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How to Read This Book

This book has a clear purpose: to help a founder understand two key challenges that determine whether a business thrives and how they fit together.

The first challenge is creating distinctive value — giving buyers a genuine reason to choose you and, in doing so, opening demand that a crowded market cannot. The second is building a business that can deliver that value, capture the benefit, and endure when conditions change. Many founders are strong on one and blind to the other. A brilliant offer on a fragile foundation fails; a sturdy business with nothing distinctive to say is slowly ground down on price. You need both.

So the book teaches. Part I sets out how the basis of competition can be changed, using the Blue Ocean tools developed by W. Chan Kim and Renée Mauborgne, with the Australian wine brand [yellow tail] as a worked example and a fictional trades business, Coolgardie Commercial Refrigeration, to show the same ideas at the scale most readers work at. Part II turns to the three structural traps that can undermine even a strong offer: price pressure, dependence, and fragility. Part III shows how to see your own business clearly — the nine building blocks behind any offer and the relationships between them that determine whether the whole thing holds. Part IV explains what BusinessBuilder does and where it fits.

What this book will and will not do
It will help you understand the strategic possibilities open to a business, and the evidence you would need before acting on any of them. It is not a prescription, and reading it is not the same as redesigning your business. The aim is understanding first — because good decisions rest on an accurate picture, and an accurate picture is the thing almost everyone skips.

A note on the frameworks and the cases. The strategy tools in Part I are established, published work, with citations so you can read the originals. The real cases — a wine brand, a mattress company, a dairy processor, a distillery — are drawn from public records; where a fact matters, it has been checked, and where the interpretation is ours rather than from the settled record, that is stated plainly. Alongside them runs one fictional business, Coolgardie Commercial Refrigeration, used to show each tool applied to a single ordinary trades business. Coolgardie is invented; its figures and situations illustrate the reasoning and are not a real client or a BusinessBuilder assessment. Its full companion case study is free in the Case Library at www.BusinessBuilderAu.com.au. Later in the book, BusinessBuilder's own method is introduced — and there the line between established scholarship and our own working method is drawn clearly, because that honesty is part of what the method is for.
A Tuesday That Repeats

It is a little after nine in the evening. The team has gone home, the phone has finally stopped ringing, and the founder is still at the kitchen table, doing the sums again. Revenue is up on last year. So is effort — more hours, more staff, more jobs moving through the door. Profit, though, has barely moved. A big customer has asked for better rates, and it is hard to say no. A parts supplier has quietly raised prices, and there is nowhere else to turn in time. The work is real, and the business is busy. It just doesn't feel like it is getting anywhere.

Picture a specific business we will follow throughout this book. Coolgardie Commercial Refrigeration is a founder-led trades business — fictional but built on patterns common to thousands of real ones. Its owner, an experienced refrigeration mechanic, keeps the cool rooms and display fridges running for cafes, small grocers and a couple of pubs across a regional city. The business has a good reputation, loyal customers and more work than it can comfortably handle. Yet the harder its owner works, the more the same pressures return. It perfectly illustrates the founder's trap, and we will use it to make every idea in this book concrete.

The founder's trap has a defining feature: working harder stops working. Effort goes in; leverage does not come out. The natural response — discount a little more, chase a few more jobs, take on another weekend — feels decisive, but usually deepens the problem, because the problem is not a shortage of effort. It is the way the business is built and the market it is built into.

Two separate questions hide inside that late-night feeling, and most founders never pull them apart. For Coolgardie, and for any business:

	Is the business offering anything genuinely distinctive — a reason to be chosen that isn't just a lower price? This is a question about the basis of competition.
	And is the business built to deliver that offer, capture the benefit, and survive a shock? This is a question about structure.


They are different problems with different cures, and confusing them is why so much good effort is wasted. This book addresses them in turn. Part I is about the offer. Parts II and III are about the business underneath it.

[image: The organising idea of this book.]The organising idea of this book.Part
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Chapter 1
Red Oceans, Blue Oceans and Value Innovation

W. Chan Kim and Renée Mauborgne, the strategy scholars behind Blue Ocean thinking, gave us a simple way to picture the whole business world — as two kinds of ocean.

Red oceans are all the industries that exist today: the known, mapped-out market space. The boundaries are set, the rules are understood, and everyone competes for a slice of demand that is already there. As the space fills and rivals fight harder for the same customers, competition turns cutthroat — and, in their image, the water turns bloody red. Most founders spend their whole working life in a red ocean without ever naming it. That is not a failure. Plenty of good, profitable businesses operate in red oceans; the point is simply to see the water you are swimming in.

Blue oceans are market space that isn't being fought over—demand created rather than divided. Crucially, a blue ocean does not require inventing an entirely new industry. Kim and Mauborgne are explicit that most blue oceans are opened within existing industries by reconstructing the boundaries of an established market. That makes the idea far more useful to an ordinary founder: you do not need a moonshot; you need a different, compelling answer to what buyers value.

[image: The two strategies contrasted. After Kim &amp; Mauborgne (2005).]The two strategies contrasted. After Kim & Mauborgne (2005).
Source note W. Chan Kim & Renée Mauborgne, Blue Ocean Strategy (Harvard Business School Press, 2005, expanded 2015). On blue oceans created within existing industries, see the authors' published FAQs and Blue Ocean Shift (2017).
Why effort stops working in a red ocean

Effort so often stops paying off because it is nearly always poured into a red ocean. In a crowded market where competitors look alike, and customers default to price comparisons, working harder does not build an advantage — it holds position while margins thin. The effort is real; it simply has nowhere to compound.

The cost of that pattern shows up in the authors' own study of 108 business launches. They found that 86% were line extensions — incremental improvements competing on existing terms, deep in the red ocean — and these produced 62% of revenue but only 39% of profit. The other 14% created new market space; they took 38% of revenue but delivered 61% of profit. A small share of blue-ocean moves generated the lion's share of the returns.

Source note Kim & Mauborgne, Blue Ocean Strategy (2005), and “Value Innovation: The Strategic Logic of High Growth,” Harvard Business Review (1997). The 108-launch figures are widely quoted; treat them as illustrative of a pattern, not a law predicting any one business's outcome.
The objective: value innovation

For decades, strategy teaching held that a business must choose: compete on cost and give up distinctiveness, or differentiate and accept higher costs. Michael Porter's account of generic strategies made this a near-reflex assumption. It is not wrong so much as incomplete — and taken as the only option, it quietly manufactures the trap in which every improvement must raise cost and every saving must cheapen the offer.

Source note Michael E. Porter, Competitive Strategy (Free Press, 1980), on cost leadership, differentiation and focus.
Blue Ocean thinking rejects the trade-off. Its central idea is value innovation: pursuing a genuine leap in buyer value and a lower cost base at the same time. The two are made compatible by dropping the factors an industry competes on but customers don't truly value — which frees resources to raise and create the factors they do. This is why real strategic shifts often look counter-intuitive at first: they break a trade-off almost everyone treats as fixed.

Value innovation is the objective for the rest of Part I. The tools that follow — the strategy canvas, the search for noncustomers, the Four Actions Framework and its ERRC grid, and the commercial-viability sequence — are the practical means of getting there. Chapter 4 then steps back to look at a whole portfolio of offers. Throughout, one Australian business shows the ideas working in the real world.
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Chapter 2
Seeing the Market and Its Noncustomers

Before you can change the basis of competition, you need to clearly see what everyone is currently competing on. Two tools help: the strategy canvas, which makes the existing pattern visible, and the search for noncustomers, which points to where new demand might come from.

The strategy canvas

A strategy canvas is a simple picture. Along the bottom are the factors an industry competes on — the things every player spends money and effort to offer. Up the side is how much of each factor a given business provides, from low to high. Join the dots for one business and you get its value curve. Plot the main players together, and a striking thing usually appears: their curves are nearly identical. Everyone is competing on the same factors, at similar levels. That visual overlap is the signature of a red ocean.

Consider the US wine industry as Casella Wines found it in the early 2000s. Premium wines competed on prestige, complexity, vineyard heritage, ageing, and the vocabulary of connoisseurship — all at high levels and at a high price. Budget wines offered less of the same, more cheaply. Different price points, but the same competitive factors. To a newcomer without a famous vineyard, both curves were a wall.

[image: The existing pattern, and a curve that breaks from it. After Kim &amp; Mauborgne (2005).]The existing pattern, and a curve that breaks from it. After Kim & Mauborgne (2005).
The canvas is diagnostic before it is creative. It shows you, plainly, that competing harder on the industry's factors only moves you along a line everyone is already standing on. To escape, you have to change which factors are on the board — and that means looking somewhere most businesses never look.

In the published case, Casella looked beyond established wine customers towards people choosing beer and ready-to-drink cocktails. A simpler selection and an accessible drinking experience became key parts of the move.

Source note The Blue Ocean Team. Four Actions Framework and Eliminate-Reduce-Raise-Create Grid Examples and Template. Published framework case account of yellow tail; used for the historical teaching example, not as an audit of Casella.
Looking beyond existing buyers — three tiers of noncustomers

Most businesses under pressure instinctively fight harder for existing customers and slice them into ever-finer segments. Blue Ocean thinking pushes in the opposite direction: towards the far larger group of people who are not your customers at all. Kim and Mauborgne describe three tiers of non-customers, arranged by distance from your market.

[image: Three tiers of noncustomers. After Kim &amp; Mauborgne (2005).][image: Three tiers of noncustomers. After Kim &amp; Mauborgne (2005).]
Three tiers of noncustomers. After Kim & Mauborgne (2005).
	The first tier — “soon-to-be” noncustomers. People on the edge of your market who buy minimally and would leave the moment something better appeared. They are the closest and easiest to reach.
	The second tier — “refusing” non-customers. People who have looked at your market and consciously said no. Their reasons for refusing map what the category gets wrong.
	The third tier — “unexplored” noncustomers. People in markets far from yours who have never considered your offer because no one imagined they might want it.


The strategic value of noncustomers is that they reveal what the industry's obsessions are costing it. Existing customers, broadly content, ask for more of the same. Noncustomers tell you why the whole category leaves them cold.

How [yellow tail] read the room

Casella Wines looked past wine drinkers entirely. They realised the bigger pool was the mass of adults who drank beer, spirits and ready-to-drink cocktails and found wine intimidating — pretentious, complicated and hard to choose. In the language above, these were second- and third-tier noncustomers: people who had refused the category or never entered it, put off by the very things the industry was proudest of. That reframed the problem. The question was no longer “how do we make a better wine than other wineries?” but “how do we make a wine that people who don't drink wine would enjoy and feel confident buying?”

Source note Casella Wines / [yellow tail] is a documented case in Kim & Mauborgne, Blue Ocean Strategy (2005) and the authors' teaching materials at blueoceanstrategy.com. Figures such as sales volumes are drawn from those published accounts; this book presents the documented strategic move, not a claim of permanent superiority.
That question could not be answered by competing on the old canvas. It required deliberately deciding which factors to drop and which new ones to bring in — the subject of the next chapter.

The same lens on an ordinary business

You do not need to reinvent an industry for the canvas to be useful. Return to Coolgardie Commercial Refrigeration. On a strategy canvas, its market looks like most trade markets: every operator competes on the same handful of factors — hourly rate, breadth of equipment they will touch, speed of callout, and a fresh quote for every job. The value curves sit almost on top of one another. To a cafe owner ringing around for a fridge repair, the operators are hard to tell apart, so the deciding factor becomes price, and Coolgardie is pulled into a rate comparison it can never win.

[image: An illustrative strategy canvas for Coolgardie. The dotted line is the industry pattern; the solid line is a profile worth testing.]An illustrative strategy canvas for Coolgardie. The dotted line is the industry pattern; the solid line is a profile worth testing.
But the canvas also hints at an opening. Coolgardie's owner keeps noticing the same pattern in callouts: the customer is not really buying a repair; they are trying to avoid the disaster of a cool room failing over a long weekend with a fridge full of stock. What they lack is not another emergency number — it is confidence that the equipment simply keeps running. That points to a different value curve: lower on breadth and per-job quoting, higher on scheduling clarity, preventive planning, a usable service history, and budget certainty. Whether small operators value that combination enough to pay for it is a question for evidence, not a foregone conclusion — but the canvas has turned a vague sense of pressure into a testable idea. This is the profile we will develop and later stress-test throughout the rest of the book.
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Chapter 3
Reconstructing the Offer and Testing Its Economics

Seeing the pattern is one thing; changing it is another. The Four Actions Framework turns the search for a new value curve into four concrete questions, and its companion, the ERRC grid, records the answers. Then — the step founders most often skip — the idea must pass a test of commercial viability before it can be called a strategy at all.

The Four Actions Framework and the ERRC grid

To build a value curve that genuinely diverges, the framework asks four questions against the industry's current factors:

	Eliminate — which factors that the industry takes for granted should be removed entirely?
	Reduce — which factors should be dropped well below the industry standard?
	Raise — which factors should be lifted well above the industry standard?
	Create — which factors should be introduced that the industry has never offered?


The two left-hand actions—eliminate and reduce—cut costs. The two right-hand actions — raise and create — build value up. Doing all four together makes value innovation possible: it is how an offer becomes both more distinctive and cheaper to deliver, rather than trading one off against the other. The ERRC grid simply captures the four answers on a single page.

[image: The four actions, recorded on one grid. After Kim &amp; Mauborgne (2005).]The four actions, recorded on one grid. After Kim & Mauborgne (2005).
Source note The [yellow tail] ERRC choices are described in Kim & Mauborgne (2005) and their ERRC teaching materials at blueoceanstrategy.com.
[yellow tail] on the ERRC grid

Casella's choices map cleanly onto the four actions. They eliminated the things that made wine intimidating — technical jargon, ageing character, oak complexity, and the aura of connoisseurship. They reduced the range to a small number of easy choices and dropped the vineyard-prestige arms race. They increased retail staff involvement and wine accessibility, and made the price approachable rather than cheap. And they created factors the industry had never treated as central: easy drinking, easy selection, and a sense of fun and approachability, in a soft, sweet style a beer drinker could enjoy on first sip.

The result was the divergent value curve in the last chapter's canvas: low on almost everything the industry prized, high on a few things it had ignored. That is what a reconstructed offer looks like — not better execution of the old game, but a different game that rendered the old comparison beside the point.

Coolgardie works the ERRC grid

Coolgardie's owner can run the same four questions.

	Eliminate: the fresh, adversarial quote for every visit, which trains customers to shop on price and eats unpaid hours.
	Reduce: the breadth of equipment the business will touch — being a generalist who services anything spreads the team thin and blunts the brand.
	Raise: scheduling clarity and preventive planning, so customers know when the technician is coming and why.
	Create: something the category does not offer a small operator at all — a planned-maintenance arrangement for a defined set of equipment, with a simple service history and predictable annual cost, so a cafe owner can keep essential gear reliable without becoming a maintenance manager.


In one plain sentence, the offer is: a planned upkeep service for a defined group of refrigeration units, with clear visits, a usable history, and a predictable price. That is a hypothesis to test, not a proven winner — which is exactly what the next section is for.

The step founders skip: testing the economics

Here is the most important caution in Part I. A value curve that looks different is not yet a strategy. A picture of a distinctive offer proves only that it is distinctive — not that anyone will buy it, that it can be priced within reach, that it can be delivered at a profit, or that it can overcome the practical barriers to adoption. Kim and Mauborgne emphasise this point and lay out a sequence that must be followed in order.

[image: Test the idea in this order. After Kim &amp; Mauborgne (2005).]Test the idea in this order. After Kim & Mauborgne (2005).
	Buyer utility. Is there an exceptional reason to buy — real, felt value for the buyer, not just novelty? If not, there is nothing to build on.
	Price. Is it priced within reach of most target buyers from the start, rather than set high and lowered later? Blue oceans are usually won by attracting volume, not by charging a premium to a few.
	Cost. Can you deliver at that price and still maintain a healthy margin? This is where the eliminate-and-reduce actions earn their keep—they make an accessible price profitable.
	Adoption. What could stop people from actually taking it up — resistance from buyers, partners, staff, or the wider system? Adoption comes last because a category-defining idea often meets objections that are unrelated to the offer's merits.


The sequence is a series of gates. An idea earns the next question only after passing the one before. [yellow tail] cleared all four: exceptional utility for nervous wine buyers; an accessible everyday price; a cost base kept low by a simple range and no ageing; and adoption helped by making retail staff allies rather than gatekeepers. Miss any one of these, and even a beautifully divergent curve closes before it opens.

Coolgardie's planned-maintenance idea has to run the same gauntlet, and it is not obviously safe. Buyer utility looks promising — avoiding a weekend cool-room failure is a real, felt benefit. Price is harder: a monthly fee has to feel affordable to a small cafe while still adding up over a year. Cost is harder still, and it is where the idea could quietly fail — a fixed-price promise to keep equipment running exposes Coolgardie to unpredictable breakdowns, and if the maths assumes an average call-out rate that a bad month blows through, the margin evaporates. Adoption has its own trap: the offer only works if customers commit to a schedule, and some will resist signing up to anything ongoing. None of these is fatal, but the owner must test each with evidence before sinking time and money into it. We will return to exactly this offer in Part III, once we can look inside the business that would have to deliver it.

The lesson for founders
To apply the reasoning, name the most consequential assumptions in your own offer. What benefit must buyers value? What commitment must they accept? What cost must remain within reach? What cooperation must another party provide? Then identify evidence that could challenge each assumption.
A different-looking offer is a hypothesis, not a plan. Before committing money or time, walk it through utility, price, cost and adoption in that order. Most promising ideas that never scale failed one of these gates — usually quietly, and usually not the one the founder was watching.
A small trial can be useful when it reflects the real decision. Positive comments about an idea are different from purchasing under realistic terms. A successful demonstration is different from repeatable delivery. Evidence should be proportionate to the commitment under consideration and the consequences of being wrong.
The full case in the Case LibraryCasella Wines and [yellow tail]This Part draws on [yellow tail] to show a value curve that broke from the category. The full researched case follows the business behind it—the launch decisions, the US partner, production and the cash needed to fund growth—and what changed after the breakthrough. Read it free at www.BusinessBuilderAu.com.au
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Chapter 4
Reading the Portfolio with the PMS Map

Most businesses sell more than one thing, and a single strong offer can hide a portfolio quietly sliding toward sameness. The Pioneer–Migrator–Settler (PMS) Map is a portfolio tool: it plots your offers by how much innovative value they give buyers, so you can see how healthy — or how vulnerable — the whole set really is.

[image: The PMS Map, with a fictional portfolio plotted. After Kim &amp; Mauborgne (2005).]The PMS Map, with a fictional portfolio plotted. After Kim & Mauborgne (2005).
The three categories of value

Every offering in a business portfolio occupies one of three value positions. These are not labels of quality or intent; they describe how much innovative value an offering gives buyers.

	Settlers are me-too offers whose value curve conforms to the industry's. Their offerings are comparable, their advantages temporary, and their performance tied to price or convenience. Settlers tend to compete on price or convenience, which often limits growth. When portfolios are dominated by settlers, strategy becomes defensive: benchmarking and imitation are common, and margins are often under pressure. Stability is possible; breakout is not.
	Migrators offer more than most rivals — a better version of the industry standard — but have not changed the basis of competition. They can grow, yet their advantage is visible and contestable. They stand out from peers, often through design, features, or service quality, yet they still operate within the same market logic. Migrators can grow, but their advantage is contestable. Competitors can see them, and they’re vulnerable to being overtaken by more radical value shifts. Markets filled with migrators signal latent opportunity—but not yet structural escape.
	Pioneers offer unprecedented value; their curve diverges sharply from the competition. These are the blue-ocean moves, and the authors identify them as the most powerful sources of profitable growth. They redefine what customers value, thereby creating demand rather than fighting over it. Their advantage is not incremental; it is architectural. This is why pioneers attract mass followings and can earn stronger margins while their value remains distinctive — an advantage that still erodes as others adapt.


Plotting the portfolio is revealing. A set made up mostly of settlers signals a low-growth trajectory and heavy exposure to price competition, no matter how busy the business feels. A set heavy in migrators can grow steadily but is always one strong rival away from pressure. Even a small pioneer presence can pull the whole portfolio forward. The map's value is that it shifts the conversation from “how is each product performing?” to “what kind of value are we actually offering, and where is our growth going to come from?”

What the PMS Map is — and is not

Two clarifications matter because the map is easy to over-read. First, it is about buyer-value positioning — how innovative the offer is to the customer — and nothing else. It does not describe how the business is built, whether it can deliver the offer, or how much bargaining power it holds. Those are different questions, and Parts II and III address them. Second, the map plots current and planned offers to guide where to aim next; it does not, on its own, establish resilience or explain why pressure persists. It tells you the shape of your value ambitions, not the soundness of the business beneath them.

Source note Pioneer–Migrator–Settler Map, Kim & Mauborgne, Blue Ocean Strategy (2005) and blueoceanstrategy.com/tools/pms-map. The map is designed for portfolio and offering-level analysis; using it to label an entire business as a single type overreaches what the tool supports.
A worked example: the mattress category

The mattress industry is a useful place to see the three positions at once, because its recent history laid them out plainly. For years, the category was dominated by what the map calls settlers: brands sold through showrooms, competing on similar terms—a wall of near-identical models with confusing names, discounted against one another in perpetual sales. Any one of these offers, plotted on the map, sits close to the industry's conventional value curve. They can be perfectly profitable; they simply follow the accepted basis of competition rather than change it.

When Koala launched in Australia in 2015, its offer occupied a different position. By selling direct online, with a small, simple range, a long, risk-free home trial and fast delivery, it reconstructed the buying experience rather than improving the showroom experience — the kind of divergent value curve that, at launch, the map would place towards the pioneer end. The point is not that Koala was “better.” Its offer created buyer value the category had not previously combined, which is precisely what the pioneer position describes.

The instructive part came next. Koala's model was visible and attractive, and other direct-to-consumer bed-in-a-box brands followed with broadly similar offers. A follower that matches the prevailing direct-to-online formula without adding anything distinctive is, in map terms, a migrator at best — offering more than the old showroom model but no longer changing the basis of competition. As imitation spreads, an offer that was once a pioneer drifts towards the crowded centre unless it is renewed. This is the single most important lesson the map teaches: a position is a snapshot in time, not a permanent badge, and today's pioneer is tomorrow's migrator once the market adapts.

Source note Koala is used to illustrate the offer positions evident in its public positioning since 2015. Placement on the PMS Map reflects the distinctiveness of the buyer value offered at a point in time; it is not a claim that Koala “won” the category, holds a permanent advantage, or that its later offers remain in any particular position. The category dynamic described (direct-to-consumer imitation) is the general pattern the map is designed to anticipate.
Coolgardie's own portfolio — plotted in the PMS Map above

The same exercise applies to the business we have been following, and it shows why the map focuses on offers rather than companies. Coolgardie Commercial Refrigeration does not occupy a single position on the map — it has several, and they are easy to confuse when the business is described as a single entity. These are the three offers plotted in the PMS Map above.

Its bread-and-butter emergency call-out service is a settler: it competes on the category's accepted terms — availability, hourly rate, breadth of equipment — much as every other operator does. That is not a criticism; the settler work pays the wages and keeps the vans on the road. It’s more organised planned-service work, where it schedules visits and keeps some history for regular customers, sits closer to a migrator: it improves on the conventional offer without yet changing the basis of competition. And the planned-maintenance proposition developed in Chapter 3 — a defined set of equipment kept reliable for a predictable annual price, aimed partly at operators who currently buy nothing but emergency repairs — is a pioneer candidate: it reaches toward buyer value the category does not currently combine.

The word candidate is deliberate, and it is the same discipline the mattress case demands. Coolgardie's planned-maintenance offer looks distinctive on paper, but whether it truly occupies the pioneer position depends on evidence the business does not yet have — that small operators value the reliability promise enough to pay for it, and that Coolgardie can deliver it profitably. Until then, it is a promising position to test, not an achievement to claim. Calling it a pioneer prematurely would be exactly the over-labelling the map warns against — which is why it is drawn half-filled in the figure.

Reading a portfolio, not a company
Plotting Coolgardie's three offers separately does something a single label never could: it turns a vague ambition (“move upmarket,” “do more planned work”) into a clear question about where growth is meant to come from. If the future depends on the pioneer-candidate offer, then the business's attention, evidence-gathering and testing should concentrate there — not on discounting the settler work harder. The map does not make that decision for the founder. It makes the choice visible: a portfolio leaning entirely on settler offers has a low growth trajectory however busy it feels, and one promising candidate may be worth more careful testing than three well-run me-too services.

Source note Coolgardie Commercial Refrigeration is fictional; the positions attributed to its offers are illustrative teaching judgements, not measured market classifications.
The turn from Part I to Part II
The Blue Ocean tools help you design an offer that changes the basis of competition. But an attractive offer is only half the story. The business must still deliver it, keep the benefit of it, and survive when conditions change — and there are three structural traps that can undermine even a genuinely distinctive business. That is where we turn next.
Part
II

Why a Promising Business Can Still Become Trapped
	Bridge · Opportunity and Exposure Together
	Chapter 5 · The Price Trap
	Chapter 6 · The Holdup Trap
	Chapter 7 · The Fragility Trap

The Bridge: Opportunity and Exposure Together

Part I was about opportunity — how the basis of competition can shift, and how a founder can design an offer that creates demand rather than fighting for a share of it. This short bridge marks a deliberate turn, because opportunity is only half of what a founder needs to understand.

A differentiated offer can still depend entirely on a single platform that could change its terms overnight. A new source of demand can strain cash and capacity to the breaking point. A successful innovation invites imitation, and its advantage erodes. The very success of a good offer creates its own exposures. Understanding the opportunity without understanding the exposure is how promising businesses walk confidently into trouble.

The three traps that follow are the exposures that most often undermine a business — including one with a genuinely distinctive offer. Each corresponds to a straightforward question a founder should ask of any strategy, no matter how attractive it looks on a strategy canvas:

	Trap	The question it forces
	Price	Does the offer give buyers a real reason to choose it — and do the economics support that choice over time?
	Holdup	Who controls the customers, channels, inputs or capabilities the offer depends on — and what happens after you have committed to them?
	Fragility	Which assumptions, dependencies or missing buffers could stop the business delivering when conditions change?



These are BusinessBuilder's complementary questions, not additional stages of Blue Ocean Strategy. They are designed to ensure a founder weighs the strength of the business against the attractiveness of the offer — and it is this pairing that makes a strategy genuinely credible rather than merely appealing.
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Chapter 5
The Price Trap

The price trap occurs when the business struggles to retain sufficient economic value because buyers can readily substitute, bargain away or fail to recognise what it offers. This book and BusinessBuilder’s method use it as an interpretive lens, not an externally validated diagnostic category. A low selling price by itself does not establish the trap. A deliberately low-cost model may work well at that price.

Look for the relationship between buyer choice and the delivery burden. A firm may win work only through discounts while still providing expensive customisation. It may price by hours while customers value a dependable outcome. It may promise high availability without charging for the capacity needed to provide it.

The immediate symptom is often margin pressure. The underlying explanation could be an undifferentiated offer, an unsuitable segment, inefficient delivery, an inappropriate charging model or several of these. A founder’s frustration with price-sensitive customers does not determine which explanation is correct.

The psychology of the discount

Positioning yourself as the cheaper option teaches customers to value your offer at its price and nothing more. Once they learn that lesson, it is hard to unteach. Price-driven customers feel little loyalty; they move for the next small saving. Both sides end up on thin margins, under constant pressure, one bad month away from trouble.

[image: A reinforcing loop: each discount narrows the next decision.]A reinforcing loop: each discount narrows the next decision.
Persistent discounting is a symptom, not a strategy.
It is the clearest everyday sign of a Price Trap: competitive pressure eroding margin without improving the long-term position. The escape is not a better discount; it is a reason to be chosen that isn't price — which is exactly what the Blue Ocean tools in Part I are for.

Follow the economics of a concession

Suppose a job earns $100, with $70 variable costs, leaving $30 contribution. A 10% price cut reduces revenue to $90 and contribution to $20, which would require 1.5 jobs to maintain $ 30 contribution, assuming costs and capacity are unchanged.

But in reality, capacity and costs may differ. Concessions can lead to overtime, extra admin, or use of spare capacity. Without knowing these factors, “we will make it up in volume” is unproven.

[image: ]
Review actual quotes, invoices, discounts, and costs. Revenue estimates may hide different economic setups, especially if rework or coordination is needed.

Case study: Koala and the buying experience

The Australian mattress-in-a-box brand Koala, launched in 2015, is a useful example of stepping out of a price fight — with its facts kept to what its own offer and channel choices show. Buying a mattress had long been a low-trust, high-friction experience: confusing model names that varied between stores, showroom haggling, and constant sale-on-now discounting.

Koala competed on factors other than price. It sold directly online rather than through showrooms, removing a cost layer the customer never valued. It offered a small, simple range rather than a bewildering wall of near-identical models, reducing choice anxiety. It added a long, risk-free home trial and fast delivery, and built a distinctive, warm brand. In Part I's language, it eliminated and reduced factors buyers didn't value and raised and created those they did — a reconstruction of the buying experience, not a cheaper mattress.

Source note Koala is used here as an illustration of offer and channel choices evident from its own public positioning since 2015. This book does not claim Koala “reset the category” or hold any permanent advantage; competitors adopted similar models, which is precisely the imitation pressure discussed in Chapter 6.
The lesson for founders
The lesson is not that direct-to-consumer always wins. It is that persistent discounting usually signals a business is competing on the wrong factors. The way out of a price war is rarely a lower price; it is a reason to matter that competitors cannot instantly copy. And as the next chapter shows, even a distinctive offer has to ask who controls the things it depends on.
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Chapter 6
The Holdup Trap

A danger few founders plan for wears the disguise of success: landing a customer who grows to half your revenue, or a supplier so cheap and convenient that everything flows through them. On the surface, it looks efficient. In strategy, it is called holdup — when a customer, supplier, platform or partner gains enough leverage over a business to dictate its terms. At that point, the ability to say no is gone.

A rough early-warning line
When a single customer or supplier accounts for more than roughly 30% of revenue or supply, bargaining power starts to shift toward them. It is not a failure and does not mean ending the relationship — but deepening reliance from there is a decision to make deliberately, not by drift.

The line is a practical prompt drawn from concentration risk, not a validated threshold. Treat it as a reason to look closely, not a verdict.

Why leverage shifts

In a textbook, every deal is a free exchange between two parties who can both walk away. Real business is rarely that clean, and what quietly breaks the balance is a decision that felt sensible at the time: sinking money into something that pays off only within one relationship. Buying a machine tooled for a single client. Training your team on one supplier's system. Building your product entirely on one platform. Economists call this asset specificity — the plain version is that you have made a bet that only wins if that particular relationship continues.

Once the money is spent, it changes the maths of every conversation that follows. The cost is gone whether the relationship continues or not, so the only question left is what the investment is still worth to you — and it is worth far more inside the relationship than outside it. That gap is what the other side can lean on: a better price, slower payment, new terms, up to the size of the gap. This is the holdup problem, and it is why a signed contract and fair intentions are not, by themselves, protection. When one side has committed, and the other has not, leverage has already shifted.

Source note The mechanism was set out by Benjamin Klein, Robert G. Crawford & Armen A. Alchian, “Vertical Integration, Appropriable Rents, and the Competitive Contracting Process,” Journal of Law and Economics 21 (1978), and developed by Oliver E. Williamson, whose work on these ideas earned a Nobel Prize. The founder-facing point is the plain one above; the terminology is theirs.
Case Study: A history of ice and leverage

The nineteenth-century American case Goebel v. Linn (Michigan, 1882) often illustrates the point. A brewery depended on a supplier for ice that was essential, time-sensitive and, after a mild winter left natural ice scarce, hard to replace. When the supplier demanded a higher price mid-season, the brewery — with beer that would spoil without ice — paid rather than halt production, then disputed the deal. The court upheld the renegotiated bargain. What made the brewery vulnerable was not bad faith or poor negotiation—it was exposure. Ice was essential, time-sensitive, and scarce. Once those conditions aligned, the supplier’s ability to renegotiate was inevitable. The contract did not fail; the dependency did.

Source note Goebel v. Linn, 47 Mich. 489 (1882), is a widely taught illustration in contract economics. It is used here as a bounded historical example of commitment and scarcity, not as a precise guide to modern contract law.
The modern version is what founders call being sherlocked: a platform owner absorbs a third party's feature into its own product, and that third party's value proposition evaporates overnight. The frozen lake and the platform teach the same lesson — neither is neutral ground. Both are owned terrain, and building on it is a commitment whose price is set by someone else.

Source note Apple famously introduced a feature into macOS that replicated the functionality of a popular third-party app called Watson. Overnight, Watson's value proposition evaporated because the platform owner (Apple) absorbed the feature.
Another documented case: the 2016 dairy price collapse

A concrete Australian example shows how commitment and scarcity combine on the supply side — and because parts of it were tested in court, the facts can be stated with unusual confidence. Murray Goulburn was, for decades, Australia's largest dairy processor: a farmer-owned cooperative that, around 2015, recorded revenues near $2.9 billion and took in the milk of roughly 2,500 farmer-suppliers, many of whom had built their livelihoods around supplying it.

Through the 2015–16 season, the cooperative told farmers it expected to pay an opening farm-gate price of $5.60 per kilogram of milk solids. In late April 2016, after earnings deteriorated, it cut the price paid — and did so retrospectively, treating already delivered milk as overpaid and clawing back the difference. Farmers who had planned, borrowed and expanded around the promised price were left being paid below the cost of production, with some facing back-payment liabilities running to six figures. The managing director departed, and in 2018 the business was sold to the Canadian dairy company Saputo.

What lifts this beyond a matter of interpretation is the regulator's finding. In December 2018, the Federal Court ordered the former managing director to pay a $200,000 penalty for knowingly being concerned in Murray Goulburn's false or misleading representations — and the cooperative admitted it had breached the Australian Consumer Law by representing, from late February to late April 2016, that it could maintain the $5.60 opening price. The regulator's concern was precisely that farmers had been denied timely, accurate information needed to make decisions — including whether to switch processors while they still realistically could.

Source note Regulatory facts from the Australian Competition and Consumer Commission media release, “Former Murray Goulburn MD Gary Helou to pay $200,000 penalty” (6 December 2018), and Federal Court proceedings reported by ABC News. Background figures from contemporaneous reporting (ABC News, 2016–2021; The Conversation, 2016) and the public record of the 2018 Saputo acquisition.
The point for a founder is not to assign blame for the whole affair — the wider causes included a global dairy glut and the cooperative's own strategic missteps, and reasonable observers weigh them differently. The structural lesson is narrower and firmer, with two parts. First, the farmers' exposure stemmed from commitment and limited alternatives: they had made relationship-specific investments — herds, equipment, expansion — sized for one buyer, in a market where switching processors quickly was not realistic. Second, dependence is worst when you also rely on the other party for the information you need to act. When the party you depend on controls what you are told and when, a nominal freedom to walk away can be worth far less than it appears. That is the holdup problem in a modern Australian setting, and no contract clause fully neutralises it.

The full case in the Case LibraryMurray Goulburn: the 2016 milk-price crisisThe full researched case follows the crisis from the promise to suppliers, through the loss of milk supply and the sale to Saputo, to what the later regulator findings did and did not establish. Read it free at www.BusinessBuilderAu.com.au

The lesson is starkA contract is a sword, not a shield. Never confuse legal rights with survival. A contract grants the right to sue for damages years after a business has failed, but it does not compel a supplier to deliver the "ice" today. A contract secures the right to a remedy later; it does not guarantee that the supply continues today. Enforceable rights and practical continuity are distinct protections.


Escaping the handcuffs

The durable defence against holdup is optionality: structuring the business so that no single customer, supplier, platform or partner can unilaterally cause failure. That means keeping a second supplier even when the first is cheaper, diversifying distribution even when scale discounts beckon, and building direct relationships and a brand customers seek out so no intermediary owns the path to them. Sometimes it means integrating — building the capability in-house, the strategic equivalent of buying the ice machine. Optionality looks inefficient in good times. It is what keeps leverage on your side of the table in bad times.

Coolgardie’s quiet dependencies
Coolgardie has two holdup exposures that look like successes. The first is a single large customer — a small supermarket group that now books more of the team’s hours than any other client. It pays reliably, and the work is steady, which is exactly why the owner keeps saying yes. But as it approaches a third of revenue, its requests for keener rates become harder to refuse, and losing it would leave a hole the business could not quickly fill. The second is a parts supplier: one distributor stocks the specific compressors Coolgardie fits most often, and years of habit mean the team is trained around that one relationship. Neither is a mistake. Both are commitments whose terms are increasingly set by the other side, and both deserve a deliberate decision rather than another year of drift.
Whether the answer is to take ownership of a dependency — holding parts, or owning the customer relationship rather than waiting to be called — is a question worth asking, but not one to settle here. It is best examined once the business can be read as a set of relationships rather than a list of parts; Chapter 9 returns to it, alongside the other growth moves, and shows what the evidence would need to support before committing capital.

A note on imitation and channels

Holdup is about who controls what you depend on; a close cousin is what happens when someone copies your distinctive offer. Founders often fear that a good idea invites instant imitation by larger rivals. In practice, imitation is often slower than expected — not because big firms cannot copy a feature, but because a genuine Blue Ocean move is a whole system of choices, and copying one part conflicts with the rest of an incumbent's model. A business built on direct customer relationships, for example, is awkward for an incumbent whose entire structure runs through intermediaries.

The Australian toilet-paper company Who Gives A Crap illustrates the connected-choices point. It sells a commodity, but combines several reinforcing decisions: a purpose that gives buyers a non-price reason to choose (a share of profits funds sanitation projects), a direct-to-consumer subscription channel, bulk ordering that suits both delivery economics and the customer's cupboard, and a distinctive, humorous brand voice. The choices support one another, making the whole harder to copy piecemeal than any single element.

Source note Who Gives A Crap illustrates how connected choices across an offer reinforce one another. This book does not claim direct sales capture “full margin” or that the model is immune to imitation; the point is the interdependence of the choices, not any permanent advantage.
The caution cuts both ways. Interdependence slows imitation; it does not prevent it. A distinctive offer still turns red over time as others adapt, which is why Part I treats blue oceans as moves to be renewed, not positions to be held forever. Understanding who you depend on and how easily your advantage can be copied is part of judging whether an attractive offer rests on a sound business.

A useful question might be: “What evidence establishes that the named alternative can take over the critical work within the time our customer commitments allow?” Answering it may confirm that the dependence is manageable. It may reveal a gap. Either result is more useful than treating all partnerships as dangerous. The fragility trap extends the examination from bargaining and choice to interruption and recovery.
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Chapter 7
The Fragility Trap

The third trap is the hidden cost of efficiency. It is a turbulent world — pandemics, supply shocks, sudden shifts in costs and demand — yet many founders build businesses that assume everything will go to plan. They optimise for a sunny day: orders arrive, customers keep buying, and inputs keep flowing. The result can look impressive yet still have a glass jaw, where one well-aimed shock ends it.

[image: Robustness is designed, not accidental.]Robustness is designed, not accidental.
From efficiency to resilience

Nassim Taleb's distinction is useful. Fragile things are harmed by volatility; robust things withstand it; antifragile things improve under stress. Fragility is an asymmetry — more to lose than to gain from disorder — and a business becomes fragile precisely when it is optimised so tightly that any shock has far more downside than upside.

Resilience, by contrast, is not luck; it is a built capability. Researchers describe it as the ability to anticipate trouble, cope with the hit when it lands, and adapt afterwards. Each part can be designed in advance — which is the opposite of assuming the sunny day will hold.

Source note Nassim Nicholas Taleb, Antifragile (2012) and The Black Swan (2007). On resilience as a built capability of anticipation, coping and adaptation, see S. Duchek (2020), “Organizational resilience: a capability-based conceptualization,” Business Research 13, 215–246.
A documented shock and recovery: Archie Rose

The Australian craft distillery Archie Rose Distilling Co gives an unusually complete example of shock, response and remaining exposure — the three parts a fragility story needs, and the reason it is more instructive than a simple survival tale.

The shock was sudden and specific. In mid-March 2020, as COVID-19 restrictions closed bars and hospitality venues, Archie Rose lost its core sales channels almost overnight — a cruel timing, coinciding with the move into a large new distillery the business had spent years building. Its exposure was near-total dependence on on-premise and cellar-door demand, which vanished in days. That is a glass jaw: an efficient model with little buffer against a specific kind of blow.

The response drew on a buffer the business happened to hold. A distillery keeps high-proof ethanol on hand — the shared input between gin and hand sanitiser, which was suddenly in national shortage. Archie Rose reallocated production to sanitiser and moved fast: by its founders' account, the decision was made on a Monday and the product was on sale that Friday, one of the quickest turnarounds the business had achieved. Early batches sold out within hours, and the new line let the distillery keep staff on — including recently stood-down workers, who were put first on the bottling line.

In Canvas terms, the analytical reading connects Key Resources and Key Activities with a changed Value Proposition. Packaging and fulfilment introduce Key Partners and Cost Structure. The new source of demand does not eliminate those other relationships.

Source note Drawn from contemporaneous reporting (SmartCompany, Broadsheet, Qantas Travel Insider, March–May 2020). Several distilleries pivoted similarly; Archie Rose is used because its shock, response and stated limits are well documented.
The honest part of the story is the remaining exposure. The founders were explicit that sanitiser was a stopgap, not a new business — they were, in their words, not in the sanitiser business and did not intend to be. The pivot bought time and protected jobs; it did not remove the underlying dependence on hospitality demand, which would return only as venues reopened. That is what makes it a resilience lesson rather than a triumph: the business coped and adapted because it had a usable buffer and moved quickly, but the structural exposure that made the shock so dangerous was reduced, not resolved.

Founder dependence is a fragility

The most common glass jaw in a small business is the founder. Coolgardie runs on the owner's head: only they can scope a tricky job, judge which repairs to prioritise on a bad day, and reassure a worried publican that the cool room will hold. That capability is a genuine strength — it is much of why the business has survived — but it is also a single point of failure hiding in plain sight. If the owner is sick for a fortnight, quoting stalls, scheduling frays, and the very customers a planned-maintenance offer would promise reliability to are left waiting. The exposure is not that the owner works hard; it is that specific, essential work cannot happen without one person, and no buffer stands behind them. Naming that precisely — which tasks, what happens when they are unavailable, what would let someone else do them — is the first step to reducing it, and it is exactly the kind of relationship the structural view in the next part is built to surface.

What resilience looks like in practice

Resilient businesses hold slack on purpose. Spare capacity, a second supplier, a cash buffer, a latent capability that can be repurposed — these look wasteful in good times but decide who survives in bad ones. They favour reversible decisions over irreversible commitments for a marginal efficiency gain. And they stress-test before they scale, because growth amplifies fragility: scaling a business with hidden cracks simply makes the eventual failure larger. The question worth asking of any plan is not only “how well does this work if all goes right?” but also “what happens to us if one key assumption turns out to be wrong?”

When the three traps overlap

A price concession can reduce the resources available for backup capacity. Concentration can increase the consequences of a customer’s change in terms. Founder dependence can make a promising new offer expensive to deliver. These are possible pathways to explore, not universal chains that apply to every firm.

Naming the traps is intended to organise attention. The underlying evidence and relationships must remain visible. If “fragility” is all the founder receives, the label has done too little work. The next chapters explain how BusinessBuilder connects the label to the business model and its supporting record.
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Chapter 8
The Business Model Behind the Offer

Parts I and II have looked outward — at the offer, the market, and the exposures a business faces. This part turns inward, to the machine that has to deliver it all. Before anyone can judge whether a business can sustain a distinctive offer, they need a clear, shared picture of how the business actually works. The Business Model Canvas provides exactly that.

Developed by Alexander Osterwalder and Yves Pigneur, the Business Model Canvas describes any business on a single page using nine building blocks: Customer Segments, Value Propositions, Channels, Customer Relationships, Revenue Streams, Key Resources, Key Activities, Key Partnerships, and Cost Structure. Its layout presents an argument — the market on the right, the operating machinery on the left, the value proposition joining them, and the money at the bottom.

Source note Alexander Osterwalder & Yves Pigneur, Business Model Generation (Wiley, 2010), building on Osterwalder's 2004 doctoral thesis. A known limitation: the Canvas describes the firm and its customers, not rivals, regulation or the wider environment — those must be weighed alongside it.
[image: The nine blocks as one system. After Osterwalder &amp; Pigneur (2010).]The nine blocks as one system. After Osterwalder & Pigneur (2010).
The Canvas is where the two halves of this book meet. A Blue Ocean offer is not just a clever value proposition; it is a change that must ripple through several blocks at once. [yellow tail]'s reconstruction, for instance, touched Customer Segments (wine's noncustomers), Value Propositions (easy, fun, approachable), Channels (mainstream retail rather than specialist), and Cost Structure (a simple range, no ageing). The traps of Part II appear here too: price pressure in the relationship between Value Propositions and Revenue; hold-up in Key Partnerships and Channels; and fragility in thin Key Resources or a single point of failure among Key Activities.

PMS positioning, mapped to the Canvas

The Canvas also gives us a way to make the portfolio positions from Chapter 4 concrete. There, the Pioneer–Migrator–Settler map sorts offers by how much buyer value they create. That is a judgement about the offer as the customer experiences it. But each position also tends to show up as a different kind of move on the nine blocks — and seeing it structurally makes the difference easier to grasp and harder to fudge.

[image: ]
A settler optimises within the existing blocks. The arrangement is taken as given; effort goes into running each block a little better — trimming costs here, tightening activities there. The value curve still aligns with the industry's.

[image: ]
A migrator raises the level within the same blocks. It offers more than rivals — a stronger proposition, a slicker channel, better service — but the model’s shape and the relationships between the blocks are the ones the industry already uses.

[image: ]
 A pioneer reconfigures how the blocks interact. It keeps the same nine blocks — every business has them — but rewires the relationships between them into a pattern the industry has not used, enabling it to offer value no one else combines.

This is a lens, not a law, and it is worth saying so plainly. The three types are defined by buyer value, not by a checklist of structural moves, and real businesses blur the edges: a migrator may alter one relationship, and a pioneer almost always improves individual blocks while rewiring them. The point of the picture is not to reclassify businesses by counting arrows. It shows why pioneering is a structural act—it lives in the relationships between the blocks—which is exactly what the next chapter focuses on.

Worked example: the same blocks, wired two ways

The three positions become sharpest when we compare one product configured in two different ways. Toilet paper is about as ordinary a product as there is, which makes it ideal: nothing about the paper itself explains the difference in outcome. The difference is structural.

We met Who Gives A Crap in Chapter 6, where its connected choices helped explain why a distinctive offer resists quick imitation. Here, we use it for a different purpose — to show, on the Canvas, how the arrangement of the nine blocks determines whether a business faces price pressure or largely escapes it.

The conventional configuration

Start by considering how a commodity like toilet paper is typically sold. This is not any one company's failing; it is the category norm and a settler configuration in the sense of Chapter 4. The customer is an anonymous shopper, not a relationship. The value proposition is functionally interchangeable with every other roll on the shelf. The channel is a supermarket shelf, rented by the maker on the retailer's terms. Relationships with the end customer are absent by design. Revenue is determined by price at each purchase, and cost is justified only by scale.

[image: The conventional category configuration — a settler pattern. Illustrative.]The conventional category configuration — a settler pattern. Illustrative.
Each of those choices looks reasonable on its own. Together, they form a system in which margin pressure is not bad luck but the built-in result: strategic weight sits with the retailer and with price, and the maker has given itself no other place to stand. This is the point worth holding onto:

Price pressure is not simply a market condition. It is, in large part, a configuration outcome.
Where the blocks are arranged so that intermediaries control access and price governs revenue, margin erosion is the built-in risk of that configuration — however good the product and however hard the team works.

The pioneer reconfiguration

Now, the same nine blocks, wired differently. Who Gives A Crap did not fix the settler model; it entered the category with a different configuration from the start. The customer is defined as a recognisable, values-driven household rather than an anonymous shopper, making a genuine relationship structurally possible. The channel is owned — direct-to-consumer — rather than rented, which collapses shelf comparison and removes an intermediary's bargaining power. Customer relationships are deliberately built through community and a distinctive, humorous brand voice. Revenue flows through subscriptions and bulk pre-paid orders, reducing exposure to per-purchase price competition. The paper is still ordinary; the system carrying it is not.

[image: A pioneer reconfiguration, illustrated by Who Gives A Crap. The rewired blocks are shown in teal. Illustrative.]A pioneer reconfiguration, illustrated by Who Gives A Crap. The rewired blocks are shown in teal. Illustrative.
Read across the two diagrams, and the pioneering move is exactly as described in Chapter 4: not better execution of the same blocks, but a rearrangement of how the blocks relate. Customer Segments, Customer Relationships, Channels and Revenue Streams are wired into a different pattern, and that pattern shifts strategic weight away from price and intermediaries.

Two honest cautions

Because this contrast is so clear, it is easy to overstate, and two limits matter. First, reconfiguration relocates pressure; it does not abolish it. Selling direct removes the retailer's leverage but introduces new costs and dependencies — customer acquisition, fulfilment, service, returns and retention now sit with the business. Margin improves where intermediary dependence falls, provided those new costs are controlled; it is not free.

Second, purpose is not a moat. A mission-led proposition can give a customer a reason to consider the brand, but availability, product experience and the ordering arrangement still determine whether the relationship continues, and a competitor can adopt a similar structure. The lesson is not “add a purpose and go direct.” It is that price pressure is often built in and can sometimes be designed out — by changing how the blocks relate, then testing whether the new arrangement is one the business can actually sustain.

Source note Who Gives A Crap is used to illustrate how the arrangement of Canvas blocks affects price pressure. The company launched with a direct, purpose-led subscription model; the “conventional configuration” diagram represents the general category norm it competed against, not the company's own history. Both diagrams are illustrative structural readings based on public information, not a completed assessment of any business. No claim is made that direct selling preserves the full retail margin or that purpose prevents imitation. After Osterwalder & Pigneur (2010); positions after Kim & Mauborgne (2005).
Three positions in one business: Coolgardie

The business we have been following shows all three at once, which is why a single label would mislead. Coolgardie's emergency call-out work is a settler: it runs the standard blocks — reactive jobs, hourly rates, a broad equipment base — and competes by doing them competently. Its more organised planned-service work is a migrator: the same blocks, lifted above the local standard with scheduled visits and a kept service history. And the planned-maintenance proposition from Chapter 3 is a pioneer candidate precisely because it rewires relationships between blocks — tying Customer Relationships, Revenue Streams and Key Activities into a recurring arrangement rather than a series of one-off repairs, so the business earns by keeping equipment running rather than by being called when it fails.

Set out that way, the reason the pioneer-candidate offer feels harder to deliver becomes clear: it does not just ask each block to perform better; it asks the blocks to relate to one another in a new way. That is more demanding and more fragile if the underlying relationships are weak — which is the whole reason to look at those relationships directly before committing to the move.

But naming the nine blocks, and even placing an offer among the three positions, is only the beginning. A business is not nine separate boxes; it is a system in which the blocks pull on one another. A strong value proposition sold through the wrong channel still fails. Excellent activities built on a weak resource base still break down. The blocks describe a business — but the relationships between them determine whether it succeeds or comes under pressure. That is the subject of the central chapter, and it is where BusinessBuilder's own contribution begins.
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Chapter 9
Your Business Foundation: Nine Blocks, 36 Relationships

You do not need to memorise any of this. Read it to understand what a structural review examines — the doing is BusinessBuilder's job, not yours.

This chapter makes BusinessBuilder's distinct contribution clear. Everything so far has drawn on established, published frameworks. What follows builds on them and adds a layer that is uniquely BusinessBuilder's, providing a consistent way to interpret the relationships between the nine blocks, so a founder can see the shape of their business foundation and where it warrants closer attention.

The central distinction is simple. Describing the nine blocks is the starting point — useful, but something any business can do with the Canvas. Examining how those blocks support or constrain one another adds an analytical layer. A list of nine reasonable-looking blocks can still hide a business under pressure, because the pressure usually lies in the relationships, not the blocks themselves.

Rather than laying out the whole apparatus first, this chapter earns it, step by step — starting with a single observation about the business we have followed, and only then showing the method that produced it. The complete catalogue of interpretations is in the reference section at the back; you will not need it to follow the argument.

Step 1 — An observation, in ordinary language

Coolgardie's owner wants to know whether the planned-maintenance offer from Part I rests on a foundation that can actually deliver it. Here is the first thing a structural review notices, said plainly:

Coolgardie's ability to keep its promises runs through one person's day
Scheduling, scoping the tricky jobs, and reassuring an anxious customer all depend on the owner personally. A business whose reliability rests with one person is selling a promise of reliability.

That is not yet a judgement, and certainly not a diagnosis. It is an observation — the kind of thing an experienced eye notices on first pass. The method that follows exists to do one thing: hold an observation like this to the evidence, so it becomes something a founder can rely on rather than an impression that happens to feel true.

Step 2 — The evidence, and what remains unknown

Before anything is concluded, a structural review starts not with a chart but with evidence: a small, dated register of what is actually known, with each item honest about what it supports and what it does not.

	Evidence (illustrative)	What it supports — and what it doesn't
	A customer list showing one supermarket group approaching a third of billed hours	Supports a concentration observation; does not by itself prove the relationship is unsafe.
	A four-week diary in which the owner personally resolved every scheduling exception	Supports observed founder-dependence in that period; does not prove nobody else could learn the task.
	Quotes and invoices that do not separately identify call-out coordination time	Raises a revenue-versus-activity question; does not establish how much margin, if any, is lost.
	A single parts distributor named on most recent jobs, with no alternative trialled	Establishes a proposed dependency; leaves usable alternatives unresolved.



Read that register carefully, because its restraint is the point. A customer list accounting for a third of billed hours supports a concentration observation — it does not, on its own, prove the relationship is unsafe. A four-week diary showing the owner handled every exception indicates concentrated responsibility in that period — it does not prove nobody else could learn the task. Invoices that do not separate coordination time raise a real question about whether that work is paid for — they do not establish that margin is being lost. This is the habit of mind the whole method is built to protect: an observation is a question to be evidenced, not a verdict to be reached.

Step 3 — The two Canvas blocks it involves

Only now does structure enter. The observation about scheduling and scoping, in the language of the Canvas from Chapter 8, concerns two blocks: Key Activities (the work the business must perform) and Key Resources (the people, assets and knowledge it uses to perform that work). The question of whether the coordination work is paid for involves a different pair: Key Activities and Revenue Streams.

Naming the blocks doesn't add anything the founder didn't already sense. What it does is give the sensation a fixed vocabulary — so the same situation is described the same way each time and can be examined rather than merely felt.

Step 4 — Why looking at the blocks separately would miss it

Here is the move that justifies the whole method. Inspect Coolgardie's blocks one at a time, and each looks acceptable. Key Activities: the work gets done competently. Key Resources: there is a skilled owner and a working team. Revenue Streams: money comes in. Nothing in the single-block view raises an alarm.

The problem is not in any block. It lies in the relationships between them — specifically, that the activities depend on a single resource (the owner) that does not scale, and that the coordination activity may not be recovered in revenue at all. A business can have a row of individually healthy-looking blocks and still be under pressure, because the pressure lives in how the blocks connect. That is precisely what a block-by-block description cannot show, and it is why BusinessBuilder reads relationships, not just parts.

Every unique pairing between the nine blocks: the 36 relationships.

[image: ]
Source note All 36 Relationships [Reference B this Book]
There are 36 unique relationships — Value Propositions with Channels, Customer Segments with Channels, Value Propositions with Cost Structure, Key Partnerships with Revenue Streams, and so on. Those 36 pairings are where a business quietly reinforces itself or works against itself.

Step 5 — How the method records that one relationship

To read a relationship the same way every time, BusinessBuilder asks a disciplined question about the two blocks in a pair: on the evidence available, does each block currently show a strong or a weak operating condition? "Weak" here describes how the block is operating — not how well it is evidenced; the two are recorded separately. Two blocks, each strong or weak, give four combinations: both strong, the first strong and the second weak, the first weak and the second strong, or both weak.

And where the evidence does not support a strong-or-weak reading, the relationship is not forced into one: it is recorded as indeterminate — a note that the evidence is insufficient, not a fifth state. That is not a weakness of the method; it is the method refusing to invent certainty it has not earned.
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Reading the states — a shape, not a grade
Both-strong is where leverage can come from — but only when there is evidence the two blocks actually work together. Two strong blocks that do not connect are two strengths, not a relationship. A strong-weak or weak-strong pair is effort resting on a gap — value leaking or investment on a shaky foundation. Both-weak is where the traps of Part II most often form. But a weak reading is not automatically a problem: whether a relationship matters depends on how much the business depends on it, the size of the consequence, how persistent it is, and how good the evidence is. Materiality is judged, not read off the grid.

Apply that discipline to Coolgardie's two relationships, and the value of restraint becomes clear. On Key Activities × Revenue Streams, the invoices do not separately identify coordination time, raising a real question about whether that work is recovered — but it does not, on its own, establish that it is not. On Key Activities × Key Resources, the owner resolved every scheduling exception during the four weeks recorded, showing concentrated responsibility in that period — but does not, by itself, establish that the activities are undefined or that no one else could do them. A responsible review records both as questions, with the evidence that would settle them, not as conclusions the current evidence cannot support. Stopping where the evidence stops is the method working, not failing.

From shape to observation
A useful observation includes a claim, its evidence, its significance and its limits. For Coolgardie: "During the recorded four weeks, the founder resolved every scheduling exception. This supports an observation of concentrated decision responsibility across Key Resources × Key Activities. It does not establish that delegation is infeasible. Whether a larger maintenance portfolio can operate without proportionately increasing founder intervention remains unresolved." The chart points; the observation explains; neither pretends to prove cause.

Step 6 — The same discipline, across all 36 relationships

What was just done for two relationships is applied to all of them. The nine blocks form 36 unique pairings, each read in the same disciplined way: an operating condition for each block where the evidence supports it, an indeterminate note where it does not, and the supporting evidence recorded separately. The 36 pairings cover every combination of the nine blocks — they do not claim to capture every feature of a business.

Across all 36 pairs and the four “relationship states”, they yield a library of 144 possible interpretations. That number sounds large, but it is the opposite of complexity: a fixed, shared vocabulary, so the same situation is always described the same way rather than in whatever words come to mind that day. A business never occupies all 144 at once — each of its 36 relationships sits in one state, or is left indeterminate where the evidence is thin. The 36 pairs themselves are reference material; they are in Reference B at the back for anyone who wants to see them in full.

One boundary is worth stating plainly, because it is easy to overclaim. BusinessBuilder does hold a set of controlled internal block weights to keep analysis consistent from one business to the next. But the exact High/Low thresholds, any scoring, and the rules that would map states to the three traps are not settled parts of the method — they are held separately as experiments, outside the governing set, and produce nothing a founder sees. All of it is working method, not validated performance science, and is held to evidence rather than presented as proven law.

Source note The relationship-and-state method is BusinessBuilder's structured lens for reading the Business Model Canvas (Osterwalder & Pigneur, 2010). It draws on the wider business-model research tradition, which treats a business model as an interdependent system of activities rather than a list of parts — see Amit & Zott (2001), Zott & Amit (2007) and the critical synthesis by Massa, Tucci & Afuah (2017). That literature supports reading models as systems; it does not establish the specific thresholds or weights used here.
Step 7 — Bringing it together: the profile, and what it cannot show

Only once the relationships are read does a single summary picture make sense. The structural profile draws the nine blocks as a shape, with a few evidence-linked observations alongside it. For Coolgardie, the customer-facing side reads as reasonably supported: it knows who it serves, and the reliability promise is valued. But Revenue Streams, Key Activities and Key Resources read as exposed — the potential fingerprints of unpriced coordination and reliance on one person that warrant further evidence. And one axis, Key Partners, is deliberately left unplotted because the evidence on the parts-supplier dependency is missing. It is not drawn at zero, nor assumed to be fine; it is shown, honestly, as unknown.

Coolgardie's illustrative profile.
[image: Coolgardie's illustrative profile.]Shape, not scores — with one axis left visibly unplotted where evidence is missing.
It is essential to understand what this picture does and does not do, because radar charts are easily misread. The shape summarises the analysis; it does not contain it. A nine-axis radar has nine points — but the business has 36 relationships, and a nine-point shape cannot display all 36. Two businesses could have almost identical shapes yet have materially different dependencies hidden in the relationships between the axes. That is why the profile never travels alone: it always carries a few linked observations that name the material relationships in plain language. The observation is primary; the shape is a summary of it, and a larger shape is not a better business.
In a Snapshot Review, each of those relationships is shown with its state in plain words — both strong, strong–weak or both weak — and with its fixed name from the library of 144 interpretations, such as “Weak Value Capture”. The same situation is always given the same name, so it can be recognised and compared over time.

What this chapter has shown so far
Your business foundation is a useful way to picture all this, as long as you keep one thing in mind: strength comes from how the parts work together, not from the size of the shape. A large, symmetrical radar is not automatically a sound business, and a smaller or uneven shape does not, by itself, prove weakness. A business with an uneven profile but strong, well-evidenced relationships in the places that matter can be far sounder than a symmetrical one held together by assumption.
BusinessBuilder deliberately maintains a final boundary. The method identifies where pressure appears to be concentrated and which relationships may be generating or sustaining it. It does not claim to prove cause.

When Coolgardie’s growth changes the foundation

The preceding worked example reads Coolgardie as it stands today. But founders rarely stand still — the more common moment is when growth is on the table. The value of the four views is not only that they describe the business now; it is that they show how a proposed change would move several relationships at once, rather than the single one the founder has in mind.

Four expansion moves illustrate this. The first two are horizontal integration: rather than moving up or down the supply chain, they add more of the same kind of business — more customers, or an adjacent service for the same customers. The third and fourth move in a different direction, changing how much of the chain Coolgardie owns. Each looks, at first, like a straightforward gain. Each, in fact, touches several of the 36 relationships.

[image: ]
Horizontal integration — acquisition and/or market expansion

Buying a competitor’s round

A retiring local refrigeration competitor offers Coolgardie their customer list and service round. On paper, this is pure gain: more Customer Segments, more Revenue Streams. Read across the relationships, and the picture is less simple.

	Customer Segments × Revenue Streams — more customers and more revenue. Yes, though how much is retained depends on whether the inherited customers stay.
	Key Activities × Key Resources — the deciding relationship. Unless the acquired round brings people who can do the work, every new job routes back through the same founder-shaped bottleneck. More customers then mean more of exactly the coordination that is already the constraint.
	Customer Relationships × Key Resources — an inherited customer expects the same service. Can the relationship be sustained with the resources on hand, or does it quietly demand the founder’s personal attention to hold it together?


The move that appears to relieve the founder-dependence glass jaw may, on the evidence, deepen it. Whether it does is a question of what the acquisition actually includes — not a consequence of buying a round as such.

Adding an adjacent service

The second move retains the same customers and adds a neighbouring service: the cafes and pubs Coolgardie already serves also run commercial kitchen equipment — ovens, dishwashers — that needs maintenance. Selling more to the same customers is an efficient use of an existing relationship. It also raises new questions.

	Customer Relationships × Channels — this is the real leverage: trust and access already exist, so an adjacent service can follow a route the business has already built. Where the evidence supports that reach, the move genuinely extends the foundation.
	Value Propositions × Key Activities — refrigeration expertise is not appliance expertise. Does the evidence show the business can deliver the adjacent service to the same standard, or would it stretch a distinctive promise into work it cannot yet do reliably?
	Customer Segments × Value Propositions — a broader offer can strengthen the customer relationship or blur what the business is known for. The outcome depends on whether the added service is genuinely supported or merely adjacent on paper.


Owning more of the chain

The third and fourth moves don't add more customers or services; they change how much of the chain Coolgardie owns. Two versions of the instinct point in opposite directions.

	One looks down the chain, toward the parts the business depends on: go beyond ordering job-by-job and take over supply itself — stocking compressors and parts as a standing operation (authorised stockists/agency), even reselling them to other trades.
	The other looks up the chain, toward the customer: move from being called in after a breakdown to owning the outcome — selling guaranteed cool-room uptime rather than individual repairs.


Both answer the same founder’s instinct — that more control would mean less exposure. But they are different kinds of moves, and naming each precisely matters because the label changes what is actually at stake.

	Owning the supply is genuine backward integration: Coolgardie would take over a stage of the chain the distributor runs today.
	Owning the outcome is not the acquisition of a separate stage at all — Coolgardie already does the servicing — but a reconfiguration of its own business model, often called Product-as-a-Service.
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Chapter 6 raised both as responses to dependence; what the growth lens adds is the same discipline applied at the moment of expansion. An ownership decision is never about a single relationship, and the question is not whether more control is better, but what ownership would actually change and what it would introduce.

More control, different commitments.

Owning the supply: a parts agency (backward integration)

Suppose Coolgardie is tired of waiting on one distributor and decides to take over supply itself — not merely holding a stock of parts, but setting up as a compressor-and-parts agency: buying wholesale, carrying a full range, and even reselling to other refrigeration trades in the region. This is genuine backward integration — Coolgardie would own a stage of the chain that its distributor operates today. The potential benefits are real: reliable access to parts, better buying prices, and a new revenue line. Across the relationships, the commitments it introduces are just as real.

	Key Resources × Cost Structure — an agency turns a flexible cost into a standing commitment: capital tied up in a stocked range, plus storage and handling, whether or not jobs arrive to use it. Does the evidence show that demand — Coolgardie’s own, plus any resale — is steady enough to carry that inventory without it becoming dead money?
	Key Activities × Key Partnerships — becoming an agency changes Coolgardie’s place in the chain: it must now deal directly with manufacturers or wholesalers and may find itself competing with the very distributor it used to rely on. How consequential is the current dependency, really, and what practical alternatives already exist? A second, proven source may matter more than becoming a stockist at all.
	Key Activities × Key Resources — the recurring constraint. Coolgardie is already stretched with one person. Running an agency — buying, stocking, counting, and serving other trades — is a second business bolted on to the first. Does it add work to the very bottleneck the founder is trying to relieve?


The move to reduce supply dependency can, on the evidence, add capital and a second operation that press on the founder-dependence glass jaw instead. Whether it does is a question of the specific numbers, demand and alternatives — not a consequence of owning supply as such.

Owning the outcome: cool-room uptime as a service (a model shift)

The other direction moves toward the customer: shifting from reactive call-outs to selling an outcome — guaranteed cool-room uptime on a subscription, with Coolgardie owning the monitoring and taking responsibility for keeping the equipment running. Condition-monitoring sensors make this practical, moving servicing off a fixed calendar and onto real-time, condition-based work; the sensor layer is what lets Coolgardie promise uptime rather than just visits.

This is not the acquisition of a separate stage of the chain — Coolgardie already services equipment — so it is better understood as a Product-as-a-Service reconfiguration of the model than as forward integration. The potential benefit is greater control of the service relationship and steadier, more predictable work. The relationships it moves are the same ones the worked example already flagged as exposed.

	Customer Relationships × Revenue Streams — an uptime subscription turns one-off repairs into recurring revenue, which is the real prize. How much converts depends on whether customers commit to paying for uptime rather than for call-outs, not on offering the option.
	Key Activities × Key Resources — selling uptime means owning the scheduling, monitoring and promise, and scheduling is already the founder’s bottleneck. Does the evidence show the planned work can be delivered without proportionally increasing the founder’s personal oversight — or does guaranteeing uptime tie the business even more tightly to one person?
	Key Activities × Revenue Streams — an uptime promise carries coordination, monitoring and the risk of failures a call-out does not. Is that work — and that risk — recovered in the subscription price, or does taking ownership of the outcome quietly absorb an unpaid cost?


Evidence over time
Establishing that one thing causes another requires more than assigning a pair a state — it requires evidence over time and disciplined testing once a baseline exists, not before.
Taking ownership of the customer relationship is the move most aligned with the business Coolgardie wants to become — and the one that leans hardest on the two relationships already carrying the most weight. It may strengthen the foundation or concentrate the strain further onto one person; a review would examine that before committing capital. That is the subject of the final part.
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Chapter 10
What BusinessBuilder Delivers

The preceding chapters raise a natural question: how do I determine which of these patterns actually applies to my business? Reading about the traps is not the same as knowing which one has hold of you; understanding the Blue Ocean tools is not the same as knowing whether your foundation can support a new offer. BusinessBuilder exists to answer those questions — to help a founder see what is actually happening in their business before choosing a direction.

BusinessBuilder is a boutique, evidence-based structural-review practice for founder-led small and medium businesses. It is deliberately selective and low-volume, and every paid review is personally handled by Bruce Russell. It is not a strategy consultancy that hands over a plan, nor does it sell the Blue Ocean redesign taught in Part I as a service. Its role is narrower and, for a founder about to commit money and time, more valuable: to establish an honest, dated picture of the business as it currently is.

A clear boundary

What the assessment is — and is not
It is a human-reviewed Snapshot Review: a radar chart of the nine blocks read as strong or weak, the confidence behind each reading, the relationships that matter most and their states, the gaps that remain, and one clearer structural question. It is not advice, an audit, a valuation, a due-diligence conclusion, or a guarantee. It describes structure; it does not prescribe the redesign.

It is worth being explicit about one thing, because Part I covered it in full. The Eliminate–Reduce–Raise–Create grid and the rest of the Blue Ocean toolkit are teaching tools in this book; they are not what a Snapshot delivers. BusinessBuilder examines whether the relationships in your business would support a distinctive offer — it does not deliver the offer for you. Teaching the tools fully and keeping the service boundary clear are not in tension; they are two distinct jobs, clearly separated.

The progression

BusinessBuilder is designed as a progression, not a single product. A founder can stop at any stage, and most of the value is available at the first.

	Service	What it contributes
	Snapshot	A human-reviewed, dated Snapshot Review: a nine-block radar, evidence confidence, three to five relationships and their states, the important gaps, and one clearer structural question. A defensible baseline; no advice, no continuation obligation.
	Board Review (invitation only)	For selected founders after a Snapshot: additional evidence and disciplined perspectives from different disciplines, with a Chairman resolving the genuine tension into one direction worth testing.
	Deep Review	A selectively scoped examination of material evidence or a specific, bounded strategic question, where the evidence and the stakes justify the depth.
	Comparative Review (conditional pilot)	After a founder acts on their own decision and new evidence exists, a later dated record compared against the preserved baseline — so the business can see what actually changed.



Pricing for the Snapshot Review is published at www.BusinessBuilderAu.com.au. Scope and pricing for the later stages are confirmed with you before any work begins.

The progression mirrors the book's argument. The Snapshot lays the foundation — the nine blocks, the relationships, the shape, and the material observations from Chapter 9. The Board Review examines and resolves genuine strategic tension into a direction worth testing, drawing on the kind of thinking Part I set out. What a founder does next is their decision; BusinessBuilder's job is to ensure that decision rests on evidence, not opinion.

The Snapshot Review

The Snapshot Review is offered as a standalone service, with current pricing published on the BusinessBuilder website. Bruce personally reviews each paid Snapshot Review. Its purpose is to provide a clear, current description and a single, clearer structural question, rather than deliver an automated action plan. The review is delivered within two business days when the Intake Form arrives by the booked review date. The practice takes no more than four reviews a week, so a form that arrives later may wait for the next available place.

A Snapshot includes the purpose and reliance boundary, an evidence-confidence summary and important gaps, a qualitative BMC profile, and three to five material structural observations traceable to evidence. It identifies the principal concentration of pressure and any relevant trap interpretation. Indeterminate relationships remain disclosed.

The output also records the method and output versions, material limitations, and reviewer certification confirming that released observations are consistent with the recorded resolution of material concerns. Its concluding structural question should arise from the evidence. A generic checklist of improvement ideas would not serve the same purpose.

The Board Review

A Board Review is an invitation-only next step after a Snapshot. It brings together perspectives from different disciplines, exposes genuine tensions in the evidence, and resolves them through a Chairman’s Summary into a single direction worth testing. The founder retains responsibility for the decision.

The value lies in disciplined disagreement among Board members. A commercial perspective may favour an offer that an operational perspective finds difficult to deliver. A financial perspective may question the cash required to test it. The Chairman’s role is to explain the tension and the resulting direction, including the evidence and limitations that matter.

A Board disposition can be Advanced, Reframed, Tested, Delayed, Narrowed or Abandoned. These are outcomes of the review process, not a promise that every proposal will progress. Delaying or narrowing a proposal can be a useful outcome when the evidence does not support a larger commitment.

The Board is a structured advisory review, not an appointment of company directors. AI-assisted disciplinary perspectives are not personal participation by public figures whose published thinking may inform them. Their provenance and role must be accurately stated. Bruce’s review remains accountable for the released direction.

Deeper and later work

Deep Review is selectively scoped when additional evidence and judgement justify the work. Commentary must remain distinguishable from the underlying Snapshot Review. The price is a starting point, not a fixed fee for every possible assignment.

Comparative Review is a separately gated, manually controlled pilot based on dated new evidence, with availability and pricing confirmed on the website. It preserves the original baseline and distinguishes later evidence from corrections or addenda. A founder's report that an action was taken does not, by itself, verify that the structure improved.

What changed — and how would we know?

As mentioned, a Snapshot is a dated picture. Its quiet value is that a founder can return to it later, after acting, and ask what has actually changed. That is the job of a Comparative Review: to set a new dated record beside the preserved original and read the difference honestly. The discipline it requires is resisting the most tempting conclusion—that because the business feels better, its structure has improved.

A founder returns six months after a Snapshot and reports that a relationship the review had read as weak now looks strong. The improvement may be real. But “it looks better” and “the structure has changed” are not the same claim, and a Comparative Review keeps four separate questions distinct rather than collapsing them into a verdict.

	Current condition: ask, “What does the later-dated evidence support under the same method?”  |  The new reading is established on its own evidence, to the same standard as the baseline — not on the founder’s report alone.  |  A changed reading is a starting point, not yet a proven change.
	Comparability: ask, “Are the earlier and later records about the same thing?”  |  Same scope, conditions and criteria — a busy season compared with a quiet one, or a redrawn offer compared with the old one, is not a like-for-like comparison.  |  Two records can look comparable yet not be; comparability is itself an evidenced finding.
	Durability: ask, “Has the changed arrangement actually held?”  |  The new condition has persisted across the relevant operating conditions, not just appeared in one favourable period.  |  Durability runs on the mechanism’s own clock — supplier continuity, delegation and customer renewal settle over different cycles; no fixed number of weeks fits all.
	Attribution: ask, “Does the evidence support an explanation for the change?”  |  The change can be distinguished from an external tailwind the founder did not cause — including, but not limited to, the founder’s own test.  |  A relationship can genuinely change for reasons the founder did not create; cause and change are separate findings.


Keeping these apart matters because they can point in different directions. A relationship may have changed while the cause remains unknown. A new arrangement may be well evidenced before anyone can say it will last. Neither uncertainty forces the record to retain an outdated reading — and, just as importantly, a better result does not by itself establish a changed relationship.

What a defensible comparative finding sounds like: “The later evidence supports a revised reading under the same method version. The arrangement has operated throughout the period examined. Its durability under higher demand remains unknown, and the evidence does not isolate the founder’s test from other changes.”
Notice what it avoids: “permanent improvement” and “verified fix.” The baseline is preserved, not overwritten; a correction to the earlier reading is linked and labelled as such, and a change in method is disclosed rather than credited to the business.

This is what turns a one-off report into a longitudinal understanding: not a scoreboard that goes up, but a preserved baseline and an honest account of what is genuinely different — and what has simply come to be better understood.

What the founder contributes

The intake asks the founder to complete a comprehensive questionnaire with a mix of multiple-choice and open-text questions. A concise, current record with clear provenance is more useful than indiscriminate answers. Allow 45–60 minutes. You can pause, save, and continue before submission.

If important information is missing, the review may require clarification or leave the relationship indeterminate. Aspirations are recorded as aspirations. A planned channel, expected contract or intended delegation does not become an operating fact simply because it appears in the intake.

The founder remains an essential source of context, particularly where the records omit informal work. Human review should also be able to challenge the founder’s account respectfully when the evidence points elsewhere. The aim is a description that can withstand questions, not a report designed to confirm the initial story.

Why a baseline matters

For many founders, a Snapshot is the first time a strategic conversation shifts from opinion to a shared reference. Founder, adviser, accountant, mentor, board or partner are finally looking at the same picture of the same business. Because the record is dated and preserved, it becomes something to return to: a baseline against which a later review can show what changed after a founder-owned test. That is what turns a one-off report into a longitudinal understanding of a business — and why the work is described as establishing a baseline, not delivering an answer.

The book can teach strategy comprehensively. The Snapshot can remain a bounded, honest structural assessment. They do not need identical scopes — keeping them distinct is what lets the book be genuinely useful and the service genuinely trustworthy.

The founder’s continuing role

Founders will still exercise judgement under uncertainty. What can change is the quality of the explanation for the decision and the ability to review it later. You should be able to say which buyer problem you are addressing, how your proposed offer differs, what its economics require, and which relationships carry the delivery burden. If you cannot yet say, identify the missing evidence. That is a usable foundation for the next conversation. If you commission BusinessBuilder, bring the business as it operates, including the exceptions and concerns that do not fit a tidy story. If you use the book independently, apply the same discipline. The value of the record lies in helping you see the business clearly enough to make a considered choice.

Take the next step

If this book has helped you see your business more clearly, the next step is to establish a reliable baseline — an honest, dated picture of how your business works today, reviewed by a person, before you commit money or time to any change.

Start with a Snapshot Review
See current pricing, what’s included, and how to begin at  www.BusinessBuilderAu.com.au
Read the example Snapshot Review and the example Snapshot and Board Reviews in the Case Library, then begin your intake online.

Whether you use what you have read to commission a review or apply the discipline yourself, the aim is the same: understand the business before you change it.
Conclusion: Two Challenges, One Clear View

This book argues a single idea from several angles. Creating distinctive value is one challenge; building a business that can deliver that value, keep its benefits, and withstand disruption is another. A founder needs to understand both, because strength in one without the other is how promising businesses still fail.

Part I set out how the basis of competition can be changed — value innovation as the objective, the strategy canvas and the search for non-customers to spot the opening, the Four Actions Framework to reconstruct the offer, the strategic sequence to test whether it can actually pay, and the PMS Map to read a whole portfolio. Part II turned to exposure: how price pressure, dependence and fragility can undermine even a distinctive business, illustrated by real cases with their facts kept honest and their lessons kept narrow. Part III went inside the business — the nine blocks that describe it and the 36 relationships that determine whether it holds. Part IV showed where BusinessBuilder fits: not as a source of answers, but as a way to establish an honest baseline before choosing a direction.

What the book deliberately does not do is tell you what to change. Understanding explains the possibilities and the exposures; it does not, by itself, make the decision. Too many founders attempt a redesign before they have a clear view — optimising, adding, or pivoting within a structure they do not yet understand, thereby deepening the very pressures they are trying to escape. The purpose here has been to slow that moment down, so that when change is considered, it rests on an accurate picture of the business rather than a hopeful one.

The next step is not action. It is a clear, honest view of where you stand.
See where pressure concentrates, which relationships may be sustaining it, what remains unknown, and which structural question deserves attention before more money, effort or time is committed.
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A note on the case examples

[yellow tail] / Casella Wines is drawn from Kim & Mauborgne's published work and teaching materials.

Koala and Who Gives A Crap illustrate offer, channel, and connected-choice decisions evident in their public positioning; no claim of permanent advantage or category dominance is made.

The 2016 Murray Goulburn account combines well-reported facts (ABC News; The Conversation; the public record of the 2018 Saputo sale) with the December 2018 ACCC/Federal Court outcome, and draws only a narrow structural lesson about commitment, bargaining exposure and access to information.

Archie Rose is based on contemporaneous 2020 reporting on its documented pivot, response and stated limits. The roughly one-third concentration figure for holdup risk is a practical heuristic, not a validated threshold.

Coolgardie Commercial Refrigeration is entirely fictional; its figures, evidence and scenarios are invented to illustrate the reasoning and are not a real business or a BusinessBuilder assessment.
Reference A
The Strategy and Review Sequence

A one-page recap of the tools in this book and the order in which they do their work. The first group designs and tests a distinctive offer; the second reads whether the business can support it. Neither replaces the other.

Designing and testing a distinctive offer (Part I)

	Strategy canvas — draw the current pattern of competition and see where every player's value curve overlaps.
	Three tiers of noncustomers — look beyond existing buyers to where new demand might come from.
	Four Actions / ERRC — eliminate and reduce what buyers don't value; raise and create what they do.
	Strategic sequence — test the idea through buyer utility, price, cost and adoption, in that order.
	Pioneer–Migrator–Settler map — read a whole portfolio of offers by how much buyer value each creates.


Reading whether the business can support it (Parts II–III)

	The three traps — ask where price pressure, dependence and fragility could undermine the offer
	Business Model Canvas — describe the nine blocks the business is built from.
	The 36 relationships — read how the blocks support or constrain one another (Reference B).
	Four states and evidence confidence — record each material relationship consistently, and how well it is evidenced.
	Structural profile and observations — bring it together as a shape plus a few evidence-linked observations, then one clearer question.

Reference B
All 36 Relationships

The nine blocks of the Business Model Canvas form 36 unique pairs (9 × 8 ÷ 2 = 36).
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Every unique pair within the nine-block model. Numbers are editorial reference identifiers matching the table that follows, not BusinessBuilder database identifiers.

This is a reader's guide for investigation, not BusinessBuilder's confidential scoring specification: the questions prompt enquiry; they do not state causal laws, thresholds, weights or prescribed actions. A single underlying dependency can appear across several pairs — keep that shared mechanism visible rather than counting it repeatedly as separate weaknesses.

	#	Relationship	A question worth investigating
	1	Customer Segments × Value Propositions	Does the evidence show these buyers value the promised benefit in their real buying circumstances?
	2	Customer Segments × Channels	Do the routes to market actually reach the customers the business is built to serve?
	3	Customer Segments × Customer Relationships	Does the way relationships are formed suit how these customers buy and stay?
	4	Customer Segments × Revenue Streams	Which customer groups generate the revenue, and on what terms?
	5	Customer Segments × Key Resources	Are the resources these customers rely on available when needed?
	6	Customer Segments × Key Activities	Does the essential work match what the chosen customers require?
	7	Customer Segments × Key Partners	Which partner dependencies affect access or service to these customers?
	8	Customer Segments × Cost Structure	How does the cost to serve differ across the customer groups?
	9	Value Propositions × Channels	Does the buying and delivery route support the promised benefit, or dilute it?
	10	Value Propositions × Customer Relationships	Does the ongoing relationship strengthen or undermine the promise?
	11	Value Propositions × Revenue Streams	Which part of the value offered is actually paid for, and how?
	12	Value Propositions × Key Resources	Which resources are essential to making the promise credible?
	13	Value Propositions × Key Activities	Does the work performed consistently deliver the promised benefit?
	14	Value Propositions × Key Partners	Which parts of the promise depend on an outside party?
	15	Value Propositions × Cost Structure	What does the promise cost to keep, including exceptions and availability?
	16	Channels × Customer Relationships	Who controls the customer connection before and after the sale?
	17	Channels × Revenue Streams	How do channel terms and buying behaviour affect the revenue received?
	18	Channels × Key Resources	Are the resources required to run the channel actually in place?
	19	Channels × Key Activities	What work does the channel create or remove?
	20	Channels × Key Partners	Which parties control or enable the route to market?
	21	Channels × Cost Structure	What does the channel cost across acquisition, fulfilment and support?
	22	Customer Relationships × Revenue Streams	How does the relationship approach connect with repeat purchase and payment?
	23	Customer Relationships × Key Resources	Which people, information or systems sustain the customer relationship?
	24	Customer Relationships × Key Activities	What ongoing work is required to maintain the relationship promised?
	25	Customer Relationships × Key Partners	What part of customer care or access is entrusted to partners?
	26	Customer Relationships × Cost Structure	What does the relationship approach cost across different customers?
	27	Revenue Streams × Key Resources	How do payment timing and revenue terms relate to resource commitments?
	28	Revenue Streams × Key Activities	Is essential delivery and coordination work actually recovered in revenue?
	29	Revenue Streams × Key Partners	Which partner arrangements affect revenue access, terms or continuity?
	30	Revenue Streams × Cost Structure	How do revenue timing and cost behaviour fit across the operating cycle?
	31	Key Resources × Key Activities	Can the available people, assets and knowledge perform the required work?
	32	Key Resources × Key Partners	Which essential capabilities depend on outside supply or access?
	33	Key Resources × Cost Structure	What does it cost to acquire, maintain and replace essential resources?
	34	Key Activities × Key Partners	Which work depends on partners, and what evidence supports continuity?
	35	Key Activities × Cost Structure	Which activities drive cost, variability and unrecorded effort?
	36	Key Partners × Cost Structure	How do partner terms and switching conditions affect the cost model?



Several observations can arise from one underlying dependency. BusinessBuilder keeps that connection visible so it doesn't count the same mechanism repeatedly as unrelated evidence of weakness.

When using the four states (HH, HL, LH, LL) with any pair, BusinessBuilder keeps the pair order fixed so that high-low (HL) and low-high (LH) retain their meaning. The letters are a compact label for a reading that must still be explained in plain language for that specific pair; they are not, by themselves, a verdict. Where the evidence does not justify a reading, BusinessBuilder records the pair as indeterminate rather than forcing it into a state.
Reference C
Glossary

	Adoption
	Acceptance and implementation of a proposed offer by the parties whose participation it requires

	As-is
	The current condition, distinguished from an intended future design

	Blue ocean
	New market space and demand pursued through value innovation

	Business foundation
	A metaphor for the relationships supporting the business’s promises, economics and continuity

	Business Model Canvas
	The nine-block description of how a business creates, delivers and captures value

	Evidence confidence
	The strength of support for an assessment, separate from the assessed condition

	ERRC
	Eliminate, Reduce, Raise and Create; a grid for recording choices arising from the Four Actions Framework

	Fragility trap
	A material exposure to disproportionate interruption through inadequately supported dependencies or recovery arrangements

	HH, HL, LH, LL
	Four logical pair states whose meaning depends on the fixed pair order and governed criteria

	Holdup trap
	Dependence that constrains practical choices after resources have been committed

	Indeterminate
	Evidence does not justify the relevant assessment; it is not a fifth structural state

	Material observation
	A supported condition important enough in context to warrant explicit attention

	Migrator
	An offer that improves prevailing buyer value within the PMS framework

	Noncustomer
	A person or organisation outside, or on the edge of, a defined market; the tier depends on its relationship with that market

	Pair
	One unique combination of two different BMC blocks; there are 36 within the nine-block model

	Pioneer
	An offer with unprecedented buyer value within the PMS framework; a proposed classification may remain unproven

	PMS Map
	A view of current and planned offers through Pioneer, Migrator and Settler categories

	Price trap
	Difficulty retaining sufficient economic value in the relationship between buyer choice, terms and delivery burden

	Radar chart
	A visual summary across axes; the nine-block profile does not display all 36 relationships

	Red ocean
	An established market with familiar boundaries and bases of competition

	Settler
	An offer broadly following existing market value in the PMS framework

	Snapshot Review
	A dated, evidence-bound account of the business model’s assessed conditions and material limitations

	Strategy Canvas
	A comparison of offering levels across factors relevant to a defined market

	To-be
	A proposed future design that remains distinct from present operating evidence

	Value innovation
	The simultaneous pursuit of differentiation and low cost to create a leap in buyer value

	144 interpretations
	The library of 36 pairs × four possible states, not simultaneous states or a score out of 144
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Bruce Russell is an Australian founder and adviser who works with founder-led small and medium businesses. Through BusinessBuilder, he runs a selective, evidence-based structural-review practice grounded in a simple conviction: most founders do not need more jargon or hype — they need an accurate, shared picture of how their business actually works and the possibilities open to it before deciding what to change.

While Bruce’s MBA gave him a formal grounding in strategy, his real lessons came from decades spent building and guiding businesses through the challenges every founder faces — including margin erosion, customer dependence, competitive sameness, and the relentless grind of working harder without making real progress.

The Founder's Trap brings together the strategy for creating distinctive value and the discipline of building a business that can sustain it — the two challenges every founder must understand. It is the flagship of BusinessBuilder's thinking and the entry point to its structural-review practice.


The next step is not action. It is a clear, honest view of where you stand.

Creating distinctive value is one challenge. Building a business that can deliver it, keep the benefit, and withstand disruption is another. Many founders are strong on one and blind to the other.

This book brings the two together — the strategy for creating distinctive value and the discipline of building a business that can sustain it.

Take the next step
Start with a Snapshot Review

www.BusinessBuilderAu.com.au

See current pricing, what’s included, and how to begin. Read the example reviews in the Case Library, then begin your intake online.
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Effort improves each block, and flows within the existing arrangement. The shape of the modelis unchanged.
‘After Kim & Mauborgne (2005) and Osterwalder & Pigneur (2010).
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The Business Model Canvas

Nine blocks describing how one business works — the machinery on the left, the market on the right
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After Osterwalder & Pigneur (2010). The blocks are one connected system, not nine separate boxes
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PIONEER

Key Partnerships Key Activities Value Propositions Customer Rel'ships. Customer Segments

Key Resources Channels

Cost Structure Streams.

The same nine blocks, but the relationships between them are rewired into a pattern the industry has not used.
‘After Kim & Mauborgne (2005) and Osterwalder & Pigneur (2010).
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Positions describe buyer value at a point in time, not success or resilience. After Kim & Mauborgne (2005). Coolgardieis fctional.
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Follow the Economics of a Concession

To stand still after a discount, you must sell more than you think (illustrative)

A 10% price cut means selling 1.5 jobs for every 1 before — just to stand still

Because the $70 of variable cost does not shrink with the price, a 10% cut takes a third off what you keep.
Holding the same total contribution then takes 1.5 times the volume — at the discounted terms.

lost s10

Variable Variable

cost $70 cost $70

Base job After 10% cut
Revenue $100 Revenue $90

“We’ll make it up in volume” is untested until you trace it in your own records

Look at the real numbers

Actual quotations, invoices and
discounts — not lst prices or

averages that hide the spread.

Check cost-to-serve

Agroup that looks attractive on
revenue may need dispro-
portionate rework or coordination.

Look behind one price

Asingle standard price may
mask several different economic
arrangements underneath.

llustrative arithmetic; assumes unchanged variable cost and available capacity. Real work may not behave that way.
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A PIONEER RECONFIGURATION

The same nine blocks, wired differently — illustrated by Wh

Key Activities Value Propositions
Brand, fulfilment, Purpose +
storytelling convenience

Customer Segments
Values-driven

Key Resources.

Brand; customer
data; content

Cost Structure Revenue Streams
Higher margin where intermediaries are removed Subscription; bulk pre-paid orders

The rewired blocks (in teal) move strategic weight away from price and intermediaries — relocating pressure, not abolishing it

llustrative reading from public information: not a completed assessment. After Osterwalder & Pigneur (2010).
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THE CONVENTIONAL CATEGORY CONFIGURATION

How a commodity like typically a
Key Partnerships Key Activities Value Propositions Customer Rel'ships. Customer Segments
Retailers hold Producetoa Commodity paper; None by design Anonymous
the leverage price; win shelf interchangeable shoppers
Key Resources. Channels
Scale plant; Supermarket
volume shelf (rented)
Cost Structure Revenue Streams
Justified only by scale Price-driven, per purchase ‘

Strategic weight sits with retailers and price. Margin pressure is the buit-in outcome.

llustrative structural reading of the category norm, not a specific company. After Osterwalder & Pigneur (2010).
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The Strategic Sequence

A different-looking value curve is not et a viable strategy. Test it in this order.

1. Buyer utility 2. Price 3. Cost 4. Adoption

Is there an exceptional Isit priced within reach can you deliver at that ‘What could block uptake —
reason to buy — real, of the mass of target price and still earn a buyers, partners, staff,
felt value for buyers? buyers from day one? healthy margin? or wider resistance?

Ifno > rethink Ifno > rethink Ifno > rethink Ifunresolved - rethink

A commercially viable Blue Ocean idea

The order matters: each step is only worth testing once the one before it holds. After Kim & Mauborgne (2005).





OEBPS/images/image7.png
Offering level (low to high)

A Strategy Canvas for a Maintenance Business

The current industry pattern, and a different profile worth testing (illustrative)

Hourly Breadth of Speed of per-job Scheduling Preventive Service Budget
rate equipment aallout quoting. dlarity planning history certainty

Typical competitor (as-is) == Proposed profile (to-be)

Illustrative and schematic, not customer research. A lower point can be a deliberate reduction that funds what the target buyer values.
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The Eliminate-Reduce-Raise-Create Grid

How value innovation breaks the cost-value trade-off

Which factors the industry takes
for granted should be removed?

ate

Lowers cost

e.g. [yellow taill: wine jargon, ageing,
oak complexity

Create

Which factors should be created
that the industry never offered?

Raises value

e.g. [yellow taill: easy drinking, easy
selection, fun

ANEW

VALUE CURVE

Reduce

Which factors should be reduced
well below the industry standard?

Lowers cost

e.. [yellow taill: range and vineyard
prestige

Raise

Which factors should be raised
well above the industry standard?

Raises value

e.8. [yellow taill: accessibility, retail
staff involvement

Left column lowers cost; right column raises value — pursued together, not traded off. After Kim & Mauborgne (2005).
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“Unexplored"






OEBPS/images/image6.png
First tier — “soon-to-be”

On the edge of your market, buying
minimally and ready to leave.

Second tier — “refusing”

Have seen your market and
cconsciously chosen against it.

Third tier — “unexplored”

In markets far from yours; never
considered your offer at all.

[yellow tail] looked outward
Beer, spirits and cocktail drinkers who found wine

intimidating were a bigger pool than wine buyers —
and the source of a new wave of demand.
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BLUE OCEAN STRATEGY VS RED OCEAN STRATEGY

Learn the key differences between red ocean and blue ocean strategy.

RED OCEAN STRATEGY BLUE OCEAN STRATEGY

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
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Offering level (low => high)

The Strategy Canvas: the US wine industry

How [yellow taill's value curve broke away from the industry pattern

Price Wine Prestige & Aging Vineyard Ease of Ease of Fun&
per bottle complexity terminology quality prestige drinking selection adventure

=== - Premiumwines + Budgetwines — [yellow tail]

Avalue curve that diverges from the industry — low on what the category prized, high on what noncustomers wanted. After Kim & Mauborgne (2005).
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Two Challenges, Not One

A founder needs to understand both to build something that lasts

Building a business that holds

Changing the basis of competition so Delivering that value, keeping the benefit,
buyers have a compelling reason to choose and staying able to operate when
you — and new demand opens up. conditions change.

‘The Blue Ocean tools. ‘The three traps to avoid

Value innovation - strategy canvas - Price pressure - holdup / dependence -
noncustomers - ERRC - PMS map fragility under shock

An attractive offer can create demand. The business must still deliver it,
capture enough value from it, and keep running when conditions change.
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and withstand disruption is another.
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The Structural Profile

A qualitative shape, with one axis left unplotted where evidence is missing

Customer
Segments.

Key Value
Partners Propositions What the shape flags
Revenue, activities and resources read
as exposed — the pattern of unpriced
coordination and reliance on the owner.

Key Partners s left unplotted because
the evidence s missing, not because it
s strong or weak. The linked
observations explain each point; the.

Key shape only shows where to look.
Activities
Key Customer
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Structure Streams

llustrative teaching profile for a fictional business. Shape, not scores. A missing point stays visibly unknown, never drawn at zero.
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Block A

The Four Relationship States

Each pair of blocks is read on two axes — and evidence is recorded separately

Block B

High Low

HH HL

High Both blocks strong Astrong; B weak
Mutually reinforcing strength under-supported
Usually a source of leverage Value may be leaking

LH LL

Low Aweak; B strong Both blocks weak
Effort resting on a gap Compounding exposure
Fragile foundation Often where a trap forms

Evidence confidence (high / moderate / low / insufficient) is recorded alongside the state — it is not a fifth state.
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Would owning it
solve the problem?

Vertical integration: more control, different commitments
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Does ownership remove the pressure — or move it?

Examine the evidence before committing capital.

Illustrative example: Coolgardie Commercial Refrigeration
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When growth changes
the foundation

One expansion decision. Several relationships affected.

MORE CUSTOMERS MORE SERVICES

Buying a competitor’s round Adding an adjacent service

Potential gain Potential gain
ll More customers and revenue ll More value from existing relationships

o What must be examined? e What must be examined?
283  People to carry the workload 223  Customer access and demand

& Founder coordination burden , Skills to deliver consistently
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Does growth relieve the pressure — or shift it?

Check the relationships the proposed change depends on.

lllustrative example: Coolgardie Commercial Refrigeration






