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Name: ______________________
Blue Ocean Strategy

Chapter 2 Analytical Tools and Frameworks             
Due Date: January 31, 2009
Assignment 2
This chapter is worth 20 total points (with 241 actual points).

Correct  =   /241  =  .00  =  /20 

Analytical Tools and Frameworks (Assignment 2)

In Chapter 2, Kim and Maubourgne have developed a set of analytical tools and frameworks (don’t let these academic terms bother or intimidate you) to make the formulation and execution of blue ocean strategy practical for competing in the blue ocean market space.  These analytical tools and frameworks already exist to compete in red oceans, such as the five forces for analyzing existing industry conditions and three generic strategies by Michael Porter, in Competition and Strategy.

Introduction:  Module 1
Question 1:

1.  By way of review, Blue Ocean Strategy is about creating ________________ market space, and making the competition _________________.  (2 points)

2.  Effective blue ocean strategy should be about _______________________ and not ____________________.  (2 points)

3.  The authors will rely on ______________ principles for formulating and executing blue ocean strategy?  Again, by way of review, list these six principles as given in Figure 1-4.  

(7 points)

Answers:

1.  0/2

2.  0/2

3.  0/7

Question 2:

4.  As a brief introduction to these tools and frameworks, let’s examine one industry—the U.S. wine industry—to see how these tools can have practical application in the creation of blue oceans.

a) Make a brief summary of the U.S. wine industry.  (5 points)

b) Does the U.S. wine industry face intense competition?  Explain and be specific.  

           (5 points)

c) From a strategic standpoint, the critical question is?   (2 points)

Answer:

a)  0/5

b)  0/2

c)  0/2

The Strategy Canvas:  Module 2
Question 1:  The strategy canvas is both a diagnostic and an action framework for building a compelling blue ocean strategy.  It serves two purposes.  Explain.  (5 points)

Answer 2: 

Question 2:

Refer to Figure 2-1 The Strategy Canvas of the U.S. Wine Industry in the Late 1990s. 

a) Define the horizontal axis in the strategy canvas, and make a list of the factors the U.S. wine industry competes on.  (5 points)

b) Define the vertical axis in the strategy canvas, and explain its importance to the      U.S. wine industry.  Can you give a couple of examples?  (5 points)

c) Define value curve, and give another name or synonym for value curve?  (5 points)

d) How many wine companies compete in the wine industry nation wide?  (2 points)

e) Take a closer look at Figure 2-1, how would you describe the strategic profile of premium brand wines?  What about the strategic profile for budget wines?  (5 points)

 f)  So how many strategic groups make up the U.S. wine industry?   Their strategic profile 

      follows a classic ______________ strategy.  (5 points)

g)  Do the two strategic group’s strategies compete around the same factors (given on the horizontal axis)?  (2 points)

h)  To set a company on  a strong, profitable growth path in the face of these industry conditions, will benchmarking competitors or doing extensive customer research open up a blue ocean of uncontested market space?  (2 points)

Answers 2:

a)  0/5

b)  0/5

c)  0/5

d)  0/2

e)  0/5

f)  0/5

g) 0/2

h)  0/2

Question 3:

3.  To create a blue ocean, you need to shift the _________________ or value curve of an industry.  Your strategic focus must change from _________________ to _________________, and from ___________________ to __________________ of the industry.  (5 points)

Answer 3:  0/5

Question 4:

a)  What do you hope to accomplish by shifting your strategic focus from current competition to alternatives and noncustomers?  (5 points)

     b) Did Casella Wines (an Australian winery) look across alternatives, redefine the problem and thereby create a blue ocean?  (2 points)

Answer 4:

a)  0/5

b)  0/2

The Four Actions Framework:  Module 3
Our purpose in this section is to craft a new value curve for a blue ocean company by reconstructing the buyer value elements.  

Question 1:

a)  What is the purpose of the Four Actions Framework (FAF)?  (2 points)

b) List the four key questions behind the FAF.  (4 points)

c) Each of these questions corresponds to a key concept—list the four key concepts.              (4 points)

Answer 1:

a)  0/2

b)  0/4

c)  0/4

Question 2:

a)  By pursuing the first two questions (of eliminating and reducing), a company gains insight into how to drop your ________________________.  (2 points)

b) The second two factors (of raising and creating) provides the company with insight into how to lift ____________________ and create ____________________.  (2 points)

c) Collectively, they allow you to systematically explore how you can _________________________________ elements across alternative industries to offer buyers an entirely new experience, while simultaneously keeping your ________________________ low.  (2 points)

d) When a company lowers its cost structure while increasing buyer value, we have a name for this (from Chapter 1) called _____________________________.  The actions of ________________ and ________________ prompt companies to change the existing factors of competition, hence making the existing rules of competition irrelevant.              (3 points)

e) By way of review, how does a company reconstruct a new value curve?   (2 points)

Answer 2:

a)  0/2

b)  0/2

c)  0/2

d)  0/3

e)  0/2

Question 3:

a)  How does the Four Actions Framework (FAF) apply to the strategy canvas of Casella Wines and its Yellow Tail wine?  Be specific.  (5 points)

b) Refer to Figure 2-3 The Strategy Canvas of [yellow tail].  Compare yellow tail’s blue ocean strategy with the more than one thousand six hundred wineries competing in the United States.  Does yellow tail’s value curve stand apart?  Explain?  (Note:  use the FAF.)  (5 points)

c) Was yellow tail a completely new combination of wine characteristics that produced an uncomplicated wine structure that was instantly appealing to the mass of alcohol drinkers?  Explain.  (2 points)

d) What was the result of this blue ocean strategy?  (5 points)

e) Wine retailers in the U.S. offered buyers aisles of wine varieties, but to the general customer, the choice was _____________________________, bottles looked the ____________, labels were __________________, the choice was so ________________, and the rows of wine choice __________________________ customers, making selection a difficult process that left the average wine purchaser insecure with the choice.  (5 points)

Answer 3:

a)  0/5

b)  0/5

c)  0/2

d)  0/5

e)  0/5

Question 4 and Answer 4 combined:

Put an “X” in the appropriate space below indicating how yellow tail moved outside the box by creating uncontested market space and making the competition irrelevant.  (3 points)  
______ Created only three wines.

______ Used technical jargon on the bottles.

______ Produced a simple and nontraditional label featuring a kangaroo in bright, vibrant colors of orange and yellow on black background.

_______ The wine boxes were of vibrant colors.

_______ Decided to make retail employees the ambassadors of yellow tail by giving them Australian outback clothing, including bushman’s hats and oilskin jackets to wear at work.

Question 5:

a)  What were the benefits to Casella Wines and yellow tail of offering only a red and a white wine at the start?  (5 points)

b)  How did yellow tail wines break with the long-standing traditions of the premium wines and their quality and legacy of the vineyard?  (5 points)

c)  What was the targeted market of yellow tail wines?  (2 points)

Answer 5:

a)  0/5

b)  0/5

c)  0/2

The Eliminate-Reduce-Raise-Create Grid:  Module 4
Question 1: 

a)   The ERRC Grid is a ____________ tool that is key to creation of blue oceans.  It is a ___________________________ to the four actions framework.  (2 points)

   b)  What is the purpose of the ERRC Grid?  (5 points)

    Answer 1:

 a)  0/2

 b)  0/5

   Question 2 and Answer 2 combined:

   There are four immediate benefits that the grid gives companies.  Match the benefit with the appropriate example.  (4 points)   

_______ Easily understood
a)  Discover the range of implicit assumptions companies make.


_______ Flags high cost companies 
b)  Creating a high level of management engagement.

_______ Pursue differentiation and low costs
c)  Identify over-deliveries, over-engineering products that raise cost structure.


_______ Drives companies to scrutinize 
            d)  Enables company to break the 

                         every factor th                                         every factor the industry competes on          value-cost trade-off.

Question 3:

a)  Apply the ERRC grid to the case of yellow tail.  (5 points)

b)  How did yellow tail reduce its cost structure?  (2 points)

      c)  How did yellow tail increase buyer value?  (2 points)

      d)  Did yellow tail achieve value innovation?  (2 points)

Answer 3:

a)  0/5

b)  0/2

c)  0/2

d)  0/2

Question 4:
a)  Apply the ERRC grid to the case of Cirque du Soleil.   (5 points)

b)  Did Cirque du Soleil achieve value innovation?  Explain.  (2 points)

Answer 4:

a)  0/5

b)  0/2

         Three Characteristics of a Good Strategy:  Module 5  

         Yellow tail, like Cirque du Soleil, created a unique and exceptional value curve to unlock a  blue ocean of uncontested market space and irrelevant competition.

      Question 1 and Answer 1 combined:

       An effective blue ocean strategy like yellow tail’s has three complementary qualities.  Match the 

       strategic characteristics to its definition.  (3 points)  
_______ Focus
a)  Delivers a clear message and advertises an offering truthfully.



_______ Divergence

b)  Emphasis on critical factors within a firms value curve.

_______ Compelling tagline
c)  Proactive (opposed to reactive) strategy that moves in a different direction.

      Question 2:  The three characteristics serve as an ________________________________ of the commercial viability of blue ocean ideas.  (2 points)  

      Question 3:         

a)  In Figure 2-6, The Strategy Canvas of Southwest Airlines (and airline and car transport), analyze the strategy canvas of Southwest Airlines.  (10 points)

b)  How did Southwest Airlines create a blue ocean?  (5 points)

c)  How did Southwest achieve value innovation (use the ERRC grid)?  (5 points)

Answer 3:

a)  0/10

b)  0/5

c)  0/5

Question 4:

a)  Every great strategy has focus.  What is the focus of Southwest Airlines?  

And has it been able to reduce its cost structure as a result?  (5 points)

b)  Has Southwest Airlines created divergence in terms of its value curve?  Explain.  

(5 points)

c)  A good strategy has a clear-cut and compelling tagline.  Does Southwest   Airlines have a compelling tagline?  Explain.  Is it an authentic or trustworthy tagline?  (5 points)

Answer 4:

a)  0/5

b)  0/5

c) 0/5

Question 5:  In Figure 2-7, The Strategy Canvas of Cirque du Soleil, does Cirque du Soleil’s strategic profile meet the three criteria that define blue ocean strategy?  Explain.  (5 points)

Answer 5:  0/5
Question 6 and Answer 6 combined:  The three strategic profile characteristics of focus, divergence and compelling tagline are the three _________________ that guide companies in carrying out the _      __________________ to arrive at a __________________ in value both for buyers and for themselves.  (3 points) 

        Reading the Value Curves:   Module 6        

        The strategy canvas enables companies to see the future in the present.  To achieve this, companies must understand how to read value curves.  Embedded in the value curves of an industry is a wealth of strategic knowledge on the current status and future of a business.

   Question 1:

      Explain and provide an example (so you remember) of the strategic knowledge embedded within the value curves of an industry, and the questions a blue ocean strategist needs to ask.


First question:  A Blue Ocean Strategy?  (5 points)

Explain:  0/3


Example:  0/2

Second question:  A Company Caught in the Red Ocean?  (5 points)

Explain:  0/3


Example:  0/2

Third question:  Overdelivery Without Payback?  (5 points)


Explain:  0/3


Example:  0/2

Fourth question:  An Incoherent Strategy?  (5 points)


Explain:  0/3


Example:  0/2

Fifth question:  Strategic Contradictions?  (5 points)


Explain:  0/3


Example:  0/2

Sixth question:  An internally Driven Company?  (5 points)

 
Explain:  0/3


Example:  0/2
By way of review of Chapter 2, Analytical Tools and Frameworks:   Module 7
Question:  Make a list and briefly define the analytical tools and frameworks you have learned in studying Chapter 2.  (3 points each)

Tool or Framework #1:  0/3
Tool or Framework #2:  0/3

Tool or Framework #3:  0/3

Tool or Framework #4:  0/3

Tool or Framework #5:  0/3

THE END

