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Creating Blue Oceans  (Assignment 1)
Companies have long engaged in head-to-head competition in search of sustained, profitable growth.  They have fought for competitive advantage, battled over market share, and struggled for differentiation.

Yet in today’s overcrowded industries, competing head-on results in nothing but a bloody “red ocean” of rivals fighting over a shrinking profit pool.  In a book that challenges everything you thought you knew about the requirements for strategic success, W. Chan Kim and Renee Mauborgne contend that while most companies compete within such red oceans, this strategy is increasingly unlikely to create profitable growth in the future.  

Based on a study of 150 strategic moves spanning more than a hundred years and thirty industries, Kim and Mauborgne argue that tomorrow’s leading companies will succeed not by battling competitors, but by creating “blue oceans” of uncontested market space ripe for growth.  Such strategic moves—termed “value innovation”—create powerful leaps in value for both the firm and its buyers, rendering rivals obsolete and unleashing new demand.  Blue Ocean Strategy provides a systematic approach to making the competition irrelevant.

Chapter 1 Creating Blue Oceans

Introduction:  Module 1
Question 1:

a)  Give a little background on the company Cirque du Soleil.  Do a Google search on this company and discuss.  (5 points)

b). Why is the rapid growth of Cirque du Soleil so remarkable?  (5 points)

c).  1)  Did Cirque du Soleil compete with Ringling Bros. and Barnum & Bailey?  

           (2 points) 

 2)  Who did they appeal to or who was their target market?  (5 points)

 3)  Did they reinvent the circus?  (2 points)

Answer 1: 

a)

b)

c)  1)

     2)

     3)

New Market Space:  Module 2
Question 1:

1.  Given the two columns below Red and Blue, compare and contrast Blue Oceans from Red Oceans.  (5 points)

Answer 1:

	Red Ocean Strategy
	Blue Ocean Strategy

	
	

	
	

	
	

	
	

	
	


Question 2:  What is the problem with competing successfully in Red Oceans?  

(5 points)
Answer 2:

Question 3:  What has been the dominant focus of strategy work over the past twenty-five years?  Has there been practical guidance on how to create blue oceans?  Explain.  (5 points)

Answer 3:

The Continuing Creation of Blue Oceans:  Module 3
Question 1 and Answer 1 combined:  Although the term blue oceans is ____________, their existence is ____________.  (2 points)

Question 2:

a)  If you look back one hundred years to1905 and ask yourself, how many of today’s industries were then unknown, can you provide several examples?  (5 points)

b)  Turn the clock back only thirty years to 1975, name some industries or products still not in existence yet?  (5 points)

c)  Now put the clock forward twenty or even fifty years, and ask yourself how many now unknown industries will likely exist then?  (5 points)

Answer 2:

a)

b)

c)

Question 3 and Answer 3 combined:  The reality is that industries never ________________.  They continuously____________.  Operations _____________, markets _____________, and players _____________________.  (5 points)

Question 4:  

According to the North America Industry Classification Standard (NAICS), how many industry sectors currently exist?  Can you name them?  (Note:  Do a Google search on NAICS.)  Can you name several service-sectors?  (5 points)

Answer 4:  


Question 5:

a)  The overriding focus of strategic thinking has been on _______________________

__________________ strategies.  (2 points)

b)  Why do you think this is?  (5 points)

c)  But what is the distinctive strength of the business world?  (5 points)  

Answer 5:

a)

b)

c)

The Impact of Creating Blue Oceans:  Module 4
At this juncture, we need to quantify the impact of creating blue oceans on a company’s growth in both revenues and profits, i.e., is it worth it. To do this, our authors studied 108 business launches of 108 companies.  See Figure 1-1, The Profit and Growth Consequences of Creating Blue Oceans, and answer the following questions.

Question 1:

a)  What percentage of business launches were Red ocean and Blue ocean?  (5 points)

b).  Of the 86 percent of red ocean launches, what percentage impact on revenues and profits did they have?  (5 points)

c)  Of the 14 percent of blue ocean launches, what percentage impact on revenues and profits did they have?  (5 points)

d)  How do the total investments in blue ocean launches compare with its performance benefits over these 108 companies?  (5 points)

Answer:

a)

b)

c)

d)

The Rising Imperative of Creating Blue Oceans:  Module 5
Question 1:  

a)  What are the two driving forces behind a rising imperative to create blue oceans?  

     (5 points)

b)  What has been the result?  (5 points)

Answer 1:

a)

b)

Question 2:  Will business owners and management need to be more concerned with blue oceans than the current cohort of managers is accustomed to?  Explain.  (5 points)

Answer 2:

From Company and Industry to strategic Move:  Module 6
The authors outline three important questions that need to be addressed (but not at this time), which include:

1)  How can a company break out of the red ocean of bloody competition?

2)  How can it create a blue ocean?

3)  Is there a systematic approach to achieve this and thereby sustain high performance?  In other words, should we look at the company, the industry, or something else in order to achieve sustained high performance of blue ocean firms?

Question 1:  Our authors mention four books (In Search of Excellence, Managing on the Edge, Built to Last, and Creative Destruction), answer the following questions:

a) Are there lasting “excellent” or “visionary” companies that continuously outperform the market and repeatedly create blue oceans?  (2 points)

b) What does history show in regards to industries and their performance?  (5 points)

c) What than is the right unit of analysis for explaining the creation of blue oceans and sustaining high performance?  (5 points)

Answer 1:

a)

b)

c)

Question 2:  
a)  Define “strategic move”.  (2 points)

b)  Is the acquisition of Compaq by Hewlett-Packard in 2001 a blue ocean strategic move?  Explain.  (5 points)

Answer 2:

a)

b)

Question 3:

In Appendix A, “A Sketch of the Historical Pattern of Blue Ocean Creation,” (pages 191-92) list the several patterns that stand out across the three representative industries—auto industry, computer industry, and cinema industry.  Is there a striking commonality that appears from one industry to the next, and from one company to the next?  Explain.  (5 points)

Answer 3:

Question 4:

Our authors have built their study around strategic moves to understand the pattern by which blue oceans are created and high performance achieved.  

a) How many strategic moves were studied from 1880-2000?  (5 points)

b) List the range of industries studied (more than 30)?  (5 points)

c) What did the authors find in their study?  (5 points)

Answer 4:

a)

b)

c)

Value Innovation:  The Cornerstone of Blue Ocean Strategy:  Module 7
What consistently separated winners from losers in creating blue oceans was their approach to strategy.  The creators of blue oceans didn’t use the competition as their benchmark.  Instead, they followed a different strategic logic that we call “Value Innovation.”
Question 1:

a) In short, what is value innovation?  (5 points)

b) Value innovation is a new way of thinking about and executing strategy?  Explain.   (5 points)

c) Distinguish value innovation from value-cost trade-off.  (5 points)

d) How does Cirque du Soleil exemplify value innovation?  (5 points)

e) How does Cirque du Soleil differ from the traditional circuses?  (5 points)

f) How has Cirque du Soleil dramatically increased demand?  (5 points)

Answer 1:

a)

b)

c)

d)

e)

f)

Question 2:

a)  Refer to Figure 1-2, Value Innovation:  The Cornerstone of Blue Ocean Strategy. How is value innovation created?  (5 points)

b)  Value innovation is achieved only when the ____________________ of the company’s ___________, ___________, and _____________ activities is properly _____________.  It is this ______________________ approach that makes the creation of blue oceans a _______________________ strategy.  (7 points)

 c)  Value innovation is more than innovation.  It is about strategy that embraces the entire system of a company’s activities.  Explain.  (5 points)

Answer 2:

a)

b)  

c)

Question 3:

a)  Refer to Figure 1-3, Red Ocean Versus Blue Ocean Strategy (p.18).  For review purposes, distinguish the key defining features of red and blue ocean strategies.           (5 points)

b) Distinguish the red ocean structuralist view (or environmental determinism) from the blue ocean reconstructionist view.  (5 points)

Answer 3:

a)

b)

Formulating and Executing Blue Ocean Strategy:  Module 8
Question 1:  Taking a look at the textbook as a whole, summarize the content that will be discussed in Chapters 2-9, and how each chapter is organized.  (10 points)

Answer 1:

Question 2:  Refer to Figure 1-4, The Six Principles of Blue Ocean Strategy on page 21.  This model summarizing the principles and their associated risk factors that will be discussed in chapters 3-8 is critically important.  With repetition comes knowledge, reproduce this table. (5 points)

Answer 2:

SIX PRINCIPLES OF BLUE OCEAN STRATEGY
	Formulation principles
	Risk factor each principle attenuates

	
	

	
	

	
	

	
	

	Execution principles
	Risk factor each principle attenuates

	
	

	
	

	
	


THE END

