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Get the Strategic Sequence Right

Some times we need to step back and review, in terms of a quick summary, where we’ve been.  Up to this point of your study in Business Policy Online, you have accomplished the following from the table of contents.  
In Part One:  Blue Ocean Strategy,

Chapter 1:  Creating Blue Oceans—you have learned what the difference is between blue and red ocean companies.  And why blue ocean companies have greater opportunity in this generation.
Chapter 2:  Analytical Tools and Frameworks—you have learned the basic analytical tools and frameworks used throughout this book in the formulation and execution of blue ocean strategy (Strategy Canvas, Value Curve, Four Actions Framework, and ERRC Grid).
We then moved into 
Part Two:  Formulating Blue Ocean Strategy and began developing the Six Principles of Blue Ocean Strategy (see Figure 1-4, page 21 for a summary), which include:

Chapter 3:  Reconstruct Market Boundaries (Principle #1)—you identified the 6 paths by which you can create uncontested market space across diverse industry domains.

Chapter 4:  Focus on the Big Picture, Not the Numbers (Principle #2)—you learned how to design a company’s strategic planning process that clearly articulates your future blue ocean strategy by learning how to draw a Strategy Canvas (See Figure 4-1, The Four Steps of Visualizing Strategy on page 84).
Chapter 5:  Reach Beyond Existing Demand (Principle #3)—you discovered how to maximize the size of a blue ocean, to create the greatest market of new demand (i.e., the three tiers and biggest catchment which are: First-Tier Noncustomers, Second-Tier Noncustomers, and Third-Tier Noncustomers .  
The next challenge in Chapter 6:  Get the Strategic Sequence Right (Principle #4) is to build a viable business model to ensure that you make a healthy profit on your blue ocean idea—to produce and maintain profitable growth for itself.  This chapter discusses the strategic sequence of fleshing out and validating blue ocean ideas to ensure their commercial viability.  This chapter is eye-opening.  Shall we begin?
The Right Strategic Sequence:  Module 1
Question 1:
1.  Name the principle and the fundamental risk we are primarily concerned with in Chapter 6.  (2 points)

2.  How is it that we can reduce business model risk?  (3 points)

Answer 1:

1.

2.

Question 2:  In Figure 6-1, The Sequence of Blue Ocean Strategy, summarize the series of basic questions you need to ask (from the decision tree) and the rationale in order to arrive at a commercially viable blue ocean idea.  (5 points each)

Answer 2:

Buyer utility:

Question—
Rationale—

Price:
Question—

Rationale—

Cost:
Question—

Rationale—

Adoption:
Question—

Rationale—

Testing for Exceptional Utility:  Module 2
Many companies fail to deliver exceptional value because they are obsessed by the novelty of their product or service, especially if new technology plays a part in it.
Question 1:
1.  Why did Philips’ DC-i fail to offer its customers a compelling reason to buy the product? 4(3 points)

2.  What is the “technology trap”, and how does a company get around this trap?            (6 points)
Answer 1:

1.
2.

Question 2:  Refer to Figure 6-2, The Buyer Utility Map and answer the following questions.  
1. What is the purpose of The Buyer Utility Map?  (2 points)
2.  What is meant by “utility lever”?  Can you give some examples?  (5 points)

3.  Discuss what is meant by the “buyer experience cycle” and its importance.  Can you provide some examples?  (5 points)

4.  Does the Buyer Experience Cycle work through a series of steps?  Explain.  (5 points)

5.  How many buyer utility spaces are there in The Buyer Utility Map?  (2 points)
Answer 2:
1.

2.

3.

4.

5.

Question 3:  Refer to Figure 6-4, Uncovering the Blocks to Buyer Utility and answer the following questions.

1.  Briefly explain how a company can test for exceptional utility.  (4 points)
2.  Looking at Figure 6-4, how does the company use this model to uncover blocks to Buyer utility?  (5 points)
Answer 3:

1.

2.

Question 4:  Using the example of the Ford Model T, answer the following questions.

1.  What were the greatest blocks to utility across the buyer experience cycle in The Buyer Utility Map?  Explain.  (6 points)

2. Did the Ford’s Model T offering effectively eliminate these blocks?  Explain.  

(6 points)

3.  The buyer utility map is what type of tool?  (2 points)

Answer 4:

1.

2.

3.

From Exceptional Utility to Strategic Pricing:  Module 3
When a company’s offering passes the test for exceptional utility across the buyer experience cycle, it is ready to move to this step.  To secure a strong revenue stream for your offering, you must set the right strategic price.  
Question 1:
1.  Strategic pricing for a blue ocean product targets novelty-seeking, price insensitive customers or targets the mass of target buyers, which?  (2 points)

2.  There are two reasons for this approach to strategic pricing, explain.  (5 points)
3.  How does “free riding” and “excludability” figure into the strategic pricing issue?  

(5 points)

Answer 4:

1.

2.

3.
Question 5:
1.  The strategic price you set for your offering must not only ___________ buyers in _________ numbers but also help you _________ them.  (3 points)
2.  In the context of question 1 above, what is the primary issue concerning setting a strategic price?  (3 points)

Answer 5:
1.

2.

Question 6:  Refer to Figure 6-5, The Price Corridor of the Mass, and answer the following questions.

1.  Identity the two steps to setting a strategic price?  (2 points)
2.  In Step 1:  Identify the Price Corridor of the Mass, explain the three alternative product/service types:  a) same form; b) different form, same function; and c) different form and function, same objective.  (10 points)
Answer 6:
1.  
2 a)

2 b)

2 c)

Question 6:

1.  Once you have listed the groups of alternative products and services, which enables the manager to see the full range of buyers they can reach from other industries and non-industries alike, what must managers do next to complete step 1:  Identify the Price Corridor of the Mass?  (3 points)

2.  What is the advantage to the blue ocean company of completing step 1 in this straightforward way?  (5 points) 

3.  The key here is to pursue pricing against the competition within the industry?  (True or False)  (2 points)

4.  This approach pursues pricing against _____________ and ______________ across ______________ and ________________.  (4 points)
Answer 6:

1.
2.

3.
4.
Question 7:  In Step 2:  Specify a Level Within the Price Corridor answer the following questions.  
1.  What is the purpose behind Step 2?  (2 points)
2.  The assessment depends on two principal factors, list them.  (2 points)
3.  Why would you be wise to pursue a mid- to lower-boundary strategic pricing from the start?  (3 points)

4.  In sum, how do you determine the strategic price (i.e., is your price easily accessible to the mass of buyers?) for your blue ocean product or service offering?  (5 points)

Answer 7:

1.

2.

3.

4.
From Strategic Pricing to Target Costing:  Module 4
Target costing, the next step in the strategic sequence, addresses the profit side of the business model.  

Question 1:

1.  How do you arrive at a cost structure that is both profitable and hard for potential followers to match?  In other words, should a company start with price-minus costing or cost-plus pricing?  (2 points) 

2.  What were the cost innovations that Ford had introduced with the production of the Model T, that made it possible to meet its strategic price profitably?  (5 points) 
Answer 1:
1.

2.

Question 2 and Answer 2 combined:  To hit the cost target, companies have three principal levers.  Define and give an example of each lever and how it works.   

(10 points each)
1.  Lever 1
2.  Lever 2
3.  Lever 3
Question 3 and Answer 3 combined:  Distinguish the following terms pertaining to several innovations in pricing models to profitably deliver on the strategic price.             (3 points each)

Time-share (Net Jets):
Slice-share (mutual fund managers):
Equity-share (HP):
Question 4:  Refer to Figure 6-6, The Profit Model of Blue Ocean Strategy and answer the following questions.  
1.  Explain how the profit model of blue ocean strategy works as a process beginning with the Strategic Price.  (10 points)
2.  What is the result of a business model built in the sequence of exceptional utility, strategic pricing, and target costing?  (2 points)

From Utility, Price, and Cost to Adoption:  Module 5
The blue ocean business model, that we have just now completed, threatens the status quo, and may provoke fear and resistance among a company’s three main stakeholders:  employees, business partners and the general public.  Therefore, our authors, Kim and Marbourgne, briefly discuss ways of educating the fearful.
Question and Answer combined:  What is the general advice for driving out fear and resistance for the three groups listed below?  (5 points each)
Employee:
Business Partners:
The General Public:
The Blue Ocean Idea Index:  Module 6
Question 1:  Refer to Figure 6-7, Blue Ocean Idea (BOI) Index answer the following questions.
1.  What is the sequence companies should build their blue ocean strategy in?  (2 points)

2.  Define Blue Ocean Idea (BOI) index. (2 points)
3.  How does this BOI index work?  (5 points)

Answer 1:

1.

2.

3.

Question 2:

1.  Why was Phillips CD-i or Motorola Iridium not a lucrative blue ocean idea in terms of the BOI index?  In other words, did either product pass all four criteria on the BOI index?  Explain.  (6 points)

2.  Why was DoCoMo i-mode Japan a lucrative blue ocean idea in terms of the BOI index?  In other words, did i-mode pass all four criteria on the BOI index?  Explain.      (10 points)
3.  Did the DoCoMo i-mode have explosive success?  Explain.  (5 points)

Answer 2:

1.
2.

3.
THE END
