to review the final result.

e COMBINATION PATHS 1 5]

BOSS SAMPLE CHAR

TOBE STRATEGY CANV/




ROUND BLUEKEY LEARNING POIN

m The Six Paths reveals ways to reconstruct boundaries and open up avenues

noncustomers which, if followed, allow an organization to create and capture
new demand.

m Searching for commonalities across noncustomer types allows organizations
see how to collapse Strategy Canvases and capture a far greater share of

noncustomers than would creating a strategic offering for a single large type
noncustomers.

m By reconstructing market boundaries and focusing on the 4 Action Framewo
of Eliminating, Reducing, Raising and Creating, organizations are able to
achieve differentiatiorandlow cost¢ these are no longer tradeoffs.



BOSS ROUND BLUE-2

REFINING THE BLUE OCEAN AND
SETTING THE STRATEGIC PRICE

i Round i Round i
i Red ] Bluel |
i 3 runs of one period each  1run A&




S TUBENTS ARE COACHED BY THEIR PROFESS
BOSHIRROVIDES THEM WITH AUTOMATED FEEL

/Your Blue Ocean offering includes the competing \
factor nMuionsi medi a Add
Your Blue Ocean offering is att| Although this factor has appealed to some
Exploration. especially those id) - noncustomers, it provides low additional value to
Your Blue Ocean offering includ - tha 55t majority of noncustomers.

This factor has appealed to a la . . .
requirements of the market alon  AS a result, you lost some margin without creating

additional sales. /

Your Blue Ocean offering includ
Graphics Sophistication, Simplic
These factors have appealed to a large propa
disapointed the market along these factors

- However, it seems that your product has
ave failed to generate higher sales volume.

Your Blue Ocean offering includes the co
Rechargeable battenies, Ahility to leave
Although these factors have appealed
majonty of noncustomers. As a res

s "Ability to control gaming habits, Pleasant Design,
r others in the house".

noncustomers, they provide low additional value to the vast
lost some margin without creating additional sales.

Your Blue Ocean offering includes fhe competing factor "Multimedia Add-ons”.
It appears that this factor does not provide any value to noncustomers. As a result, you lost some margin
without creating additional sales.

You have created too many factors or have exceeded the market requirements when designing your Blue Ocean.
Thus, you have lost margin. Your resulting net profit is not the hallmark of a Blue Ocean strategic move.



ROUND BLUEKEY LEARNING POIN

All learning points of Round BHiestill apply, plus :

In reality,organizations may not get the Strategy Canvas right the first time
RdzS (02 0KS UNIRAGAZ2YIE LN OGAOS 27
their offering level along the traditional factors of competition.
Theimportance of Strategic pricing and the price corridor of the mass

highlighted. It ixcrucial to sethe right strategic price at the first moment of
market entry to capture the mass of buyers.

There aranany cases where the failure to price strategically has led to
demand remaining lockedand a lack of pressure on new entrants and
competitorsc egthe first mobile phones, the-Kox.

Organizations will traditionally price too higiwhen they have an innovation
of any sort believing that their innovation has created a differentiation desire
in the market



