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Entry barriers

Entry barriers are economic, strategic, and emotional factors that keep
companies from entering a business even though they might earn high or

adequate returns on investments

Exit barriers

Exit barriers are economic, strategic, and emotional factors that keep companies
competing in a business even though they might earn low or even negative

returns on investments

eldentify current entry barriers eldentify exit barriers

*Develop actions to change situation

|ldentify exit barrier
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(Structural barriers)

(Behavioral barriers)

7

Economies of scale

Product differentiation

Capital requirements

Access to
distribution channels
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Switching costs (

Cost disadvantages ‘ ( , ), /
independent of scale :

Government policy
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History

Incumbents have
Significant sunk costs*

Threats of aggressive
response from incumbent

Slow industry growth

sunk costs( ) : non-recoverable costs
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Specialized assets

Assets highly specialized to the particular business or location have
low liquidation values or high costs of transfer or conversion

Fixed cost of exit

These include labor agreements, resettlement costs, maintaining capabilities for
spare parts, and so on.

Strategic interrelationships

Interrelationships between the exiting business unit and other business units in

the company in terms of image, marketing ability, access to financial markets,
shared facilities, and so on.

Emotional barriers

Management’s unwillingness to make economically justified exit decisions

caused by identification with the particular business, loyalty to employees, fear
for one’s own career, pride, and other reasons.

These restrictions involve government denial or discouragement of exit out of
Concern for job loss and regional economic effects.
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— The most attractive segment
>

High, stable High, risky
returns returns
L ocal .
Low, stable Low, risky
returns returns
PC




