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This is the second part to Chapter Three, and is worth 15 total points (with 185 actual points).

Correct = /185 = .00 =  /15 

PART II   Reconstruct Market Boundaries (Assignment 5)
This chapter begins Part I (in the book) on Formulating Blue Ocean Strategy.  The challenge is to successfully identify, out of the haystack of possibilities that exist, commercially compelling blue ocean opportunities.  This challenge is key because managers cannot afford to be riverboat gamblers betting their strategy on intuition or on a random drawing.  This part will examine Paths 4, 5, 6 to creating a blue ocean strategy.  Focus on each path, make sure you understand it, and learn something about the companies that are being used to illustrate each path.  Let’s begin our study on page 65.

Path 4:  Look Across Complementary Product and Service Offerings:  Module 1
To follow Path 4, you must focus on the following questions: 

1.  What is the context in which your product or service is used?

2.  What happens before, during, and after?

3.  Can you identify the pain points through a complementary product or service offering?

(focus on them, don’t answer them.)
Question 1:  

1.  Define and illustrate what is meant by Looking Across Complementary Product and Service Offerings.  (5 points)

2.  What the blue ocean company is looking for is untapped market value that is hidden in complementary products and services (e.g., hotdogs and buns, camera and film, suit and tie, computer hardware and software that go together in joint demand.).  Is there a simple way or method one can use to discover these complementary products?  (5 point)

Answer 1:

1.

2.

Question 2:

1.  What is NABI? Provide some background on this foreign company.  (You can go to:  http://www.nabiusa.com/about.cfm. for background information.)  (5 points)

2.  Who are the major customers in the industry?  (5 points)

3.  What was the blue ocean NABI found, in particular, the complementary activity?  Be specific.  (5 points)

Answer 2:

1.

2.

3.

Question 3:  Did NABI adopt new technology and reduce its cost in a number of ways?  Explain.  (5 points)

Answer 3:

Question 4:

1.  Refer to Figure 3-3 The Strategy Canvas of the U.S. Municipal Bus Industry, Circa 2001.

Do an ERRC Grid analysis (see page 35 for the ERRC Grid) of NABI and the U.S. Municipal Bus Industry.  (10 points)

2.  How did the market respond to NABI’s product and service offering?  (5 points)

Answer 4:

1.

2.

Question 5:  

1.  How did Philips Electronics turn the teakettle from a red ocean to a blue?  (5 points)

2.  Can you explain the complementary products in this case?  (5 points)

3.  What was the result of this frontstage technology of the Philips kettle?  (5 points)

Answer 5:

1.

2.

3.

Path 5:  Look Across Functional or Emotional Appeal to Buyers:  Module 2
Competition in an industry tends to converge not only on an accepted notion of the scope of its products and services but also on one of two possible bases of appeal.  Some industries compete on price and function, while others compete largely on feelings; their appeal is emotional.

Question 1:

When companies are willing to challenge the functional-emotional orientation of their industry, they often find new market space.  Kim and Marborgne have observed two common patterns.  Explain.  (5 points)

Answers 1:

Question 2:

1.  What is the QB House?  Provide some background on this Japanese company.  (5 points)  http://www.economist.com/displayStory.cfm?story_id=8117045
2.  Explain how the QB House executed blue ocean strategy in the Asian barbershop industry?  (5 points)

Answer 2:

Question 3:  

1.  Refer to Figure 3-4 The Strategy Canvas of QB House.  Do an ERRC Grid analysis (see page 35 for the ERRC Grid) of QB House and the average Japanese barbershop.  (10 points)

2.  How did the QB House reduce its cost?  (5 points)

Answer 3:

1.

2.

Question 4:

1.  How did Cemex, the world’s third-largest cement producer, move from functional to emotional?  (5 points)

2.  Can you identify the pain points?  (5 points)

3.  Explain Cemex’s answer to this dilemma in 1998 with its launch of the Patrimonio Hoy program.  (5 points)

4.  What was Cemex selling, and how did it position itself?  (5 points)

5.  How is the market demand or sales doing for Cemex?  (5 points)

Answer 4:  

1.  

2.

3.

4.

5.

Question 5:  Has Starbucks followed Path 4.  Explain.  (5 points)

Answer 5:

Path 6:  Look Across Time:  Module 3
All industries are subject to external trends that affect their businesses over time.  Think of the rapid rise of the Internet or the global movement toward protecting the environment.  Looking at these trends with the right perspective can show you how to create blue ocean opportunities.

Some of the questions you need to ask regarding Path 6 include:

1.  What trends have a high probability of impacting your industry, are irreversible, and are evolving in a clear trajectory?

2.  How will these trends impact your industry?  

3.  How can you open up unprecedented customer utility… and cut your costs?

Question 1:

 1.  Key insights into blue ocean strategy rarely come from projecting the trend itself.  Why not?  (5 points)

2.  Looking across time is perhaps (more or less) difficult that the previous approaches discussed.  (2 points)

Answer 1:

1.

2.

Question 2:

1.  Three principles are critical to assessing trends across time.  Explain.  (5 points)

2.  Provide an example of a trend that may have a decisive impact on any particular business, that supports the three principles.   (5 points)

Answer 2:

1.

2.

Question 3:

1.  Explain how Apple and its iTunes online music store in 2003 spotted a significant trend and capitalized on it?  (5 points)

2.  What problem or key customer annoyance factor did iTunes solve?  (2 points)

3.  How did iTunes add buyer value to free downloading services?  (5 points)

4.  Why are Apple’s “search” and “browsing” functions considered the best in the business?  

(5 points)

Answer 3:

1.

2.

3.

4.

Question 4:  How well is the iTune’s Music Store performing?  Explain.  (5 points)

Answer 4:

Question 5:

1.  How did Cisco systems create a new market space by thinking across time trends?  

(5 points)

2.  What percent of all Internet traffic goes through Cisco’s products?  (2 points)

3.  What was its gross profit margin in the new market space?  (2 points)

4.  How have CNN and HBO, simply put, build a blue ocean opportunity around Path 6?  

(5 points)

Answer 5:

1.

2.

3.

4.

Conceiving New Market:  Module 4
Question:  By way of review knowing that repetition brings knowledge, summarize the major differences in the table below pertaining to each path that was discussed in Chapter 3, Reconstruct Market Boundaries.  (12 points)

Figure 3-5

From Head-to-Head Competition to Blue Ocean Creation
                 Head-to-Head Competition
Blue Ocean Creation

	Industry


	
	

	Strategic group


	
	

	Buyer group


	
	

	Scope of product or service offering


	
	

	Functional-emotional orientation


	
	

	Time


	
	


THE END

