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ACCORDING To THE GENERAL ELECTRIC PORTFOLIO MoDEL, WHAT SHOULD
AN OrGANIZATION Do WITH ITs STRATEGIC?

THe GeneraL ELecTrIC (GE) PORTFOLIO MODEL, ALSO KNOWN AS THE GE-MCKINSEY MATRIX, IS A STRATEGIC TOOL
DESIGNED TO ASSIST ORGANIZATIONS IN MAKING INFORMED DECISIONS ABOUT THEIR BUSINESS UNITS OR PRODUCT LINES. By
EVALUATING EACH UNIT BASED ON TWO CRITICAL DIMENSIONS—INDUSTRY ATTRACTIVENESS AND BUSINESS STRENGTH—THE
MODEL PROVIDES A STRUCTURED APPROACH TO RESOURCE ALLOCATION, INVESTMENT DECISIONS, AND OVERALL STRATEGIC
PLANNING. ACCORDING TO THIS MODEL, ORGANIZATIONS MUST ANALYZE THEIR PORTFOLIOS METICULOUSLY AND ADOPT
TAILORED STRATEGIES FOR EACH BUSINESS UNIT DEPENDING ON ITS POSITION WITHIN THE MATRIX. THE GOAL IS TO MAXIMIZE
OVERALL CORPORATE VALUE BY INVESTING IN HIGH-POTENTIAL OPPORTUNITIES, MAINTAINING OR HARVESTING MATURE UNITS,
AND DIVESTING OR REPOSITIONING UNDERPERFORMING SEGMENTS.

UNDERSTANDING THE COMPONENTS OF THE GE PORTFOLIO MODEL

INDUSTRY ATTRACTIVENESS

THIS DIMENSION ASSESSES FACTORS SUCH AS MARKET GROW TH RATE, PROFITABILITY, COMPETITIVE INTENSITY,
TECHNOLOGICAL DEVELOPMENTS, AND REGULATORY ENVIRONMENT. HIGH INDUSTRY ATTRACTIVENESS INDICATES PROMISING
OPPORTUNITIES FOR GROWTH AND PROFITABILITY.

BUSINESS STRENGTH

THIS DIMENSION EVALUATES THE ORGANIZATION’S INTERNAL CAPABILITIES, INCLUDING MARKET SHARE, BRAND REPUTATION, COST
STRUCTURE, TECHNOLOGICAL ADVANTAGES, DISTRIBUTION CHANNELS, AND OVERALL COMPETITIVE POSITION WITHIN THE
INDUSTRY.

MAPPING BUSINESS UNITS ON THE GE MATRIX

THE GE MATRIX IS TYPICALLY DEPICTED AS A 3x3 GRID, WITH THE VERTICAL AXIS REPRESENTING INDUSTRY ATTRACTIVENESS
(LO\)V, MEDIUM, HIGH) AND THE HORIZONTAL AXIS REPRESENTING BUSINESS STRENGTH (\X/EAK, MEDIUM, STRONG). EACH CELL
CORRESPONDS TO A STRATEGIC POSTURE FOR THE BUSINESS UNIT.

STRATEGIC RECOMMENDATIONS BASED ON POSITIONING IN THE GE MATRIX

INvesT AND GRoW (HIGH INDUSTRY ATTRACTIVENESS § STRONG BUSINESS POSITION)

FOR BUSINESS UNITS POSITIONED IN THE TOP-RIGHT CORNER, THE RECOMMENDED STRATEGY IS TO INVEST AND GROW. THESE
UNITS HAVE HIGH POTENTIAL AND POSSESS COMPETITIVE ADVANTAGES, MAKING THEM PRIME CANDIDATES FOR INCREASED
RESOURCE ALLOCATION.



EXPAND MARKET SHARE THROUGH AGGRESSIVE MARKETING AND SALES EFFORTS.

® ENHANCE PRODUCT DEVELOPMENT TO CAPITALIZE ON INDUSTRY GROWTH.

INVEST IN TECHNOLOGY, INFRASTRUCTURE, AND HUMAN RESOURCES.

e CONSIDER STRATEGIC ACQUISITIONS TO STRENGTHEN POSITION FURTHER.

SeLECTIVE INVESTMENT OR HoLb (HiGH INDUSTRY ATTRACTIVENESS § Mepium/\WEAK
BusINess PosITION)

UNITS IN THIS ZONE SHOULD BE CAREFULLY EVALUATED. THE ORGANIZATION MAY CHOOSE TO INVEST SELECTIVELY TO IMPROVE
THEIR COMPETITIVE POSITION OR HOLD IF IMMEDIATE INVESTMENT ISN’T JUSTIFIED.

® |DENTIFY AREAS FOR IMPROVEMENT, SUCH AS OPERATIONAL EFFICIENCIES.

e DEVELOP STRATEGIES FOR DIFFERENTIATION OR NICHE POSITIONING.

o CONSIDER PARTNERSHIPS OR ALLIANCES TO BOLSTER CAPABILITIES.

® MONITOR PERFORMANCE CLOSELY BEFORE COMMITTING SUBSTANTIAL RESOURCES.

HARVEST or MAINTAIN (Low INDUSTRY ATTRACTIVENESS § STRONG BUSINESS
PoSITION)

BUSINESS UNITS SITUATED IN INDUSTRIES WITH LOW ATTRACTIVENESS BUT WITH A STRONG INTERNAL POSITION SHOULD
CONSIDER HARVESTING OR MAINTAINING THE CURRENT LEVEL OF INVESTMENT.

® EXTRACT MAXIMUM CASH FLOW WITH MINIMAL INVESTMENT.

REDUCE COSTS TO IMPROVE PROFITABILITY.

MAINTAIN MARKET SHARE TO SUSTAIN CASH GENERATION.

e EVALUATE THE LONG-TERM VIABILITY PERIODICALLY.

DivesT or ReposiTIoN (Low INDUSTRY ATTRACTIVENESS § WEAK BUSINESS
PoSsITION)

UNITS IN THE BOTTOM-LEFT CORNER ARE TYPICALLY CANDIDATES FOR DIVESTMENT OR REPOSITIONING.

e ASSESS THE POTENTIAL FOR TURNAROUND STRATEGIES; IF UNLIKELY, CONSIDER DIVESTMENT.
® REALLOCATE RESOURCES TO MORE PROMISING UNITS.

® EXPLORE STRATEGIC ALLIANCES OR SALE OPTIONS.



® ENSURE SMOOTH TRANSITION AND COMMUNICATION WITH STAKEHOLDERS.

IMPLEMENTING STRATEGIC ACTIONS BASED ON THE GE PORTFOLIO MODEL

ReESOURCE ALLOCATION

DECIDING WHERE TO ALLOCATE RESOURCES IS CENTRAL TO THE GE PORTFOLIO MODEL. THE MODEL SUGGESTS PRIORITIZING
INVESTMENTS IN HIGH-GROW TH, HIGH-POTENTIAL UNITS WHILE BEING CAUTIOUS WITH THOSE IN DECLINE.

1. INVEST HEAVILY IN UNITS WITH HIGH INDUSTRY ATTRACTIVENESS AND STRONG INTERNAL CAPABILITIES.

2. PROVIDE STRATEGIC SUPPORT TO MEDIUM-POSITIONED UNITS WITH POTENTIAL FOR GROWTH.

3. LIMIT OR CEASE INVESTMENT IN UNITS IN DECLINE UNLESS THEY HAVE STRATEGIC IMPORTANCE.

PorTFoLIO BALANCE AND DIVERSIFICATION

MAINTAINING A BALANCED PORTFOLIO ENSURES ORGANIZATIONAL STABILITY AND GROWTH.

® BALANCE HIGH-POTENTIAL GROWTH UNITS WITH CASH-GENERATING MATURE UNITS.
® ENSURE DIVERSIFICATION ACROSS INDUSTRIES TO MITIGATE RISKS.

® REGULARLY REVIEW THE PORTFOLIO TO ADAPT TO MARKET CHANGES.

STRATEGIC REPOSITIONING AND DIVESTMENT

W/HEN CERTAIN UNITS FALL INTO THE LOW ATTRACTIVENESS/\X/EAK POSITION QUADRANT, ORGANIZATIONS MUST DECIDE
WHETHER TO ATTEMPT REPOSITIONING OR DIVEST.

e For REPOSITIONING, INVEST IN INNOVATION OR OPERATIONAL IMPROVEMENTS.

® |F REPOSITIONING ISN’T FEASIBLE, CONSIDER DIVESTMENT TO FREE UP RESOURCES.

e COMMUNICATE CLEARLY WITH STAKEHOLDERS DURING DIVESTITURE PROCESSES.

INTEGRATING THE GE PorTFoLIO MoDEL INTO OVERALL CORPORATE
STRATEGY



STRATEGIC PLANNING AND DECISION-MAKING

THE GE PORTFOLIO MODEL ACTS AS A FOUNDATION FOR STRATEGIC PLANNING, ENABLING ORGANIZATIONS TO PRIORITIZE
INITIATIVES ALIGNED WITH THEIR LONG-TERM OBJECTIVES.

PERFORMANCE MONITORING AND REVIEW

REGULAR ASSESSMENT OF EACH BUSINESS UNIT’S POSITION WITHIN THE MATRIX HELPS ORGANIZATIONS ADAPT THEIR STRATEGIES
IN RESPONSE TO MARKET DYNAMICS.

ALIGNING ORGANIZATIONAL CAPABILITIES

ENSURE THAT INTERNAL RESOURCES AND CAPABILITIES ARE ALIGNED WITH THE STRATEGIC POSTURE OF EACH UNIT, FACILITATING
EFFECTIVE IMPLEMENTATION OF CHOSEN STRATEGIES.

LiIMITATIONS AND CONSIDERATIONS OF THE GE PorTFOLIO MODEL

SUBJECTIVITY IN EVALUATION

ASSESSING INDUSTRY ATTRACTIVENESS AND BUSINESS STRENGTH INVOLVES SUBJECTIVE JUDGMENT, WHICH CAN LEAD TO
INCONSISTENT RESULTS.

DynaMic MARKET CONDITIONS

MARKETS EVOLVE RAPIDLY, SO THE MATRIX SHOULD BE USED AS A GUIDING TOOL RATHER THAN A DEFINITIVE DECISION-MAKER.

OVEREMPHASIS ON PORTFOLIO BALANCE

FOCUSING SOLELY ON BALANCE MAY OVERLOOK THE UNIQUE STRATEGIC NEEDS OF INDIVIDUAL UNITS.

CoMPLEMENTING WITH OTHER TooLS

ComsINE THE GE PORTFOLIO MODEL WITH OTHER STRATEGIC TOOLS LIKE SWOT ANALYSIS, PESTEL ANALYSIS, AND
COMPETITIVE POSITIONING FRAMEWORKS FOR COMPREHENSIVE DECISION-MAKING.

CoNcCLUSION

THe GE PoRTFOLIO MODEL PROVIDES A NUANCED FRAMEWORK FOR ORGANIZATIONS TO EVALUATE AND MANAGE THEIR BUSINESS
UNITS STRATEGICALLY. ACCORDING TO THIS MODEL, ORGANIZATIONS SHOULD INVEST IN UNITS THAT DEMONSTRATE HIGH
INDUSTRY ATTRACTIVENESS AND STRONG INTERNAL CAPABILITIES TO FOSTER GROWTH. CONVERSELY, THEY SHOULD CONSIDER
HARVESTING OR MAINTAINING UNITS WITH DECLINING PROSPECTS, AND DIVEST OR REPOSITION THOSE WITH MINIMAL FUTURE
POTENTIAL. ULTIMATELYI THE MODEL EMPHASIZES THE IMPORTANCE OF ALIGNING RESOURCE ALLOCATION WITH MARKET
DYNAMICS AND INTERNAL STRENGTHS, LEADING TO A BALANCED, RESILIENT, AND GROW TH-ORIENTED CORPORATE PORTFOLIO.
IMPLEMENTING THESE STRATEGIES EFFECTIVELY REQUIRES CONTINUOUS MONITORING, STRATEGIC FLEXIBILITY, AND A CLEAR
UNDERSTANDING OF BOTH EXTERNAL MARKET FORCES AND INTERNAL ORGANIZATIONAL COMPETENCIES.



FREQUENTLY AskeD QUESTIONS

ACCORDING TO THE GENERAL ELECTRIC PORTFOLIO MODEL, WHAT IS THE PRIMARY
PURPOSE OF ASSESSING A COMPANY'S STRATEGIC BUSINESS UNITS (SBUS)?

THE PRIMARY PURPOSE IS TO EVALUATE EACH SBU’S ATTRACTIVENESS AND COMPETITIVE POSITION TO DETERMINE
APPROPRIATE RESOURCE ALLOCATION AND STRATEGIC PRIORITIES.

How poes THE GE PorTFoLIO MoDEL DIFFER FROM THE BCG GRoOWTH-SHARE MATRIX
IN STRATEGIC ANALYSIS?

W/HILE BOTH ASSESS BUSINESS UNITS, THE GE PorTFOLIO MODEL CONSIDERS MULTIPLE FACTORS LIKE INDUSTRY
ATTRACTIVENESS AND BUSINESS STRENGTH IN A MULTIDIMENSIONAL GRID, PROVIDING A MORE COMPREHENSIVE ANALYSIS
COMPARED TO THE BCG MATRIX'S FOCUS ON MARKET SHARE AND GROWTH RATE.

\WHAT STRATEGIC ACTIONS SHOULD AN ORGANIZATION TAKE FOR SBUS CLASSIFIED AS
HIGH INDUSTRY ATTRACTIVENESS BUT LOW BUSINESS STRENGTH?

ORGANIZATIONS SHOULD CONSIDER INVESTING IN STRENGTHENING THE SBU THROUGH RESOURCE ALLOCATION, STRATEGIC
PARTNERSHIPS, OR RESTRUCTURING TO IMPROVE ITS COMPETITIVE POSITION BEFORE FULLY PURSUING AGGRESSIVE GROWTH
STRATEGIES.

ACCORDING TO THE GE PorTFOLIO MODEL , WHAT SHOULD BE THE APPROACH FOR
SBUS FALLING INTO LOW INDUSTRY ATTRACTIVENESS AND LOW BUSINESS STRENGTH?

SucH SBUs ARE TYPICALLY CANDIDATES FOR DIVESTITURE, HARVEST, OR MINIMAL INVESTMENT, AS THEY ARE UNLIKELY TO
GENERATE SIGNIFICANT VALUE OR GROWTH.

\WHAT ROLE DOES THE GE PORTFOLIO MODEL PLAY IN DETERMINING AN ORGANIZATION'S
RESOURCE ALLOCATION?

[T HELPS PRIORITIZE INVESTMENT AND RESOURCE DISTRIBUTION ACROSS DIFFERENT SBUS BASED ON THEIR INDUSTRY
ATTRACTIVENESS AND COMPETITIVE STRENGTH, ENSURING OPTIMAL UTILIZATION OF ORGANIZATIONAL RESOURCES.

How CAN AN ORGANIZATION USE THE GE PORTFOLIO MODEL TO DEVELOP LONG-TERM
STRATEGIC PLANS?

BY ANALYZING THE POSITION OF EACH SBU WITHIN THE MATRIX, ORGANIZATIONS CAN IDENTIFY WHICH UNITS TO GROW,
MAINTAIN, HARVEST, OR DIVEST, ENABLING INFORMED LONG~TERM STRATEGIC DECISION-MAKING.

\WHAT ARE SOME LIMITATIONS OF THE GE PORTFOLIO MODEL THAT ORGANIZATIONS
SHOULD CONSIDER?
LIMITATIONS INCLUDE THE SUBJECTIVITY IN ASSESSING INDUSTRY ATTRACTIVENESS AND BUSINESS STRENGTH, POTENTIAL

OVERSIMPLIFICATION OF COMPLEX MARKET DYNAMICS, AND THE NEED FOR REGULAR UPDATES TO REFLECT CHANGING EXTERNAL
CONDITIONS.



ADDITIONAL RESOURCES

ACCORDING To THe GENERAL ELECTRIC PorTFOLIO MoDEL, WHAT SHouLD AN ORGANIZATION Do W/ITH ITs STRATEGIC
Business UNiTs?

IN THE COMPLEX LANDSCAPE OF CORPORATE MANAGEMENT, MAKING INFORMED DECISIONS ABOUT RESOURCE ALLOCATION,
INVESTMENT, AND STRATEGIC FOCUS IS PARAMOUNT. THe GENERAL ELECTRIC PORTFOLIO MODEL SERVES AS A POWERFUL TOOL
TO AID ORGANIZATIONS IN THIS ENDEAVOR. BY PROVIDING A STRUCTURED APPROACH TO EVALUATE THEIR VARIOUS STRATEGIC
BUSINESS UNITS (SBUS), ORGANIZATIONS CAN DETERMINE THE MOST APPROPRIATE ACTIONS— WHETHER TO INVEST, HOLD,
HARVEST, OR DIVEST—TO OPTIMIZE OVERALL CORPORATE PERFORMANCE. UNDERSTANDING WHAT TO DO WITH EACH SBU
ACCORDING TO THIS MODEL IS ESSENTIAL FOR MAINTAINING COMPETITIVE ADVANTAGE AND ENSURING LONG-TERM GROW TH.

INTRODUCTION TO THE GENERAL ELECTRIC PORTFOLIO MODEL

THe GENeRAL ELECTRIC PorTFOLIO MoDEL (OFTEN CALLED THE GE/MCKINSEY MATRIX) IS A STRATEGIC FRAMEWORK THAT
HELPS ORGANIZATIONS ANALYZE THEIR PORTFOLIO OF SBUS BASED ON TWO CRITICAL DIMENSIONS: INDUSTRY ATTRACTIVENESS
AND BUSINESS STRENGTH. UNLIKE SIMPLER MODELS, IT OFFERS A NUANCED, MULTIDIMENSIONAL VIEW THAT GUIDES STRATEGIC
DECISION-MAKING ACROSS MULTIPLE UNITS AND MARKETS.

THIS MODEL WAS DEVELOPED BY GENERAL ELECTRIC IN COLLABORATION WITH McKINSEY § CoMPANY IN THE 1970s, AIMING
TO UNDERSTAND HOW DIFFERENT BUSINESS UNITS CONTRIBUTE TO OVERALL CORPORATE SUCCESS. |IT EVOLVED FROM THE BCG
GROWTH-SHARE MATRIX BUT OFFERS A MORE SOPHISTICATED AND DETAILED APPROACH, CONSIDERING MULTIPLE FACTORS
RATHER THAN JUST MARKET SHARE AND GROWTH RATE.

THE Two Key DIMENSIONS

1. INDUSTRY ATTRACTIVENESS:

THIS DIMENSION ASSESSES THE EXTERNAL ENVIRONMENT OF THE SBU, CONSIDERING FACTORS SUCH AS MARKET GROWTH RATE,
PROFITABILITY, COMPETITIVE INTENSITY, TECHNOLOGICAL CHANGES, AND REGULATORY ENVIRONMENT. THE HIGHER THE INDUSTRY
ATTRACTIVENESS, THE MORE PROMISING THE MARKET OPPORTUNITY.

2. Business STRENGTH (COMPETITIVE POSITION):

THIS MEASURES THE INTERNAL CAPABILITIES OF THE ORGANIZATION WITHIN THAT INDUSTRY, INCLUDING MARKET SHARE, BRAND
REPUTATION, TECHNOLOGICAL EXPERTISE, COST STRUCTURE, AND DISTRIBUTION CHANNELS. STRONGER BUSINESS UNITS HAVE A
COMPETITIVE ADVANTAGE WITHIN THEIR INDUSTRY.

THe PorTFoLIO GRID
THe GE/MCKINSEY MATRIX DIVIDES THE PORTFOLIO INTO NINE CELLS ACROSS A 3X3 GRID:

- HiGH INDUSTRY ATTRACTIVENESS + STRONG BUSINESS PoSITION:
ToP-RIGHT QUADRANT (GrOW/INVEST)

- HIGH INDUSTRY ATTRACTIVENESS + MEDIUM BUSINESS PoSsITION:
MIDDLE-RIGHT QUADRANT (SELECTIVELY INVEST)

- HIGH INDUSTRY ATTRACTIVENESS + WEAK BUSINESS POSITION:
BoTTOM-RIGHT QUADRANT (HARVEST/SELECTIVE STRATEGY)

- MEDIUM INDUSTRY ATTRACTIVENESS + STRONG BUSINESS PoOSITION:
MiDDLE-CENTER (MAINTAIN/ SELECTIVE INVESTMENT)

- MeDIUM INDUSTRY ATTRACTIVENESS + MEDIUM BUSINESS PosITION:
CenTer (HoLD/SELECTIVE INVESTMENT)

- MEDIUM INDUSTRY ATTRACTIVENESS + WEAK BUSINESS PosITION:
MiooLe-LErT (DIVEST/HARVEST)



- Low INDUSTRY ATTRACTIVENESS + STRONG BUSINESS PosITION:
Top-LerT (MAINTAIN/HARVEST)

- Low INDUSTRY ATTRACTIVENESS + MEDIUM BUSINESS POSITION:
MipoLE-LEFT (DIVEST OrR HARVEST)

- Low INDUSTRY ATTRACTIVENESS + WEAK BUSINESS POSITION:
BoTToM-LerT (DIVEST OR EXIT)

STRATEGIC RECOMMENDATIONS BASED ON PorTFOLIO POSITION

THE CORE QUESTION: WHAT SHOULD AN ORGANIZATION DO WITH ITS STRATEGIC BUSINESS UNITS ACCORDING TO THE GENERAL
ELECTRIC PORTFOLIO MODEL? THE ANSWER HINGES ON THE POSITION OF EACH SBU WITHIN THIS GRID. HERE'S HOW
ORGANIZATIONS TYPICALLY PROCEED:

1. INnvesT anD Grow (HoLbD or BUILD STRATEGY)

W/HEN AN SBU IS IN A HIGHLY ATTRACTIVE INDUSTRY AND HAS A STRONG COMPETITIVE POSITION (TOP‘RIGHT CELL), THE
ORGANIZATION SHOULD:

- INCREASE INVESTMENT:
ALLOCATE ADDITIONAL RESOURCES TO EXPAND MARKET SHARE, DEVELOP NEW PRODUCTS, OR ENTER NEW MARKETS.

- FOCUS ON GROWTH INITIATIVES:
PrIORITIZE R'?rD, MARKETING, AND CAPACITY EXPANSION TO CAPITALIZE ON MARKET OPPORTUNITIES.

- LEVERAGE COMPETITIVE ADVANTAGES:
USE BRAND STRENGTH, DISTRIBUTION CHANNELS, AND TECHNOLOGICAL LEADERSHIP TO CONSOLIDATE MARKET DOMINANCE.

KEY ACTIONS INCLUDE:

- CAPITAL EXPENDITURE FOR EXPANSION

- STRATEGIC PARTNERSHIPS OR ACQUISITIONS
- INNOVATION TO SUSTAIN COMPETITIVE EDGE

ExXAMPLE:
A LEADING TECHNOLOGY FIRM WITH A STRONG PRESENCE IN A RAPIDLY GROWING CLOUD COMPUTING INDUSTRY SHOULD
CONTINUE INVESTING HEAVILY TO CAPTURE EMERGING OPPORTUNITIES.

2. SELECTIVE INVESTMENT AND POSITIONING

W/HEN AN SBU IS IN A MEDIUM ATTRACTIVENESS INDUSTRY BUT HAS A MEDIUM OR STRONG POSITION (CENTER OR MIDDLE-RIGHT
CELLS)/ THE ORGANIZATION SHOULD:

- PRIORITIZE SELECTIVE INVESTMENTS:
INVEST WHERE THERE IS POTENTIAL FOR GROWTH OR IMPROVEMENT, BUT AVOID OVERCOMMITTING RESOURCES.

- MAINTAIN COMPETITIVE STRENGTH:
FOCUS ON MAINTAINING CURRENT MARKET SHARE THROUGH EFFICIENCY AND CUSTOMER RETENTION.

- MONITOR INDUSTRY DYNAMICS CLOSELY:
BE PREPARED TO REALLOCATE RESOURCES IF INDUSTRY ATTRACTIVENESS IMPROVES OR DECLINES.

KEY ACTIONS INCLUDE:
- T ARGETED MARKETING CAMPAIGNS
- PROCESS IMPROVEMENTS TO REDUCE COSTS



- STRATEGIC ALLIANCES FOR NICHE DOMINANCE

ExXAMPLE:
A CONSUMER ELECTRONICS FIRM WITH MODERATE MARKET GROWTH AND A SOLID BRAND MAY FOCUS ON PRODUCT UPGRADES OR
NEW FEATURES TO SUSTAIN ITS POSITION.

3. HARVEST or MAXIMIzE CASH FLowS

W/HEN AN SBU IS IN A HIGHLY ATTRACTIVE INDUSTRY BUT HAS A WEAK OR MEDIUM POSITION (BOTTOM'RIGHT OR CENTER-LEFT
CELLS), THE RECOMMENDED APPROACH IS!:

- IMPLEMENT A HARVESTING STRATEGY:
MAXIMIZE SHORT-TERM CASH FLOWS WITH MINIMAL INVESTMENT, ESPECIALLY IF GROWTH PROSPECTS ARE LIMITED.

- SELECTIVE INVESTMENT FOR REPOSITIONING:
CONSIDER TARGETED INVESTMENTS TO IMPROVE COMPETITIVE STANDING, BUT ONLY IF THE POTENTIAL RETURNS JUSTIFY IT.

- DECIDE ON DIVESTMENT IF NECESSARY:
IF THE UNIT CANNOT BE TURNED AROUND, DIVEST TO FREE UP RESOURCES FOR MORE PROMISING AREAS.

KEY ACTIONS INCLUDE:

- REDUCING OPERATIONAL COSTS

- FOCUSING ON PROFITABLE SEGMENTS

- SELLING OR PHASING OUT UNDERPERFORMING UNITS

ExXAMPLE:
A MATURE MANUFACTURING PLANT IN A GROWING INDUSTRY BUT WITH DECLINING MARKET SHARE MIGHT BE MAINTAINED FOR
CASH FLOW, OR SOLD IF TURNAROUND SEEMS UNLIKELY.

4. DivesT, ExIT, or HARVEST IN Low ATTRACTIVENESS MARKETS

W/HEN AN SBU OPERATES IN A LOW INDUSTRY ATTRACTIVENESS ENVIRONMENT, REGARDLESS OF ITS INTERNAL STRENGTH (TOP‘
LEFT, MIDDLE-LEFT, OR BOTTOM-LEFT CELLS), THE ORGANIZATION SHOULD:

- DIVEST OR EXIT IF PROSPECTS ARE POOR:
REMOVE RESOURCES AND FOCUS ON MORE PROMISING AREAS.

- HARVEST IF SOME CASH FLOW IS STILL ACHIEVABLE:
MiNIMIZE INVESTMENT, MAXIMIZE SHORT-TERM RETURNS, AND GRADUALLY PHASE OUT THE UNIT.

- REPOSITION IF POSSIBLE:
EXPLORE NICHE MARKETS OR ALTERNATIVE STRATEGIES TO FIND NEW AVENUES OF VALUE.

KEY ACTIONS INCLUDE:

- SELLING OFF THE BUSINESS UNIT

- LICENSING OR LICENSING-OUT ASSETS

- GRADUALLY PHASING OUT OPERATIONS

ExXAMPLE:

A DECLINING DIVISION IN A SHRINKING INDUSTRY MAY BE SOLD TO A COMPETITOR OR SHUT DOWN, REDIRECTING FOCUS TO MORE
ATTRACTIVE SEGMENTS.

PRACTICAL STEPS FOR IMPLEMENTING THE GE PORTFOLIO STRATEGY



1. Assess EacH SBU:
USE INDUSTRY ANALYSIS AND INTERNAL AUDITS TO RATE INDUSTRY ATTRACTIVENESS AND BUSINESS STRENGTH.

2. MaAP THE PorTFoLIO:
PLACE EACH SBU WITHIN THE MATRIX TO VISUALIZE THEIR STRATEGIC POSITIONS.

3. DEVELOP ACTION PLANS:
TAILOR STRATEGIES—INVEST, HOLD, HARVEST, OR DIVEST—BASED ON EACH UNIT’S POSITION.

4. ALLOCATE RESOURCES:
PRIORITIZE INVESTMENTS IN UNITS WITH HIGH POTENTIAL, AND CONSIDER DIVESTMENTS FOR LOW-POTENTIAL UNITS.

5. MoNITOR AND REVIEW:
CONTINUOUSLY EVALUATE INDUSTRY CONDITIONS AND COMPETITIVE POSITIONS, ADJUSTING STRATEGIES AS NEEDED.

LIMITATIONS AND CONSIDERATIONS
WHILE THE GE PORTFOLIO MODEL PROVIDES VALUABLE GUIDANCE, ORGANIZATIONS SHOULD ALSO CONSIDER:

- QUALITATIVE FACTORS:
CUSTOMER LOYALTY, TECHNOLOGICAL TRENDS, AND REGULATORY ENVIRONMENT THAT MAY NOT BE FULLY CAPTURED.

- DYNAMIC MARKETS:
THE MODEL ASSUMES RELATIVELY STABLE INDUSTRY ATTRACTIVENESS, BUT MARKETS CAN CHANGE RAPIDLY.

- Resource CONSTRAINTS:
LIMITED CAPITAL AND MANAGERIAL CAPACITY MAY INFLUENCE STRATEGIC CHOICES.

- SYNERGIES:
INTER-UNIT SYNERGIES OR SHARED RESOURCES CAN AFFECT STRATEGIC DECISIONS BEYOND INDIVIDUAL SBU EVALUATIONS.

CoNCLUSION

ACCORDING To THE GENERAL ELECTRIC PORTFOLIO MODEL, WHAT SHOULD AN ORGANIZATION DO WITH ITS STRATEGIC
BUSINESS UNITS? THE ANSWER DEPENDS ON EACH UNIT’S POSITION WITHIN THE PORTFOLIO GRID. UNITS IN ATTRACTIVE
INDUSTRIES WITH STRONG COMPETITIVE POSITIONS SHOULD BE PRIORITIZED FOR INVESTMENT AND GROWTH. THOSE IN LESS
ATTRACTIVE MARKETS OR WITH WEAKER POSITIONS MAY REQUIRE SELECTIVE INVESTMENT, HARVESTING, OR DIVESTMENT. BY
SYSTEMATICALLY ANALYZING EACH SBU AND ALIGNING STRATEGIC ACTIONS ACCORDINGLY, ORGANIZATIONS CAN OPTIMIZE
THEIR PORTFOLIO, MAXIMIZE RETURNS, AND SUSTAIN COMPETITIVE ADVANTAGE.

IMPLEMENTING THIS APPROACH DEMANDS ONGOING ASSESSMENT, FLEXIBILITY, AND A CLEAR UNDERSTANDING OF MARKET

DYNAMICS. W/HEN EXECUTED THOUGHTFULLY, THE GE PorTFOLIO MODEL BECOMES AN INVALUABLE TOOL FOR STRATEGIC
DECISION-MAKING, GUIDING ORGANIZATIONS TOWARD SUSTAINABLE SUCCESS IN AN EVER-CHANGING BUSINESS ENVIRONMENT.
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