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SYSTEM DYNAMICS AND BCG

One of the methods used in strategic planing to guide the allocation of investment in multibusiness firms is the
BCG, see for instance Hax, Majluff (1984); the portfolio management process of the Boston Consulting Group.
In the BCG method the growth-share matrix plots the different strategic business units o

When data of the market is not available, then a matrix of Growth.Vs.Cash_Flow serves the purpose of
classifying the different business units.
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Figure 14. The Growth- liquidity matrix of the Boston Consulting Group.

Merten, Reiner Wiedman (1987) presented a System Dynamic model that enhances the BCG methodology, in fact,
their work corrects some of the drawbacks found by considering the competitors-and the general economic
conditions. They have shown that BCG can be misleading under depression, and under certain reactions of
competitors. System Dynamic model incorporates the feedback’s between the firm, its competitors, and the
general economic conditions. Therefore, System Dynamic improves portfolio management. ‘
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CONCLUSION

System Dynamics is a fundamental discipline to design strategies. Recent evaluations, leaded by Peter Senge and
his Fifth Discipline, opens the doors of corporate headquarters to System Dynamics. The introduction of
archetypes has focused structure rather than parameter manipulation, as emphasized by games. However, some
caution is necessary, to improve strategy formulation.

" Besides, adding the flows preservation enriches the archetypes.  The idea is not to sacrifice the simplicity of the
archetype, but to enhance the manager learning by incorporating rates_to_flows diagram. The vision of material
flows makes the logistic. The vision of information flows makes the intelligence. Loglstw and intelligence
comprises strategy. They are both bases of the fifth drsc:plme :
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