
FIGHTING PORTFOLIO COMPLEXITY

Allocating resources wisely is one of 
the most difficult tasks for executives. 
As the competition attacks their core 
markets ever more aggressively and growth  
becomes elusive, companies often 
respond by placing bets on a wide range  
of potential opportunities. This scatter- 
shot approach may be misguided. 

Analysis of data from 53 consumer-
packaged-goods (CPG) companies over  
the period between 2010 and 2014 showed  
that players typically manage hundreds 
or even thousands of business “cells”—
specific combinations of products and 
geographies, such as facial moisturizers 
in South Korea or breakfast cereals in 
Germany. When we divided companies 
into quartiles based on revenue growth, 
the drawbacks of such complexity 
became apparent (exhibit). For while top 
players obtained about 75 percent of  
their revenue growth from only 13 percent 
of their business cells, companies in  
the bottom quartile required 33 percent  
of their cells to generate the same per- 
formance. Companies, it seems, can win 
big by concentrating their efforts on a 
small number of promising opportunities 
rather than dispersing their time and 
resources among many.

We also found that the highest-growth 
CPG companies reallocate their resources  
with greater agility than the rest, rapidly 
moving investments by both product 
category and geography as new oppor- 
tunities emerge. These high performers 
achieved average annual revenue growth 
of 6 percent between 2007 and 2014, 
compared with 5 percent growth for com- 
panies that made only geographic  
shifts, and 4 percent growth for those that  
roughly maintained their traditional port- 
folio positions. To become more agile, com- 
panies should adapt their operational  
and organizational models. One way to 
do this is to decentralize decision making, 
giving individual country leaders the 
authority to reallocate resources or set 
growth targets.

Many consumer-packaged-goods companies are placing too many bets. 
Greater simplicity and agility increase the odds of higher performance.  
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Exhibit 

Top-performing companies derive most of their revenue growth from a 
smaller percentage of cells.
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2010–14 revenue growth patterns1

Total revenue 
growth3

2nd quartile

3rd quartile

Bottom quartile

3/4 of revenue growth 1/4 of revenue growth

Percentage of cells2 responsible for

Top quartile

9%

10%

8%

4%

17 83

22 78

33 67

13 87

1 Sample of 53 consumer-packaged-goods companies.
2 Cells are specific combinations of products and geographies (eg, facial moisturizers in South Korea); number of cells in the 

companies studied range from hundreds to thousands.
3 Excluding currency eects; figures are rounded.

Source: Euromonitor; McKinsey analysis


