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Evaluate Country Portfolio Analysis:
Where to go and what'to sell
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ion: build, hold or shrink?
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What are the main factors
affecting business success?
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Intro: Factors affecting Biz. Success o

Political risk:
Country lawfulness
Level of economic development
Stability

Market size
Profitability
% Growth

N [ T I: I. | x Ma_rket Growth:

Competitive Position:
Entry barriers
Rivalry
Market concentration
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http://www.youtube.com/watch?v=jOjvJAfIMSI
http://www.youtube.com/watch?v=pQ5YfDH7wt8
http://www.youtube.com/watch?v=LhJE4TA9DD4

1. Competitive Strategy

When we have product and we want to
increase our business:

How many options do we have?

Prof. Antonio Gonzalez Ph.D.
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1. Competitive Strategy g

Once we have product we have the following options:

1. Sell more in our current market

Develop new products to sell in our current market

Sell our products in a new market (region/country)

W N

Look for new business to diversify our portfolio

Ansoff, H. I., McDonnell, E. J., & Ansoff, H. |. (1988). The new corporate strategy. New York: Wiley
Prof. Antonio Gonzalez Ph.D.
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1. Competitive Strategy: ANSOFF’s Matrix s
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Ansoff, H. I., McDonnell, E. J., & Ansott, H. I. (1988). I he new corporate strategy. New York: Wiley
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1. Competitive Strategy: ANSOFF’s Matrix s

Advertising Campaigns, Better Understand
Relationship Marketing Customers (Deng 2009)
|
xisting product New product I
Existing Market penetration Product development *
market Increase sales to the New product developed for
existing market existing markets
Penetrate more deeply ==
into the existing market [
New market | Market development Diversification
Existing products sold to | New products sold in new
’ new markets markets
s /
China, 4 \
Russia, ! L
India & Areas of Interest, Real Strategic Growth
Brazil Sporting Idols (Thompson 2001)
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How to decide expansion to a
particular foreign country?

Prof. Antonio Gonzalez Ph.D.
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2. CAGE Analysis for Country Distance Assessment et

How to decide to expand to a particular foreign country?

Consider four distance dimensions and ask how the might affect
to your industry:

Culture Administrative Geographical Economic

Prof. Antonio Gonzalez Ph.D.
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2. CAGE Analysis for Country Distance Assessment et

Geographic
Distance

Admin and Political

Cultural Distance Economic Distance

Distance

Lack of common Different consume
border or waterway incomes

Different costs and
quality of resources
(natural, HR, etc)
Different information
knowledge

- Different religions, - Absence of shared -
languages, ethnicity, political or monetary
social horms association access -

- Lack of connective - Political hostilities - Physical remoteness
ethnic or social - Weak of legal and - Lack of transportation
networks financial institutions - Different climates -

countries
increases with...

Distance
between 2

- High linguistic content - Building national - Low value/weight - Demand varies by

Prof. Antonio Gonzalez Ph.D.
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2. GAGE Analysis for Country Distance Assessment

Example
Fast-food

per capita fast-food consumption ($)
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Ghemawat, P.Distance Still Matters: The Hard Reality of Global

Expansion. HBR 2001
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. CAGE Analysis for Country Distance Assessment T
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http://www.youtube.com/watch?v=7FpUJaG7uMk

2. GAGE Analysis for Country Distance Assessment

An exercise with CAGE framework in 10:

Would you sell Jamaén Ibérico in Mongolia?
Why? Why not?

Prof. Antonio Gonzalez Ph.D.
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3. Industry Analysis: 5 Forces of Porter b

A look on 5 Forces of Porter Analysis: the airline industry

THREAT
OF NEW
ENTRANTS

¥

RIVALRY BARGAINING
AMONG EXISTING POWER OF
COMPETITORS BUYERS

BARGAINING ‘
SUPPLIERS

13

THREAT OF
Porter, M. E. (1980). Competitive strategy: Techniques for Pg%%ﬂgg%ﬁ
analyzing industries and competitors. New York: Free Press SERVICES
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http://www.youtube.com/watch?v=mYF2_FBCvXw
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3. Industry Analysis: Blue Ocean Strategy et

An alternative to 5 Forces approach: Blue Ocean Strategy
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3. Industry Analysis: Blue Ocean Strategy et

An alternative to 5 Forces approach: Blue Ocean Strategy

Red Ocean Strategy Blue Ocean Strategy

Focus on current customers Focus on noncustomers
Compete Iin existing markets Create uncontested markets to serve
+ Beat the competition Make the competition irrelevant
Exploit existing demand + Create and capture new demand

Make the value-cost trade-off * Break the value-cost trade-off

Align the whole system of a firm's Align the whole system of a firm's
activities with its strategic choice of activities in pursuit of differentiation
differentiation OR low cost AND low cost

Kim, W. C., & Mauborgne, R. (2005). Blue ocean strategy: How to create uncontested market space and make the competition irrelevant. Boston,

Mass: Harvard Business School Press. . .
Prof. Antonio Gonzalez Ph.D.
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4. BCG approach to Strategy: BCG Matrix et

Key Assumptions:

\

Costs are a predictable function of volume/expertise (economies of scale)

- : every time its doubles production costs reduce by 20/30%

\

A competitor that double its production first would gain significant cost

advantage over competitors

\

BCG Matrix evaluates products in 2 dimensions:

- Industry attractiveness

- Company size related to its No. 1 competitor

Prof. Antonio Gonzalez Ph.D.


https://www.bcg.com/it-it/publications/2013/growth-business-unit-strategy-experience-curve-bcg-classics-revisited.aspx

Relative Market Share

Prof. Antonio Gonzalez Ph.D.



4. BCG approach to Strategy: BCG Matrix

Example -
Toyota
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4. BCG approach to Strategy: BCG Matrix et
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http://www.youtube.com/watch?v=sNAUWpk_yvs
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9. GE-McKinsey Matrix Do

BCG Matrix approach has been criticized for its reliance on
two single factors and for its focus on cash flow

To meet these criticisms, General Electric and McKinsey &
Co. jointly developed a composite-factor approach with the
determination of Investment attractiveness as its end
objective

Prof. Antonio Gonzalez Ph.D.
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GE-McKinsey Matrix

Business Strength:

* ¢

Size, Growth, Share, Position
Profitability, Margins
Technology position
Strength and Weakness
Image

Pollution

People

Prof. Antonio Gonzalez Ph.D.




5. GE-McKinsey Matrix
_ W

Industry Attractiveness: /,,4»"»««‘

< Size, market growth o~ _f,f'w

< Pricing and industry profitability ot “‘*wﬂ'

< Market diversity L'

Competitive structure (oligopoly, duopoly, fragmented..)
Macro factors (PESTEL analysis)
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5. GE-McKinsey Matrix: strategic implications

INDUSTRY ATTRACTIVENESS

A

INVEST/GROW =l

DIVEST/
HARVEST

High Medium Tow

e

STRENGTH OF A BUSINESS UNIT OR PRODUCT
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Priority for investment / attractiveness:
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Protect position
vest Lo grow at e

sility to counter
fitability by

Protect position and

refocus
* Manage for current earnings

= Concentrate on sttractive

segments
* Defend strengths

High

5. GE-McKinsey Matrix: strategic implications

GE-MCKINSEY 9-BOX MATRIX

Invest to build
r leadership

yon

* Reinforce v

Selectivity/ Manage

forearnings
= Protect existing program

* Concentrate investments in
segments where profitability
i good & risks are relatively

Manage for earnings
= Protect position n most
profitable segrments

* Upgrade product line

* Minimize investrent

Medium

DETAILED EXPLANATION

Build selectively

* Specialize sround Fmited
strengths

* Sesk ways 10 overcome
weaknesses

* Withdraw H indications of
sustainable growth are lacking

Expand or Harvest

* Look for ways to expand
without high risk ; otherwise
minimize nvestments and
rationalize operations

Divest

= Seflat time that will
maximize cash valos

* Cut fixed costs and avoid
investment meanmwhile

Low

Source: hepy/www.mckinsay.com

Competitive Strength of Business Unit
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6. Product Life Cycle T

Sales and
profits ($)

Profits

—

)

Time

Product
development| Introduction Growth Maturity  Decline

Losses/
investment ($)
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Remember:

We r selling
24/7"

Thanks for
your attention
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