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Introduction

In today's fiercely competitive market, businesses constantly seek innovative strategies
to achieve sustainable growth and profitability. One such approach that has gained
significant traction is the Blue Ocean Strategy. Coined by W. Chan Kim and Renée
Mauborgne, this concept challenges traditional competitive thinking and advocates
creating "blue oceans" of uncontested market space rather than battling in "red oceans"
of existing markets. This training module delves into the core principles of the Blue
Ocean Strategy, its tools, and its practical applications.

Module Objectives

Upon completing this module, you will be able to:
¢ Understand the fundamental concepts of the Blue Ocean Strategy.
+ Differentiate between red and blue oceans.
e Applythe tools and frameworks of the Blue Ocean Strategy.
¢ Identify opportunities to create blue oceans in various industries.

¢ Develop strategies to unlock new market spaces.
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Module Outline

Lesson 1: Introduction to Blue Ocean Strategy

e Whatis Blue Ocean Strategy?

¢ Red Oceansvs. Blue Oceans

e The Need for Blue Ocean Strategy
Lesson 2: Tools and Frameworks

e The Strategy Canvas

e The Four Actions Framework

e The Eliminate-Reduce-Raise-Create Grid
Lesson 3: Formulating Blue Ocean Strategy

e Reconstructing Market Boundaries

¢ Focusing on the Big Picture, Not the Numbers

¢ Reaching Beyond Existing Demand

o Getting the Strategic Sequence Right
Lesson 4: Sustaining Blue Ocean Strategy

e Renewal of Blue Oceans

e Barriers to Imitation
Lesson 5: Examples of Blue Ocean Strategy

e Case studies of successful blue ocean initiatives across industries
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Lesson 1: Introduction to Blue Ocean Strategy

What is Blue Ocean Strategy?

Blue Ocean Strategy is about creating new market spaces where competition is
irrelevant. It's about breaking away from the traditional "red ocean" mindset of
competing in existing markets, where companies fight over a shrinking profit pool.
Instead, it encourages businesses to venture into "blue oceans" of untapped potential,
where they can create and capture new demand.

Red Oceans vs. Blue Oceans

o Red Oceans: Represent all the industries in existence today — the known market
space. In red oceans, industry boundaries are defined and accepted, and the
competitive rules of the game are well understood. Companies try to outperform
their rivals to grab a greater share of existing demand. As the market space gets
crowded, prospects for profits and growth reduce. Products become
commodities, and cutthroat competition turns the ocean bloody red.

¢« Blue Oceans: Denote all the industries not in existence today — the unknown
market space, untainted by competition. In blue oceans, demand is created
rather than fought over. There is ample opportunity for growth that is both
profitable and rapid. In blue oceans, competition is irrelevant because the rules
of the game are waiting to be set.

The Need for Blue Ocean Strategy

In today's rapidly changing world, the need for Blue Ocean Strategy is more critical than
ever. Technological advancements, globalization, and increasing customer
expectations are disrupting industries and creating new opportunities. By venturing into
blue oceans, businesses can:

¢ Make competition irrelevant.
¢ Create and capture new demand.
e Achieve sustainable growth and profitability.

¢ Enhance brand image and customer loyalty.
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Lesson 2: Tools and Frameworks

To systematically create blue oceans, Kim and Mauborgne have developed several
analytical tools and frameworks:

The Strategy Canvas

The Strategy Canvas is a diagnostic tool and an action framework for building a
compelling blue ocean strategy. It serves two purposes:

e |t captures the current state of play in the known market space. This allows you
to understand where the competition is investing, the factors the industry
currently competes on in products, service, and delivery, and what customers
receive from the existing offerings on the market.

e |tdrives you to shift your strategic focus from competitors to alternatives and
from customers to noncustomers of the industry.

The Four Actions Framework

The Four Actions Framework is a tool to reconstruct buyer value elements in crafting
new value curves. To break the trade-off between differentiation and low cost, this
framework poses four key questions to challenge an industry's strategic logic and
business model:

¢ Reduce: Which factors should be reduced well below the industry's standard?
« Raise: Which factors should be raised well above the industry's standard?

o Eliminate: Which factors that the industry has long competed on should be
eliminated?

¢ Create: Which factors should be created that the industry has never offered?
The Eliminate-Reduce-Raise-Create Grid

The Eliminate-Reduce-Raise-Create (ERRC) grid is a complementary tool to the four
actions framework. It pushes companies to act on all four questions to break the trade-
off between differentiation and low cost and to create a new value curve. By prompting
companies to eliminate and reduce factors as well as raise and create, the grid provides
companies with immediate benefits.
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Lesson 3: Formulating Blue Ocean Strategy

Formulating a Blue Ocean Strategy involves several key principles:
Reconstructing Market Boundaries

Most companies define their competitive space and struggle to beat the best within that
space. Blue Ocean Strategy is not about beating the competition; it is about making the
competition irrelevant by reconstructing market boundaries. This can be done by:

¢ Looking across alternative industries.
¢ Looking across strategic groups within industries.
e Looking across the chain of buyers.
¢ Looking across complementary product and service offerings.
e Looking across functional or emotional appeal to buyers.
e Looking across time.
Focusing on the Big Picture, Not the Numbers

While numbers are essential, relying solely on them can hinder creativity and limit the
possibilities for blue ocean creation. Instead, focusing on the big picture and
understanding the overall market dynamics can lead to more innovative and disruptive
ideas.

Reaching Beyond Existing Demand

To create blue oceans, you need to look beyond existing customers and identify
noncustomers. This can be done by:

¢ Focusing on the commonalities among noncustomers.
« Identifying "refusers" who refuse to use the existing offerings.
¢ Identifying "explorers" who are exploring new possibilities.
Getting the Strategic Sequence Right
The strategic sequence of Blue Ocean Strategy involves four steps:
e Buyer Utility: Does your offering unlock exceptional utility for buyers?
e Price: Isyour price easily accessible to the mass of buyers?
e Cost: Canyou attain your cost target to profit at your strategic price?
e Adoption: Are there adoption hurdles in actualizing your business idea?
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Lesson 4: Sustaining Blue Ocean Strategy

Sustaining a blue ocean requires continuous innovation and adaptation.
Renewal of Blue Oceans

As markets evolve and new competitors emerge, blue oceans may eventually turn into
red oceans. To sustain success, companies need to continuously seek new blue ocean
opportunities and renew their strategies.

Barriers to Imitation

Creating barriers to imitation is crucial for maintaining a competitive advantage in the
blue ocean. This can be done by:

Creating a unique brand image and customer loyalty.

Developing innovative technologies and intellectual property.

Building strong relationships with suppliers and distributors.

Achieving economies of scale and cost advantages.
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Lesson 5: Examples of Blue Ocean Strategy

Numerous companies across various industries have successfully implemented Blue
Ocean Strategy to achieve remarkable growth and profitability. Some notable examples
include:

e Cirque du Soleil: Created a new form of entertainment by blending circus arts
with theatre, appealing to a broader audience and making traditional circus
competition irrelevant.

¢ Ford Model T: Revolutionized the automobile industry by offering a mass-
produced, affordable car, creating a new market of car owners.

¢ Nintendo Wii: Expanded the gaming market by targeting non-gamers with its
innovative motion controls and family-friendly games.
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Conclusion

The Blue Ocean Strategy offers a powerful framework for businesses to break free from
the constraints of traditional competition and create new market spaces. By
understanding its principles, tools, and frameworks, businesses can unlock untapped
potential, achieve sustainable growth, and shape the future of their industries.

Key Takeaways
e Blue Ocean Strategy is about creating uncontested market space.
¢ Red oceans represent existing markets with intense competition.
e Blue oceans denote untapped market potential with no competition.

o The Strategy Canvas, Four Actions Framework, and ERRC grid are key tools for
formulating blue ocean strategies.

e Sustaining blue oceans requires continuous innovation and barriers to imitation.

This training module, brough to you by SA BIZ ONLINE, provides a comprehensive
overview of the Blue Ocean Strategy. By applying its principles and tools, you can

embark on a journey of innovation and create new opportunities for your business.
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