Blue Ocean Strategy
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General Ideas

ABlue Oceanis an untapped market A v

* Customerinstead of competition should be the focus
Industry structure can be shaped

« Offer aquantum leap in value
« Value when utiity, price and al
* Lookfor v i

Properties of Blue Oceans:
Untapped Market Space
« Creation of demand
« Market boundaries are made up and can be changed

Analytical Tools

, there is

Strategy Canvas 4 Actions Framework 3 Properties of good strategy
«Tool for understanding what your competition i doin =4 Ways to create a new value curve
« st every property of a product in a market and rank them from low to high Fous: Reduce the focus to max 3
Eliminate: | Which factors can be eliminated? properties
«Value Curve: the curve shown when ranking al properties of a specific product/service
Reduce: | Which factors need to be reduced? Divergence: | Focus on differenciation instead of
«Blue Oceans have a Value Curve thatis drastically different from the competition Raise: Which factors need to be raised? conforming with the competition
(Vellow Tail) Create: | Which factors needs to be created? Compelling | Crafta short but compelling tagiine:
agline: ‘to communicate your incentives
«Example of a Value Curve:
‘A new product ~Yellow Tail is compared « Analyse all the them into these four categories to
create a strategy for your unique value curve
i
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of a Blue Ocean and of Strategies
Six paths for Reconstructing market boundaries Overcomming Organisational Hurdles
purpos 4 Hurdles:
« £ Comparation between cinemas and restaurants & the biggest
« Lt people experience the problems first hand
+ What are alternative industries to yours? « Meet with unsatisfed customers and listen to them
* Why do customers trade across them? .
" p . plying already have
8 2 « Improve Hot Spots = Activites with low effort and high output
Gifferent Industries: « Reduce Cold Spots = Activities with high effort and low output
Why are people buying higher priced groups? . need for
Why are othery buying lower priced ones? . . .
. ing Motivati ,
Chain of Buyers: s is buying the product git? « Let the Kingpins lead with 2 good example and show the effort publicly
Who could you target, the market does not, to get them new value? Tl reward in advancel
< before, d after your is used « Frame the challange into attainable goals
o are used in Politics « Include a Consiiere = respected senior with experience in the company
painp «Beware of Angels and Devils
i i Yourindusty compete on functi ion: Angels = peolpe who gain from the change
Appeal for buyers: Devils = peolpe wholose from the change
1ffunctional, add elements which are emotional.
If emotiona, add or subtract things to make it more functional, « Focus on the extremes. People, Acts and Actviies that have disproportionate influence
Time: Lok at trends impacting your indursty, that are irreversible and evolving in a
clear trajectory. Building Execution into Strategy
How can you use this trends in advantage to create value?
3 E-Principles of Fair Process:
E t + Involve individuals n strategic d
Focus on the Big Picture - Creating a new Strategy Canvas nesgemen e T qoaiic descisions
«Let them express their deas
. . « Encurage engagement
« Create a strategy that is  unified, clear direction and sets the company apart  Show recogmtion for expressing ideas and engaging
« Make your employees know what the strategy is
Explanation: « Explain the thinking behind the strategic descision
has b that way
1.Visual Awakening | Compare y
areas needing change. Expectation Clarity: | + Make the new rules clear and simple
. o « Communicate the standards to judge them by
2.Visual Exploration | Research alternative products and services in the market to discover new + Communlcate goals and milstanes
opportunities and decide what to eliminate, create, or adjust.
3.Visual Strategy Fair | Developa " on field insghs,
customer groups, and refine your plan accordingly. Align Value, Profit and Prople Propositions
4.Visual ¢ oldand v, 3 i
and align all efforts with the new direction.
Value Proposition: | Utilty buyers recieve from your offer minus the
price they pay
Ploneers-Migrators-Settelers-Map (PMs-Map): produce/deliver
[ Pioneers| Businesses with innovative value (blue oceans) | People Proposition: | Positve incentives for people needed to implement
| settters | Businesses who conform the industires they are in |
Mirators B b
(o] v \ Vou e lue Ocean b he . lowst
Renew Blue Oceans
Reach Beyond Exisitng Demand
Barriers of Imitation:
*Lookfor peop an industry but are Solve i, Alignment Barrier « Alignment of Value, Profit and People Propositions in
* Lok for people who refuse to get into your industry, and why they are not. differentiation and low cost
« Look for people who have nothing to do with your industry. Find ways to serve them, n does not
« Imitation involves sgnificant organisational changes
Strategic Sequence . tegy isin *brand image
+ You have customers loyal to your specific brand
Blue Ocean Criteria Buyer Utility Map pricing hard to match

1. dramatically simpler
2.more convenient
3.more productive

This sequence outlines the steps to find your strategy

v y: Check f the to | dlessrisky
customers. 5.more fun
6.fashionable
2.Price:Ensure the price is affordable for the target audience.

3.Cost: Confirm that you can achieve profitability at that price,
1. Purchase
2.Delivery
3.Use

4.Adoption: Identify and address any barriers that could
prevent market adoption.

4.Supplements.

5. Maintainance

Go through this sequence to check, if your strategy is a blue ocean. | Check, if the product makes the lives of others:

See, if you can apply one of these areas of value to the 6 Utility Levers.

Ifall answers are yes, the idea qualifies as a viable blue ocean 6.Disposal
strategy.
Purchase: | How easy is it o find, buy, and pay for the product?
Is the buying process secure and fast?
Delivery: | How quickly is the product delivered?
Is setup or costl
Use: Is the product easy to use and store?

Does it require training or have unnecessary complexity?|

Supplements: | Are extra products or services needed for it to work?
How costly, time-consuming, or inconvenient are they?

Maintenance:

Does it require upt
asy and affc

keep o upgrades?
dableis

Disposal:

Does it create waste?
low easy, safe, and inexpensive is disposal?

Create a Buyer Utility Map:
in which you

ook for the ways to make it better:

in wich way. For each of the 6 Utility Levers

1. Purchase| 2. Delivery

3.Use |a.

Strategic Pricing

= Choosing relative to

1. Identify the Price Corridor:

©Look at products that solve the same problem in a different way and
products that solve a different problem in the same way as yours
© Compare the price ranges of these proucts

2.Specify a Level within the corridor (Low-Middle-High)

© Determine how high the price can be without attracting competition
© Consider the degree of possible legal protec

The lower the protection and easier it is to immitate, the lower price.
©Place yourself strategically in the Price Corridor

Target Costing

Determine the Strategic Price.
Deduct your desired Profit Margi
Get to the Target Cost.

3 Levers to reach the Target Cost:

ion and difficulty for immitation.

ost Innovations: totreamline the

production/Delivery process?

, who h

have?

Pricing innovation: Are there other pricing models, from other

leasing, one time to subscription model)?

industries, that might be more profitable (selling to

Strategy for target costing:

«Seta strategic price
« Define a target profit

. Disposal

Customer productivity

simplicity

Convenience

Risk

Fun and image

Environmental friendliness
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B
«Partner and do streamlining & cost innovaitions
«Then do pricing innovation

g
« Patents or legal permits

Renewal:
* Blue Oceans are imited and will turn red after time
*Monitor the value curves of your industry for convergence
Make a Pioneer - Migrator - Settler (PMS) - Map
« Keep innovating, creating new products
*Master both oceans

Avoiding Red Oceans

1.Turn to noncustomrers instead of existing ones

2.8lue O middle of business

3.Don't focus on technology innovation per se. Instead innovate the value in different areas (Buyer Utility Map)

4.1ts not about being fist in a market, but creating new value
5. Focus on what you can raise, create, reduce or eliminate while reducing cost
6.Don'tjust focus on reducing cost
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