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Abstract
The U.S. golf course industry, which is in a state of oversupply and stagnant demand, is ripe for value innovation (Nakahara, 2005).  While industry competitors focus on how to beat one another through adding product features and discounted prices, the current paper - focused on the moderately priced, daily-fee public golf course - provides a framework for how value innovation can fundamentally change the game’s value proposition. This paper builds on the grassroots efforts of numerous organizations that have been conducting research and engaging in dialogue with the purpose of growing golf.  While these organizations have proposed many solutions, change is typically slow. This paper places the suggestions within the context of value innovation to explain why and how change can be successful in the golf industry.

Introduction
The golf course industry currently faces important challenges that must be met to sustain the viability of game for America’s 18,000 golf courses. Numerous reports and industry experts agree that golf course operators must create a new value proposition for golf consumers by solving three major barriers to participation: time, difficulty, and cost. By applying Kim and Mauborgne’s (2005) value innovation theory, this paper attempts to identify new models of golf course operation on daily fee public courses. The industry’s dominant logic will be analyzed and questioned, and suggestions for how value innovation can create new market space will be provided.
Industry Overview
The public golf course industry faces many challenges stemming from oversupply and under demand (Nakahara, 2005). Due to a golf course construction boom over the past decade, most areas in the United States are oversupplied with golf courses (McDonald, 2004b; Steinbach, 2004). In a study of golf course construction in the United States, Nakahara (2005) estimated that more than 2,400 18-hole equivalents had been built between 1995 and 2004. Further, within the same time frame, a lack in the corresponding consumer interest (McDonald, 2004b) has seen the increase in supply by 19.2% with no corresponding demand increase (Nakahara, 2005).  
In addition to oversupply and stagnant demand, the golf industry has also struggled to retain golfers. While 2.1 million people begin playing golf each year, the golf industry faces an 800,000 player deficit because 2.9 golfers quit per year (McDonald, 2004c). In particular, this is due to the fact that golfers face three main barriers to participation: time, money, and difficulty. First, with a limited amount of time for leisure activities (Graves, 2005a), many golfers are not afforded the four hours that it takes to finish a 18-hole round of golf (Graves, 2005a). Second, in addition to purchasing expensive equipment (clubs, bag, balls) and lessons, golfers must pay high end fees each time they wish to play. Lastly, with the intricate and difficult design of golf courses (Cullen, 2005), learning the sport can be expensive and frustrating for participants (McDonald, 2004c).  
Value Innovation
Value innovation provides a framework for developing strategies that make the competition irrelevant by offering new and superior buyer value in existing markets (Kim & Mauborgne, 2005). While most firms within an industry emphasize competitive benchmarking, value innovators develop strategies that offer consumers greater value. In contrast to competitive benchmarking, value innovation enables future industry leaders to redefine an industry’s assumptions. Hamel (1996) noted that few industry assumptions are challenged because firms assume that boundaries are set in stone, and as a result firms are not able to invent new, uncontested market space. Further, Ohmae (1988) added that by placing the consumer at the center of strategic thinking rather than the competition, firms can redefine products that provide value to customers. 
According to Kim and Mauborgne (2005), placing the customer at the center of strategic thinking allows value innovators to target the mass of buyers with an affordable product. By focusing on what all customers’ value in a product, a firm is able to identify the total solution sought by customers. Rather than focusing on the difference between customers through endless segmentation techniques, value innovators identify commonalities in the features valued by customers. Consumers will put aside their differences if presented with an alternative product choice high in value. Even if some customers are lost, the firm will experience an increase in profits due to the leap in value offered to the consumer. The remainder of this paper addresses how public golf course operators can improve the value proposition offered to golfers.  
Four Actions Framework

Value innovation is created when a company’s actions favorably affect both its costs structure and value proposition to buyers (Kim & Mauborgne, 2005). Cost savings occur when certain factors an industry competes on are reduced or eliminated, and buyer value is strengthened by creating elements the industry has not traditionally offered. Value innovators avoid reactive strategies that imitate the competition and eliminate investments in certain areas and/or significantly increase investments in other areas (Kim & Mauborgne, 2002).
The Four Actions Framework is used to reconstruct buyer value through the development of a new value curve, which identifies an industry’s factors of competition. As shown in Figure 1 and 2, the factors of competition in the golf industry are the following: clubhouse amenities, 18-hole/4-hour round format, customer service, course condition, course layout, instruction, discounts, and access. In order to improve value for customers, four questions must be posed to challenge the dominant logic within the industry. First, which factors should be reduced well below the industry’s standard? Second, which factors that the industry takes for granted should be eliminated? Third, which factors should be raised above the industry’s standard? Fourth, which factors should be created that the industry has never offered? Answering these questions will allow operators to reconstruct buyer value based on the industry’s factors of competition.
Reduce.  Industries are either functionally oriented, where firms compete on keeping prices low and operate largely on the basis of utility, or industries are emotionally oriented, where firms compete on the basis of emotion and provide consumers with lavish product extensions that may not necessarily add to the functionality of the product. Firms can achieve value innovation when they are able to change an industry’s functional-emotional orientation (Kim & Mauborgne, 2005). In golf, the functional-emotional orientation can be changed by reducing certain factors of competition (e.g., clubhouse amenities, customer service, course difficulty). First, with amenities rated as the least important factor in golf participation (NGF Third Quarter Report, 2005), it would make most sense to reduce the amenities offered within the golf experience (e.g., extent of concessions and retail merchandise). Second, lavish customer service could be reduced in an effort to create a more reasonable exchange between employees and consumers. Finally, because top tier golfers comprise only a small percentage of rounds played, the course difficulty could be reduced in order to cater to the average golfer (McCord, 1999) that makes up the primary market segment at courses. Thus, courses could keep the elements valued by golfers and reduce or eliminate elements that drive costs not valued by the customer.
Eliminate. Factors of competition that could be eliminated include the 18-hole/4-hour round fee structure and discounted rates.  The industry’s traditional fee structure has been based on a four hour time investment and 18 holes, which is detrimental to the ability of golf courses to compete against other leisure and entertainment options (Graves, 2005b). According to McDonald (2004a; 2004d), golfers are seeking a time compressed experienced on a high-quality, regulation length golf course. Second, discounting techniques such as twilight rates, early bird rates, and coupons should also be eliminated. It is difficult for a golf course to achieve the same revenue generation through discounting as it would by holding the price steady because courses rarely see an increase in the number of rounds played to make up for the revenue forfeited when discounts are provided (Nakahara, 2005). Price wars create a no-win situation where all competitors in a given market experience less revenue (Nakahara, 2005).  
Raise.  The golf industry could benefit from an environment that is more inclusive, particularly for families and females (Nakahara, 2005). As golf competes against other leisure and entertainment options, golf must position itself as a high value option for families (Graves, 2005b). According to the National Golf Foundation (NGF) (1999), consumers see golf as a social event, and many golfers would have an enhanced experience if more friends and family played golf. Thus, the industry could benefit from packaging rounds as time that can be spent with family and friends (Graves, 2005b). Further, family friendly facilities could be created by turning excess space into children’s courses (e.g., Kids Play Free Programs). Promoting golf as a chance to spend time with friends and family creates value for golfers by showing that golf is a valuable use of time.  
Access can also be raised by designing a golfing experience that addresses the needs of females. Research has shown that women are more interested in the social elements of playing golf than men (Graves, 2005b; NGF, 1999). In an effort to counter women leaving the sport for other hobbies, the industry could benefit by providing social exchange opportunities (e.g., luncheons, team based competitions) for groups of women interested in golf (Graves, 2005b; NGF, 1999). Finally, in order to overcome the challenge that golfers are hesitant to play alone (NGF, 1999), courses should facilitate a partner-match system.
Finally, because the difficulty of golf is a barrier to entry, the industry would benefit from providing educational opportunities that improve the skills of beginners. The NGF (1999) found that most golfers would enjoy golf more if their scores were lower. With an ultimate goal of improving scores among golfers, the Sebastian Municipal Golf Course in Sebastian, Florida offers free ten-minute lessons with the purchase of one round of golf (Bynum, 2003). The condensed lessons not only improve the performance of golfers, but they also serve as a promotion to purchase 30 minute lessons with professionals after participants see improvement.
Create.  In addition to the previous considerations, use of the Four Actions Framework of value innovation leads to creating elements of the golfing experience that the industry has never before offered. This paper argues for the elimination of the traditional round of golf (18-hole/4-hour) in exchange for an innovative golf product. When constructing a new 18-hole golf course, the value innovation would take place through the hub-and-spoke system shown in Figure 4. The first nine holes would be constructed by designing three groups of three holes. The initial three holes will begin with the first hole starting near the clubhouse and the third hole returning with a green near the clubhouse. The next three holes will begin with the fourth hole starting near the clubhouse and sixth hole returning near the clubhouse. The next three holes will begin with the seventh tee box near the clubhouse and the ninth green concluding the first nine holes near the clubhouse. The final nine holes of the course, holes 10-18, could be designed differently by having a five-hole loop followed by a four-hole loop. The purpose of this construction is to create a fee structure based on three holes instead of nine or eighteen holes. Therefore, greens for the third, sixth, and ninth holes are located near the clubhouse so management can ensure players are playing the correct number of holes.
The fee structure should be based on three holes. As shown in Figure 3, the pricing for the system is the following: 18 holes with a cart for $40, 9 holes with a cart for $22, 3 holes with a cart for $8, and three holes for $5. Lastly, the design of the hub-and-spoke system should be done in such a way that golfers wishing to play 18-holes do not really notice that the course is designed differently than other courses. Figure 4 is a computer-generated model of what a value innovative golf course would look like, and Figure 5 is an example of traditional golf course design.    
By redefining a round of golf, a new definition of the golfing day is needed. Because golfers now have an opportunity to play just three holes, the golf course must remain open with only twenty minutes of daylight. Many golf courses close operation with one or two hours of daylight remaining because it is assumed that golfers cannot finish nine or 18 holes. However, the new definition of golf allows for golfers to get off work at 6:00 p.m., arrive to the golf course at 6:45 p.m., and play for 30 minutes before it gets dark at 7:30 p.m. Similarly, the structure also allows for condensed three-hole play during the morning and lunch hours. Courses could offer innovative packages of three rounds of golf and a meal to provide a leap in value.
Lastly, Kim and Mauborgne (2005) suggest analyzing complementary product offerings in order to define the customer’s total solution. The decision to play a round of golf is affected by any number of other external factors that customers must confront, such as family obligations. For example, in an effort to eliminate child considerations, courses should create an on-site day care to improve customer retention. Bundling childcare services solves the golfer’s problem, and the course is able to overcome a barrier to participation (NGF, 2002; Steinbach, 2004). Figure 6 summarizes the Four Actions Framework proposed in this paper, and Figure 7 compares the old and news value curves.
Noncustomers
Rather than endlessly segmenting the current customer base and running the risk of creating specialized customer segments that are too small, value innovators identify commonalities in buyer’s value and reach beyond existing demand by attracting traditional noncustomers to the product (Kim & Mauborgne, 2005). There are three levels of noncustomers in golf. The first level consists of individuals who are currently customers, but are searching for better solutions than what golf is currently providing. The key commonality among these golfers is the desire to experience an affordable, time-compressed experience that can be enjoyed with family and friends. The current structure within this paper provides an experience to meet each of these demands. The second level of noncustomers consists of those potential golfers who refuse to use the product and satisfy their needs through alternative means. One reason people choose not to participate is tied to the sport’s difficulty and start-up costs. Thus, the current structure attempts to alleviate these concerns by offering free ten minute lessons and affordable rental costs.  
The final group of noncustomers exists because they have traditionally not been considered as potential customers by the industry due to the conventional industry definitions of who buys the product. As illustrated by Kim and Mauborgne (2005), “by questioning conventional definitions of who can and should be the target buyer, companies can often see fundamentally new ways to unlock value” (Kim & Mauborgne, 2005, p. 64). The classic example of third level nonconsumers in golf is corporations and local business entities. Businesses purchase rounds of golf to reward employees with corporate outings, leagues, and memberships while rewarding clients by utilizing a round of golf to conduct business.  
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Figure 1 – Factors of Competition

	Factor
	Description
	Level

	Clubhouse Amenities
	Merchandise, restaurant, snack bar, golf clubs, locker rooms, fully stocked pro shop
	High

	18-hole / 4-hour round
	Fee structure designed for an 18-holes round lasting 4 hours
	High

	Customer Service
	Ease of making tee times; friendly staff; complimentary tees, balls, bag drop, club cleaning, personal attendants
	High

	Course Condition
	Any element that affects the playability of the course such as quality of tees, greens, and bunkers
	High

	Course Layout
	Course design, difficulty, variation in holes, beauty
	High

	Instruction
	PGA professional available to give instruction to golfers
	Medium

	Discounts
	Twilight rates, early-bird specials, coupons
	Medium

	Access
	Women, family, non-golfer participation
	Low


Figure 2 – Value Curve
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Figure 3 – Fees   

	Holes
	Greens Fee

	3
	$5

	6
	$10

	9
	$13

	18
	$22

	Cart Fee
	$1 per hole 


Figure 4 - Proposed Design
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Figure 5 – Traditional Design

[image: image2.png]B Clubhouse
¥ Driving Range
® Practice Area





Three-hole rounds of golf could not exist at this facility because the third and sixth greens are not located near the clubhouse.  The back-nine could offer a four-hole rate because the 13th green is near the clubhouse.  In order to avoid players playing 18 holes, the routing could be altered so that the back-nine becomes the front-nine, with the new front-nine offering a four-hole rate.  
Figure 6 - Four Actions Framework
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Figure 7 – Value Curve Comparison
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 Description: The entry road, clubhouse, parking lot, and practice area would be located in the area bounded by the first tee box and greens for the third, sixth, ninth, fourteenth, and eighteenth holes.  Blue represents water.  














