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Blue Ocean Strategy:
A New Strategic Logic of
High Profit Growth

Introduction

&
S5 Q) ale’s BCiFOTUM
BI u e - 8 J une 2011 Vaveavto da non perdsrs: il forum anmals §) inmovazion

Ocean BCIl Forum, Parma

_ Strategy Italy o4
Initiative

7
Puratos
Centre

Reliable partners in innovation




What are the elements of Blue Ocean
~ Strategy?

= Reconstructing market

Value Innovation space to create high profit
growth

D . = Accelerating change of any
Tipping Point type, including wide-
Leadership spread transformation

= Building a robust
organisation based on
commitment, harmony and
trust

Fair Process
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Value Innovation emerges from over twenty
~Yyears of research

108 New
Business Launches

Revenue
Impact

Profit
Impact

B Vvalue Improvement B Vvalue Innovation

Value improvement versus value innovation.
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High profit growth was not due to

Attractiveness of industries
Attractiveness of markets

Lots of young MBAs and smart people
Certain countries or nationalities

Big investments in high tech or M&A
New entrants or incumbents

Small companies or big companies

Private or public enterprises
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Professors Kim and Mauborgne found that

high profit growth was due to

OYER ONE MILLION COPIES SO0LD
"V

= People thinking differently
about how to make sense of
their business

= People following a new .
strategic logic ow Gt

Liichrtested Mamkel Sopara

A itakeE the Compatition irrelevant

W. Chan Kim"«_Renee Mauborgne

Blue Ocean Strategy has gained wide interest and acclaim
around the world.
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- Let’s look at two examples

Industry
Circus U.S. Wine
(c.1990) (c.2000)
Growth = Declining = Flat
Profitability = Declining = Low
Competitive = Strong = 1,600 wine
Context incumbent producers; top 8
: : account for 80%
= Growing public of sales

discomfort with
use of animals

Would you invest?
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Canvas of the circus industry

= ‘Strategy

© Kim & Mauborgne
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Strategy Canvas of Cirque de Soleill: “We
reinvent the circus”

CIRQUE DU SOLEIL.
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Cirque du Soleil’s Strategic Move: Eliminate,
- Reduce, Raise, Create

T

Eliminate Reduce

Animal shows Fun and humour
Star performers Thrill and danger
Aisle concession stands

Multiple arenas

Raise Create

Unique venue Theme
Multiple productions
Artistic music and dance
Refined environment
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~ Strategy canvas of U.S. wine industry

Key Elements
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’

Strategy Canvas of [yellow talil]: “A fun and
easy wine to enjoy every day”
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[yellow tail] Strategic Move: Eliminate,
- Reduce, Raise and Create

Eliminate Reduce

®* Importance of ageing * Prestige and legacy of
quality vineyard

®* Use of wine terminologies ®* Range and complexity
and distinctions

®* Above-the-line marketing

Raise Create
®* Ease of selection ®* Fun and adventure

® Easy drinking
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The litmus test of a potential Blue Ocean
- Strategy

FOCUS:
Do not diffuse your efforts across all

key factors of competition

DIVERGENT:
Sharp contrast and distinct from
the others

COMPELLING TAGLINE:
Clear message, advertising your
offering truthfully
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Unconventional strategies with high profit

growth

CIRQUE DU SOLEIL

= Founded in 1984

=  Attracted over 40 million customers;
staged in 90 cities worldwide

= Revenues exceed Ringling
Bros/Barnum & Bailey after 100
years

= Profitability increased 22-fold over
the past 10 years

= Multiple productions with different
storyline and original music score

= Pulled in adults and corporate
clients
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[ yellow tail |

Launched in US in 2001

Fastest growing brand in history of
Australian and US wine industry

No.l import wine to US, surpassing
France and Italy

No.l red wine in US out-shipping
California labels

Attracted beer, cocktail consumers



Value Innovation: Breaking the value/cost
~ trade-off

Costs
Push for sharp drop
N the industry’s cost structure
Reduce IGN
ility

rice

.
Push for quantum leap in

buyer value

Buyer Value
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Great strategies maximise opportunity and

minimise risk

Search

Scale

Business Model

Planning
Organisational

Management
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Reconstruct market boundaries
Reach beyond existing demand

Get the strategic sequence right

Focus on the big picture, not the
numbers

Overcome key organisational hurdles

Build execution into strategy

16—



Value Innovation process to reconstruct
market boundaries

Visual
A Awakening
Workshop
I

“As Is” Strategy Canvas
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The Six Paths Framework

Visual Exploration

Possible Business

High Growth
Ideas

\i\

Visual Visual Strategy
A  Exploration A Creation A
Workshop Workshop Workshop
1 1l v

“To Be” Strategy Canvas

High Growth
Winning ldeas

Noncustomer Utility
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The Three Tiers of Noncustomers
First tier - “Soon to be”

- On the edge of rket ready to jump ship
Second tier - “Refusing”

- Consciously choose against your market

Third tier - “Unexplored”
- In a market distant from yours

-_— s . —\
Your Market
=
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ERRC Grid

Eliminate




ldentify new market space by looking across
iIndustries
Shifting the focus of strategy
Alternatives

Strategic Groups
From

0
Creating

Chain of buyers/users

Competing
Within

Complementary offering ACTOSS

Functional-Emotional appeal

Time
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Focus on the big picture

® | arge Documents = Compelling big picture

® Tables/Graphs

= |[nternally inconsistent

m Strategically inconsistent

S & o §¢
& & g §
2 A §
VS Key Elements
"

® Poor Communication

= Healthy debate

~ |= Filling in boxes

N = Mobilisation of
~ |® Muddled, confused intelligence

= Disengaged people = Engagement
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Get the strategic sequence right

Buyer Utility
_ . No
Is there exceptional buyer utilit
g i’ / Rethink
Yes |
Price
-
Is your price easily accessible to the mass of NG
I)
buyers’ Rethink
Yes |
Cost
-
Can you attain your cost target to profit at your N
) -
strategic price” Rethink
Yes |
Adoption
4—
What are the adoption hurdles? Are you No
addressing them up front? Rethink
Yes |

A Viable Blue Ocean Idea
© Kim & Mauborgne
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Four Action Framework to reconstruct the
market (ERRC Grid)

— Reduce

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

y
Which of the factors that “To Be” Which factors should be
the industry takes for Strategy raised well above the
granted should be Canvas industry’s standard?

eliminated? .

Which factors should be
created that the industry
has never offered?
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Visualising Strategy

The Four Steps of Visualizing Strategy

Visual
Exploration

Visual
Awakening

Visual

Strategy
Creation

Visual
Communication

= Go into the field to "
discover adoption
hurdles for non-
customers

= Compare your
business with your
competitors’ by
drawing your “As-Is”

strategy canvas
m Observe the distinctive =

advantages of
alternative products
and services

m See where your
strategy needs to
change

m See which factors you
should eliminate, m
reduce, raise, or create
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Draw your “To-Be”
value curve based on
insights from field
observations

Get feedback on
strategy canvases from
customers,
competitors and non-
customers

Use feedback to build
the best “To-Be” future
strategy

m Distribute your before-

and-after strategic
profiles on one page
for easy comparison

Support only those
projects and
operational moves that
allow your company to
deliver the new
offerings



Why Blue Ocean Strategy matters

— From: To:

Reconstructionist View

:-;“ Make a Value Cost Trade-off Break the Value Cost Trade-off

High Differentiation or Low Cost Differentiation and Low Cost

Competitors and Customers Alternatives and Noncustomers

© Kim & Mauborgne
© Blue Ocean Strategy—Initiative Centre Ltd / Puratos Keynote —-23 -




www.blueoceanstrategy.com

2 blue ocean strategy”

Blue ocean strategy is a bestsaller across five continents
It has been published in over 4o languages and has sold
over 2 million copies.
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Latest News

Re-invigorate your approach, the Blue Ocean way Click here to subscribe

Kaleej Times, August 5, 2010 to Blue Ocean Strategy News
This article discusses how &pple, Samsung and others have defied convenbtonal wisdom to
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