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This thesis emphasizes establishing a profitable, conceptual, and sustainable busi-
ness model for a cinema lounge in the province of South Karelia. The study was car-
ried out because the number of customers in cinemas has decreased since the pan-
demic. Movie theatres face several challenges, such as the growing popularity of
streaming services and evolved customer needs. These challenges highlight the need
for value innovation and enhancement of the customer experience.

Several theoretical frameworks were utilized in the research, such as Blue Ocean
Strategy, SWOT analysis, Experience Triangle, Four Realms of Experience, and Mar-
ket Research. With the help of these tools, current challenges and opportunities were
analyzed and a deeper understanding of the customer experience was created.

A key insight of the research is that customers are increasingly looking for unique and
enjoyable cinema experiences. Customer experiences can be improved in diverse
ways with the help of Blue Ocean Strategy frameworks, and other significant theoreti-
cal frameworks. The research found several approaches to improve cost efficiency
without impairing the customer experience.

The conclusion of the study is that the cinema lounge concept has potential to be suc-
cessful in the South Karelia province. The concept of the business is unique, versatile
and suitable for different customer segments. However, the research is preliminary,
and before the establishment of the business, further research must be executed.
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1 Introduction
1.1.1 History of Innovation of Movie Theatre Business

Films have carried viewers into the realm of imagination and diverse temporal and spatial
contexts since the invention of cinema in the 19th century. The synchronized sound and the
introduction of color films solidified Hollywood’s dominance in the 1930’s, also known as its
Golden Age. Through the decade, movie theatres were the primary source of entertainment,
with many consumers going to see films weekly. Super cinemas and picture palaces were
constructed in urban areas. They offered additional amenities like cafés and ballrooms. In
the United Kingdom, cinema attendance peaked in 1945 with over 31 million weekly view-

ers. (National Science and Media Museums 2024.)

In the late 1970s, after a relatively smooth and profitable journey, when Sony introduced
VHS tapes, many believed it would lead to the demise of movie theatres. The new luxury of
enjoying entertainment at home was an innovation that brought greater privacy and con-
venience. Nevertheless, the success of VSH tapes increased revenues both in cinemas
and VHS tape sales by playing films in theatres exclusively before releasing them on VHS.
(Barrera 2020.)

1.1.2 Decline of the Movie Theatre Business

Nowadays, there is a threat that cinemas will disappear due to digital competition. At first,
piracy threatened the film industry. Then, televisions’ growing size and technological ad-
vancements reduced the gap between cinema and home viewing experiences. Lastly, the
huge popularity of various streaming services has become the greatest threat. The cinemas
cannot compete with streaming services in terms of lower prices and better convenience.
In response to the risk that the streaming services pose, the solution for the movie theatres

is to enhance the customer experience. (Barrera 2020.)

In addition to significant competition in the entertainment field, the cinema business has
other complications regarding profitability. Revenue streams in cinemas are generated from
ticket -, food -, beverage -, merchandise sales in addition to public funding. Regardless, the
sales of the tickets cover much of the high operational costs. The high operational costs,
which include rent, wages, film rentals, equipment, advertising, licenses and additional over-
heads. (Independent Cinema Office 2017.)



Furthermore, a global media company, Forbes, discusses whether the movie theatre busi-
ness is dying after the COVID-19 pandemic due to inflation and the rise of streaming ser-
vices. They state that due to the high prices, competition, improved technology, and time
commitment to driving to a movie theatre, the challenge is not seeking out a higher quality
product. The solution is in creating a more advanced moviegoing experience. (Phillips
2024.)

Moreover, the California Aggie’s article written by Mortazavi (2024) discusses the current
state of the cinema industry. The article highlights the declining box office numbers and the
potential threat of streaming services eradicating the movie theatre business. The author
interviews UC Davis students regarding these issues. For instance, Dari Gonzales, one of
the students, highlights how the unique experience brings people to watch movies in thea-
tres. Similarly, Emily Essex states that when she watches movies at home, her focus drifts
often. As aresult, she misses key moments in the film. She further explains that the theatre
environment helps people to stay focused on the movie. Jenna Gage agrees, emphasizing
that the immersive atmosphere of a theatre provides an experience that the streaming ser-
vices simply cannot recreate. Overall, according to the students interviewed, regardless of
the popularity of streaming services, moviegoing experiences depend on the environment

that cannot be provided at home.
1.2 Topic of the Thesis

The thesis topic focuses on producing a business plan for a cinema lounge in South Karelia.
The aim of the thesis is to utilize customer-centric features, profitability, and value innova-
tion. The business plan is intended for individual purposes and application. The research
problem concentrates on many issues that the industry seeks to address. For instance, the
popularity of streaming services, unauthorized content distribution, decreased cinema at-
tendance, high operational costs, technological advancements and constantly evolving cus-

tomer preferences and demands, are only few challenges in the current industry.

The topic of the thesis is relevant and innovative as it considers the current challenges of
the movie theatre business in the post-pandemic world. This era demands a greater need
to innovate a new moviegoing experience than in previous times. The topic of the research
demands a deep understanding of market dynamics, consumer behavior and business
planning skills to organize a profitable and sustainable business model in a competitive

industry.

The research topic addresses a gap in the market by exploring what constitutes a movie

theatre experience that customers deem worthy of their time and financial investment. Also,



due to the lack of existing research on this subject in the South Karelia region, the thesis
aims to address this gap. The thesis seeks untapped market opportunities by developing a
customer-oriented cinema lounge that offer unique characteristics and innovative values.

Simultaneously, the thesis focuses on creating a profitable and sustainable business.
1.3 Objectives

The thesis aims to develop a viable business plan for a cinema lounge in South Karelia that
reconceptualizes a moviegoing experience. The objective is to create an experience in a
movie theatre environment using customer-centric features and operational efficiencies to
ensure profitability and value innovation. The thesis is based on strategic frameworks such
as the Blue Ocean Strategy. It conducts comprehensive market research to produce a via-
ble plan that addresses the current issues and trends of the industry, as well as the evolving
customer experience. This study aims to discover solutions and strategies that will revitalize
the cinema experience and make it worthwhile for the target audience. Ultimately, the re-

search investigates actionable insights for launching and sustaining a profitable company.
1.4 Delimitations

The thesis will include a comprehensive market assessment of the cinema and entertain-
ment industry focusing on customer expectations, preferences, trends, challenges, and op-
portunities in South Karelia. As a deliverable, thesis will be well-composed, which means
that it will include a detailed business plan outlining variables like the concept, strategy,
target audience, features, and revenue streams. The study will include the application of
strategic frameworks like the Blue Ocean Strategy and other relevant frameworks to identify
and analyze the competitive landscape, innovate, and offer operational business solutions.
The research will also concentrate on how and what operational efficiencies will be achieved

to ensure profitability during the challenging financial landscape of the area.

Furthermore, the thesis will discuss some financial projections of the business. However,
complete financial modeling and accounting will be a secondary focus of the study as the
primary perspective of the thesis will be on conceptual business plans. Also, while regula-
tory analysis will be included to some extent, a comprehensive examination of legislation
and regulations governing the industry will not be incorporated. Lastly, the research will not
be a longitudinal study, where the movie theatre industry or other subjects will be observed
over years or decades. The focus of the study will be more on initial implementation and

strategies for future growth and sustainability.



The study’s limitations are justified for several reasons, such as the scope of the study,
practicality, research feasibility, and dynamic industry complexity. Firstly, the scope of the
study must be precise and focus on a detailed and actionable plan without being overly
complex. As a result, the plan of the business will be coherent, and it will be easier to un-
derstand the proposed concept. Secondly, the practicality of the in-depth financial projec-
tions and legal considerations need further resources and time to be concluded properly.
Considering the available thesis timeframe, including these comprehensive and vital, nev-

ertheless, complex concepts weaken the quality of the core conceptual business plan.

Thirdly, the thesis has to be feasible, and focusing on the conceptual business plan within
the boundaries of the research will enclose a direct approach, ensuring that the findings are
relevant and applicable to the proposed business concept. Also, the movie theatre industry
is complex and requires rapid adjustments. Thus, longitudinal research may not have effi-
cient and accurate results of the immediate impact of proposed innovations, strategies, and

solutions.
1.5 Research Question

The main research question is, “What kind of business model is profitable, conceptual, and
sustainable for a cinema lounge in South Karelia.” Sub-research questions are used to gain
a greater understanding of and application of the topic. Sub-research questions of the thesis

are:
1. How to enhance customer experience in the cinema?
2. How to use value innovation in business planning?

3. How to apply the Blue Ocean strategy in competitive business environments?

1.6 Structure of Thesis

The thesis consists of mainly four parts. Firstly, there will be an introduction that includes
subject matters, such as a presentation of the topic, research gap, research questions, ob-
jectives, delimitations, and research methodology. Secondly, the theoretical framework con-
sists of the crucial frameworks and themes included in the thesis, such as business plan-
ning, customer experience, market research, the Blue Ocean Strategy, and the SWOT Anal-
ysis. Thirdly, empirical work is done through research and analysis. In the research and
analysis section, the business plan is constructed based on the implementation of those

frameworks discussed in the theoretical frameworks. Lastly, the results are summarized in



the conclusion section, and a discussion regarding the thesis work is deliberated. The dis-

cussion will include strengths, weaknesses, and future recommendations for research.
1.7 Research Methodology

The approach used in the thesis is an action research framework. Action research is a group
of methods that integrates theory and practice to manage crucial organizational, community,
and social challenges collaboratively with those experiencing them. It entails planning, ac-
tion, and reflection cycles to originate knowledge and generate change. In the business
concept, action research functions in the realm of strategies, operational tasks, and config-
ured hierarchical organizational systems. (Shani & Coghlan 2019, 518-522.)

In their article called Action Research in Business and Management: A Reflective Review,
Shani and Coghlan (2019, 518-522) assess action research in business and management.
The authors emphasize four core factors: context, research process quality, relationship
guality, and outcomes. They offer real-life examples of action research projects, demon-
strating how the variables are applied in diverse contexts. The authors conclude that while
action research has the potential to aid in creating organizational solutions, business and

management have not realized their full prospects currently.

The article’s authors investigate how the relationship between business planning and action
research is closely intertwined. The framework in a business environment prioritizes ad-
dressing issues like customer service, globalization, innovation, financial management, and
organizational change. It is used across various industries and business functions. Action
research consists of operations management, marketing finance, and supply chain man-
agement. By integrating action and reflection, action research aids organizations in estab-
lishing a deeper understanding of critical challenges, resulting in more effective business

planning and implementation. (Shani & Coghlan 2019, 520-531.)

Action research is highly practical in the creation of a business plan. It entails theory and
practice, allowing the researcher to identify and address challenges while providing infor-
mation. The approach of action research for the thesis aids in establishing solutions to is-
sues from practical experience reinforced by rigorous research. Also, it fosters the cultiva-
tion of self-guidance competencies, strengthening the ability to organize and adjust the
business plan efficiently. Furthermore, action research has a versatile approach among
several industries, illustrating how adaptability and efficiency are important in identifying
various business issues. Therefore, it is a vital resource when creating high-quality business
plans. (Shani & Coghlan 2019, 520-535.)



Based on an article titled Action Research as Meta-Methodology in Management Field writ-
ten by Erro-Garcés and Alfaro-Tanco (2020, 1-9) the action research process in developing
a business plan goes through iterative stages of gathering data, analyzing, and applying
changes. It entails constant feedback loops and spiral cycles, enabling cyclical advance-
ments. Multiple data-gathering methods are used to obtain a holistic view of the issue. The
iterative nature of the approach helps emerging action research studies to arise from previ-
ous studies or cycles. Also, this approach improves the relevance and precision of empirical
studies in business and management fields. Action research is a meta-methodology or um-
brella process merging from various research methods to facilitate diverse business chal-

lenges.



2 Theoretical Frameworks

The theoretical framework aims to contribute theoretical insights of the key themes and
topics of the thesis. It will depend on a variety of key themes and topics that are vital for
apprehending and developing the business plan. This research includes theoretical frame-
works such as market research, the Blue Ocean Strategy, SWOT Analysis, and other key

literature on customer experience and business planning.
2.1 Business Planning

A business plan is composed of a document outlining the anticipated trajectory of a com-
pany. It is a written description of the intended actions and strategies for achieving them.
Generally stated, a business plan should entail all the crucial variables that will advance the

business’s success. (The Staff of Entrepreneur Media 2015, 3.)

According to Staff of Entrepreneurship Media (2015, 3-4), the following issues should be

included in a business plan:

1. Fundamental business concepts are explored. The discussion encompasses as-
pects, such as organizational frameworks, industry, and specific offering and strat-
egies are deliberated.

2. The strategy and specific actions one plan to implement it. To adequately address
these issues, one must respond to two questions: What are the objectives for one’s

business? What is the timeline and methodology for achieving these objectives?

3. Products and services and their competitive advantage. This section serves as a
description of products and services and why the consumers will want to purchase

them from this business instead of its competitors.

4. The marketing plan. To tackle these objectives, the target audience must be clearly
stated. The plan should cover how the business will attract and maintain enough
customers to be profitable, the methodology used to obtain customers, and the dif-

ferentiation from the competitors.

5. Finances. This section includes financial projections such as the revenue streams,
start-up costs, and the necessary funding. The statements will supply a conceptual
framework for how one’s hypotheses regarding the organization, its market envi-

ronments, and its strategic initiatives may manifest.



Furthermore, a business plan should be based on demonstratable facts and realistic expec-
tations that will enforce the credibility of one’s business plan. There is no set length require-
ment for a plan, but often, the plan consists of 15 to 25 pages. However, this can vary
depending on the business size, the amount of funding that the business needs to acquire,
and the nature of the business. For instance, if the plan proposes a new sort of business or
emerging industry, more than 25 pages are required to explain it further. (The Staff of En-
trepreneur Media 2015, 4-5.)

Business plans must be updated even after the initial creation. Especially financial state-
ments, where the funding has been utilized, and the results of the set plans have to be
revised. In order to get the best benefit from the business plan, it must be rewritten or re-
vised regularly. Overall, business plans are not necessarily complicated or extensive docu-
ments but rather a constantly evolving, formal written description of the business, encom-
passing its nature, rationale, and strategies for success. (The Staff of Entrepreneur Media
2015, 6-28.)

The importance of business planning has been evident in the business launch, growth, and
success. Statistically, entrepreneurs who complete their business plan are 260% more likely
to launch and two times more likely to prosper. Businesses with completed business plans
are 150% more likely to secure loan approvals and 133% more likely to get investment
capital. Businesses with a business plan have greater growth of 85,19% than those without.
Thus, a business plan is a vital tool to help entrepreneurs and businesses succeed. (Yaqub
2024.)

The business plan in this thesis will be compiled from empirical findings based on various
theoretical frameworks. In the “Research and Analysis” section, the business concept is
developed through the application of multiple analytical tools and a strategic framework.
Additional business plan components are addressed under the subheading titled “Out-

comes of Research and Analysis.”

Firstly, the executive summary entails the key features of the complete plan. It's approxi-
mately two pages long and consists of a mission, risks, vision statements, a brief description
of objectives and plans, a short description of the company and its organization, strategies,
and a highlight of the financial status and requirements. An executive summary is the high-
lights, the introduction to the business that should catch the attention of the reader. (The
Staff of Entrepreneur Media 2015, 105-107.)



Secondly, the implementation section will cover actionable plans that will describe the busi-
ness’s objectives, operations, timeline, and methodology. The implementation will be a fore-
cast of how the business should organize the starting of a new business in realistic steps
and schedule. (The Staff of Entrepreneur Media, 185-188.)

Thirdly, the unique selling proposition of the plan introduces the products and services of
the business. It elaborates on the characteristics of the product or services, such as ex-
penses, product attributes, market reach, intended demographic, rival businesses, and
manufacturing considerations. The section covers what problem the service or product
solves, highlights the compelling characteristics, and differentiates the product or service
from competitors. (The Staff of Entrepreneur Media 2015, 135-145.)

Moreover, the marketing plan is fundamentally about understanding your target demo-
graphic and how to reach their attention. A great product or service is not enough to suc-
ceed. Marketing strategy is essential as it defines what is sold, with what price(s), and how
to raise attention to the business. The four Ps of marketing, product, place, price, and pro-
motion will be identified in the marketing plan. (The Staff of Entrepreneur Media 2015, 163-
182; Twin 2024.)

Furthermore, financial projections in this thesis will be brief, as discussed in the delimitations
section. This theme includes start-up costs for the business, investments, VAT, funding
requirements, and strategies to find funding. In the research and analysis section of financial
projections refers to few additional sources. Firstly, the thesis titled Establishment of Cin-
ema and Brainstorming of Services with Service Design Methods by Kangas (2019) is uti-
lized to see diverse funding opportunities. Secondly, the business uses contribution margin
pricing. Thus, the thesis makes use of the definition and explanation given by the In-
vestopedia Team (2024). The thesis will not cover issues, such as depreciation, liabilities,

interest, and financial statements, as explained earlier in the introduction.
2.2 Blue Ocean Strategy

The Blue Ocean Strategy framework will be crucial for assessing the development of the
business’s unique value proposition. It includes simultaneously striving for low cost and
differentiation to unveil emerging market space and discover untapped consumer needs.
The priority is on inventing and catching undisputed market space, thus rendering the com-
petition insignificant. The Blue Ocean strategy thinking rests on the idea that market limits
and industry organization are fixed and are remodeled by the perceptions and actions of
the industry participants. Applying the Four Action Framework (Eliminate, Reduce, Raise,

Create), Value Innovation, Strategic Canvas, Three Tiers of Noncustomers, and Six Paths
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Framework will identify ways to improve the existing experience. (Kim & Mauborgne 2015,
3-47.)

2.2.1 Red Ocean versus Blue Ocean

Kim and Mauborgne categorized the market into red and blue oceans. Red oceans symbol-
ize currently existing industries where the competition is intense, and organizations com-
pete to get a larger portion of the current market. The vicious rivalry in these market spaces
turns the metaphorical ocean red with competition. On the other hand, the blue ocean rep-
resents undiscovered industries and market spaces. The blue ocean is free from competi-
tion and offers potential for growth and profitability, similar to the big and powerful blue
ocean. (Blue Ocean Strategy 2024.)

The blue ocean and red ocean are opposites of one another. In the red ocean strategy,
organizations are in competition, where they seek to outperform their rivalries in their es-
tablished markets. Firms using red ocean strategy analyze their competitors’ actions and
use that knowledge to surpass them. Regardless of their efforts, this ultimately leads com-
panies to a struggle for market share in an increasingly saturated environment. As a result,
firms basing their entry decisions on these assessments categorize industries as either at-

tractive or unattractive. (Blue Ocean Strategy 2024.)

Conversely, blue ocean strategies challenge the notion of fixed market boundaries, recog-
nizing that these limitations primarily exist in the minds of managers. They seek to tap into
the latent demand by redirecting their center of attention from supply to demand and from
rivalry to value innovation. This strategy aims to simultaneously achieve differentiation and
cost reduction, thereby creating new market spaces and opportunities. (Kim & Mauborgne
2015, 49-82.)

The blue ocean approach posits that industry attractiveness is not inherent but can be in-
fluenced by deliberate corporate efforts. By breaking the traditional value-cost trade-off, or-
ganizations can alter market structures and render existing competition irrelevant. This
strategy enables firms to expand the demand side of the economy, generating new wealth
and engaging in a non-zero-sum game with significant potential rewards. In this paradigm,
the concept of inherently attractive or unattractive industries becomes largely obsolete.
(Blue Ocean Strategy 2024.)

2.2.2 Value Innovation

As a part of marketing-creating strategy Kim and Mauborgne (2015, 3-23) introduced value

innovation. It is a concept that simultaneously aims for cost reduction and differentiation.
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This is shown in Figure 1. The authors introduce the concept to help value increase for both
customers and businesses. As a result, the value for a customer is concluded by subtracting
the price from the offering’s utility, while the value for an organization is derived from de-
ducting the cost from the offering’s price. Value innovation only takes place when utility,

cost, and price are parallel throughout the entire system.

Figure 1. Value Innovation. (Kim & Mauborgne 2005, according to Blue Ocean Strategy
2024.)

Value innovation prioritizes both value and innovation. By focusing on both aspects of value
innovation, the limitations of solely emphasizing either are avoided. While value without
innovation prioritizes the creation of value on an accumulative scale. These improvements
in the business model fail to distinguish a firm in the market space. On the other hand,
innovation without value gravitates towards more technological advancements. As a result,
the offering of the business exceeds realistic and current customer needs and willingness
to pay. Value innovation enables businesses to pursue both differentiation and low cost
simultaneously, creating uniqgue market opportunities and staying away from competition.
(Blue Ocean Strategy 2024.)

2.2.3 Four Actions Framework

The four actions framework serves as a tool for reconstructing elements of buyer value
when developing a new strategic profile, also known as a value curve. To develop a fresh
value curve that breaks the traditional trade-off between low cost and differentiation, this
framework provides four crucial questions. These questions are designed to challenge the

established strategic logic within an industry. (Blue Ocean Strategy 2024.)

Chan Kim and Renée Mauborgne (2015, 31-33) present these four questions followingly:
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1. What elements does the industry consider standard that should be removed?
2. What aspects should be significantly lowered compared to industry norms?
3. What features should be enhanced beyond the typical industry level?

4. What new offerings should be introduced that the industry has not yet provided?
2.2.4 ERRC Grid

ERRC Grid, also known as Eliminate-Reduce-Raise-Create Grid, enhances the Four Ac-
tions Framework and it has been utilized as a key tool of blue ocean strategy. The tool
serves as a straightforward matrix-style instrument, which encourages businesses to con-
currently focus on elimination and reduction, as well as enhancement and creation. Thereby

unveiling new blue oceans. (Kim & Mauborgne 2015, 37-39.)

Eliminate Raise

Reduce Create

Figure 2. Empty ERRC Grid (Kim & Mauborgne 2005, according to Blue Ocean Strategy
2024.)

As shown in Figure 2, The grid prompts organizations to not only consider the inquiries
presented in the Four Actions Framework but also to implement all four actions, resulting in
a novel value curve that is vital for discovering unexplored market spaces. Firms gain four
immediate advantages from utilizing this grid. Its complex businesses simultaneously seek
differentiation and cost reduction, breaking the value-cost trade-off. It promptly identifies
firms that solely concentrate on improvement and establishment often lead to increased
cost structures and over-engineered products and services. (Blue Ocean Strategy 2024.)
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Moreover, the grid aids understanding and engagement of the information immediately. As
the finalization of the grid is challenging in its nature, a meticulous examination of each
competitive factor occurs. As a result, this approach is guiding firms to uncover the range

of assumptions they unknowingly make while competing. (Blue Ocean Strategy 2024.)
2.2.5 Strategy Canvas

Furthermore, to create an appealing blue ocean strategy, strategy canvas is a core diag-
nostic tool and an action framework. The canvas is a single-page analytic and visual tool
that illustrates how an organization structures its offering to customers in contrast to its
competitors. It effectively depicts four essential strategic elements: the competitive factors,
the level of offering that buyers receive across these factors, and the strategic profiles and
cost structures of both the organization and its rivalries. The strategy canvas portrays a
story by revealing where the firm and its competitors are at present time allocating re-
sources. Especially the factors which the businesses are fighting a market share for, and
what consumers are benefitting from current competitive offerings in the marketplace. (Kim
& Mauborgne 2015, 27-31.)

The strategy canvas provides two key purposes. Firstly, it captures the current competitive
landscape, showing the factors the industry focuses on, what buyers receive, and the stra-
tegic profiles of key players. Secondly, it drives action by shifting attention from competing
within the industry to exploring alternatives and addressing non-customers, helping to vis-
ualize how a blue ocean strategy can depart from the competitive red ocean environment.
(Blue Ocean Strategy 2024.)

High
Blue Ocean Strategic Move
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Figure 3. Strategic Canvas. (Kim & Mauborgne 2005, according to Blue Ocean Strategy
2024.)

In Figure 3, the horizontal axis of the strategy canvas represents various key factors in
which an industry competes and invests, beginning with pricing. On the vertical axis, the
level of offerings that consumers obtain for each of these core components is illustrated. A
higher level vertically suggests that an industry player provides more. Thus, customers get
more value for money. A value curve, also known as the strategic profile, is plotted to the
illustration, and the dots are connected to create the curve. It depicts a company’s perfor-

mance in terms of its competitive factors. (Blue Ocean Strategy 2024.)

To create a strategic canvas, the industry must first be named. Secondly, the key competi-
tive factors are identified by the industry or target market competition for the business, prod-
uct, or service offerings. For each factor, each relative offering level is rated on a 5-point
scale, where a lower offering rating indicates a weaker offering, and a higher rating repre-
sents a stronger one. Thirdly, the ratings are plotted on the vertical axis and the ratings that
are represented as dots should be connected to form a value curve. Lastly, the competitor
is chosen, and the process is repeated and compared against the first value curve. (Blue
Ocean Strategy 2024.)

2.2.6 Three Tiers of Non-customers

Three Tiers of Non-customers is another analytic framework to aid firms in identifying un-
tapped demand and establishing blue oceans. To increase market share, companies focus
on maintaining and growing an existing customer base. Many businesses lack a clear un-
derstanding of how to capture a larger market share. The three tiers of non-customers pre-
sent new blue ocean opportunities, but the firms are unaware of who are these con-cus-
tomers and how to attract them. To make use of this untapped potential, businesses must
gain a deeper understanding of the non-customer landscape. (Kim & Mauborgne 2015, 47-
83.)
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Figure 4. Three Tiers of Non-customers. (Kim & Mauborgne 2005, according to Blue Ocean
Strategy 2024.)

Current Tier 2 Tier 3

Market "Refusing” "Unexplored"

Figure 4 illustrates the non-customers who are divided into three tiers. The first tier, situated
close to the existing market, comprises individuals who make minimal purchases from an
industry out of necessity but do not consider themselves true customers. The second tier
consists of those who actively choose not to use an industry’s offerings despite being aware
of them as potential solutions to their needs. The third and most distant tier includes indi-
viduals who have never even considered the industry’s products or services as viable op-

tions. (Blue Ocean Strategy 2024.)

By identifying and emphasizing the shared characteristics between these non-customers
and existing clients, firms can develop strategies to draw them into their newly created mar-
ket space. (Kim & Mauborgne 2015, 47-83.)

2.2.7 Six Paths Framework

Chan Kim and Renée Mauborgne’s (2015, 49) Six Paths Framework offers a solution to the
search risk many organizations face. This approach helps to identify promising blue ocean
opportunities from the vast array of possibilities by redefining market boundaries.

The framework offers six methodical approaches to shift one’s perspective when examining
the market landscape, thus uncovering new value cost frontiers. It guides through each
path, demonstrating how to discover potential blue ocean prospects by expanding beyond
an industry’s self-imposed limits rather than remaining confined within them. (Blue Ocean
Strategy 2024.)
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Figure 5. Six Paths Framework. (Kim & Mauborgne 2005, according to Blue Ocean Strategy
2024.)

By employing this technique, decision-makers can break free from traditional competition-
based thinking, alter their viewpoint, and gain insight into reconstructing conventional
boundaries to create new demand. As shown in Figure 6, the Six Paths Framework encour-
ages looking beyond typical industry confines and instead examining various industries,
strategic associations, consumer segments, supplementary goods and services, the emo-
tional-functional direction of an industry, and even diverse time frames. (Blue Ocean Strat-
egy 2024.)

2.2.8 Buyer Utility Map

The Buyer Utility Map reinforces a demand-focused approach. It identifies the diverse meth-
ods to improve the value for customers and evaluates the entire range of experiences cus-
tomers have with a product or service. This perspective aids the discovery of all the potential

areas where products or services can provide utility. (Kim & Mauborgne 2015, 121-125.)
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The Six Stages of the Buyer Experience Cycle

Purchase Delivary Use Supplements Maintenance  Disposal

Customer
Productivity

Simplicity

Convenience

Risk Reduction

The Six Utility Levers

Fun &
Image

Envirconmental
Friendliness

Figure 6. Buyer Utility Map. (Kim & Mauborgne 2005, according to Blue Ocean Strategy
2024.)

As presented in Figure 6, the map illustrates two dimensions: the Buyer Experience Cycle
(BEC) and Utility Levels. The Buyer Experience Cycle (BEC) decomposes a consumer’'s
experience into six sequential stages, from initial purchase to the final disposal of the prod-
uct or service. Conversely, Utility Levels symbolize different methods through which busi-

nesses can enhance customer utility across these stages. (Blue Ocean Strategy 2024.)

By positioning a new offering within the map, managers can identify how the new idea de-
livers a unigue value proposition compared to existing options and address major barriers
that prevent non-customers from becoming customers. However, in practice, management
often concentrates on the same stage of the customer’s experience. While this map can be
highly beneficial in emerging industries where there’s room for enhancing utility, in estab-
lished industries, this approach is less likely to lead to a transformative blue ocean strategy.
(Kim & Mauborgne 2015, 121-125.)

2.2.9 Sequence of Creating a Blue Ocean

Organizations must create their blue ocean strategy by prioritizing four elements: customer
value, pricing, expenses, and implementation. This approach helps companies to build a
sustainable business model and gain the benefits of the emerging market space. According
to Kim and Mauborgne (2015), firms significantly lower business model risk and guarantee

benefits for both the business and its customers. Businesses achieve success with this
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approach by comprehending an accurate strategic sequence and assessing blue ocean

conceptions against crucial criteria within that sequence. (Blue Ocean Strategy 2024.)

Kim and Mauborgne (2015, 117-144) outline the strategic steps for developing a commer-
cially viable blue ocean concept. The initial focus is on customer value. Issues such as the
product or service’s utility and its appeal to a large number of consumers who purchase it
are discussed. Followingly, the pricing is considered. Questions regarding the offered price
and its appeal to target customers will be analyzed. Affordability is vital to make the product
or service manageable to purchase, or it won’t generate significant market interest. These
stages focus on the revenue aspect of the business model of a firm, ensuring a substantial

increase in net customer value.

The third element to assess is the cost to secure profitability. The cost element of a business
model guarantees that it builds intrinsic value in the aspect of profit. The profit is determined
by deducting production expenses from the selling price. The critical topic to assess in the
third sequence is whether the firm can produce the product at the aimed cost while main-
taining a profitable profit margin. Companies need to avoid letting costs dictate prices or
reducing utility due to high costs that prevent profitability. If the target cost is not achievable,
either the idea must be disregarded, or innovation must take place so that the business
model meets the target cost. (Blue Ocean Strategy 2024.)

The final step in the sequence involves addressing adoption barriers. Challenges regarding
the implementation of the idea and addressing the issues must be considered. The formu-
lation of the blue ocean strategy is fully finished when the potential adoption challenges are
addressed from the outset. This ensures the successful realization of the business concept.

Figure 7 shows the entire sequence of creating a blue ocean. (Blue Ocean Strategy 2024.)
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Figure 7. Anillustration of the sequence of Creating a Blue Ocean. (Kim & Mauborgne 2005,

according to Blue Ocean Strategy 2024.)
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2.3 SWOT Analysis

SWOT analysis is a well-known strategic management tool in various fields. Businesses
employing it have increased significantly. It analyzes four key elements: strengths, weak-
nesses, opportunities, and threats in internal and external environments. The analysis tool,
when used properly aids an organized approach to decision-making and strategic planning.
(Helms & Nixon 2010, 215-217.)

Helms and Nixon, in their article titled "Exploring SWOT analysis — where are we now? A
review of academic research from the last decade” (2010, 215-231), investigate the appli-
cation of SWOT analysis and whether its value as a planning tool is still prevalent. Authors
state that over the last ten years, studies have indicated that the usage of the SWOT tool
has increased in the assessment of organizations and proposal of strategic recommenda-
tions. They found out that the method is used in nearly every business case study targeting
business students. Additionally, SWOT analysis nowadays is widely utilized as a teaching

tool by educators as well.

Panagiotou (2003) argued that the tool is too vague and oversimplified with its numerous
limitations. The authors of the article deliberate that the success of using the SWOT tool
relies on the depth of analysis that is done. SWOT analysis has fundamental flaws such as
a lack of hierarchy, issues in categorizing values, classification challenges, and limited to
no strategic direction. Despite the limitations of the tool, it continues to be a major strategic
tool. (Helms & Nixon 2010, 231-240.)

Evans and Wright (2009) state that SWOT remains a highly valuable component in the
strategic planning process. The authors of the article refer to a study conducted by Evans
and Wright (2009); SWOT analysis offers a concise summary of the strategic position of a
company with its application spanning from corporate and functional levels down to individ-
ual usage. However, the study that the authors emphasize concludes that the tool should
not be used in isolation but should be integrated with additional tools to enhance its effec-
tiveness. (Helms & Nixon 2010, 229-230.)

Furthermore, the SWOT Analysis process starts by examining the internal resources and
capabilities of a company to achieve a competitive advantage. The internal analysis is done
to identify areas that require improvement or maintenance. The business environment and
strategies are investigated through external analysis. In conclusion, SWOT analysis com-
pares the four core elements and uses strengths to address weaknesses and threats. (Guirel
2017, 1005-1006.)
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2.4 Customer Experience

Enhancing customer experience will be a prominent theme in the thesis. This section will
explain how a business creates a memorable and engaging environment that further im-
proves customer loyalty and satisfaction. By designing a unique customer journey, the busi-
ness differentiates itself from its competitors. The role of ambiance and service quality will

be explored to comprehend how they affect the immersive experience.

Welcome to the Experience Economy by Pine and Gilmore (1998, 97-99) states that econ-
omists traditionally have included experiences alongside services. However, experiences
represent an alternative economic offering that differs from services as much as services
differ from goods. In today’s market, consumers seek experiences, which are now recog-
nized as the fourth economic offering, following the progression from commadities to goods,
and services. As shown in Figure 8, experiences have appeared as the latest stage in what

is referred to as the progression of economic value.
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Figure 8. The Progression of Economic Value (Pine & Gilmore 1998.)

The establishment of an experience takes place when a firm deliberately utilizes services
as a stage, goods as props, and interacts individually with consumers in a manner that
produces an unforgettable occurrence. While commodities are interchangeable and fungi-
ble, goods are tangible. Also, services are intangible individualized activities with ad-
vantages, while experiences are memorable. However, experiences are not limited to en-
tertainment. Organizations create an experience whenever they interact with consumers in

unforgettable and personal matters. (Pine & Gilmore 1998, 98-99.)
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A company can claim to offer experiences as its economic offering only if an admission fee
is charged. An event designed solely to improve customer preference for the standardized
goods or services of a company does not qualify as an experience economic offering. Nev-
ertheless, even if a company currently chooses not to charge for admission for the events
it organizes, its management should consider what they might do differently if they were to
implement an admission fee. This consideration will help the business envision how to pro-
gress into the experience economy, as the approach necessitates the creation of more en-
riching experiences. Cinemas have already implemented admission charges for featured
films. Implementing an admission fee does not suggest that organizations should cease
selling services or goods. (Pine & Gilmore 1998, 100-101.)

In advance of the implementation of admission charges, a company must create an expe-
rience that guests deem worth the cost. Superior design, marketing, and delivery are just
as vital for the experience as are services and goods. Creativity and innovation will often
increase revenue. However, experiences, like other economic offerings, possess unique
characteristics and qualities and bring distinct design issues. (Pine & Gilmore 1998, 99-
101.)

2.4.1 Four Realms of an Experience

Experiences can be categorized into two dimensions. The first axis represents customer
involvement, ranging from passive to active participation. In passive participation, the cus-
tomer does not influence the performance, while in active participation, they play a quintes-
sential role in creating the performance of the experience. The second axis depicts the
connection between customers and the event. This spectrum ranges from absorption to
immersion. For instance, attending a cinema with an audience, a giant screen, and immer-
sive sound is more enjoyable than viewing the same film at home. (Pine & Gilmore 1998,
101-103.)

These two axes create four broad categories of experiences: entertainment, educational,
escapist, and aesthetic. These categories form the Four Realms of an Experience, in which
the “sweet spot” is dot in the section where spectra intersect. The Four Realms of an Expe-
rience is illustrated in Figure 9. (Pine & Gilmore 1998, 101-103.)
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Figure 9. The Four Realms of an Experience. (Pine & Gilmore 1998.)

Furthermore, the entertainment category of the Four Realms of an Experience signifies that
customers are captivated by the performance. The educational section means that the buy-
ers expand their understanding or abilities. The aesthetic category implies that the custom-
ers are inspired by visually appealing surroundings. Lastly, the escapist section is how the
customer immerses themselves in activities set in diverse eras or locations. (Pine & Gilmore
1998, 101-103.)

2.4.2 Creation of Experiences

A key aspect of creating an experience is designing a clear theme. A poorly conceived
theme fails to provide customers with a framework to organize their impressions, resulting
in no lasting memory. An efficient theme is succinct and engaging, driving all design ele-
ments and staged events toward a cohesive narrative that fully immerses the customer. It
does not need to be a corporate mission statement, marketing slogan, or even written down.
(Pine & Gilmore 1998, 102-104.)

To reinforce the theme, experiences must create lasting impressions. These impressions,
which are the main takeaways, should align with and support the theme. Businesses must

convey cues to align with the theme of the experience, ensuring all elements are consistent
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with the theme and removing anything that detracts directly from it. (Pine & Gilmore 1998,
102-104.)

Incorporating memorabilia into the experience represents a valuable opportunity. Consum-
ers spend tens of billions annually on memorabilia, often at prices significantly higher than
similar items not associated with the experience. This price difference reflects the value
buyers place on remembering the experience rather than the cost of goods. Also, incorpo-
rating all five senses is crucial to the overall experience. The sensory elements that com-
plement an experience should align with and amplify its central theme. The experience be-
comes more impactful and unforgettable as it engages more senses. (Pine & Gilmore 1998,
103-105.)

Moreover, businesses should strive to relate to customers on an individual level. For in-
stance, tailoring their products and services to meet their desires is a key to personalization.
The new consumer priority is authenticity, which has emerged alongside the shift to the
experience economy. Regardless of what is being offered, buyers will evaluate it based on
its perceived authenticity and alignment with their self-image. (Pine & Gilmore 1998, 103-
105.)

Nevertheless, employing these design principles does not guarantee success, as the fun-
damental laws of supply and demand remain in effect. Businesses that fail to deliver con-
sistently engaging experiences, set prices too high relative to perceived value, or create
excessive capacity for staging experiences may face challenges with demand, pricing, or
both. (Pine & Gilmore 1998, 103-105.)

2.4.3 Progression of Economic Value

In the future, the transformations represent the fifth and the final economic offering. Trans-
formations utilize experiences to guide customers toward meaningful change by integrating
these experiences into their lives in ways that produce noticeable improvements. Looking
ahead in the experience economy, more experiences should lead to transformations. Figure
10 illustrates the progressions of economic value in full. While experiences are more endur-
ing than the services, participants often seek beyond mere memories. Buyers seek some-
thing that surpasses what goods, commodities, services, or experiences can solely provide.
(Pine & Gilmore 2013, 23-33.)
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Figure 10. The Progression of Economic Value in Full (Pine & Gilmore 2013.)

As economic activity moves further from goods and services, companies will eventually see
their experiences become commodified. The enjoyment derived from repeated experiences
diminishes over time, in the end leading to disengagement. Nevertheless, society is not fully
prepared for this economic shift yet. Many people are still adjusting to the concept of expe-
riences. These customers might be hesitant to seek external help in changing themselves
due to the intensely personal nature of such transformations. Therefore, for now, the focus

is staging experiences. (Pine & Gilmore 2013, 32-43.)
2.4.4 Experience Triangle

Experience Producer’'s Handbook (Tarssanen, 2009, 11) presents the experience triangle.
Figure 11 shows an illustration of the Experience Triangle based on the work of Pine and
Gilmore. The model aids analyzation and understanding of tourism, entertainment, and cul-
tural products. The experience triangle describes the perfect product, where all the ele-
ments of the experience are represented. It is a clear tool for the critical points or shortcom-
ings of the product. The model makes it easy to analyze the product and develop it. The
experience triangle establishes better products that give a company a competitive ad-

vantage.
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Figure 11. The Model of the Experience Triangle (Tarssanen & Kylanen 2005, according to
Vlad 2015, 8.)

The model views the experience from two perspectives. Firstly, at the level of the product’s
elements. Secondly, at the level of the experience of the customer. The bottom of the ex-
perience triangle depicts the factors that affect the experience. It is impossible to guarantee
for every guest that the experience is as promised. Nevertheless, elements of the product
can be included, and with their help, a better experience is created. This ensures that the
criteria for the experience are met, and the service refined as an experience. (Tarssanen
2009, 12.)

There are six elements in the model. Firstly, individuality means the uniqueness of the prod-
uct. The customers are unable to find a similar or the same experience elsewhere. Individ-
uality is seen as customer orientation, flexibility, and the possibilities of product customiza-
tion according to the preferences and needs of the consumer. In its simplest terms, this
means that there is flexibility in the program so that each participant can customize their
preferences. Product individuality and degree of customization can be executed diversly,
and there are endless possibilities. When individuality is increased, the cost tends to raise
simultaneously. Therefore, the challenge of this element is in terms of producing easily cus-

tomized products whose basic concept is duplicable. (Tarssanen 2009, 12-13.)

Secondly, authenticity in the context of elements means the credibility of the product. In its
simplest form, it is about existing in an authentic way in the culture of the region. According
to Edward Bruner (1994), the customer ultimately decides what is considered authentic.
The creation of the product should be influenced by the cultural background of its develop-
ers, making it familiar and a natural extension of their local identity. Bruner (1994) argues
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that every representation of a certain culture changes the original perception. Therefore,
part of the authenticity of a product lies in its cultural-ethical sustainability. An ethical product
should never offend ethnic or other communities, and the companies should never seek

benefit at the communities’ expense. (Tarssanen 2009, 13.)

Thirdly, the next element, the story, is closely connected to the authenticity of the product.
It is crucial to tie various elements of the whole with a coherent story. This makes the expe-
rience dense and immersive. A believable and authentic story gives the product and expe-
riences a social dimension, meaning, content, and justification for the customer to experi-
ence the product in question. A good story has elements of facts and fiction and should be
enticing to the consumer on an emotional level. As a result, the customer gets to experience
the product intellectually and emotionally. The effectiveness of the product must be consid-
ered carefully. Each product should be scripted, taking into consideration the needs of the
target demographic. This ensures the believability of the possible plot twist efficiently. (Tars-
sanen 2009, 13-14.)

Moreover, multisensory in the context of the experience elements is related to the careful
design and selection of all sensory stimuli. Multisensory is meant to reinforce what is desired
from the theme and ensure the attractiveness of the product. However, if there are too many
sensory stimuli or the provided stimuli are disturbing, the overall impression of the experi-

ence suffers. (Tarssanen 2009, 14.)

Furthermore, contrast signifies the dissimilarity from the viewpoint of the customer. The
product must be differentiated from the consumer’s ordinary actions. They must be able to
experience something new, exotic, or out of the ordinary. By experiencing something new,
the customer can see themselves from a new perspective, in an alternative way, in a foreign
environment. This provides freedom to view and experience things away from everyday
restrictions or habits. The contrast must be taken into consideration in relation to the nation-

ality and the culture of the customer. (Tarssanen 2009, 14.)

Lastly, interaction is successful communication between the guide and/or other travelers.
Great communication takes the communication of the consumer and the product and/or
developers into account as well. A sense of community plays a vital role in communication.
As a result, greatly important that the customers participating in the same excursion are
familiar with one another. Although the customer can experience the product alone, a com-
munity involves greater value and appreciation. In this way, the experience raises the social
status of the participants or creates a closer association with this community. When there
is discussion about experiments, the element of interaction is particularly crucial in the cre-

ation of individuality. The personal interaction between the service provider and traveler is
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important in conveying the experience to the customer in a certain environment in the most

successful way possible. (Tarssanen 2009, 14-15.)

On the vertical axis of the experience triangle model, the structure of the experience of the
customer is described. It begins from the awakening of interest experiencing to the con-
scious processing of the experience. The structure furthers an emotional experience that
leads to a transformative experience. In a functional experience product, all the basic ele-
ments of the experience described are included for the experience level for everyone. (Tars-
sanen 2009, 15))

At the bottom of the axis, the motivation level is located. The motivation level of the client
awakens interest and creates expectations for the product. Already at this stage, as many
as possible experience criteria should be met. In other words, product marketing should

have qualities of all the experience elements. (Tarssanen 2009, 15.)

Followingly, on the physical dimension, the customer experiences and becomes aware of
the economic offering via their senses. With the help of physical sensations, the customer
acknowledges where they are, what is happening, and what they are doing. On a physical
level, an excellent product guarantees a pleasant and safe experience. The technical quality

of the product is measured via the physical level. (Tarssanen 2009, 15-16.)

On the other hand, on an intellectual level, customers process the environment with given
sensory stimuli and act according to them. On an intellectual level, consumers decide
whether they are satisfied with the product. A pleasant experience at an intellectual level
offers a learning opportunity to develop or gain new knowledge either consciously or un-

consciously. (Tarssanen 2009, 16.)

In the end, the experience is experienced on an emotional level. It is challenging to foresee
and manage individual’s emotional reactions. If the product has been well taken into ac-
count with all the basic experience elements, a positive emotional reaction of a customer is

very likely. A reaction that the individual feels to be significant. (Tarssanen 2009, 16.)

Lastly, on a mental level, a positive or strong emotional reaction may lead to personal trans-
formation. It may result in permanent changes in the physical condition, mindset, or lifestyle
of the customer. In this case, the individual feels that they have changed or accept that they
have adopted something new as a part of their personality. Through the experience, cus-
tomers may adapt a new hobby, a way of thinking, or find new resources within. (Tarssanen
2007, 16.)
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2.5 Market Research

Market Research is fundamental to understanding markets and it involves a systematic col-
lection and analysis of knowledge about organizations and individuals via statistical and
analytical tools and methodology of the applied social sciences. It provides valuable per-
spectives into the target audience’s needs, competitive benefits, and future challenges and
growth. (Sarstedt & Mooi 2010, 2-4; Phillips 2007, 37-58.)

The Market Research Handbook (Phillips 2007, 37-58) prioritizes a systematic market re-
search process. It aids businesses to understand customers, develop innovative products,
and monitor the market. The value of market research is based on the ability to combine
the needs of the company and customers with systematic research. The authors emphasize

that value arises from the process and its use, not from singular research methods.

The authors describe the systematic market process as the process hygiene, which sys-
tematically integrates market research into a business’s core operations. They advocate
that rather than using market research sporadically as a reactionary measure, it should be

a foundational and consistent practice in a business. (Schroiff 2007, 99-101.)

The handbook outlines an overarching journey, also known as a macro process. In essence,
it is a passage from an initial idea to a thriving product in the market. The journey begins
with a phase where businesses dive deep to understand customers' lifestyles, needs, de-
sires, and even anxieties. As a result, businesses find opportunities for innovation and de-
sign valuable products. (Schroiff 2007, 99-111.)

The next stage of the process is pretesting. It is reminiscent of a rehearsal where every
aspect of the product is refined, from messaging and packaging to pricing. Pretesting acts
as an insurance policy. It allows companies to identify and correct potential issues before a
large-scale launch. For instance, pretesting investigates whether the product resonates with
the audience. (Schroiff 2007, 99-115.)

The macro process carries on with market observation and analysis after the initial launch.
The last phase of the systematic market assessment enables companies to adapt strategies
based on concrete evidence rather than intuition. Market observation and analysis involves
gathering data on sales, customer feedback, and activities of rivalries. As a result, the com-
plete process hygiene helps firms to maintain an edge on the competition and adapt in a
constantly evolving market. (Schroiff 2007, 99-118.)

Furthermore, in each macro process there are individual research studies that support each

phase. These studies are also known as micro-processes. The authors highlight common



30

errors regarding individual research studies. For instance, having a poor research question
or careless study design results in insignificant results. Moreover, many researchers grant
the research methods to dictate the outcomes of the study instead of focusing on the re-
search question. During these micro-processes, data must be collected and analyzed
thoughtfully to maintain intellectual rigor. (Schroiff 2007, 99-122.)

Market research is more than the collection of data. Ultimately, it is about interpreting the
data to draw actionable insights. A valuable deliverable from market research is its ability
to aid companies in challenging the status quo and consider solutions in alternative meth-
ods. Regardless of these valuable insights, some researchers struggle with decision-mak-
ing. This phenomenon, commonly known as decision fright, is about researchers who hes-
itate to make bold choices or recommendations. Nevertheless, researchers have a vital
responsibility to present findings objectively. In essence, data must be assembled clearly to
draw actionable insights. (Schroiff 2007, 99-127.)

Market research is able to enhance decision-making without commanding the outcome. It
iS up to the decision-makers to assess the insights along with strategic goals, competitive
pressures, financial constraints, and ethical considerations. Although data is a vital compo-
nent in decision-making, the outcomes of the data analysis are not set in stone. Judgment,
expertise, and intuition remain crucial, as even the most meticulously conducted study can-

not eliminate uncertainty entirely. (Schroiff 2007, 99-127.)

In conclusion, market research, when conducted carefully, becomes a tool for reducing
risks, driving innovation, and building stronger brands. This systematic approach transforms
market research from a one-time event into a continuous practice. Market research enables
systems to stay competitive and make informative decisions that align with broader objec-
tives. (Schroiff 2007, 99-127.)
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3 Research and Analysis
3.1 Blue Ocean Strategy
3.1.1 Value Innovation

The initial concept of the start-up enterprise was to create an enhanced cinema experience.
It has been extensively documented that since the pandemic, there has been a decrease in
cinema attendance. The cinematic experiences offered in South Karelia have remained
largely unchanged for at least a decade. The experience is staged more functional rather

than emotional. Therefore, cinemas lack unique characters, atmosphere, and aesthetics.

A typical movie theatre experience proceeds as follows. Firstly, the customer arrives at the
theatre approximately 15 minutes prior to the screening. Before arrival, customers purchase
confectionery from a grocery store due to the elevated prices of concessions provided at
the cinema. The tickets and popcorn are purchased from the movie theatre. At times, a
beverage of some kind is bought. Subsequently, the seats are taken, and the film begins.

Customers depart upon the conclusion of the movie.

Historically, movie theatres were considered picture palaces, where individuals sought en-
tertainment beyond merely viewing films. As a result of the industry’s challenges and vicious
competition, theatres must innovate solutions. Key aspects of the innovation are to enhance

and prolong the customer experience.

The enterprise aims to create a unique offering that incorporates elements atypical of tradi-
tional cinemas. The cinema combines a comfortable lounge atmosphere, thematic décor,
cocktails, mocktails, food, and interactive activities such as dinners and board games. The
aim is to differentiate the business from traditional movie theatres by reducing cost and
value innovation. In the research, customer experience will be investigated in detail with the
use of Blue Ocean Strategy frameworks, SWOT analysis, Market Research, The Experi-

ence, and The Four Realms of an Experience.

The target audience initially consisted of a demographic of twenty- to thirty-year-olds. How-
ever, the business appeals to a broader audience, including a demographic of thirty- to fifty-
year-old individuals, couples, and friends. Ultimately, the core demographic of the business

is the customers who seek a distinctive and enjoyable cinematic experience.
3.1.2 Four Actions Framework

The questions for the Four Actions Framework created by Chan Kim and Renée Mauborgne
(2015):
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1. What elements does the industry consider standard that should be removed?

The business eliminates elements that are not valued by customers. The standard of mul-
tiple screening rooms and the regular one-person seats would be removed. The business
focuses on comfort and aesthetics. As a result, the traditional theatre-style seating or —
space is not a priority. The space should be pleasing to the eye, and interior decoration

should be utilized to stage a certain era or timelessness.

The space might not have the usual screening room. However, if it did, there would be only
one room reserved for screening. The aesthetics and comfort are more crucial than the
layout of the room. With the use of interior design, the space would feel like an appealing

living room with couches, footrests, and coffee tables.

2. What aspects should be significantly lowered compared to industry norms?

The business reduces unnecessary costs associated with traditional cinemas. The ticketing
and concessions can be more functional and timelier via a website. The food and beverages
can be prepared for their seats beforehand. Also, the customers can focus better on social-
ization before the movie. Additionally, there is better accessibility for those with disabilities

with these services.

The food, beverages, and tickets will be purchasable from the theater as well, however, the
customers booking the seats and snacks via the website have priority. The website allows
the customer to select the preferred seats, food, and beverages prior to the movie, and they
can prepay in advance. This helps the workload of the workers to be faster and easier. The
automation coming from the website helps the business minimize staffing during slow hours

and reduce lines during rush hours.

As a result of eliminating the traditional space and seating of cinemas, reduce additional
costs of purchasing multiple screens and maintaining them in good condition. Also, the
screen chosen for the space can be of greater quality as there is no need to purchase
multiple screens and other equipment necessary. The screen size will be large in ratio to
the size of the room. With compromises to the screening area, the screen size will stage an

illusion of being bigger than it is.

In the current market, BioVuoksi has a very spacious screening room. However, the screen,
compared to the room, is outdated and too small. On the other hand, Finnkino has a big
screen and large screening room that is up to the industry standard. The new business

venture will not have a screen that will be up to the industry standard or beyond the industry
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norm, but the size of the screen is chosen for the room to stage the illusion of being in

industry norms.

Also, as people are purchasing sweets and snacks from grocery stores, those products are
excluded from the selection. The products will not bring enough sales to the business. Thus,

a more limited number of grocery-level treats are offered.

Lastly, the location of the theatre will not be the most convenient. The worse location ena-
bles more sensible renting overheads. For instance, Finnkino in the IsoKristiina mall is very
convenient in the center of Lappeenranta. Conversely, BioVuoksi is also in an adequate
location, but most people must travel there via car or public transport. Similarly, the new
business will not be in the center of the city, but in a reasonable distance and easy to travel
to. The business is not competing with convenience if the customer wants merely to view
the film, they are going to choose to rent the movie online, purchase it, or utilize streaming

services.

3. What features should be enhanced beyond the typical industry level?

One of the key aspects of the business is comfort. Raising the quality of seating from single-
person seats to sofas will enhance the customer experience. The sofas would be for two to
three individuals, each sofa will have a footrest and adequate table for food and beverages.

There would be seats of approximately thirty to forty customers.

Furthermore, as the grocery store level treats selection is limited and decreased significantly
from the industry standard, greater quality of food and beverages are offered. Foods will be
appetizer — and dessert-like. The cuisine selection could include snacks like nachos, tapas,
and premade candy cups in the menu. The beverage menu would have a selection of cock-
tails, mocktails, sodas, beer, and wine. The elevated prices of cinema concessions seem
more reasonable as the quality of the products is better. Consequently, customers have

greater experience in the cinema as they feel that they have excellent value for their money.

Also, the theatre will expand the variety of movie selections. The selection would range from
new releases to classics and movie marathons. Including various films by season will bring
people to re-experience the movie on a bigger screen, with audio, the audience, more ap-

pealing surroundings, and quality of food and beverages.

For instance, during the fall season, showing Twilight or Harry Potter movies as a movie
marathon is appealing to the target audience. Alternatively, during Halloween, classics such

as Hocus Pocus, Beetlejuice, or Coraline would be suitable options to show at the cinema.
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Moreover, on May 4" also known as Star Wars Day, there could be an organized Star Wars
movie marathon. There are limitless opportunities to create nostalgic movie experiences.
Also, memorabilia from those movies could be offered in merchandise. The key to succeed-
ing in selling the experience is to understand the target demographic’s needs through social
media marketing. Following the trends on social media helps businesses to recognize what
people would like to see, then efficiently advertise it and sell the experience via social me-
dia.

With these so-called “re-releases” or “re-experiences” of these classic movies, a better
viewer engagement and more immersive experience can be organized. Depending on the
movie, customers could dress up, sing, and engage with the movie. A greater immersive

experience balances the passive nature of the cinema experience.

To sell the interactive movie experience, the surroundings of the theater must be immersed
in the theme of the film. Signature drinks are created inspired by the movie, and there are
decorations or photo booths where people can take pictures before the film. Even with the
new releases, the aesthetic of the cinema creates a feeling of affordable luxury. With evolv-
ing customer expectations and preferences, buyers want more products, services, and ex-
periences for as affordable as possible. This business venture is not aiming to be the cheap-

est option nor the most expensive option compared to the competitors.

Lastly, the business possesses lounge qualities beyond the cinema industry norms. Com-
fortable seating, immersive aesthetics, and activities offered are a few of the lounge aspects
in the business model. People can come to socialize at the cinema, have a drink, play board
games, and have snacks. The lounge will be perfect for meeting up with friends and signif-

icant others.
4. What new offerings should be introduced that the industry has not yet provided?

The business would enhance the customer experience by creating events in the cinema

before the movie and by introducing a new ordering system.

Firstly, the new ordering system allows customers to purchase more drinks or food during
the movie, which is brought to their seats. Each table has a menu where customer writes
what they would like to have. Then, the customer presses a button provided on the table,
and staff discretely gets the menu with the order and brings the ordered items to their seats.

After the movie ends, customers pay for their order at the cashier.

The creation of the new ordering system increases accessibility to order food or beverages
during the movie. Often, after the film begins, customers do not want to miss the movie by

going to the toilet or getting something from the shop. The new ordering system enables
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consumers to fully enjoy and immerse themselves during the movie without ever needing
to leave their seats. Also, it would be cost-effective for the business and rather easy for the

customers to adjust to.

Secondly, creating events will attract more traffic to the business. There can be themed
events inspired by the movies. There could be event tickets that would cover the food, sig-
nature welcome drink, activities, and the ticket to see the movies. These tickets would be
sold primarily on the website due to the food offered being buffet style and the preparation

of these dinners is done according to the demand.

The events could differ depending on the theme of the movie. For instance, there could be
a candlelight dinner with live music or charcuterie-style food, wine, and activities. There
could be activities related to decoration, games, arts, and crafts. There are endless possi-
bilities to customize these events, and the target audience can suggest movies from which
events are derived. In creating these events, the business must be alert to trends on social
media to get more visibility and traffic to the business. The marketing of these events plays

a vital role in catching the target demographic’s attention.

By creating these events, people could enjoy the lounge aspects of the cinema, where so-
cialization, aesthetics, music, comfort, food, and beverages would be prioritized. The event
and service with products stage the experience that customers deem worthy of their money
and time. Additionally, these events would prolong the experience. Often, customers want
to meet up with their companions, exchange words, and have something to eat before going
to see amovie. The convenience also increases as customers can spend the whole evening
in one place at a reasonable price. Figure 12 illustrates the ERRC Grid that summarizes the

Four Actions Framework.

Eliminate Raise
e Additional screening rooms e Quality of seating
e Traditional theatre seating and space. ¢ Food & Beverages selection

athons
e Improving customer engagement

e Aesthetics

e A wider range of movie selections, from

new releases to classics and movie mar-
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Lounge qualities
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style treats
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e Staff during slow hours

o Tickets and confectionary through the

screening

rooms, resulting in reduced expenses

in screens and audio

e Smaller selection to none of grocery

e |tis not the most conventional location,

thus having more reasonable rent

Events before the movie

New ordering system: customers order
food and beverages during a movie, are

brought to their seats, and pay later.

Figure 12. The Complete ERRC Grid.

3.1.3 Strategy Canvas

In the Strategy Canvas key competing factors are rated on a Likert type scale. The scale

ranks each factor from one to five, one being the lowest and five the highest. Each factor is

rated basis on offering level in the classified organizations. As shown in Figure 13, the val-

ues presented in the table below are made into a chart. The Strategy Canvas has each

value dotted in the chart and connected them to create value curves.

Key Competing Fac-

Offering level

Offering level of

Offering level of

tors of my com- Finnkino BioVuoksi
any:
pany Rate on 1-5 Likert Rate on 1-5 Likert
Rate on 1-5 Lik- type scale type scale
ert type scale
Price 2,5 1 4
Atmosphere 5 3 2
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Comfortable seating 5 3 1
Movie Selection 5 3 3
Food & Beverage 4 3 2
Merchandise 3 2 2
Visual and audio qual- 4 5 2
ity

Location 2 5 2
Capacity of viewers 2 5 4

Figure 13. Table of Key Competing Factors and Offering Levels.
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Figure 14. The Strategy Canvas on cinemas in the South Karelia region.

The values presented in Figure 14 are based on individual findings and countless personal
discussions on the cinemas in the region of South Karelia. These discussions have been
had with exchange students, the target demographic, individuals belonging to the three tiers
of non-customers and industry professionals. The relaxed setting of these conversations
enables the participants of the discussions to present their perspectives freely. These con-
versations have taken place over a year and a half. The topics of the discussions would

center around the pros and cons of both firms rather than the content shown in the films.
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The strategic canvas compares the offering level of three cinema companies across various
characteristics. The canvas utilizes a Likert scale from one to five, from lowest to highest
scores. This analysis suggests that the business concept of the researcher stands out in
atmosphere, comfort, movie selection, and food and beverages. The results dictate that the
offering level of Finnkino excels in location, the capacity of seats, and visual and audio
quality. However, the price scores the lowest as they are the most expensive compared to
their competitors. Lastly, the analysis provides key insights into the offering levels of
BioVuoksi. BioVuoksi has the best price, and good capacity to hold viewers. Nevertheless,
they scored lowest on average from the complete analysis in terms of all other attributes of
the strategic canvas. Overall, this analysis proposes that the organization concept of the
researcher attracts customers seeking a superior cinema experience with comfortable seat-
ing, whereas BioVuoksi appeals to budget-friendly buyers, and Finnkino draws customers

to their theatres with the best location and visual and audio quality.

3.1.4 Three Tiers of Non-customers

The three tiers of non-customers include customers that occasionally visit, customers that
choose not to attend, and customers who have little to no interaction with cinemas. The
framework identifies and aids to create strategies to attract non-customers to attend cine-

mas. Figure 15 illustrates all three tiers of non-customers.

Tier 1 Tier 3
Current Customer Customer has

market visits little to no
occasionally interaction

Figure 15. lllustration of the Three Tiers of Non-customers.

The first tier of non-customers are individuals who occasionally visit the cinema. They go to
the movie theatre for specific reasons like a highly expected movie release or due to a social

gathering. These occasional customers visit the cinema a few times a year. The reason for
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their non-frequent attendance lies in ticket prices, the prices of food and beverages, incon-
venient showtimes, or lack of appealing content. It can be determined that the customers
do not see value in the offerings of the current market. Therefore, resulting in irregular visits

to the cinema.

Solutions to attract the first tier of noncustomers could lie in creating a greater experience
in the cinema at a reasonable price. Even if the experience would be better than the industry
standard, they are not willing to spend too much. Offering loyalty programs or discounted
prices for students or other niche groups of individuals could also lower the threshold of
visiting more regularly. Themed movie nights could be favorable in terms of appealing con-
tent for the customer. The cinema lounge could focus on creating affordable luxury deemed

worthy by the customer.

On the other hand, the second tier of non-customers includes individuals who choose not
to go to the cinema despite being in the target demographic. They prefer other methods of
entertainment, like streaming services, as they are more affordable and convenient. Also,
some customers despise the crowd, noise, and the seating in the theater. At times, the
second tier of non-customers might just generally lack interest in the content shown at the
theatres. Yet again, these non-customers do not see value in the economic offerings pro-

vided by the organizations.

To embellish the value of the experience in the case of the second tier of non-customers, it
involves superior services like more comfortable seating, smaller or private screening
rooms, or private screening of the film at a reasonable price. Also, capturing the attention
of customers who prefer home entertainment, is reached by collaborating with streaming

services. The collaboration could include exclusive content only shown in the theatres.

Moreover, the third tier of non-customers has little to no interaction with the cinema. This is
because the non-customers have not considered theatres as an option for their entertain-
ment. This tier includes individuals with accessibility challenges, elderly individuals who
might not consider that cinemas accommodate their needs, or niche groups that have very
specific content preferences. The third tier of non-customers do not see value in attendance
in the cinema,; they might have accessibility barriers preventing them from attending, or they

are unfamiliar with what the cinema has to offer.

There are plenty of opportunities to seek when attracting the third tier of non-customers.
Developing targeted outreach strategies, such as specialized screenings or community
events, could bring individuals to visit the theatre. For instance, a community event for sen-
ior citizens could include dinner, socialization, and a black-and-white movie. Also, improv-

ing accessibility brings more customers to the business. There is a lack of inclusive cinema
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experiences and environments for all. The new ordering system, preordering tickets, foods,
and drinks to customers’ seats, increase inclusivity. The layout of the room and the paths
of travel should be accessible and should be considered in the interior design of the space.
The service delivered by the staff should be smooth and delivered with competence. Each

customer and their needs must be met to deliver a positive experience.

By customizing diverse strategies for each tier of non-customer, cinemas can expand their
target audience. With the three tiers of the non-customers framework, businesses can also
improve customer loyalty and increase revenue by transforming non-customers into regular
moviegoers. Although it would be ideal to get the regular moviegoers to visit more frequently
than they do currently, having the non-customers to attend cinemas would be equally ideal.
To have more people utilize the services a few times a year brings more revenue than not

having the non-customers attend at all.
3.1.5 Six Paths Framework

The first path of the Six Paths framework is about observing across various industries. Tour-
ism and hospitality industries are investigated as a part of the first path. The cinema busi-
ness will combine attributes of hotels, restaurants, bars, and lounges. First and foremost,
the lounge atmosphere is crucial in staging the cinema experience. The lounge atmosphere
would be derived from comfortable seating, ambiance, and mood lighting that would create
a relaxed environment. The lounge characteristics of the cinema would ensure the right

environment for socialization.

Moreover, inspired by restaurants and bars, the quality of food will be prioritized rather than
the amount of food. All the dishes and beverages offered should be of good quality and
include customization opportunities. During themed events, customized drinks or cuisine
inspired by the movie are of paramount importance to get an enhanced experience. Beyond
merely viewing films, live entertainment, and events are organized similarly to bars. For
instance, the yearly Eurovision Song Contest could be shown in the cinema to create a
sense of community whilst watching the event in real-time. With the aspect of having a
bigger audience, there is a greater feeling of being part of the Eurovision Song Contest

rather than watching it at home alone.

Also, many hotels and restaurants improve their customer loyalty by organizing a member-
ship or loyalty program. Similarly, the cinema could do a loyalty program with discounts. For
instance, if they had gone to a hypothetical number of times to movies within the month,
they could get one ticket, beverage, or snack for free. Loyalty programs could get a news-

letter each month for upcoming events and have the possibility to book seats before regular
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customers. Since the cinema would have a limited number of seats, having priority, like

boarding an airplane, would be beneficial for the customer.

The second path of the framework involves visually investigating strategic groups within the
industry. Movie theatres often attract masses of customers. However, these masses can be
separated into segments like luxury, budget- or family-friendly cinemas. The plan of the
business is to merge two of the segments to create a new segment, affordable luxury. It is
not yet present on the market, and customers would not have to choose between affordable
or luxurious. Affordable luxury is going to reach the customer base of both luxury — and

affordable movie theaters.

The third path, on the contrary, guides businesses to look at different groups of buyers.
Although movie theatres are targeting individuals as their customers, there is untapped
market potential in business-to-business sales. With the themed events and socialization
aspects of the cinema lounge, there could be helpful team-building events. These team-
building events can be customized to the needs and preferences of the business customer.

By implementing corporate partnerships, there is another possibility to create revenue.

The fourth path investigates complementary products and service offerings. This path con-
siders what the customers do before, during, and after the movie. By enhancing the movie-
going experience, the business can offer products and services before and after the actual
movie. The most natural extension of the theatre experience is before the movie. Most cus-
tomers want to eat, have a drink, and socialize before seeing the film. Before the film, the
bar is open, and customers can order drinks and food, play card and board games, or par-

ticipate in a themed event.

The fifth path re-evaluates the emotional and functional appeal to buyers. The business
plans to make the ordering more functional and the experience itself more emotional. The
ordering is done primarily through a website, where tickets, food, and beverages can be
ordered right to the seat of the customer. With the ability to order during the movie, the
customers can immerse themselves in the experience. The emotional appeal and value
increase with the introduction of the events. Themed events enable customers to re-expe-
rience certain films on a big screen alongside great atmosphere, food, beverages, and ac-
tivities. The experience is more special than a regular movie night at home or an outing to

view the film in theatres.

The sixth and final path of the framework is about looking at the trends of the future. There
are certain trends that shape evolving consumer preferences, technological advancements,
and societal shifts by leveraging the popularity of streaming services by hosting exclusive

premiers of films from the platforms. For instance, Netflix original films could be premiering
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at the cinema. Another opportunity to collaborate with streaming services would be by of-
fering customers short-term access to streaming service exclusive series. The streaming
services would benefit from the collaboration as many people are watching their content
only in one account rather than everyone getting the subscription. With the collaboration,

they would get a margin on each ticket.

3.1.6 Buyer Utility Map

Purchase | Delivery Use Supple- Mainte- Disposal

ments nance

Customer

Productivity

Simplicity X X X @]

Convenience 0] X O @)

Risk Reduction

Fun and Image @) O

Environmental X X

Friendliness

Figure 16. The Buyer Utility Map. X represents the current industry focus, while O signifies

Blue Ocean offering.

The Buyer Utility Map consists of the Buyer Experiment Cycle (BEC) and Utility Levers. In
Figure 16, the X represents the current industry focus, and O signifies the Blue Ocean of-
fering. BEC stages of the cinema lounge go followingly. Firstly, the customer purchases the
tickets and movie snacks from the website or at the counter. Secondly, the delivery of the
experience refers to arriving at the cinema, finding parking, and locating the theatre. Thirdly,
the use section in the context means the experience that the customer is getting. Supple-
ments naturally signify the food, beverages, merchandise, and activities offered by the busi-
ness. Maintenance, on the contrary, involves the ongoing aspects of service quality, such
as customer service, cleanliness, and facility maintenance. Lastly, there is the disposal,

which includes how the customers finish the experience.

Similarly, there are six Utility Levers of moviegoing experience. Customer productivity is

about the easiness and effectiveness of the offered experience. Simplicity, on the other
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hand, signifies the straightforwardness and the required level of understanding. Conven-
ience investigates convenience for the user, whereas risk reduction considers whether any
risks are minimized. Fun and Image portrays the enjoyability of the offered experience. En-

vironmental friendliness is the last factor of the Utility levers.

Key findings regarding the Blue Ocean Offering are the clear themes of not only conven-
ience, but also fun and image. The first stage of the experience is the purchase, which is
intended to be as convenient as possible. There are multiple purchasing options, such as
counter and website. The fact that concessions can be ordered already to the seats on the
website, makes the purchase section more conventional rather than simple. The delivery
and arrival of the guest won’t be the most conventional but more aesthetic with the lobby
filled with luxurious and relaxed ambiance. Therefore, the delivery is more connected to fun
and image lever. The entrance and the exit will be marked in a simple manner but in a style

that is coherent with the rest of the cinema.

The experience is a combination of convenience and fun and image. Enjoyability is guaran-
teed with the superior quality of seating, visual and audio. Experience has priority compared
to the other stages of the Buyer Experience Cycle. The supplementary is also connected to
the enjoyability of the experience, where food and beverages are inspired by the movies.
The maintenance of customer service, cleanliness, and facility maintenance will be system-
atic for the business and convenient for the customer. All places should always be sanitary,
facilities should be safe for the staff and the customers, and the customer experience should
always be individualized for each customer. Every customer should be made to feel com-
fortable to ask help, guidance, and questions, and the staff will aid and serve the customer

to their best knowledge.

Lastly, the disposal of the experience is done in a convenient manner. Before exiting, the
customer can pay for their order, buy merchandise, or buy more concessions and have a
discussion after the movie is shown. Within the opening hours, there is no singular way to
proceed with the experience. The customer can spend time at the cinema lounge prior to
the movie, they might just want to see the movie and leave immediately, or they might want
to stay after the movie for drinks. Each customer gets to customize their experience for their
schedule, preferences and needs. Since the exit is the same door as the entrance, the

customer is familiar with it, and the exit is carried out conveniently.

The current industry focus differs within the industry. In the region of South Karelia, the
focus within the industry between the competition is almost opposite from one another.
However, there were few similarities within the industry. For instance, the purchasing of

tickets and concessions is carried out in a simple manner, either online or counter.
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The location of the movie theatres is found straightforwardly. The Finnkino is located within
a mall with expensive but convenient parking spaces. The BioVuoksi, on the other hand,
also has a clear location and is, to some extent, convenient for the locals. The experience

is functional as it is carried out exactly by the book in both locations.

The maintenance is done quite differently in Finnkino compared to BioVuoksi. Finnkino has
a newer building, and the maintenance work is quite straightforward. Although BioVuoksi
has an older building, which needs substantial renovation, their efforts are quite poor and
simple. Both methods can be characterized as simple when their respective differences are

put aside.

Lastly, the industry clearly focuses on environmental friendliness when the customers leave,
as there are plenty of trash cans at the exit. The exit is clearly located, and after the end
credits begin, the experience ends immediately. Each customer is responsible for recycling

their trash before exiting.
3.1.7 Sequence of Creating a Blue Ocean

The sequence of creating a blue ocean framework will not currently bring value to the thesis
as the concept has not yet been finished. The exact price of the experience must be set to
see whether the product is affordable for the customer. Also, the costs need to be calculated
in order to see whether the experience brings revenue to the business. Even though the
buyer utility has been determined, it is not enough to test whether the concept will create a
viable blue ocean venture. More exact numbers must be laid out to consider all four aspects

of the sequence of creating a blue ocean.

Furthermore, the financial aspect has been justified in the limitations of the research chapter
of the thesis. The thesis will address financial issues later after the conclusion of the concept
has been made. However, it won’t be accurate enough to test and guarantee a viable blue
ocean. The sequence of creating a blue ocean is a crucial tool to be utilized in future re-

search before the launch of the business.
3.2 SWOT Analysis
3.2.1 Strengths

The uniqueness of the concept. The blend of characteristics like comfort, socialization, and
aesthetics differentiates the business from the market. The concept is built around the
theme of affordable luxury that reflects the greater quality of services, products, and expe-

riences.
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Business enhances customer experience within a reasonable purchase point for the cus-
tomer. The greater experience is carried out through superior seating, greater quality of
food and beverages, and the lounge attributes stage. Also, a new ordering system and

events are introduced to increase value, convenience, and accessibility for the customers.

Businesses have strategies to attract a variety of customers. The business looks across the
strategic — and buyer groups and develops strategies to attract non-customers. For in-
stance, by creating an affordable luxury customer segment, consumers do not need to
choose from the great quality of Finnkino and the affordability of BioVuoksi. Also, with event
offerings, the cinema can target corporate customers and community events for senior citi-
zens. The target customer segment is all the people who want a distinctive and enjoyable

movie experience at a reasonable price.

There is value added from the perspective of the customer by introducing not only themed
events, but also live entertainment. The business has looked from the perspective of the
buyer on what makes the experience even better. By including events and live entertain-
ment, the experience is longer, it is more convenient for the customer, and the bonus of
greater movie selection improves customer engagement. By showing movie marathons and
classics and having events inspired by them, customers can interact with the movie, dress
up, and build a sense of community with the rest of the audience. Similar to events, live

entertainment brings a new dimension of customer interaction to the cinema lounge.

The flexibility of the space is not restricted to industry norms. There is a possibility to multi-
use the spaces, which adds versatility for the organization of various events and activities.

The versatility of the space increases its utility rate and profitability.

The ease of use of the website improves functionality. The greater convenience is guaran-
teed with the option to get concessions waiting for the seats of the customer. Tickets and
concessions are sold at the counter as well since consumer preferences depend on the
individual. Utilization of the website allows the business to be more environmentally con-

scious, manage preorders, and prepare for incoming events.

Cost-effectiveness is taken well into consideration to make the business profitable. For in-
stance, factors like reducing staff during slow hours, automating most of the ticketing and
concessions through the website, cheap rent that is derived from the worse location, and
focusing on the quality of the services and products rather than quantity, improve cost effi-
ciency. Also, having a single screening room is more cost-effective than having multiple
screening rooms, as they are expensive to maintain over time. The business eliminates and

reduces aspects of the experience that are perceived to be less significant by the customer.
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3.2.2 Weaknesses

On the contrary, limited capacity is a weakness in the business plan. Having a small capac-
ity of seats limits the revenue potential and the ability to manage large masses of customers

simultaneously.

The location of the business makes the arrival of the customer more difficult. Parking spaces
are provided, and there are public transportation opportunities nearby, however, it won’t be
conventional to accidentally stumble on the theatre. As a result, there is a greater signifi-
cance in marketing to reach the target demographic. If the marketing of the experience fails,

the business won'’t make enough profit.

A new business venture has its own challenges and weaknesses. The brand or customer
base is yet to be established, which may result in competition between the new business

and the already-established operators.
3.2.3 Opportunities

There is a growing demand for unique experiences. Consumers are increasingly looking for

unigue experiences that offer an opportunity to grow the company’s customer base.

The company can take advantage of the popularity of the streaming service by establishing
a strategic partnership. By offering exclusive premiers or other collaborative content, the

customers of streaming services can be drawn to attend cinema.

The growth of tourism in South Karelia brings collaboration opportunities with local tourism
and hospitality organizations. In the partnership, each participant in the collaboration would
recommend the services of one another to the customers to cross promote one another. As
a result, the cinema lounge would attract tourists, and the tourism and hospitality organiza-

tion would draw locals to use their services.

Social media marketing is used effectively to grasp a target audience’s attention. Cross-
promotion on various social media platforms ensures even better visibility and slowly the
business can create brand awareness. Moreover, there are collaboration opportunities with
social media influencers where they could come to promote or review the cinema lounge in

exchange for a free experience and concessions for x number of individuals.
3.2.4 Threats

There are a few potential threats that the business may face. Firstly, the competition is high

within the industry, and the established operators have a strong market position. It might be
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harder to gain customers at first, as many might be loyal to their favorite companies due to
personal reasons. Secondly, the popularity of streaming services will continue to affect the
cinema industry even if collaborations are made. Thirdly, the current economic downturn
affects the spending behavior of customers and reduces their willingness to spend money
on entertainment. The economic downturn is in favor of streaming services as customers
choose affordable and convenient options for entertainment. Many customers do not have

the money to spend on entertainment at all.

Another threat that the business faces is the paramount importance of customer experience.
The success of the company lies in the ability of the staff to provide excellent customer
service and manage versatile events. If the staff is incompetent, the business is in threat.
Lastly, the constantly changing trends oppose the threat if the businesses are not able to
adapt their offerings accordingly. To succeed with the events, the business must be vigilant

of the ongoing trends that happen globally to have the best effects with marketing.
3.3 Customer Experience
3.3.1 Four Realms of Experience

Entertainment is a quintessential element in the cinema lounge. Customers come to the
theatre primarily to enjoy the movie and spend a relaxing time. To ensure a good level of
entertainment, the quality of audio and visuals must be high, and the movie selection must
be versatile. Themed movie nights based on classics increase the experientiality and attract

non-customers who would not normally attend.

Although educational aspects are not the primary goal of the cinema, they can be integrated
into the experience. For instance, during these themed movie events, a short introduction
can be made about the historical time it takes place or short presentations about the ma-
kings of the film. On the other hand, to increase customer participation, there could be or-
ganized playful trivial, where the guests could learn something regarding the film. A prize
for the winner would be a small incentive or concession. This would increase the knowledge

base of the customers and deepen their appreciation of the film.

The strength of the cinema lounge concept is its unique aesthetic and atmosphere. Both
attributes differentiate the business from traditional movie theatres. Comfortable sofas, at-
mospheric lighting, and stylish interior décor create a comfortable and luxurious environ-
ment. The customers can enjoy the aesthetics of the cinema before, during, and after the

experience.
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Furthermore, the films themselves offer an escapist experience that takes the viewer to
other worlds. The cinema lounge can strengthen this experience by investing in themes and
creating an atmosphere. For instance, themed food and drinks related to a specific film or

genre can help customers to immerse themselves in the world of the film more deeply.
3.3.2 Experience Triangle

Firstly, the various product’s elements are discussed. Afterwards, the experience of the

customer is further elaborated on.

Individual customization opportunities are presented at the cinema. The movie theatre
should offer unique experiences that customers cannot find elsewhere. Individuality can be
added by offering the customers an ability to tailor their experiences to their preferences.
For instance, customers can select their seats, food, drinks in advance through the website.
However, adding customization can increase costs. Thus, it's important to find a balance

between individuality and profitability.

The atmosphere and the economic offerings of the theater should be authentic, and believ-
able. The concept can draw inspiration from the culture and the history of the South Karelia
region to create unique and local identity. For instance, there could be an event where Ka-
relians would be celebrated. There could be collaboration with locals who will make authen-
tic Karelian pies and Karelian roast with mashed potatoes. The film shown could be the
Unknown Soldier or a documentary of some sort. The event could be organized close to
Finnish Independence Day. Nevertheless, it is crucial to remember that the inspiration
should always be respectful towards the locals. Ultimately, customers define what is au-

thentic to them.

The story of the cinema lounge should be believable and engaging. It should connect with
different elements together and give customers a justification to experience the product.
The story can tell about the history of the movie theatre, its unique concept or the meaning
of the experience it offers. Naturally, as it's a new business venture, there yet is not a history
to be told. Nevertheless, the meaning behind the experiences and the distinctive attributes
of the concept will be a core part of the story. Although, the story is mostly conveyed in
marketing to draw people to attend the cinema. However, the story will be coherent and

believable in the experience itself.

The concept should utilize all the senses to create an unforgettable experience. In addition
to the cozy atmosphere, it is also vital to pay attention to the soundscape, lights, and scents.
For instance, in connection with themed evenings, the business can use scents and sounds

appropriate to the theme to enhance the experience.
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The experience offered in the cinema should offer the customer a contrast from everyday
life. There should be opportunities to experience something new and different. The unique
atmosphere, high-quality economic offerings, experimental events create contrast to day-
to-day routines. However, it's important to consider the nationality and culture of the cus-

tomers so that the contrast won'’t be too great.

The business concept should offer customers opportunities to interact with staff and with
one another. The sense of community can be strengthened from joint activities before or
after the film. In addition to the themed events before the film, there could be opportunities

to have discussions about the movies after the film has ended.

The experience of the customer has five categories: motivation, physical -, intellectual -,
emotional -, and mental level. The motivation of the customer begins before entering the
cinema. The interest of the customer must be piqued with marketing that emphasizes the

unigue elements of the entire experience.

Secondly, on a physical level the customer experiences the environment through their
senses. The colors, the textures, the combinations of materials make a difference to the
atmosphere. The environment should be pleasing to the eye of the customer. During the
film, there must be high quality picture and sound, but also seats. To fully immerse in the
experience, the seats should be supportive on the back of the customer, and the material
of seats should be pleasant. A place to put down concessions and a footrest for the legs
must be provided. If these factors are not offered, they will affect the enjoyability of the

experience. Scents can be introduced within limits as many people are sensitive to scents.

In addition to watching the film, there should be opportunities for the customer to learn
something new. Enhancing the experience intellectually could be organized through playful
trivial, short presentation of the subject, or there could be self-reflection exercises offered
which help the customer to learn something new about themselves. These activities can be

organized before or after the screening of the film.

Films are made to connect with the customer on an emotional level. The concept aims to
evoke positive emotions in customers like joy, relaxation, and a sense of community. How-
ever, it is impossible to predict or control the emotional reaction of the customer. Therefore,
the staff must be prepared to comfort customers or get help when needed. Cinema is meant

to be a safe place for all and there is a place for all emotions in the experience.

A powerful emotional experience can lead to a personal transformation that alters the way
that the customer thinks. For instance, a sense of community experienced at the theatre

can inspire customers to participate in more social activities. Conversely, in extreme cases,
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when an experience provides eye-opening message and self-reflection. The experience

can alter the way they view the whole world.
3.4 Market research

The research consists of a focus group interview. The aim of the research is to deepen
understanding of the needs and preferences of the target group regarding the cinema ex-
perience. In addition to understanding the perspectives of customers on current operators,
the research pretests whether the business concept is viable. The focus group had 7 indi-
viduals who present the target demographic and first tier of non-customers in the thesis.
They are 20-65-year-olds.

The market research has open-ended questions. The interview focuses on these questions
so that the attendants can freely share their opinions and experiences. The interviewer
guides the conversation slightly, just enough to cover all topics. The interviewer is con-
ducted in Finnish, and in a relaxed and informal environment so that the participants feel
comfortable discussing the topics freely. The interview questions and results will be trans-

lated to English for the thesis.
3.4.1 Interview Questions

The interview questions are surrounded by three themes: the current cinema experiences,

cinema lounge concept, and themes and events.
The current cinema experiences:
1. How often do you attend cinemas?
2. What is your opinion on current movie theatres?
3. What things should be improved?
The concept of Cinema Lounge:
1. What thoughts does a cinema with a lounge atmosphere evoke?
2. What qualities would you value in such a place?

3. What would be a comfortable price point you would be willing to pay for a greater

cinema experience?
Themes and Events:

1. What kind of movies you would like to see?
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2. Would you be interested in themed events which are inspired by films shown in the-

atres?

3. What activities would you like to see in connection with the film screenings?

3.4.2 Results

The current cinema experience:

The interview with the focus group suggested that most of the individuals attend cinema
one or two times per year. Two of the participants have not gone to the movie theatre for a

decade. From the two, one participant would like to attend the cinema in the future.

The second question gathered a variety of perspectives. For instance, some of the partici-
pants appreciated the nostalgia and the old building of BioVuoksi. The participants liked
that the cinema was not in a brand-new building, since they think that the facilities of Finn-
kino lack a certain characteristic. Other participants liked that the cinemas bring something
different from day-to-day life experiences, and also that the snacks are delicious. Regarding
the atmosphere all participants agreed that the cinema should feel homely, relaxed, and
more comfortable overall. There was one contradicting opinion in terms of audio of the the-
atre. One participant states that the volume is too loud in the cinemas, whereas another

participant thought that it was not loud enough.

The third question investigated on what should be improved in current theatres. Five of the
seven participants wanted better seating. Other participants brought up the general prices
that could be more aligned with the offered experience. Nowadays the prices of tickets are
too high for them compared to the mediocre viewing of a film. Also, there was some discus-
sion about the cinema etiquette that if someone is late, they should not be let in as it creates
greater disturbance. Lastly factors like serving alcohol and bringing some blankets to the

seats would sound ideal to some patrticipants.
The concept of cinema lounge:

After explaining the preliminary concept of the cinema lounge, there were diverse thoughts.
Six of the seven participants were interested in the concept, they deemed the idea worthy
of their time and money. One participant thought that the concept sounds heavenly, but
there was one individual who didn’t like it at all. The participant thought that if the cinema
offered better food and drinks, it would be like a bar or restaurant, not a movie theatre.
Another participant argued that usually they go to the theatre only to see the film, but they

would not be against the idea of having food or drinks offered.
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The participants brought up qualities that they would appreciate in this specific cinema
lounge or in new cinema overall. Firstly, most participants agreed that they would appreciate
quality seating and a relaxed atmosphere. The atmosphere should be peaceful, but not look
like an institution and the lighting should be atmospheric. Secondly, some individuals
brought up good food, but drinks would be of secondary importance to them. Also, there
should be high-quality audio, and the size of the screen should be big according to one
participant. Thirdly, the participants would appreciate strategic partnerships especially with
locals. Lastly, for a new theatre overall one customer would be interested in 3D and 5D

experiences since those are not popular in this province.

The participants had clear perspectives on the pricing of the experience. A few individuals
would like to have competitive pricing like in BioVuoksi. They are not willing to pay for a
movie with high ticket prices. Most people agreed that when the unique characteristics of
the cinema lounge were considered, they would be willing to pay a little more than the in-
dustry standard. One participant argued that the price should be equal to the current indus-

try standards.
Themes and events:

Regarding themes and events, the first question found insights into what people would like
to see in the movie theatres. All the participants would like to see new movies and classics.
Genres like Sci-fi and Action were mentioned as favorites of some. Four of the seven indi-
viduals separately added that they would be interested to see movie marathon type of
events. According to the participants the events should investigate and take into consider-
ation the wishes of the customers, there should be film festivals for all ages (except chil-
dren), and there should be films that are not traditionally shown at theatres. For instance,
there could be collaboration with young adult filmmakers who cannot afford to get their films

to the big screens.

All the participants were interested in participating in the themed events. Even the individual
who was against the concept was intrigued by the themed events. Participants agreed that
the theme must be comprehensively organized, visually, with music and activities. One in-
dividual emphasized that the theme must be seen outside the movie itself to make a differ-

ence between viewing a film and experiencing it.
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Lastly, Figure 17 presents all the activity ideas that the participants came up with. The mar-
ket research brought up creative ideas for the activities that the participants would be inter-
ested in. Perhaps all the suggestions cannot be fulfilled. Nevertheless, there were some

ideas that could be achieved and included in the cinema lounge.

A variety of games Ads

Have a drink
beforehand

Have a beer after

Stand-up

Play card - or board games

After a zombie themed movie, |
would like to have nerf war with
adults (2)

thing|too |
acitiveJ

What activities would you like to see in L
connection with the film screenings? :

No karaoke,
but some live
music such as
bands

Relaxing
activities

The series \
F.R.LE.N.D.S.
themed event

Figure 17. All the activities brought up in the Market Research.
3.5 Outcomes of Research and Analysis
3.5.1 Executive Summary

The aim of the business is to create a new and attractive entertainment destination in the
South Karelia region. The cinema lounge stands out from competition by offering customers
a more experimental and customized movie experience. The theme in the business concept
is to create affordable luxury. The target audience is primarily 20 to 50-year-old individuals
who are looking for a different and pleasant film experience at a reasonable price. The
concept is excellent for couples, groups of friends, and corporate recreation. The business
is an entirely new venture, and therefore, small. It focuses on providing individualized and

excellent customer service and creating unique experiences. The competence and ability
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of the personnel to provide high-quality service are of paramount importance to the com-

pany’s success.

There are unique features highlighted in the business concept. The first enhanced attribute
of the business is the cozy lounge atmosphere. The facilities are stylishly and comfortably
furnished. There are opportunities to relax and socialize before and after the movie in these
facilities. To create a luxurious atmosphere, comfortable sofas, atmospheric lighting and
fashionable interior decorations are chosen for the space. Secondly, the cinema lounge
offers especially chosen high quality food and beverages. These include cocktails, mock-
tails, snacks, and special dishes inspired by the films. The selection of these concessions
is limited as the business rather focuses on delivering quality compared to quantity.

Thirdly, there is a greater movie selection of new releases classics, and movie marathons.
The selection includes something for everyone. The business organizes various themed
events. These themed events are inspired by the films or genres shown in the theatre. The
events offer opportunities for the customers to re-experience their favorite classics, learn
something new, socialize, use all their senses, and engage with the films in more detail.
There are endless opportunities to organize these events from authentic Karelian experi-
ences, movie marathons of beloved films, live events, to corporate team-building events.
These events bring opportunities to collaborate with locals, social media influencers,

streaming services, and tourism and hospitality organizations.

Furthermore, convenience is approached differently in the cinema compared to streaming
services. There is a useful website where customers can book their tickets and order their
concessions right on their places. During the movie, customers can order more food or
drinks with the new ordering system. All they need to do is choose the product on the menu,
press a button, and the staff discreetly brings the order to their seats. The customer will be
able to pay for their order after the movie. Also, every customer can customize their movie
experience. They can participate in an event, have a drink before or after the movie, freely
socialize, play card - or board games, and have snacks. As a result, the approach increases
smoothness of the experience and reduces waiting times. These thought-out services ena-

ble individuality in experiences, where they are not restricted to a certain timetable.

The strengths of the business concept include uniqueness, experientiality, versatility, and
cost efficiency. The cinema lounge is one of a kind concept in South Karelia and it offers
something brand new to the market. Also, the business offers customers exhilarating, un-
forgettable, and individual experiences. Thirdly, the concept is versatile as it is suitable for
many customer groups, and it can be used in a variety of ways. Lastly, the concept of the

cinema lounge has closely examined its cost effectiveness in order to make it profitable.
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The challenges associated with the business concept. Firstly, the cinema industry is com-
petitive, and established operators have a strong market position. Secondly, the popularity
of streaming services continues to grow, which may reduce demand for cinemas. Thirdly,
the location of the theater is unconventional, which may make it difficult for customers to

find the cinema lounge.

According to the market research, the target audience and non-customers appreciate a
cozy atmosphere, high-quality seats, good food and drinks, and versatility in the film expe-
riences. Customers are willing to pay a little more for unique and immersive cinema expe-
rience. Themed events and interactive activities arouse the interest in the focus group. The
cinema lounge can use the market research results to improve the concept and it's market-

ing even further.

The company is in the early stages and needs funding to start its operations. Financing
options include public subsidies, loans, partners, the state, municipality, or other public en-

tities’ funding, as well as capital investment (Kangas 2019, 30-39).
3.5.2 Implementation

The implementation section covers a preliminary schedule of actionable plans required to
establish the business and launch it in the future. Figure 18 presents the timetable, where

the actionable objectives are divided by month from January 2025 to December 2025.

Figure 18. Preliminary timetable to establish the business.

x.1.2025 Finding a business partner. Introducing the concept, and dividing respon-

sibilities.
Rewriting and editing Business Plan:

o Key Stakeholders, legislative issues, updating financial projec-

tions.

e Second Market Research with larger focus group, risk manage-

ment plan, improved marketing plan

e Sequence of Creating Blue Ocean, branding, and logos.

X.2.2025 Acquiring funding and negotiate strategic partnerships.
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x.3.2025 Finding suitable facilities considering size, location, and rent. Negotiate
a lease agreement and making sure that the space can be renovated to
the company’s needs.

X.4.2025 Space design and furnishing. Plan the layout of the facilities, make sure
its barrier free, and comfortable. Choose interior design elements that
create the lounge atmosphere and supports the company’s brand.

x.5.2025 Renovating all that is necessary, such as flooring, painting, and other
operational renovations.

X.6.2025 Purchase high-quality AV equipment and ensure that the quality of visu-
als and sounds are excellent.

Buy furniture and interior decor:
e Sofas, other seats, side tables, posters, artwork, rugs, greenery
e Lighting, concession stand, and its equipment, shelving, storage
units.

X.7.2025 Creating the website and testing the functionality of the website. Setting
up social medias, such as TikTok, Instagram, Facebook, and Twitter/X.

X.8.2025 If needed, recruit competent and customer service-oriented staff. Train
staff about the concept, services, product, and experiences of the busi-
ness.

X.9.2025 Plan opening event and implement the marketing plan.

x.10.2025 Officially open the cinema lounge and start selling services, products,
and experiences. Regularly plan and organize themed events

x.11.2025 Follow up on customer feedback by creating questionnaires and trying to
get feedback straight from the customer. Analyze feedback.

x.12.2025 Develop and adjust economic offerings when needed to guarantee that

the company remains competitive.
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3.5.3 Unique Selling Proposition

The problem that many cinemas face currently is with decreased number of customers
since the pandemic. This is due to the various challenges that the movie theatres face, but
also because the cinema experience has remained largely unchanged for the past decade.
The current movie theatres have become more functional rather than emotional experi-
ences. Therefore, the streaming services saw an opportunity on even greater functionality
with a lower price. Now more than ever, customers are looking for distinctive and pleasant
cinema experiences where they feel they are getting their money’s worth. As a solution, the
cinema lounge provides unique and exhilarating cinema experiences that combines a cozy
lounge atmosphere, themed events, high-quality food and beverages, and interactive activ-
ities.

Target demographic is mainly 20-50-year-old individuals who are looking for a different and
enjoyable movie experience at a reasonable price. The economic offering of the business
is ideal to groups of friends, couples, and corporate recreation. According to market re-
search, customers would appreciate the atmosphere, high-quality seats, and versatile

movie experiences.

There are seven attractive features of the cinema lounge business concept. Firstly, the cozy
lounge atmosphere with stylishly and comfortably furnished facilities aid customers to relax
and socialize. Secondly, the theatre offers a selection of high-quality food and beverages
inspired by the movies. Thirdly, the film selection is versatile combining both new releases,

movie series, and classics.

Fourthly, the cinema lounge organizes themed events inspired by movies and genres. They
offer customers opportunities to re-experience beloved classics, learn new things, socialize
and immerse themselves to the world of films more deeply. Moreover, the handy website
brings convenience to purchasing both tickets and concessions right to seats of the cus-
tomers. Also, with the new ordering system, viewers can order more food and beverages
right to their seats by pressing a button. Lastly, the customers can individualize their expe-
rience to their needs and preferences. They can participate on the events, enjoy a drinks
and snacks before or after the movie, socialize freely, and play card — or boardgames for

free.

The cinema lounge concept differs from its competitors with diverse attributes. For instance,
the business offers a combination of cozy lounge atmosphere and high-quality services.

Also, the concept of the business concentrates on experientiality and improving customer
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experience. The company offers versatile themed events and interactive activities. The eco-
nomic offerings of the cinema lounge provide affordable luxury. Also, there is greater con-
venience when coming to ordering more concessions during the film with the new ordering
system. Based on the market research, customers would be interested in attending such

services.

Although the concept could be viable, there are definite challenges with it. The cinema pri-
oritizes customer experience rather than the traditionality of cinema facilities. As a result,
limited capacity can limit income potential. Another weakness of the concept regards the
location of the cinema lounge. The unconventional location can incommode customers to
find the facilities of the business. Also, as a new business venture, it takes time and re-
sources to build customer base and brand awareness. Ultimately, the competence of the
personnel is of utmost importance for providing excellent customer service. If the staff is

incompetent in staging these events and services, the entire experience can be ruined.
3.5.4 Marketing Plan

The marketing plan is rooted in the marketing mix. In it, the four Ps of marketing are product,
place, price, and promotion. These are four fundamental determinants in marketing an eco-
nomic offering. The framework was invented in 1950s, and since its introduction, it has been
widely utilized. (Twin, 2024.)

Product:

The product of the business is a distinct and immersive cinema experience. Customers do
not come to merely view the film, but to enjoy the entire evening in a comfortable environ-

ment, with high-quality food and beverages and to participate in themed events.

The marketing plan must consider the needs and preferences of the target audience. The
demographic audience is 20-50-year-old individuals who are looking for unique movie ex-
periences at an affordable price. The marketing communication must be targeted at this

specific audience.

It is important to highlight the features that differentiate the business from its competitors.
These are described in detail in the Unique Selling Proposition section. A few diverse at-
tributes that the business possesses include cozy lounge atmosphere, diverse film offer-

ings, and themed events.

Place:
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The location will be to some extent unconventional as the theatre won't be in a city center.
Nevertheless, the location needs to be made known among the customers and guaranteed

to be easily accessible.

Conversely, the environment of the cinema lounge is fundamental to the overall experience.
Marketing communications must convey this atmosphere to its customers. The atmosphere
and physical aesthetics of a place draws people in. Ultimately, when people’s attention is

captured, they are interested in visiting and becoming potential customers.

Furthermore, the distribution must work smoothly to ensure positive customer experiences.
The sales of tickets and concessions online and on-site need to be up to date to guarantee
available resources. The marketing plan must take into consideration both channels of dis-

tribution and ensure their seamless cooperation.
Price:

The cinema lounge aims to provide affordable luxury. The business should have a compet-
itive price to attract customers. Considering the current economic situation globally, most
people do not have dime to spend on luxuries like entertainment. Although the pricing must
be reasonable, the price should be aligned with the quality and experientiality of the expe-
riences. The prices should be high enough to cover expenses and still have a healthy con-
tribution margin. The marketing strategy should define a pricing strategy. The business
should consider various price points. Different price points can be given to various customer

segments like students or the pensioners.
Promotion:

Marketing communication must be targeted to the demographic audience with clear mes-
sage of unique features of cinema lounge. The promotion can use a variety of marketing
channels. For instance, social media is an effective channel to reach the attention of the
target audience. Other possible marketing channels are local newspapers, radio, and out-

door advertising.

Partnerships are useful mediums to market the offering of the business. There are plenty of
cooperation possibilities, such as tourism and hospitality organizations, influencers, locals,

and streaming services. These collaborations increase visibility of the cinema lounge.
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3.5.5 Financial Projections

The business uses contribution margin pricing to determine the selling price of the tickets.
The selling price of the experience is based on its contribution margin. Moreover, contribu-
tion margin is the quantity of money accessible to address fixed costs and contribute profit

after deduction of variable costs from total sales revenues. (The Investopedia Team 2024.)

Variable expenses are costs that vary from direct proportion to the extent of products or
services manufactured and sold. Variable costs include raw materials, direct labor, and var-
iable overheads. Conversely, fixed expenses remain unchanged regardless of the quantity
of goods or services sold and produced. Contribution margin plays a crucial role in pricing
decisions. A higher contribution margin conveys that a greater portion of every transaction
assist in addressing the fixed expenses and generates profit. Businesses can choose prices
by evaluating the contribution margin to guarantee that it covers all the expenses while
achieving the desired profit margin. Overall, contribution margin emphasizes the impacts of

product pricing on a company’s financial health. (The Investopedia Team 2024.)

Start-up Purchases

& Expenses

Monthly Fixed Costs

Monthly Variable

costs

All Expenses

Deposit, Rent
Renovation, Lights
Seating, tables
Projector, screen
Sound System
Initial licensing fees

Concession, bar,

and small kitchen

Rent
Salaries

Utilities, such as
heating, water, and

electricity
Film licensing
Insurance

Maintenance and

Raw material on

concessions
Additional staff
Marketing
Themed events

Miscellaneous costs
like cleaning sup-

plies

repairs
furniture and equip- P
ment
Marketing, branding
Prices altogether (€) 47 000-155 000 7 000-24 000 2 000-10 000+

Figure 19. Financial Estimations.
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Figure 19 provides preliminary estimates on the start-up purchases, fixed costs and variable
expenses. The estimates are composed of various information found on the web. The exact
monthly operational expenses can still vary depending on the size, location, and level of
activity in the cinema. For instance, the size of the screen and the projector cannot be de-

termined before the facilities are found.

Additionally, some expenses like rent, branding, and marketing will be lower than the given
estimates. For instance, the further location of the cinema allows cheaper rent, and market-
ing in addition to branding will be carried out by the owner resulting in lower costs than
average. Also, other cost-effective measures must be taken before establishing the busi-
ness. There must be good budgeting so that the expenses will not affect the price of the
tickets too much. Some of the start-up purchases can be made second hand to reduce
costs. For instance, coffee tables, small furniture, and interior design elements can be found

second hand. Additionally, some of the investments are covered by funding.

The pricing of the tickets must be considered carefully. Few factors must be considered in
the price of the economic offerings. Firstly, from the perspective of sustainability the busi-
ness, the prices must have a healthy contribution margin. The contribution margin varies
depending on the economic offering. For instance, beverage- and concession prices have
usually higher contribution margins compared to ticket prices. The experience tickets that
include a variety of offerings should have a mediocre contribution margin, lower than con-

cessions, but higher than regular cinema tickets.

Secondly, if the prices are too high, there will not be enough customers regardless of the
experience given. The price point can be given when there will be cost effective measures
taken and proper funding that lowers the investment — and monthly fixed costs simultane-
ously. Thirdly, the company must consider how much there should be sales to break even.
The break-even point can be calculated through cost-volume-profit analysis. The impact of
these factors on the cost structure becomes clear only after when financing for the invest-
ments and a proper implementation schedule is known. The final price of the experience
will be first determined without consideration of the Value Added Tax (VAT). After the price
is calculated with the use of contribution margin pricing, the VAT is added to create the

selling price.

Overall, the most vital aspect of establishing the business is to find funding. Financing option
include public subsidies, loans, partnerships, funding from state, municipality or other public
entities, and capital investments. Firstly, the company can apply public subsidies, such as
start-up money or business subsidies. This aid helps to cover part of the expenses of setting

up the business. More detailed information about these subsidies is found on the website
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of ELY-center. Secondly, the business can apply for a loan from a bank or another financial
institution. However, to get a loan usually requires collateral and guarantees. The firm must
provide a realistic business plan and present convincing justifications for the need for a
loan. If the loan is given to the business, it must be paid back with the payment plan agreed
with the bank. (Kangas 2019, 30-37.)

Thirdly, the company can look for partners who can invest in the company or provide other
resources. Partnerships allow the firm to share risks and benefit from the expertise and
networks of the partners. For instance, cooperation with hospitality and tourism businesses,
streaming services, local organizations and residents, and influencers can increase visibility
and brand awareness. Additionally, the firm can apply for funding from the state, municipal-
ities, or other public entities. For instance, funding can be obtained for regional development
or cultural activities. Getting the funding requires convincing arguments on the significance
of the project. Lastly, a company can apply for capital investment from those who are look-
ing for investing opportunities. Capital investors often expect a high return on their invest-
ment. Therefore, paying back to the investors depends on the negotiated investment terms.
The firm must be able to present a convincing business plan and growth potential to receive

capital investment. (Kangas 2019, 37-39.)
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4 Conclusions

4.1 Discussion

The goal of the research was to create a profitable, conceptual, and sustainable business
plan for a cinema lounge in the province of South Karelia. The research utilized several
diverse theoretical frameworks, such as Blue Ocean Strategy frameworks, SWOT Analysis,
Experience Triangle, The Four Realms of Experience, and Market Research. These tools
were used to create a deeper understanding of the current challenges and opportunities in
the industry. For instance, one of the most crucial challenges yet to be defeated is the plum-

meting sales of tickets.

The key findings of the study are the many opportunities to enhance the customer experi-
ence, create value that customers deem worthy, and the cost-effective measures. The re-
search indicates that customers are increasingly looking for distinct and enjoyable movie
experiences. The study leveraged the weaknesses of the current film experience to differ-
entiate the business from its competitors. For instance, the current movie theatres are more
functional in its operations, and the experience lacks value compared to the price it is sold
at. This have resulted in the favor of streaming services as the customers do not see value
of merely viewing one film once. The streaming services are cheaper and more conven-

tional.

Therefore, the new concept of the cinema lounge aims to enhance the customer experi-
ence. The business has various characteristics that make a superior experience worthy of
customer’s time and money. It utilizes a more comfortable and luxurious atmosphere and
experiences that differ from the existing industry standard. The stylish and cozy interior
design, high-quality sound and image, and comfortable seats improve the physical experi-
ence of the customer. Also, the customization via the themed concessions inspired by the
movies increases the enjoyment of the experience. Moreover, thematic events, interactive
activities, and discussion opportunities before and after the film enrich the experience so-
cially, intellectually, mentally, and emotionally. The customers can individualize their expe-
rience by choosing what they would like to do, in which order, and when, within the opening
hours. The viewers can suggest what they would like to see from the diverse film selection
of classics, new releases, and movie marathons. Additionally, there are conventional ser-
vices, such as the handy website and new ordering system that increase accessibility and

smoothness of the entire experience.
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Considering these unique features of the business, customers are willing to pay a little more
for an immersive cinema experience as long as the price is within industry standards. There-
fore, the cinema lounge aims to provide high-quality services with a reasonable price level.
All the diverse economic offerings provide added value to the experience of the customers.
Also, the business can select different strategies to attract non-customers to attend cine-
mas. Beyond individual customers, the business provides services for other organizations
for team-building events. This way there are overall more customers, and the high operating

expenses of the cinema lounge can be covered with a reasonable price of the tickets.

Furthermore, cost-effective measures are implemented in various ways in the cinema
lounge. Firstly, the number of staff is reduced during quiet hours. This is possible as some
of the operations are automated via website. Customers can purchase tickets and conces-
sions right to their seats, which is both cost-effective and timelier for the business. Secondly,
the location of the firm is more unconventional, which allows saving money in rent. Thirdly,
the typical grocery snacks are eliminated from the selection and more high-quality conces-
sions are served. As a result, the selection is more limited, which helps to keep the cost
down. Additionally, the branding and marketing is carried out by the owner, which lowers
the related costs. Lastly, some of the start-up purchases are bought from second hand if
possible. Purchasing used interior décor and funding helps to save money when establish-

ing the business.

It is crucial to note that this research was a preliminary study and a more detailed financial
analysis, and legislative issues must be added before the launch of the business. Also, it is
vital to consider the economic recession, and other potential risks need to be updated as
the business plan is rewritten and adjusted with time. This research produced conceptually

a unique concept that is quintessential in the establishment of the business in the future.
4.2 Strengths and Limitations

One of the strengths of the thesis is its thorough theoretical framework. The thesis compre-
hensively presents key concepts and theories required to prepare a business plan. With the
theoretical frameworks, the study was able to develop the unique and versatile concept of
the business. For instance, with the Blue Ocean Strategy frameworks, the competitive land-
scape has been analyzed and new market opportunities searched for. Conversely, the Four
Realms of Experience - and the Experience Triangle framework guided the research on

enhancing the customer experience even further.

Another strength of the thesis is the use of market research. The thesis gathered perspec-

tives on the current movie theatre industry, and the needs and preferences of the target
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audience and non-customers. The market research investigated whether they would be in-
terested in the concept of the cinema lounge and if yes, what activities, themes, character-
istics would be important. The results of the market research show that customers are in-
terested in attending an immersive and distinct cinema experience and are willing to pay a
little more for the entire experience. The participants emphasized that pricing should be

aligned with the prices currently offered in the industry.

A weakness in the thesis is that the research focuses strongly on creating the concept.
Although the work is intended to emphasize concept creation, the study would still benefit
from more detailed practical issues. The details of the business plan, such as financial anal-

ysis remain rather one-dimensional and vague.

Another weakness that the study is the limited consideration of the threat that streaming
services pose. The research takes into consideration various movie theatres, but it falls
short on changes in the popularity of streaming services. Thesis could improve strategies

against streaming services.

Generally, the concept of cinema lounge is promising and has potential to succeed. In par-
ticular, its investment in customer experience and experientiality has been prosperous.

However, further research should focus on the details of practical issues.

4.3 Recommendation for Future Research

Firstly, a business of this size needs multiple stakeholders. Before launching the firm, other
stakeholders must be identified. The researcher has a one business partner in mind that
could be suitable for the company, but they have not yet communicated this further. If the
person in mind would not want to be part of the business, other stakeholders could be
searched through networking and participating in events. For instance, participating in
Idearace could help the researcher to find interested fellow business-minded individuals to
join.

Secondly, the legislative issues must be addressed in future research. It is important to
ensure that the business model is legal, and all the necessary permits and registrations
have been obtained. For instance, as the cinema lounge plans to sell alcoholic beverages,
the business and all its staff must have liquor licenses. Similarly, the business must consider
regulations and licenses when the business prepares the food. Additionally, taxation issues

must be further elaborated on.

Thirdly, more comprehensive financial analysis must be carried out to get funding for the

business. It is necessary to prepare more detailed budget and profitability calculations that
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take into account all expenses and income. After the final budget and financial projections
are set, the sequence of creating a blue ocean strategy can be carried out to see whether

the business venture creates a viable blue ocean opportunity.

Before launching the business, another market research would be beneficial to pretest the
final products, services, and experiences. The final products, services, and experiences
should be pretested with a bigger sample size of target demographic and non-customers.
The future market research could be a combination of questionnaires, interviews and focus
group interviews. This would ensure that the launch would go smoothly, and that there

would be definite demand for the business and its economic offerings.

The company should consider whether any of the internal operations should be outsourced.
Projectors and screens need maintenance so that they will not malfunction. There should
be discussions about outsourcing a theatre technician, or will one be hired specifically for
the cinema business. Another possibility is that the owner gets education regarding these
issues. These considerations must be covered in the financial plan since theatre technicians

are very costly for the business as well.

Moreover, the company must be prepared for the worst-case scenario. As a precaution, a
risk management plan must be added to the rewritten business plan. The contingency plan
aims to foresee all the possible worst-case scenarios and strategies to overcome them. The
risk management plan is fundamental if the business is looking for funding. Without one,
the cinema lounge most probably will not get funding. The risk management should be car-

ried out after the final financial analysis is prepared.

Lastly, if the business becomes a soaring success, the future research could investigate
potential expansion plans. In the best case and in the far-fetched future, the cinema lounge
business could be made into a franchise. However, it is too early to predict whether such

success would even occur.
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