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Be the B.O.S.S.

and Dominate
Your Market

Real Estate B;'_oi(erages th -
Innovate, Differentiate, and

Capture Unique Market Share MBA Broker
with Blue Ocean Strategy® Success

Consultants

Welcome
to your Future!
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Today’s Presentation

1. B.O.S.S. Concept
2. Creating Value with Customers

' 3. Dominate Your New Market
4. Innovative by Design -- ERRC Grid
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Brokerage B.O.S.S.

About Regina Brown

* M.B.A. degree; B.A. degree in Real Estate
* Real estate license for 30 years
® Broker/Owner of California Coast & Country Homes

® Mission: Elevate the standards of professionalism in
our real estate industry
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Blue Ocean
wmssm  Academy™

CERTIFICATE OF COMPLETION

Regina Brown

has successfully completed the Blue Ocean 101™
designed and delivered by the Blue Ocean Academy™
under the copyright © Kim and Mauborgne

Jul 23 2017 L%"' ié.l
Date Sophie Simeon

Course Instructor
2110345
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Brokerage B.O.S.S.

The Titanic sunk because the captain failed to
recognize the icebergs under the water.

Is your Brokerage
Prepared for Market
Disruption?
Depression?
Disastex?
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POLL

Do you think a market downturn is
coming?

A. Yes, within the next year!
B. Probably — but don’t know when.
C. No. Real estate will keep going up.
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Brokerage B.O.S.S.

Advantages of
Innovation

*Recognize trends in the market
® Master the innovation process
e Fill a need previously unidentified

® Take a leadership position due to
differentiated products

* Stay ahead of market changes!

12/1/2018
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Economy Type Example:
Birthday Cake

Commodity Economy Fic
The Art
@
Innovation
e Mom buys the cake mix and bakes it. o
T

¢ Bakery makes the cake and puts your name on it.

o Chuck E Cheese® with a cake at the end.
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Barriers to
Implementing
Innovation

® Geographic or national barriers
® Culture /[ influences

® The EXISTING mindset!
* “That’s how we have done it for years.”

* Resistance to change

What’s Inhibiting
Your Creative Zone?

® 12,000 to 60,000 thoughts per day
® 95% are same repetitive thoughts as prior day*
® 80% are negative

“We can't solve problems using the same kind of
thinking that created them.” ~ Albert Einstein

*National Science Foundation, 2005 Study
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POLL

What are you seeking to innovate?

A. Start up new brokerage

B. Re-vamp existing brokerage

C. Something else
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1. Meet Blue

Ocean
Strategy®

Eurnhudj hiE R VIV1

OKIM & MAUBORGNE

Profitability without Competition
* Lowering operational costs
* Raising customer value

e Offering innovative services based on
customer demand

* Finding new non-customers

—— Burnhudjh#R VV1
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Blue Ocean Strategy®
is NOT:

* Competing “head to head” with other
brokerages

* Chasing the “hottest new trend” in technology
* Being cheaper (lower priced) than competitors
* “Disruption” per se

Burnnu R W1 OKIM & MAUBORGNE 53 ]
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Red Ocean Strategy is:

* Competing to be the best
» Competing on price
» Competing on service
*Trying to be faster, better, or cheaper
* Copying competitors
* “Growth” by acquisition of competitor

SR —— OKIM & MAUBORGNE [0 s
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Who are your primary competitors?
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A. Local franchises [ indie brokerages
B. Giant corporations with capital

C. We have none because we are unique
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Brokerage B.O.S.S.

Compete in existing market space

Beat the competition

Exploit existing demand

Make the value-cost trade-off

Align the whole system of firm’s activities w/ its
strategic choice of differentiation or low cost

Eurnhudj h#ER VIV1

Create uncontested market space

Make the competition irrelevant

Create and capture new demand

Break the value-cost trade-off

Align the whole system of a firm’s activities
in pursuit of differentiation and low cost

©OKIM & MAUBORGNE
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High

Low

EXAMPLES

ELIMINATE REDUCE RAISE CREATE
Cirque du Soleil
Ringling Bros. .~ R
L, e

Price

E.*

Rd Smaller regional circuses

Artistic music and

Star performers Ajsle concessions Fun and humor Unigue venue
dance
Animal shows Multiple show arenas Thrills and danger Theme
Frp shulgj# dfwuv
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Draw New BOS Value Curve
Nintendo - Wii

Industry
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Strategy Canvas: Southwest Airlines = & & @ =

@~ Car @ Ovwrarines  # - Southwest 8- how

hub friendly service speed frequent
connectivity departures
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Reduce
Costs

REDUCE
OPERATIONAL
COSTS

Cost Savings are
made by eliminating
and reducing factors

an industry
competes on.

Eurnhudj hiE R VIV1

Raise
Value

Value
Innovation

Value Innovation:

Buyer value is lifted

by raising and
creating elements
the industry has
never offered.

A new market is
created and previous
non-buyers are
reached.

©KIM & MAUBORGNE
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2.Wave Your
Magic Wand
& Create

Value
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Independent Brokerage
Business Model

P«e\‘o\“

\Nho mer s'!

C usto Brokerage

Sellers

1. Where are operational costs lowered?

2. Where is additional client value created?

3. What is the intersection of additional
profit margin (#1 & #2 overlap)?

Ewnhudj h#R V1 Frs|ulj kw, #/hjlgd#BEurz g 66

Brokerage Franchisor
Multiple selrs Business
Offic s Buyers MOd
-Agents

Sellers

Office

Manager

Sellers Sellers
Buyers

Sellers Sellers

Brokerage Franchisor

Buyers

Sellers Sellers

Buyers
Office

Manager

Brokerage

Sellers

1. Who are your clients now?
2. Are there more opportunities

for creating client value?
Eurnhudj h#ER VIV1 —— C'rs |ulj kwh, #hj QdBEurz g

Sellers
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Create Value

1. Who are your customers?

2. What do they want? \
* They know what they do NOT want
e But often don’t know what they DO want

» Faster horses?

» Determine their needs & wants and deliver it
* 4-Step Cycle

“If I had asked my customers what they
wanted, they would have said a faster horse.” ~
Henry Ford
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o Test
o Get feedback
* Measure

* Improve

4.
REFINE

e Concrete,
tangible plans

» Translate ideas

Eurnhudj h#£R VIV1
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Case Study:
Short Sale Realty

* Business Model
* Double-end short sale listings
Red Ocean characteristics
° Attempting to lock out competitors
Why NOT Blue Ocean?
* May have identified new non-customer niche, BUT
* Did not lower operational costs
 Did not create additional value
* Working harder - need more quantity to be profitable
* Notes:
e Successful only in “banker” markets.
° Success depends on cooperation from big banks.
® RED FLAGS: Unethical conduct, lack of fiduciary duty to sellers

Euwrnhudj h#£R NVIV1 Frs|ulj kw, #/hjlgdiBEurz g
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Case Study:
Renovation Realty

* Business Model
* Brokerage finances upgrades to house before selling

® WHY Blue Ocean?
* Created additional value
* Lowered operational costs
¢ Identified new customer niche
* No competition

® Note: Successful with Estate Sales, Probate, FSBO,
Absentee Owners

12/1/2018
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Design Phases

Inspiration Ideation Implementation

\Ylela\=lilelalolhlslsM Generate, develop, Finished products
the activity & test ideas to market

From “Change Design” book by Tim Brown

—— BunhujhERTIVL .
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Activity

Customers on Lost Island

A. Who are your primary custome

B. Secondary customers?

See
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4 3.Tools:
Strategy

Canvas &
Framework

©OKIM & MAUBORGNE
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Strategy Canvas
High
Blue Ocean Strategic Move
® °
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e Industry Value Curve
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Low

Competing Factors
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SAMPLE Strategy Canvas

TIME & EFFORT
HIGH

TO-BE LEADERSHIP PROFILE
CUT THROUGH TO SERVE CUSTOMERS

AVERAGE

Ohyho

AS-1S LEADERSHIP PROFILE
FASE THE BOSS
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Real Estate Strategy Canvas

. Luxury Sellers

—o—
s ~e~ . N

High o

, A - My Brokerage
n, @ == e . . \. y g
g a .
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o X * .
. - . +
. * » P
. * .
. . @ .
-
. . .‘ 0. - . DIY Sellers
Low
Price Paperwork Marketing Internet
Prof Photos COpen Houses MLS Staging
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Highest

Lowest

Price Prof.  Contracts
Photos & Docs

Eurnhudj hER W1

1. Add dots on each vertical line for competitors
2. Connect the dots to form a value curve
3. Add your dots and value curve

Internet Marketing  Open Staging

Ads Houses

ACTIVITY: Strategy Canvas

OKIM & MAUBORGNE

What factors should be
raised well above the
industry’s standard?

What factors that the
industry has long
competed on should be
eliminated?

Eurnhudj h#£R VIV1

What factors should be
reduced well below the
industry’s standard?

What factors should be

created that the industry
has never offered?

©OKIM & MAUBORGNE
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Sample ERRC Grid:

Eliminate, Reduce, Raise, Create

Eliminate + Add Key Factor Raise + Add Key Faclor
Wi fi that the industry has long Which factors should be raised well above the

on should be eliminated? industry's standard?

compt

Buyer's agent Compensation from Seller i Education for Buyers i Client Communication i

Brokerage procedures i Agent professionalism §

+ AddKey Factor Create + Add Key Faclor
tors should be reduced well below the Which factors should be created that the industry

standard? has never offered?
Internet advertising on 3rd party sites i Take care of prepping house i

repairs & cosmetic upgrades if needed i

12/1/2018

— "Eurnhudjh#zw} .

Case Study:
Buyer-Rebate Brokerage

* Business Model
° 100% rebate to buyers in exchange for hope of listing later on
* Red Ocean characteristics
e Competing on price
* Why NOT Blue Ocean?
* May have created additional value, BUT
* Did not lower operational costs
* No guarantee of profitability EVER
* Notes:
° Buyer rebate does not align with industry design
e lllegal in some states
* Hinges on buyer agent compensation from listing agent

Eurnhudj h#£R VIV1 Frs|ulj kw, #/hjlgdiBiEurz q
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12/1/2018
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Case Study:
Beach Homes Realty

* Business Model
* Exclusive focus on water-front properties / multiple states

¢ WHY Blue Ocean?
* Created additional value
* Lowered operational costs
* Identified new customer niche (agents & sellers/buyers)
* No competition
* Notes: Fueled by ‘“Baby Boomer” retirement
20-year demographic trend

-- i = "
eap- = - i -

Frs|uljké PRI e tEwzg

Maximize
Profit Margin

*Lower operational costs =

* Increased profitability
® Income Statement SAMPLE

Refer to your CPA, Accountant, or Tax Preparer for
Financial Advice regarding your specific situation.

Copyright © Regina P. Brown
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Eurnhudj hiE R VIV1

Brokerage Income Statement $ %

Sales - multiple streams of revenue $1,000,000 100%
Sales transactions
Referral fees
Property management
Agent fees (desk fees etc.)
Transaction management fees
Consulting fees
BPO fees
- COS (variable expenses paid per transaction) $900,000 90%
Coop buyer brokers (?)
Agent splits
Referral fees
TC fees
= Gross Margin $100,000 10%

- Operating expenses (fixed costs [ overhead) 465,000 6.5%
Manager salary + benefits
Staff salary + benefits
Building lease [ mortgage
Equipment lease, Utilities, Maintenance
Marketing (recruitment)
Training (retention)
Tech tools, Office supplies
Insurance, Prof. fees
Risk management (rainy day fund)
= Net Profit (before taxes) | EBITDA 435,000 3.5%

12/1/2018
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Designed
Intentionally
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Copyright © Regina P. Brown

26



Brokerage B.O.S.S. 12/1/2018

Arxt of Innovation
ez |

7ic
Thet e * Creating something new
|ﬂﬂo?aﬂon * Myth: Creativity randomly “just happens”
. e Creativity is a process that can be learned

“The Art of Innovation” by Tom Kelley

Eurnhudj hiER VN1

Six Paths to Reconstructing
Market Boundaries

Head-to-Head Competition Blue Ocean Creation

Industry Focus on rivals within its industry Looks across alternative industries

Focuses on competitive position Looks across strategic groups
within strategic group within industry

Strategic Group

Focuses on better serving the buyer group

Buyer Group Redefines the industry buyer group

Focuses on maximizing the value of product
Scope of Product or Looks across to complementary

. . and service offerings within the bounds of . .
Service Offering its igndustry product and service offerings

. . Focuses on improving the price . . .
Functional-emotional " . Rethinks the functional-emotional
performance within the functional

Orientation . . . e orientation of its industry
emotional orientation of its industry

Focuses on adapting to external trends as Participates in shape external trends
the they occur over time

Time

Eurnhudj hiER VN1
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SAMPLE: Six Paths Framework

Overview & Insight

1 Looking Across YOUR FOCAL INDUSTRY 4 Looking Across BEFORE
Alternative Industries = Rental Housing Complimentary + lease terminates
Products & Services TAFTTE
« gathering funds for
downpayment
2 Looking Across YOUR STRATEGIC GROUP
Strategic Groups « Mortgage industry AFTER _
* move in
3 Looking Across the USER e
Chain of Buyers « owner occupied buyers 5 ooking Across

Functional vs.
PURCHASER Emetional Orientation
= parents contribute funds

INFLUENCER

= parents 6 Looking Across Time
« children

. FwnhuhERNEI .

e

ACTIVITY:
Six Paths Framework

My Brainstorm

Look across Alternative Industries

Look across Strategic Groups

Redefine the Customer Groups

9
Look across Complementary Service Offerings \ A&M
Rethink Functional-Emotional Orientation \ \A)

Shape External Trends over Time

Eurnhudj h#£R VIV1 Frs|ulj kw #/hjlgdsiEurz q
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Eurnhudj h#£R NVl

Current TIER 1 TIER 2

Market **Soon to be” | “Refusing”

3 Tiers of
Non-Customers

TIER 3
“Unexplored”

- Customers of your industry

n “Soon-to-be” non-customers
who are on the hedge of your
market waiting to jump ship

- “Refusing” non-customers who
consciously choose against
your market.

E “Unexplored” non-customers
who are in markets distant
from yours.

4 Add Group

Buyers

Your Market

Pre-approved i

Current
Agents

Curious i

Renters

Eurnhudj hi£RR VIVl
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Getting
Licensed

Mooching off §

parents

Another
Industry

SAMPLE: Tiers of Non-Customeyrs

4 Add Group

Renters w/ i
bad credit

Not
Employed

12/1/2018
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Case Study:
Big City REO Brokers

® Business Model

e Secure and sell foreclosure assets from big banks
® Red Ocean characteristics

» Competing on price

* Competing on service
* Why NOT Blue Ocean?

* May have identified new non-customer niche, BUT

 Did not lower operational costs

 Did not create additional value

* Working harder — need more quantity to be profitable
* Note: Successful only in “banker” markets

Euwrnhudj h#£R NVIV1 Frs|ulj kw, #/hjlgdiBEurz g
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Case Study:
Subscription Model

* Business Model
* Homeowners pay monthly or annual fees
¢ Value package of home-related services
* Low (or no) fee for selling house
® WHY Blue Ocean?
* Create additional value for customers
* Lower operational costs
* Identify new customer niche
* No competition for many years

12/1/2018
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5.Don’t
Drown in
Deep Waters

Ewnhudj h#R V1 Frs|ulj kw, #/hjlgdBEurz g

Blue Ocean
DROWNING casualties

® No sustainable plan
e Sailed too far away from shore
* Unprepared for the long journey

pe P
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What Hidden Iceberxgs
Lurk Below the Surface?

T ol

e T

Take Action!

* Implement your Action Plan
* Appendix:
* Buyer Experience Cycle
» Sequence of Blue Ocean Strategy

R e o agye = = o S
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Summary

1. B.0O.S.S. Concept

2. Creating Value with Customers

3. Dominate Your New Market

4. Innovative by Design -- ERRC Grid
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EXPANBED EBTION OF THE

~—— Eurnhudjh#ER V1

Read or Listen

NEW YORK TIMES DESTSELLER
BLUE OCEAN STRATEGY

BLUE OCEAN

SmrT

STRATEGY BEYOND COMPETING

| W-CHANKIM. RENEE MAUBORGNE

o ? T Uy

7ix
The Art
@ .
Innovation

Tom Kelley
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TIM BROWN
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Contact Info

Regina P. Brown

Regina@MBABrokerConsultants.com

(888) 550-9340 x 1

www.MBABrokerConsultants.com

galin
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Thank You!
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Be the B.O.S.S.

- and Dominate
 Your Market

A
P, ,I;-L.z o

Real Estate Brokerages that =~
Innovate, Differentiate, and

Capture Unique Market Share MBA Broker
with Blue Ocean Strategy® Success

Consultants
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