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Name ________________________
Blue Ocean Strategy

Chapter 5 Reach Beyond Existing Demand           Due Date: ____March 7, 2009___
Assignment 6
This is assignment 6 of Chapter 5, and is worth 15 total points (with 186 actual points).

Correct =  /186 =  .00 =   /15 

	Gabor George Burt says “Go for the Biggest Catchment”.  The natural strategic orientation of many companies is toward retaining existing customers and seeking further segmentation opportunities. This is especially true in the face of competitive pressure. Although this might be a good way to gain a focused competitive advantage and increase share of the existing market space, it is not likely to produce a blue ocean that expands the market and creates new demand. The point here is not to argue that it’s wrong to focus on existing customers or segmentation but rather to challenge these existing, taken-for-granted strategic orientations. What we suggest is that to maximize the scale of your blue ocean you should first reach beyond existing demand to noncustomers and desegmentation opportunities as you formulate future strategies.  

To maximize the size of their blue oceans, companies need to take a reverse course. Instead of concentrating on customers, they need to look at noncustomers. And instead of focusing on customer differences, they need to build on powerful commonalities in what buyers value. That allows companies to reach beyond existing demand to unlock a new mass of customers that did not exist before.  Craig Randall


Reach Beyond Existing Demand  (Assignment 6)
No company wants to venture beyond red oceans only to find itself in a puddle.  The question is, how do you maximize the size of the blue ocean you are creating?  This is our purpose and focus in Chapter 5.  

The issues before us in Chapter 5 are concerned with the question:  Where is your locus of attention—on capturing a greater share of existing customers, or on converting noncustomers of the industry into new demand?  Do you seek out key commonalities in what buyers value, or do you strive to embrace customer differences through finer customization and segmentation?  Let’s begin our study.

Introduction:  Module 1
Question 1:  

1.  Identify the principle and risk associated with Chapter 5.  (2 points)

2.  To Reach Beyond Existing Demand, companies should challenge two conventional strategy practices.  Discuss.  (6 points)

3.  What is the risk associated with the two conventional strategic practices?  What is another name for this type of risk?  (3 points)

Answer 1:

1.

2.

3.

Question 2: 

1.  Companies should take a reverse course, if they want to maximize the size of their blue oceans. Explain. (5 points)

2.  How did Calloway Golf take the “reverse course” and create a blue ocean of new demand?  What was the commonality among the existing customers and noncustomers?  (6 points)

3.  To reach beyond existing demand, think ______________ before customers; _______________ before differences; and _______________ before pursuing finer segmentation.  (3 points)

Answer 2:

1.

2.

3.
The Three Tiers of Noncustomers:  Module 2
Although the universe of noncustomers typically offers big blue ocean opportunities, few companies have keen insight into who noncustomers are and how to unlock them.  At this point, we change our perspective and deepen our understanding of the universe of noncustomers.

Question 1:

1.  Few companies have keen insight into who ________________ are and how to ___________ them….companies need to ______________ their understanding of the ______________ of noncustomers.  (4 points)

2.  There are three tiers of noncustomers that can be transformed into customers, as depicted in Figure 5-1.  Distinguish the three tiers.  (6 points)

Answer 1:

1.

2.

First-Tier Noncustomers:  Module 3
Let’s look at each of the three tiers of noncustomers to understand how you can attract them and expand your blue ocean.  

Question 1:  

1.  Describe the first-tier noncustomers and be specific.  (3 points)

2.  Pret A Manger, a British fast-food chain that opened in 1988, tapped into the huge latent demand of first-tier noncustomers.  Why was their first-tier noncustomers high and rising?  (5 points)

Answer 1:

1.

2.

Question 2:

1.  What “three key commonalities” did these first-tier noncustomers have need of?        (3 points)

2.  What is the Pret formula?  (6 points)

3.  Walking into a Pret A Manger is like walking into a bright Art Deco studio.  Explain.  (6 points)

4.  Does Pret speed up the customer ordering experience?  Explain.  What’s the key?      (6 points)
Answer 2:

1.

2.

3.

4.

Question  3:  What has been the results for Pret A Manger of employing the three key commonalities?  (5 points)

Answer 3:

Second-Tier Noncustomers:  Module 4
What are the key reasons second-tier noncustomers refuse to use the products or services of your industry?  The Key:  Look for the commonalities across their responses.  Focus on these, and not on their differences to unleash an ocean of latent untapped demand.  

Question 1:

1.  Who are second-tier noncustomers?  (3 points)

2.  Who is JCDecaux, and what new concept did they develop in outdoor advertising?    (4 points)

Answer 1:

1.  

2.

Question 2:

1.  What is included in outdoor advertising?  (2 points)

2.  Why was outdoor advertising ineffective for many companies?  (5 points)

Answer 2:

1.  

2.

Question 3:

1.  What was JGDecaux’s response to the second-tier (refusing) noncustomers?              (5 points)

2.  How did JG Decaux create a breakthrough in value for second-tier noncustomers, the municipalities, and itself?  (5 points)

3.  What were the amazing results JGDecaux achieved through value innovation of street furniture?  (5 points)

Answer 3:

1.

2.

3.

Question 4:

1.  In sum, what did JGDecaux raise and create to capture a leap in value for itself and its buyers?  (5 points)

2.  What did JGDecaux reduce and eliminate to reduce overall costs for municipalities?  (3 points)

Answer 4:

1.

2.

Third-Tier Noncustomers:  Module 5
Question 1:

1.  Who are the third-tier of noncustomers, and why?  (2 points)

2.  Does tooth whitening provide us with an example?  Explain.  (5 points)

Answer 1:

1.

2.

Question 2:  Let’s consider the U.S. defense aerospace industry in understanding the potential of capturing the third-tier noncustomers.  Answer the following questions.

1.  The three military branches (Navy, Marines, and Air Force) differed in their conceptions of the ideal fighter plane and hence each branch designed and built its own aircraft independently.  Explain.  (6 points)

2.  As a result, the defense aerospace industry was regarded as having three distinct and separate segments.  But the Joint Strike Fighter (JSF) program challenged this industry practice.  Explain.  (5 points)

3.  What were the commonalities?  (4 points)

Answer 2:

1.

2.

3.

Question 3:

1.  What were the customized features that influenced the Navy’s purchase decision?  The Marines purchase decision?  The Air Forces purchase decision?  Be specific.            (9 points)

2.  What was the aim of the JSF team?  (2 points)

Answer 3:

1.

2.

Question 4:

1.  According to Figure 5-2, how did JSF build one aircraft for all three branches and obtain a blue ocean?  (5 points)

2.  What was the result?  Be specific.  (5 points)

Answer 4:

1.

2.

Question 5:
1.  Explain the JSK (F-35) Versus Air force F-22 strategy canvas presented in Figure 5-3 in terms of the ERRC matrix.  (10 points)

2.  How did the JSF program reduce the cost and yet make a superior fighter plane?        (3 points)

3.  Identify the key competitive factors pertaining to the Air Force?  Pertaining to the Navy?  Pertaining to Marines?  (6 points)

4.  Who received the massive JSF (F-35) contract, and how much was it for?  Did JSF win the support of all three defense branches?  (3 points) 

Answer 5:

1.

2.

3.

4.

Go for the Biggest Catchment:  Module 6
Question 1:

1.  Although there is no hard-and-fast rule to suggest which tier of noncustomers you should focus on and when, however, Kim and Mauborgne offer what advice?  (5 points)

2.  Is it wrong to focus on existing customers or seek further segmentation opportunities?  Discuss.  (5 points)

3.  What can you do if no such opportunities can be found, i.e., your competitors succeed in attracting the mass of noncustomers with a value innovation move?  Explain. (5 points)

Answer 1:

1.

2.

3.

THE END

