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What does strategy mean?

» A fundamental pattern of present and
planned objectives, resource deployments,
and interactions of an organization with
markets, competitors, and other
environmental factors.
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Corporate Growth Strategies ...

Current products New products

Market penetration strategiesj Product development
* Increase market share strategies

* Increase product usage Product improvements
Increase frequency of use Product-line extensions

Increase quantity used New products for same
New applications market

Current
NENGIS

Market development Diversification strategies

* Vertical integration
Forward/backward integration

» Diversification into related bus
(concentric diversification)

» Diversification into unrelated
businesses (conglomerate

strategies

« Expand markets for existing
products
Geographic expansion
Target new segments

New
markets
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Allocating Corporate Resources:
The BCG Growth Share MatriX oz
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Market °
growth
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Low

10 1 0.1

Relative market share

Source: Adapted from Barry Hedley, “Strategy and the Business Portfolio,” Long Range Planning 10 (February 1977).
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Cash Flows Across Businesses in
the BCG Portfolio Model .o
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Growth rate (cash use)

Low

High Relative market share =)

" Desired direction of business development
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Tools for Allocating Resources in
Diversified Companies: The GE
Nine-Cell Matrix

Industry attractiveness
High Medium Low

High

Medium

Business’s
competitive position

Low

1 Invest/grow
2 Selective investment/ maintain position
3 Harvest/divest




Sources of Competitive Advantage at
Corporate Level

» Financial resources

e Human resources

e Corporate R&D

» Organisational processes
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Synergy

» Knowledge-based
» Corporate identity and corporate brand
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What does strategy mean?

		A fundamental pattern of present and planned objectives, resource deployments, and interactions of an organization with markets, competitors, and other environmental factors.
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Corporate Growth Strategies (Exhibit 2.9)





Market penetration strategies

		Increase market share

		Increase product usage



	  Increase frequency of use

	  Increase quantity used

	  New applications



Product development strategies

		Product improvements

		Product-line extensions

		New products for same 



	market



Market development strategies

		Expand markets for existing products



	Geographic expansion

	Target new segments



Diversification strategies

		Vertical integration



	Forward/backward integration

		Diversification into related bus (concentric diversification)

		Diversification into unrelated businesses (conglomerate diversification)



Current products

New products

Current

markets

New

markets
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Ansoff says there are four strategies for growing a business. Let’s consider their merits and drawbacks.



Which growth strategies require what new capabilities?

		Product development: ability to understand new technology, new processes

		Market development: ability to understand new customers and their needs





Which are riskier? Safest? Why?

		Safest: market penetration

		Most risky: diversification

		Others are intermediate in risk
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Allocating Corporate Resources: The BCG Growth Share Matrix (Exhibit 2.10)
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Question marks
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Source: Adapted from Barry Hedley, “Strategy and the Business Portfolio,” Long Range Planning 10 (February 1977).
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Why is the BCG model useful?

		It analyzes the impact of investing resources in different businesses on the corporation’s future earnings and cash flows.

		It gives a company a quick glance on where their business units fall in an industry in terms of market share and market growth. This in turn can help generate competitive strategies to improve or maintain a position in the market.





What are its limitations?

		Market growth rate is an inadequate descriptor of overall industry attractiveness.

		Relative market share is inadequate as a descriptor of overall competitive strength.

		The outcomes of a growth-share analysis are highly sensitive to variations in how growth and share are measured

		While the matrix specifies appropriate investment strategies for each business, it provides little guidance on how best to implement those strategies.

		The model implicitly assumes that all business units are independent of one another except for the flow of cash.
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Cash Flows Across Businesses in the BCG Portfolio Model (Exhibit 2.11)









Growth rate (cash use)

High

Low

Stars

Cash cows

Dogs

Question

marks





High

Low

Relative market share

Desired direction of business development

Cash

Flows
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Which kinds of businesses consume cash?

		Stars, especially in their high-growth stages

		Question marks

		Dogs (though not be design!)





Where does the cash come from?

		Cash cows

		External financing
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Tools for Allocating Resources in Diversified Companies: The GE Nine-Cell Matrix

1 Invest/grow

2 Selective investment/ maintain position

3 Harvest/divest



Business’s 

competitive position

High

Low

















Medium

Industry attractiveness

High

Medium

Low

1

1

2

1

2

3

2

3
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How would you assess competitive position and industry attractiveness?

Factors to assess competitive position

		Size

		Growth

		Relative share

		Customer loyalty

		Margins

		Distribution

		Technology

		Marketing skills

		Patents





Factors to assess industry attractiveness

		Size

		Growth

		Competitive intensity

		Price levels

		Profitability

		Technological sophistication

		Government regulations
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Sources of Competitive Advantage at Corporate Level

		Financial resources

		Human resources

		Corporate R&D

		Organisational processes
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Synergy

		Knowledge-based

		Corporate identity and corporate brand
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