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UNIT-2 

2.11 CORPORATE PORTFOLIO ANALYSIS 

Corporate portfolio analysis is a strategic management tool used to assess and manage a 

company's collection of businesses or products. The primary goal is to determine the 

performance, strategic fit, and potential of each business unit or product, thereby guiding 

resource allocation and strategic decisions to optimize the overall portfolio. This analysis 

helps companies balance risk and return, achieve strategic coherence, and drive long-

term profitability and growth. 

Importance of Corporate Portfolio Analysis 

 Strategic Alignment: Ensures that all business units and products align with the 

company's overall strategy and goals. 

 Resource Optimization: Helps in allocating resources efficiently across different 

units to maximize returns. 

 Risk Management: Balances the risk and return by diversifying investments 

across various businesses or products. 

 Performance Evaluation: Identifies underperforming units that may need 

restructuring or divestment. 

 Growth Opportunities: Recognizes high-potential units for investment and 

expansion. 

Key Frameworks for Corporate Portfolio Analysis 

1. Boston Consulting Group (BCG) Matrix 

The BCG Matrix categorizes a company's business units or products into four types based 

on market growth rate and relative market share: 

 Stars: High growth, high market share. Require significant investment to sustain 

growth but generate substantial revenue. 

 Strategy: Invest to maintain or grow market share. 

 Cash Cows: Low growth, high market share. Generate steady cash flow with 

minimal investment required. 

 Strategy: Optimize and maintain market position to fund other units. 

 Question Marks: High growth, low market share. Require substantial investment 

to increase market share; their future is uncertain. 

 Strategy: Selectively invest or divest based on potential to become Stars. 
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 Dogs: Low growth, low market share. Typically generate minimal profit and may 

incur losses. 

 Strategy: Divest or restructure to minimize losses. 

2. General Electric (GE) / McKinsey Matrix 

The GE/McKinsey Matrix is a more sophisticated tool that evaluates business units based 

on two dimensions: industry attractiveness and business unit strength. 

 Industry Attractiveness: Factors like market size, growth rate, profitability, and 

competitive intensity. 

 Business Unit Strength: Factors like market share, brand strength, product 

quality, and cost structure. 

The matrix uses a nine-cell grid to provide a more nuanced analysis compared to the BCG 

Matrix: 

 High Attractiveness / High Strength: Invest and grow. 

 Medium Attractiveness / Medium Strength: Selective investment; manage for 

earnings. 

 Low Attractiveness / Low Strength: Divest, harvest, or exit. 

3. Ansoff Matrix 

The Ansoff Matrix focuses on growth strategies by analyzing existing and new markets 

and products: 

 Market Penetration: Increase market share with existing products in existing 

markets. 

 Market Development: Enter new markets with existing products. 

 Product Development: Introduce new products to existing markets. 

 Diversification: Enter new markets with new products. 

4. Product Life Cycle (PLC) Analysis 

The PLC Analysis evaluates the stages of a product’s life cycle: introduction, growth, 

maturity, and decline: 

 Introduction: High investment, low sales. Focus on building awareness and 

distribution. 
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 Growth: Rapid sales increase, increasing competition. Focus on differentiation 

and market share expansion. 

 Maturity: Sales peak, market saturation. Focus on efficiency and defending 

market share. 

 Decline: Sales decline, market contraction. Focus on cost control or product 

discontinuation. 

Steps in Corporate Portfolio Analysis 

1. Data Collection: Gather data on market growth rates, market shares, profitability, 

competitive position, and industry trends. 

2. Classification: Use frameworks like BCG or GE/McKinsey to categorize business 

units or products. 

3. Evaluation: Assess each unit's performance, strategic fit, and potential. Identify 

strengths, weaknesses, opportunities, and threats. 

4. Strategic Decision-Making: Develop strategies for investment, growth, 

divestment, or restructuring based on the analysis. 

5. Implementation: Allocate resources and execute strategies to optimize the 

portfolio. 

6. Monitoring and Review: Continuously monitor performance and adjust 

strategies as needed to ensure alignment with corporate objectives. 

Practical Example: Corporate Portfolio Analysis at a Diversified Company 

Company: XYZ Corporation 

BCG Matrix Application: 

 Stars: XYZ’s software division operates in a high-growth market and holds a 

leading market share. Strategy: Invest in R&D to maintain technological 

leadership. 

 Cash Cows: The consumer electronics division has a high market share in a stable 

market. Strategy: Optimize operations to maximize cash flow. 

 Question Marks: The wearable technology division shows high market growth 

but currently holds a small market share. Strategy: Invest selectively to build 

market presence or consider strategic partnerships. 

 Dogs: The printing division operates in a declining market with low market share. 

Strategy: Divest or restructure to reduce losses. 



    
 

23BAT614-Strategic Management/K A Suruthika/AP/B-SPINE 

GE/McKinsey Matrix Application: 

 High Attractiveness / High Strength: Renewable energy unit. Strategy: Invest 

heavily to capitalize on industry growth and technological strength. 

 Medium Attractiveness / Medium Strength: Home appliances unit. Strategy: 

Selective investment in new product lines and cost optimization. 

 Low Attractiveness / Low Strength: Traditional media unit. Strategy: Divest or 

transition to digital media to reduce risk exposure. 

Conclusion 

Corporate portfolio analysis is essential for strategic management, helping companies 

evaluate their mix of businesses or products and make informed decisions about resource 

allocation, investment, and divestment. By using frameworks like the BCG Matrix, 

GE/McKinsey Matrix, Ansoff Matrix, and PLC Analysis, companies can strategically 

manage their portfolios to achieve balanced growth, profitability, and risk management, 

ensuring long-term success and sustainability. 

 


