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BY THE END OF THIS SESSION,
YOU WILL KNOW...

« How is Portfolio analysis used to guide a firm with mulfiple products and
businesses

« The BCG Growth Share Matrix
 How o use the BCG Matrix to Strategize



RECAP OF LAST SESSION

« What are the different levels of strategy
« What are the three issues that Corporate strategy addresses?
 What are directional or GRAND STRATEGIES?
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BCG GROWTH SHARE MATRIX

« One of the most popular portfolio analysis tools
* |Invented by Bruce Henderson of Boston Consulting Group in1968
« Purpose: To make investment decisions of your firm's SBUs or Products

The BCG Growth-Share matrix is a tool used in corporate strategy to analyze business units or
product lines based on two variables: relative market share and the market growth rate
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GOOGLE'S BCG MATRIX - STARS

« By definition, BCG Matrix is Portfolio analysis tool used to
guide a firm with multiple products and businesses.

« Lets select the firm as GOOGLE, which has a multitude of
Products and Businesses

« |ntoday’s world with fast speed networks (5G coming
soon), video streaming is a high growth market and
Youtube's relative position in this market is very strong.
Hence, Youtube could be considered as a STAR in the
BCG matrix

. Strategic choices: Vertical integration, horizontal BrOadca St YOU rselfTM
integration, market penetration, market development,
product development




QUESTION MARKS

« Google Cloud Platform, popularly known as GCP, is
currently playing in a very High Growth Cloud Market.
However, with the dominance of the players such as
Amazon Web Services and Microsoft Azure, its relative
Market Share is low

« Hence, GCP is currently a Question Mark for Google, i.e. the
future potential of GCP is doubtful.

« Google knows that as the Market growth rate is high, with
the right strategies and investments, Google can make GCP
a Star (and eventually a Cash cow as well).

« On the flip side, since they have low market share, so wrong
investments can downgrade them to Dogs.

Google Cloud

« Strategic choices: Market penetration, market
development, product development, divestment.




Google makes most of its money from
advertising. The product that brings them the
Ad money is called Google Adwords. Another
of it's products aimed find the right audience in
this quadrant is Google Display Network

The growth of the global advertising market is
currently low, and Google has the Highest
Market Share in this market.

These products generate profits and cash but
over time need to be replaced because the
future growth will be lower. Google can
finance other products that need investment in
Stars and Question marks quadrants.

Strategic choices: Product development,
diversification




Dogs hold low market share compared to
competitors. Neither do they generate cash nor do
they require huge cash. In case of Google, it would
be its products like Google Plus (which it shut down
in 2019), Google News.

In general, they are not worth investing in because
they generate low or negative cash returns and
may require large sums of money to support.

Due to low market share, these products face cost
disadvantages.

Strategic choices: Retrenchment, divestment,
liquidation

DOGS
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CREATING THE BCG MATRIX
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STEP 2: IDENTIFY MARKET

* The chosen market is the Cosmetics Industry which includes primarily-
Skincare, Makeup, Haircare, Hair colour and Fragrances.
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STEP 4: FIND OUT MARKET GROWTH RATE

« Average Growth rate in Cosmetics Industry (as of 2018) = 4.8%
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USING THE BCG MATRIX TO STRATEGIZE

You can follow the following Four potential strategies based on the results of
your BCG matrix analysis:

 Build. Increase investment in a product to increase its market share. For
example, you can push a question mark into a star and, finally, a cash cow.

* Hold. If you can't invest more into a product, hold it in the same quadrant
and leave it be.

« Harvest. Reduce your investment and try to take out the maximum cash flow
from the product, which increases its overall profitability (best for cash cows).

 Divest. Release the amount of money already stuck in the business (best for
dogs).



WHAT YOU LEARNT TODAY

« How is Portfolio analysis used to guide a firm with mulfiple products and
businesses

« The BCG Growth Share Matrix
 How o use the BCG Matrix to Strategize



NEXT CLASS..

« How to develop parenting strategy for a multi-business firm

« Growth of the firm
* Internal development
« Mergers & Acquisitions
« Strategic Alliances

« Restructuring Strategies



