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An Introduction to Blue Ocean Strategy

A What is Blue Ocean Strategy thinking?

A How does BOS differ from traditional, competitive-based strategy
frameworks?

A What are some of the key tools to apply BOS thinking?

A How does design contribute to creating a Blue Ocean?
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What Do We Mean by O6Red Oceal

e Are you facing increased competition from
domestic and international rivals?

e Do your sales reps increasingly argue they
need to offer deeper and deeper price
discounts to make sales?

e Do you try to outperform your competitors on
similar activities, only to find it is getting
more and more expensive to gain market
share?

e Do you blame slow growth on the market?

e Are mergers and acquisitions the principle
means your company sees to grow?

e |s it easier to get funding to match a strategic
move made by your competitor than it is to
get internal funding to support a strategic
move that allows you to break away from the
competition?

If you answered yes to several of these questions,

then you are operating in a red ocean mode
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Blue Ocean represents the unknown market space _A

e Rules of the game are waiting to be set
e Demand is created rather than fought over
e Opportunity for rapid and profitable growth

‘ But How???
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Sources of profitable growth

Business launch

Revenue impact

Profit impact 39% |

AM&ooso &
Value Improvements (Red Ocean)

{ Blue Ocean
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é. . So, Wh a t s Bl ue Oc e anisi,

A BOSis the result of a decade-long study of 150 strategic moves spanning
more than 30 industries over 100 years

A The aim of BOS is not to outperform the competition in the existing industry,
but to create new market space

A BOS offers reproducible methodologies and tools in pursuit of innovation

A BOS 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 through easy communication

A BOS covers both strategy formulation and strategy execution

A BOS is the simultaneous pursuit of differentiation and low cost

copyright Kim & Mauborgne
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Todayo0s Co gsediSirdatagy the Value-
Cost Trade-off

Cost leaders Differentiators

Today

Source: C. Kim, R. Mauborgne
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Value/Cost Curve of an Industry
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—
Value/Cost Curve of an Industry —

The Productivity
Frontier moves eg.
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Value/Cost Curve
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Value/Cost Curve
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Value/Cost Curve
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Who iIs this man??

Productivity is
not all
explained by
capital and
labore
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Joseph Schumpeter
1883-1950

el nnovatian
technological
change comes
from the
d&Jnternehmergeisto

13



A—
VALUE Innovation: The Cornerstone of Blue Ocean .
Strategy

il A Based on the strategy
concepts and frameworks
developed by INSEAD
Professors Chan W. Kim and
Renée Mauborgne

A A different strategic logic:
instead of focusing on
beating the competition,
focus on creating leaps in
value which open up new and
uncontested market space,
thus making the competition
irrelevant

What factors should be raised
well above what we normally
expect from the industry?

A Vvalue Innovation results in
creation of Blue Oceans
which pursue differentiation
and low cost simultaneously

What factors should be
created that the industry has
never offered before?

copyright Kim & Mauborgne
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P
Visualize your Strategy with the Strategy Canvas _—

B A Both adiagnostic and an High Criteria for Success:
action framework for building
a compelling blue ocean VFocus
strategy V Divergence

VCompelling Tagline
A Captures key factors the peliing 1ag

iIndustry currently competes
on and invests in, as well as
the offering level that buyers
receive across these key
competing factors

Relative Level
of Offering

Low
A A value curve is a graphic >N S A e A
: - o A g o o o
depiction of one co®fpgny o8 S & & s
relative performance across T & I 4 % & &
Il'ts i ndustryos factors of

competition Key factors of product, service, and delivery
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Wii

A Key players were Sony with PS2/PS2 Slimline (2000 & 2004 launches,
respectively), Microsoft with XBox360 (launched 2005) and Nintendo
with Game Cube (launched in 2001, with mediocre sales). Nintendo
wasi n a distant 3rd pl acee.

Gaming consoles a few years agoe .

A Sony and Microsoft announced their next generation consoles would
essentially be supercomputers: amazing graphics, physics chips
that mimicked real-life, ability to read high resolution DVDsé

The traditional response wou
wedre going to make a even
supercomputer, using all the great

semiconductor technology we have, even more

bell s and whistles, etjc.
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W I I ™

Value Curves in the Gaming Consoles industry
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Key Elements

lllustrative example
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I ITM

Eliminate Raise What factors
should be raised
well above what

Wii challenged the industry assumptions

Plays Movies Game Library we normally
. . expect from the
Sharing/SocialFun industry?

Simple/Intuitive

Reduce Create
~ Price Physical Movement/
Realistic Graphics « Exergaming » What factors
Consumption of Power should be

created that the
industry has
never offered
before?

Size
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Results

Buyer 60s perspective:

Al can afford this!?d

Afl1 611l wait in line to get this!?d
AfThis is a fun experience that | car
Al o6l1l 1 et my kids do it because it ¢

Ni ntendods perspective:

A Priced to increase accessibility, thanks to reduction in graphics and
power/processing requirements

A Designed to attract non-gamers
A Profit made on consoles themselves (not only software sales)

A Game developers can make games at lower cost ($5million instead of
$20million) i and Nintendo gets a licensing fee for every game sold

A Best-selling seventh generation gaming console today
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L esson learned?
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