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Abstract

This thesis rigorously examines the internationalization journey of MotorCar Services
Consulting Iberia. It initiates with comprehensive literature reviews on five key
internationalization topics. Subsequently, it assesses MCC Iberia's domestic market position
and conducts a meticulous international market selection process. Utilizing quantitative
analysis, countries are ranked and clustered to identify prime expansion markets. Detailed in-
depth market analyses follow for potential markets, informing tailored entry strategies,
particularly focusing on the United States. Additionally, region-specific marketing plans and
financial forecasts were created to ensure strategic decision-making and optimal outcomes for

MCC Iberia's global expansion.

Keywords: Consulting, International Business, FDI, International market selection, Services,

B2B, Market Entry Strategy, Internationalization.
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1. Introduction

Globalization has sparked significant transformations in the business landscape, fostering a
surge in international business activities characterized by the exchange of goods, services,
technology, and intellectual capital across national borders. This surge coincides with the
phenomenon of globalization of markets (Cavusgil, Knight, et al. 2014). As globalization
continues to unfold, it has facilitated the worldwide exchange of cultures and spurred the
establishment of manufacturing hubs across diverse countries. This approach treats the global
landscape as a cohesive entity, wherein components are sourced from one country, products are
assembled in another, and then marketed elsewhere (C. Hill 2008). In today's increasingly
interconnected and competitive global economy, SMEs have increased their participation in
international markets as a critical avenue for sustained growth and competitiveness (Morais and
Ferreira 2020). This thesis aims to uncover opportunities in international markets and outline
the most effective strategies for MotorCar Services Consulting Iberia (MCC lberia/MCC) to
leverage them.

To initiate this project, a comprehensive examination was conducted to assess the current
standing of MCC Iberia within its domestic market, considering both internal dynamics and
external factors. Subsequently, an extensive international market selection phase was
undertaken, which involved quantitative analysis of data from potential markets, culminating
in a ranking of countries and a clustering analysis. Employing this integrated approach enabled
the identification of top-performing markets for further exploration, leading to an in-depth
analysis of each potential market's viability for expansion. Through this analysis, we gained
insights into where MCC lIberia's services could thrive most, selecting the target market for its
expansion, The United States. Subsequent analysis aimed to pinpoint the optimal entry strategy

for the chosen market. This involved crafting a targeted marketing plan tailored to the region



and conducting financial forecasts to gauge the feasibility and potential results of expansion

endeavours.
2. Literature reviews

2.1 International entry mode selection — Andrea Cireddu (57549)

Defining the most appropriate entry mode in a foreign market is a crucial strategic challenge
which firms encounter while attempting to internationalize their products, services, human or
other resources (Divrik 2023). In fact, this decision constitutes a key factor in foreign operations
success such that it has been defined a “frontier issue” in international marketing (Wind and
Perlmutter 1977). However, the literature does not encourage any specific entry mode which
maximises return on investment for a given level of risk, meaning that to obtain long-term
efficiency from foreign expansion, several factors should be taken into consideration. As a
matter of fact, Davidson analyses the leading role which control plays in determining the future
of an international enterprise, focusing on the ability and willingness of a firm to influence
decisions, systems, and methods in foreign markets (Davidson 1982). This work argues that
through higher control, an organization can closely coordinate actions, streamline, and revise
strategies or avoid conflicts of interest which may arise, thus increasing the possibility of
obtaining higher returns such as through a wholly owned subsidiary. Nevertheless, control
brings about a series of risks since this is linked with higher commitment of resources, switching
costs and exposure to foreign environment uncertainties (Canabal and White 111 2008).
Therefore, firms may decide to trade different control levels to reduce the overall risk related
to expanding internationally by engaging in low commitment strategies such as exporting which
guarantee additional flexibility in terms of quickly changing systems and methods in a lesser-
known market (Holton 1971). Another relevant approach is represented by Transaction Cost
Economics (TCE) which has been widely applied to internationalization since it provides a

solid foundation to determine entry mode decisions (Zhao, Luo and Suh 2004). This theory is



built on two main assumptions: bounded rationality, which limits individual decision-making,
and opportunism whereby parties behave according to their own interests (Williamson 1975).
Anderson and Gatignon’s work presents an analysis of 17 different entry modes clustered
according to the respective control level exerted in each one, by testing propositions related to
transaction-specific assets, interaction, internal uncertainty and free-riding potential. These
found that the ultimate entry mode selection stems from a function of the trade-off between
control and the required cost of resource commitment (Anderson and Gatignon 1986). In
addition, according to (Brouthers and Nakos 2004) the SMEs which adopted transaction cost-
predicted entry mode choices registered a superior financial and non-financial performance in
the foreign market. It is important to note that the application of TCE is limited to firms which
are not constrained in terms of resources, as for young companies such as start-ups this method
fails to offer a suitable indication of the most effective entry choice (Burgel and Murray 2000).
Although the studies applying TCE to entry mode selection are based on extensive quantitative
methods that apply variable regressions to analyse the impact of more variables (Seggie 2012),
low consideration is attributed to how the entry mode decision is made. To further elaborate on
this, Dunning introduced the concept of “eclectic paradigm” through which a comprehensive
framework analyses the factors influencing the preliminary foreign expansion by firms and the
consequent growth of their overseas operations. This is represented by the OLI Paradigm which
encompasses three main determinants in analyzing the attractiveness of FDI: Ownership,
Location, and Internationalization. Dunning argues that a strong ownership advantage over
foreign competitors (in terms of proprietary technology, management expertise or brand
recognition) allows the firm to consider an internationalization project. The optimal entry mode
is then derived by a combination of the location advantage (how attractive the host country is)
and the internalization advantage (the degree of vertical integration to control overseas

activities) (J. H. Dunning 1988). Another related work is provided by Hill et al. through the



“eclectic theory of the choice of international entry mode”. The authors found that the entry
mode selection is affected by a series of factors (including transaction-specific variables, firm-
specific, country-specific variables) and that a sustainable balance among risk management,
flexibility and strategic implications must be guaranteed to enhance success in foreign markets
(Hill, Hwang and Kim 1990). Another relevant contribution to the classification and choice of
different entry modes has been brought forward by “The hierarchical model of market entry
modes” (Pan and Tse 2000). This study distinguishes the choice of entry modes in 2 main
categories: non-equity modes (categorised among contractual agreements and exports) and
equity modes (represented by equity join ventures and wholly owned subsidiaries) suggesting
that there exists a hierarchical model of entry modes based on the level of commitment and
control which the firm exerts. Firstly, in the contractual agreement side, strategic alliances can
be found which especially in the case of Manufacturing Multinational Enterprises (MMNES),
can highly contribute to product-service innovation together with centralised expertise decision
(F. Vendrell-Herrero, E. Gomes, et al. 2018). However, in the case of exports, it is relevant to
understand that firms operating in more developed home markets will experience a greater
effect of productivity on export propensity (self-selection) while ventures located in less
developed home markets will observe higher productivity gains as a result of foreign market
entry (learning-by-exporting) (Vendrell-Herrero, Darko, et al. 2022). Further research shows
that R&D investments enhance the impact of export activity on productivity, while foreign
ownership carries a negative moderating role on the latter (Sousa, Yan and Gomes 2021). On
the equity side, although adopting joint ventures as an entry mode allows to pool commercial
resources to enter new markets (Kogut 1988), cross-cultural differences may pose several
threats to achieving procedural and interactional justice during the alliance (Gomes, Cohen and
Mellahi 2011). Lastly, from the wholly owned subsidiaries, acquisitions allow firms to acquire

equity control in target companies. This transition often fails as a result of several factors which



range from poor strategic rationale to communication difficulties (Gadiesh and Ormiston 2002),
hence research shows that firms should leverage on interrelationships between pre and post-
acquisition critical success factors to enhance organizational performance (Gomes, Angwin, et
al. 2012).

In conclusion, the literature on entry mode selection presents a vast range of studies which
through a wide combination of theoretical frameworks and extensive empirical analysis attempt
to add value and depth towards a clearer comprehension of this complex decision-making
process. These findings provide that the roadmap to international success is highly dynamic and
requires high levels of adaptability and flexibility by firms wishing to expand beyond domestic
borders.

3. Research methods

To execute this project and establish a constructive relationship with MCC Iberia, we conducted
a comprehensive analysis of both primary and secondary data. This data analysis played a
pivotal role in comprehending and scrutinizing the company’s position, market dynamics, and
the optimal process for the market selection process and entry mode strategy.

For the acquisition of primary data, we employed several tools. Initially, multiple meetings with
the liaison person at MCC lberia, Patricia Reis, and the team, Jorge Valverde and Nasimeh
Tashakori were held. The first introductory meeting provided initial insights into the company’s
business model, history, current position, and structure. Following the kick-off, bi-monthly
meetings were scheduled, proving fundamental for gaining deeper insights, discussing crucial
topics, monitoring project progress, and obtaining essential primary information about the
company. Additionally, the company’s intranet was accessed and frequent contact with the
team to collect relevant company information, mainly to conduct internal and external analyses

was maintained. Extra meetings were provided by the team with specialists from diverse areas



to help with the analysis, mainly Patrick Magalhaes, the head of the MCC Iberia and Isabel
Correia, MCC Iberia Key Account Management.

Moreover, secondary data was analyzed for this project, drawing from business articles,
academic journals, and books primarily sourced from reputable outlets such as The Harvard
Business Review, NOVA SBE library’s resources, and key bibliometric databases such as
Google Scholar. Supplementary secondary data regarding market and industry information was
gathered from platforms including Statista, The World Bank, Orbis, Our World In Data, The
Heritage Foundation, and other valuable databases. Orbis played a pivotal role in conducting
thorough financial analysis and generating forecasts. To carry out further analysis related to
country clustering and country ranking, two software and data analysis tools were used, namely
Excel and SPSS, essential for identifying potential markets in the internationalization process
of MCC Iberia.

4. Strategic analysis of the company situation

4.1 Firm Overview and Project Background

4.1.1 Profile and Management

MotorCar Services (MCS) is a wholly-owned subsidiary of the MotorCar Group (MC Group)
that provides essential support services to all brands and businesses within the Group.
Specifically, it offers interdisciplinary and comprehensive services across the entire automotive
industry value chain. These services include four main sectors, technology, business operations,
logistics, and commercial services, which are exclusively provided to the MC Group
companies. Operating across multiple European locations, including Germany, Spain, Portugal,
Slovakia, Hungary, Czech Republic and Poland, the firm boasts a workforce of approximately

13,100 skilled professionals.



Figure 1 - Current Locations Building on its European success, MCS
v expanded its reach in 2023 by venturing into
South America and establishing its inaugural
’ headquarters in Brazil (see Figure 1). This
strategic expansion underscores the company's
commitment to global growth and highlights its position as a leading consultancy firm within
the automotive industry. Moreover, the rebranding from Auto Vision to MCS, in 2018, reflects
the company’s alignment with the goals and values of MC Group. As it continues to innovate
and adapt to the evolving needs of the automotive landscape, MCS remains steadfast in its
mission to deliver excellence and drive sustainable success across all facets of the MC Group's
operations.
Among the different departments of MCS, MCC lberia is the consulting business unit (BU)
within the Group, offering specialized expertise and tailored solutions to enhance operational
efficiency, strategic decision-making, and sustainable growth. With a deep understanding of
MC Group's values, processes, and challenges, the team comprises experienced consultants and
collaborates closely with clients to identify opportunities, mitigate risks, and drive innovation
across various business functions. From optimizing supply chain management to implementing
digital transformation initiatives, MCC lberia is committed to delivering measurable results and

fostering long-term success for their clients in an ever-evolving market landscape.

4.1.2 Business portfolio
As mentioned above, the business portfolio of MCS consists of a wide range of services.
Specifically, within the business operations services, MCC lberia operates as the internal

consulting department whose objective is to provide support in the overall functioning of the



organization and effective operationalization of existing strategies within the MC Group. More
particularly, consulting services focus on|six key areas of expertise (see Figure 2).

Figure 2 - Services Portfolio, Areas of expertise  Firstly, project management consulting provides
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addressing specific project challenges. This involves the adoption of both standard and agile

2 =L support in  monitoring
COMPLEXITY &

complex projects within

the MC Group and

project methodologies to foster efficiency throughout project execution. Additionally, the
Project Management Office (PMO) offers advice in implementing and maintaining project
management standards, including coordination, planning, documentation, and continuous
monitoring of the project activities. Process management consulting services assist clients in
the design and optimization of their business processes, identifying potential savings and
ensuring transparent value chains. Requirements Management supports the success of IT
projects across all of MC Group’s brands and locations, including requirements management,
test management and quality management. This office focuses on aligning all stakeholders’
expectations throughout the project duration and preventing costly post-implementation
adjustments. IT consulting focuses on process automation and digitalisation, assisting with the
development of new automation solutions, such as robotic process automation (RPA).
Complexity & Organizational consulting assists the MC Group and its subsidiaries in achieving
objectives through strategy implementation, organizational development, and change
management. In specific, it manages complex projects, increases the efficiency of
organizational structure, and supports strategic initiatives. Lastly, the sustainability consulting
team promotes sustainable business practices, including sustainability reporting, ESG risk

management, stakeholder engagement, circular economy initiatives, and energy management.



4.1.3 Operations, Positioning and Strategy

Analysing MC Group's strategies is crucial to understand its direction and values. This macro-
level view helps identify how subsidiaries such as MCC Iberia align with the MC Group's goals.
It provides a holistic view of the organization and helps identify areas where subsidiaries adapt
strategies while staying in line with the Group's vision.

The "Together 2025+" transformation initiative, launched in 2016 and enhanced in 2019,
reflects MotorCar Group's goal to become more efficient, innovative, and customer-centric
while ensuring profitable growth. This transformation involves being an excellent employer,
prioritizing environment, safety, and integrity, ensuring competitiveness and customer
satisfaction, and fostering long-term profitable growth. To support this transformation, MC
Group introduced the NAVIGATOR strategic framework, which focuses on enhancing brand
equity through customer segmentation, portfolio optimization, and targeted product design.
They are also committed to leadership in e-mobility and sustainable practices, investing heavily
in electrification, digitalization, and mobility solutions through initiatives like "NEW AUTQ".
Additionally, the "ACCELERATE FORWARD, Road to 6.5%" performance program aims to
boost efficiency and profitability.

Moreover, in line with the Paris Agreement, MC Group is committed to carbon neutrality by
2050, emphasizing ESG principles, decarbonization, and regional strategies. They aspire to
become more sustainable, trustworthy, transparent, and efficiently managed, enhancing brand
equity and investment appeal.

The consulting division of MCS operates within the Group’s boundaries, providing support and
following its strategies. One of the core strategies of this division is to act with integrity,
aligning with the MC Group's "Together 2025+" strategy. Moreover, the consulting department
follows the "Together4Integrity” program (T41), which aims to increase transparency, mitigate

risks, and promote responsibility and steadfastness. T4l is executed in conjunction with the MC

10



Group Essentials, and according to Martin Fabish, Head of Legal, Risk Management &
Compliance of MCS, "Integrity is a competitive advantage", being a central element of MCS'
business strategy (MotorCar Services GmbH 2024; MotorCar 2023). Moreover, the division's
strategic focus is on the MC Group, positioning itself as an "experienced and competent service
partner in and around the MC Group".

When examining MCC lberia's strategic approach, it can be concluded that the company adopts
a differentiation strategy. This means that the division provides unique value propositions that
are perceived as distinct from those offered by competitors, establishing a basis for competitive
advantage. MCC Iberia differentiates itself by emphasizing attributes such as high flexibility,
assured security of proprietary knowledge, and continuity led through collaborative
partnerships, rather than competing solely on price.

This differentiation strategy enables the company to establish a unique market position without
engaging in price-based competition. Their commitment to safeguarding sensitive knowledge
and building long-term partnerships with clients reinforces their status as a trustworthy partner
capable of delivering tailored solutions. Furthermore, the division demonstrates its
differentiation through its long-term project commitments and engagement in joint
development opportunities. By fostering sustained partnerships and collaborative initiatives
with clients, the business unit ensures continuity beyond individual transactions, which
strengthens its market presence and enhances client trust.

In addition, MCC lberia adheres to compliance standards mandated by the MC Group,
including rigorous protocols for data protection and integrity initiatives such as T4l, fortifying
its differentiation strategy. By aligning with these standards, MCC Iberia enhances its
credibility and reliability, and mitigates risks associated with non-compliance, thereby further

enhancing its competitive advantage.
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Finally, the company's ability to reconcile adherence to MC Group standards with operational
flexibility highlights its capacity for operational efficiency and cost optimization. This
combination enhances the company's appeal to clients seeking both innovation and reliability
in their service providers.

4.1.4 End-user service to be internationalized

MCC aims at internationalising its consulting services with the main objective lying on
providing further support to its existing brands within a wide scope of projects ranging from
automation technology and process management to sustainability consulting. As a result of this
internationalization, this business unit can leverage a centred importance within the group and
therefore play a pivotal role in shaping the success of its brands by providing support in
untapped high-growth markets. Another relevant rationale behind the unit’s internationalization
efforts consists of the opportunity to obtain a clearer and more focused central position among
the brands, thus increasing the unit’s pivotal support role while contributing to the achievement
of the Group’s long-term objectives.

4.1.5 Financial Overview

The financial overview offers a comprehensive examination of MCS Unipessoal financial
performance, focusing on the Portuguese branch over four years from 2019 to 2022. The
evaluation scrutinizes important financial ratios and provides a thorough assessment of the
company's financial position. The financial evaluation of MCS Unipessoal is crucial since MCC
Iberia, although it operates independently, is integrated within this MC branch. All the

calculations of essential ratios are detailed in Appendix 1.
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Liquidity Analysis: The Current Ratio is used by analysts to assess the ability of a company

Figure 3 - Liquidity analysis. to use its short-term assets to pay off its short-term

2,00
———

N obligations. Across the analysis period of 4 years, the

QUICK RATIO 0,00 .
209 2020 2021 2022 current ratio of MCS ranges between 1.5 and 1.9,

2,00
—-——-—_ - - - - - -
1,00 indicating that the company is in a relatively stable

CURRENT RATIO 0,00

2019 200 2021 2022 nosition in meeting its short-term obligations, which is a
positive outcome (See Figure 3). However, a higher ratio cannot be always interpreted as a
positive result as it could also mean that the increase was due to a slow inventory turnover,
limited investment opportunities, or delayed receivable collection. Specifically, in 2022, the
company’s account receivables experienced a massive jump, meaning that the organization
should improve its credit recovery processes for debtors and should consider this point to
improve its overall financial health.
Cash Ratio is used to assess the ability of a company to meet its short-term liabilities using cash
and cash equivalents. By examining the financial statements, it can be computed that across the
last 4 financial years, the Cash Ratio has been ranging between 0.1 and 0.25. This implies that
MCS has sufficient cash reserves to pay its current liabilities. In 2021, the company experienced
a sudden fall in cash but recovered well in 2022, meaning that it operated with a lot of cash at
its disposal. It might be a viable solution to invest a significant portion of this excess cash in
either short-term or long-term investments to earn a good return on investment.
The Quick Ratio, also referred to as the Acid-Test Ratio, offers an indication of a company's
capacity to cover its short-term obligations using its most readily available assets. Over the
assessed period, the company's quick ratio ranges between 1.5 and 1.9, indicating sound

financial health with sufficient assets available to fulfil current liabilities (See Figure 3).
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Efficiency Analysis: The Asset Turnover Ratio reflects the effectiveness of a company in

Figure 4 - Efficiency analysis. converting its assets into sales revenue. A higher Asset
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2 Turnover Ratio signifies greater sales and more efficient
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TURNOVER RATIO use of assets. In 2022, MCS recorded a 4.11 asset
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TURNOVER RATIO 2019 2020 2021 2022 jn sgles for every 1 euro invested in assets. The same can
also be said for its working capital turnover recorded at 4.29 (See Figure 4). MCS’s high
efficiency can be attributed to several factors, including efficient inventory management and
aggressive sales tactics. These elements strengthen the company’s financial position in the face
of potential liquidity issues that could impact its flexibility in other operations.

Solvency Analysis: The Total Liabilities to Asset Ratio computes the debt used to operate a

Figure 5 - Solvency analysis. . .- .
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witnessed a steady drop ranging from 0.63 to 0.52,
showcasing that it is financially sound and less leveraged (See Figure 5).
The Debt-to-Equity Ratio is a financial measure utilized to evaluate the relative contribution of
debt versus equity in a company's funding structure. This ratio is computed by dividing the total
debt of a company by its total equity. The ratio appears to decrease each year, from 1.69 in 2019
to 1.07 in 2022, suggesting a stronger financial position and a reduction in debt financing, thus
easing financial distress (See Figure 5).
The Net Debt to EBITDA evaluates how much of the company’s income is available to pay
outstanding debt or how long it will take to repay its debt obligations from its earnings before

deducting any major expenses. In this case, MCS witnessed a constant increase from 2019-
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2021 but a substantial decline in 2022, with the ratio coming to 2.63, indicating the organization
is less distressed.

Profitability Analysis: The Return on Sales measures a company’s profitability by indicating
Figure 6 - Profitability analysis

1000 how efficiently it converts its sales into profits. Throughout
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profitability dropped drastically to 4%, followed by a steady increase to 8% in 2022, showing
an improvement in the contribution to net income (See Figure 6).

The Return on Assets ratio reflects the effectiveness with which a company leverages its assets
to generate earnings. Over the last three years, the ratio has improved from 4.61% to 10.96%.
Factors contributing to this improvement may include increasing sales revenue and enhancing
asset quality.

The Return on Equity (ROE) shows how much net income is generated by the company from
each euro of shareholders’ equity. Assessing the ratio across the four years, the ROE
experienced a sudden drop in 2020 to 11.3%. However, it appears that management
implemented better practices such as cost-cutting or debt reduction, leading to ROE reaching
22.73% in 2022 ( Figure 6).

The EBIDTA Margin computes a company’s operating profitability, representing revenue
earned before considering any non-operating expenses such as depreciation, interest expense,
or taxes. For MCS, the EBIDTA margin fluctuated over the four years, with it being 8.60% in
2022. This suggests that the firm may not be generating enough operating income to cover its
operating expenses, necessitating a focus on improving operational efficiency and reducing

costs.
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4.2 Market and Industry Analysis

MCC lberia, with its headquarters in Portugal under its German parent company, reflects an
international outlook. The emphasis on environmental responsibility and quality standards in
Germany significantly influences not only MCC lberia's operations but also the external
analysis.

4.2.1 PESTEL

To examine the external market factors that influence MCC lIberia’s operations, a PESTEL
analysis was performed. This analysis includes an assessment of the political, economic, social,
technological, environmental, and legal aspects of Germany, the country where the company’s
headquarters are located (Wolfsburg).

Political: Germany presents a favourable and safe environment for companies to conduct their
business and to compete globally. The political climate is stable, as indicated by a score of
84/100 in the Political Stability and Absence of Violence/Terrorism indicator, demonstrating
that Germans have a low perception of political instability and violence (Kaufmann and Kraay
2023). Moreover, despite Germany's declining score in the Index of Economic Freedom in
recent years, the country is categorized as "Mostly Free," ranking 18th in 2024, owing to its
good economic governance (The Heritage Foundation 2023). The German regulatory
framework is also highly supportive of companies, as reflected in its 22nd position in the World
Bank's Ease of Doing Business Index (World Bank 2019). Furthermore, Germany has
favourable international trade policies due to its membership in the European Union (EU),
which gives German companies, including MCS, access to a large market and advantageous
trade agreements, facilitating their international expansion.

Economic: Germany ranks as the fourth largest economy globally based on its gross domestic
product (GDP), being USD 4,085.68 billion (IMF 2022), and the strongest economy in Europe.

In 2022, (Germany faced a high inflation of 8.7%, mainly caused by global supply-demand
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imbalances, COVID-19 impacts, and the Russian invasion of Ukraine. To address this, the
European Central Bank (ECB) adopted tight monetary policies, resulting in higher interest rates
and reduced investments. With these measures in place, inflation is expected to fall from 6.0%
in 2023 to 2.8% by 2024, leading the ECB to end its tightening cycle, potentially stimulating
residential and business investment with lower interest rates (IMF 2024; Euromonitor
International 2023). The declining inflation, together with the decrease in the impact of energy
prices and rising wages will positively influence real income and household consumption,
resulting in an expected growth of 0.5% for the German economy in 2024, and 1.6% in 2025
(IMF 2024). The services sector, including consulting and advisory services, is predicted to be
the largest contributor to this economic expansion, generating 69.3% of German GDP (O'Neill
2023). These improving economic conditions offer favorable prospects for MCC, providing a
solid foundation and credibility for its international expansion.

Social: In 2023, Germany had a population of 83.4 million people, positioning itself as the most
populated country in the EU, and second only to Russia across the entire European continent
(Statista 2023). German population, like other European countries, is experiencing a
demographic shift toward an older age, caused by declining birth rates, and increasing life
expectancy. Currently, people aged 65 years and older constitute 22% of the country’s total
population (Eurostat 2023), while the average life expectancy for men and women is 78 and 83
years, respectively (OECD 2022). In addition, the German unemployment rate of 2.9% is one
of the lowest in Europe, significantly below the EU average of 5.8% (Eurostat 2024), with 71%
of the workforce employed in the service sector (Statista 2023). This indicates that Germany’s
service sector has a strong foundation of specialized skills and expertise that could be
successfully offered globally.

Technological: Germany is one of the most technologically advanced nations worldwide, with

92.48% of its domestic population using the Internet (Eurostat 2023). The country also has one
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of the highest R&D expenditures, amounting to 3.13% of its GDP, surpassing the EU average
of 2.2% (Eurostat 2023). This highlights Germany’s commitment to promoting its global
competitiveness by improving industrial and technological capabilities while fostering
innovation. According to the Global Innovation Index by the World Intellectual Property
Organization (WIPO), Germany is one of the top 10 most innovative economies worldwide,
ranking 8" out of 132 countries (WIPO 2023). This achievement is attributed to Germany’s
leading position in human capital and research, as well as knowledge, technology, and creative
outputs, due to its high-level education, especially in tech-related fields and high investments
in R&D. Moreover, Germany has a significant role in the employment of Information and
Communication Technology (ICT) specialists across the EU, providing jobs to 22.6% of
individuals working in this field (Eurostat 2023). MCC can leverage Germany's advanced
technological infrastructure, high R&D investments, and human capital strengths to develop
cutting-edge consulting solutions and services. This would enhance the company's brand
recognition, leading to a competitive advantage in international markets.

Environmental: According to the 2023 OECD Environmental Performance Reviews,
Germany has addressed numerous environmental challenges, notwithstanding its extensive
industrial presence and dense population. The nation has improved air quality and ranks among
the top-performing countries in Europe regarding sustainable waste management, with the
second-highest recycling rate in Europe (OECD 2023). However, Germany is one of the ten
largest greenhouse gas (GHG) emitters globally. In 2022, its carbon dioxide (CO-) emissions
were 7.210 tonnes per capita (OECD 2022), accounting for around 2% of the world’s total CO:
emissions originating from fuel combustion (Statista 2023). In 2020, the country experienced a
significant 40% reduction in emissions compared to 1990 levels, primarily due to COVID-19
lockdown measures, but only temporarily (OECD 2023). To address these challenges, Germany

allocates a significant 47% of its recovery funds to support its climate objectives. The German
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Resilience and Recovery Plan (GRRP) mainly focuses on industry decarbonization, through
policies that include renewable hydrogen development, transitioning towards greener mobility,
and improving the energy efficiency of residential buildings through renovation and
construction projects (European Commission n.d.).

Legal: Germany ranks 5th out of 142 countries in the 2023 World Justice Project (WJP)’s Rule
of Law Index, with a score of 0.83, reflecting its accessible and efficient legal system (WJP
2023). This index comprises eight dimensions, that assess the accessibility and affordability of
civil justice systems, their freedom from discrimination and corruption, and the effectiveness
of regulatory enforcement. Moreover, the index evaluates individuals’ awareness of their legal
rights and the available processes for dispute resolution, as well as the transparency and quality
of information on legal rights published by the government and the effective protection of
citizens from crime and civil conflict (WJP 2023). Additionally, in Germany 60.8% of
individuals trust its national government, meaning that most German citizens perceive its public
institutions as effective, responsive, and reliable (OECD 2022).

Overall, the comprehensive PESTEL analysis highlights Germany’s strategic positioning as the
leading country for business services companies in Western Europe (Euromonitor International
2023). It shows its political stability, a strong commitment to innovation and digital
advancement, the presence of a highly educated and skilled workforce, and an effective,
transparent regulatory environment, advantageous for conducting business operations, both in
the domestic and global markets.

4.2.2 Porter’s 5 Forces

To assess the consulting industry dynamics and attractiveness, the Five Forces framework is
applied, analyzing its 5 key factors: competitive rivalry, threat of new entrants, threat of new

substitutes, bargaining power of suppliers and bargaining power of buyers (Porter 2008).
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Competitive Rivalry (Medium to High) — Anticipated to achieve a compound annual growth
rate (CAGR) of 3% by 2027 (The Business Research Company 2023), the consulting industry
generally presents a fragmented nature due to the presence of many small and mid-sized firms,
global strategy-consulting firms, and a large pool of independent consultants (Srinivasan 2014).
However, competition in the automotive consulting segment is mainly driven by the presence
of experienced and renowned top-tier players who differentiate their offerings by integrating
specialized industry knowledge and market credibility among extensive and valuable client
portfolios. Therefore, fierce price competition is not typical in the industry as firms compete by
attempting to efficiently diversify their offerings rather than providing price-related incentives
to increase sales. In addition, economies of scale can provide relevant benefits to incumbents,
who by undertaking additional consulting projects, can leverage more efficient resource
utilization and knowledge transfers among departments which obtain a higher degree of
specialization and expertise.

Threat of new entrants (Low) - Potential entrants in the industry may face substantial barriers
which would complicate their operations in the market. Moderate start-up capital requirements
and incumbents’ economies of scale represent two relevant obstacles for players considering
the automotive consulting industry. Moreover, since brand loyalty plays a pivotal role in the
advice being delivered (both in the ex-ante and ex-post project phase) entrants are likely to face
difficulties in establishing new trust relationships with international automotive manufacturers
which have successfully assigned consulting projects to competitors in the past. An additional
major barrier is posed by the requirement to adapt to the varying local government legislations
and regulations given the global scope of consulting projects. Despite the previous obstacles,
the industry is characterized by a low level of price retaliation since consulting firms are less

likely to compete merely on price, thus making it more attractive for potential entrants.
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Bargaining power of suppliers (Low) - The suppliers to consulting companies can be
identified among data providers, software vendors or other professionals with specialized skills.
Therefore, since these suppliers are not entirely central to the delivery of a consulting project,
their power is driven down. In this industry, there exists a risk of backward integration by
consulting firms, especially in the field of data provision, since these could start producing their
own studies and research on the automotive industry rather than purchase reports and
publications from external providers. This is less likely to occur with suppliers such as software
developers and other IT-related providers which are usually preferred to be outsourced. The
risk of forward integration remains low, as suppliers do not have the competence to provide
automotive consulting services. However, switching costs may pose a threat to consulting firms
as changing software providers or data management tools require substantial time and financial
distress, even though the wide availability of technology and analytics tools prevents suppliers
from exerting excessive upward pressure on prices.

Bargaining power of buyers (Medium to Low) — The industry is characterized by a high
number of buyers (car manufacturers, suppliers). Since consulting services are highly
diversified, the bargaining power of buyers is driven down by the incremental value that they
perceive. Moreover, switching costs serve as an additional factor which lowers consumers’
power because it is more difficult and costly for them to change from a consulting firm to
another. However, players within the automotive industry represent a higher percentage of sales
for those consulting companies highly specialized in this segment, thus increasing consumer
bargaining power, rather than for those consultancies which offer additional areas of expertise
that would be less affected.

Threat of new substitutes (Medium) — Although consulting services leverage from a highly
differentiated nature tailored to the requirements of the client, substitutes may slightly threaten

incumbents. Firstly, automotive manufacturers or suppliers can set up in-house consulting
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departments which provide the same output as external consulting firms with the aim of
increasing strategic initiatives. Moreover, advanced Artificial Intelligence (Al) driven
technology solutions offer a possible substitute to consulting as through industry-specific
software they can provide relevant information for decision-making such as extensive data
analysis and forecasting. Since setting up an internal consulting department is highly cost-
bearing for the firm, and Al software being at the early stages of its development, the threat

posed on consulting services is not highly significant.

Figure 7 - Porter's 5 Forces In conclusion (Error! Reference source n
@ Bargnininx_powcr i
Eeziss ot found.), to sustain a long-run
competitive advantage in the automotive
entrants substitutes
consulting industry, MCC must formulate

® g pover an efficient strategy which allows to offer
a more optimized and differentiated service to MC Group’s brands compared to the capabilities
of external international competitors. This strategy will also allow to preserve the service’s
uniqueness thus distinguishing from potential substitutes and to maintain relevant leverage on
buyers.

4.2.3 Consumer Trends and Forecasts

The business consulting services industry has experienced a rapid growth, increasing by around
250 billion U.S. dollars over the recent years, with North America and Europe holding the
largest market share (Statista Research Department 2023).

The demand for business consulting is driven by several factors, including rapid technological
developments, emerging consumer needs, sustainability policies and a growing M&A activity
(Jowett and Le Bas 2023). Companies across various industries are increasingly seeking

specialized advice to address these challenges, integrate digital technologies and enhance their

overall business performance (Kraus, et al. 2021). In addition, factors such as globalization,
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increased competition and the introduction of new regulations play a significant role in the
consulting market expansion. Furthermore, the impact of Covid-19 pandemic has accelerated
this trend, as many firms started looking for innovative technological solutions to recover from
the crisis and adapt to the evolving market dynamics (Mordor Intelligence 2023).

Looking ahead, several key trends are anticipated to shape the business services industry.
Automation and Al, particularly through extensive data analysis and machine learning, will
revolutionize the market, improving process efficiency, quality of services, and
competitiveness. Al and big data will also enable consulting firms to provide more personalized
services, tailored to individual customer needs, increasing customer satisfaction and loyalty.
Moreover, due to the increasing competition, companies are expected to adopt value-based
business models, offering more value for the same price (Euromonitor International 2023).
Specifically, the automotive industry is expected to face several challenges due to the evolving
market conditions, making the need for consulting firms essential. Car manufacturers are
experiencing considerable profit pressures driven by several factors. Firstly, stricter regulations
and increasing environmental concerns are leading to a transition towards more sustainable
mobility alternatives, such as electric vehicles (EV), requiring large-scale investments. This is
leading companies to consolidate and form alliances to share the high costs. Furthermore, due
to macroeconomic tensions, increased risks and the consequent rising prices, car manufacturers
are expected to optimize supply chain through vertical integration efforts and strategic
partnerships with mining, chemicals, and technology firms. As a result, consulting firms
specializing in the automotive industry are projected to experience a rise in demand for services
related to EV adoption, digital technologies integration, and improving supply chain efficiency

(Euromonitor International 2023).
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4.2.4 Key Industry Success Factors|

Germany's automotive industry stands as a global powerhouse, known for its innovation,
precision engineering, and persistent pursuit of excellence. Renowned brands like Mercedes-
Benz, BMW, and MotorCar have driven Germany to the forefront of automotive
manufacturing. German automotive industry has achieved remarkable success over the years,
and several factors contribute to its notoriety.

Deeply rooted innovation: Germany is known for superior engineering, innovation, and elite
craftsmanship. The players prevalent in the industry invest highly in Research & Development
with a constant focus on improving existing vehicles and upgrading existing technologies
(Invest 2023).

Brand Recognition: German automakers such as Mercedes-Benz, BMW, Audi, and MC have
established themselves as some of the largest and most recognized brands globally (Interbrand
2024). These companies cater to the needs of all types of consumers present domestically and
globally, with several preferences ranging from luxury and performance, to price
competitiveness and innovation.

Skilled workforce and education system: Germany's emphasis on professionally oriented
education ensures a steady stream of highly skilled engineers, designers, and production
specialists. This skilled workforce forms the backbone of the industry's success (Paul 2023).
Governmental support for the future: Recognizing the changing landscape, the German
government actively supports research and development in sustainable technologies like EVs
(Eurostat 2023). This proactive approach positions German car manufacturers at the forefront
of the industry's transition towards a greener future.

Supplier Network: Germany possesses a strong network of automotive suppliers that are

responsible for providing components, systems, and essential services to the industry (Invest
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2023). The ecosystem present ensures a reliable and efficient supply chain that is key to the
production of high-quality vehicles.

Emphasis on Sustainability: There is a significant sustainability emphasis within the German
Automotive Industry concerning lowering carbon emissions, improving fuel efficiency, and
creating alternative propulsion technologies, which aligns with the global initiative of
improving environmental problems (Orth 2023).

4.2.5 Country-Specific Advantages

Europe has faced a series of unprecedented shocks, beginning with the onset of the Covid-19
pandemic, followed by the energy crisis sparked by Russia's invasion of Ukraine, the Gaza War,
and inflationary pressures. Considering these events, this analysis acknowledges the volatility
present in European markets. However, it also notes that despite these challenges, several
potential downside scenarios have been averted, indicating a positive trajectory amidst
adversity (Kammer, et al. 2023), and historically, the German economy has been financially
strong.

Even for firms with a significant degree of multinational presence, the influence of their home
country remains crucial. Despite facing heightened competition and potentially lesser
protection from their headquarters' home country, such firms can still leverage their unique
advantages by tapping into the enhanced mechanisms fostered by their home-country
experience (McGahan and Victer 2010). Hence, given that MCS and the MC Group originated
in Germany, with its headquarters based in Wolfsburg, the country-specific advantages from
this perspective will be analyzed.

Factor Conditions: (Germany has the largest consumer market within the EU, having adults
aged 50 and up, with the highest purchasing power in the EU (German Trade and Invest 2024).
bermany ranks 12" in IMD World Talent ranking 2023 and 22" in IMD World

Competitiveness ranking (International Institute for Management Development 2023),
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guaranteeing access to a motivated and skilled workforce, which is needed to develop and
maintain operational excellence. Germany's advanced infrastructure plays a pivotal role in
enhancing the country's competitiveness, establishing global leadership in various sectors, and
leveraging it as a strategic tool for innovation and competitiveness. This enables Germany to
establish itself as the benchmark in standardized products, setting the standard for quality and
performance (OECD 2022). Moreover, R&D has been increasing, reaching in 2021, an all-time
high of 112.6 billion euros (Statistisches Bundesamt (Destatis) 2023), standing out as a leading
innovator in Europe. This holds particular significance for MCC as it positions itself as a
guiding force for businesses, enabling them to maintain sustained competitiveness, capture
growth opportunities and drive performance (McKinsey & Company 2024). Germany's
geographical advantage as the central hub of the European continent, bordering nine countries
(German Trade Office Taipei 2024), positions it as a pivotal nation in European trade, thereby
facilitating commerce for companies operating within its borders.

Demand Conditions: Germany is a significant consumer market in Europe, with a population
of 83.2 million people and ranking 8th in purchasing power within the EU (Eurostat 2023) .
Known for its wealthy population, Germany fosters a consumer culture that values innovation
and growth (German Trade and Invest 2024). Consumers in this market are proactive,
conducting thorough research before making purchases and prioritizing quality (German Trade
and Invest 2024). This consumer behavior drives companies to provide high-quality products
at competitive prices to meet the changing demands of the market. Additionally, Germany
boasts higher salaries compared to other EU countries, (Yanatma 2024), which contributes to
higher productivity and enables firms to offer better-quality products to a broader audience.
Furthermore, the consultancy services sector in Germany is experiencing significant growth
(Lunendonk 2023) , with double-digit increases in staffing levels. Foreign firms have emerged

as dominant players in this expanding market, highlighting the global nature of consultancy
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services provision in Germany (Linendonk 2023). It is worth noting that MCC lberia benefits
from demand originating not only from Germany but also from the DACH market, including
Austria and Switzerland. The similarities in consumer characteristics across these markets
provide MCC with access to a more extensive customer base and diverse business opportunities
and take advantage of economic synergies (Source Information Services 2022).

Related and Supporting Industries: The automotive sector in Germany serves as the
country’s primary industry, holding a prominent position as the leading market and producer in
Europe (Invest 2023). Germany’s automotive industry distinguishes itself through significant
achievements in manufacturing, standing as Europe’s leading production hub with 3.1 million
passenger vehicles manufactured in 2021. Notably, the sector excels in exporting, with 77% of
cars produced in Germany in 2021 intended for export markets. Furthermore, in terms of R&D,
Germany’s automotive sector stands out as the country’s most innovative industry sector,
accounting for 34.1% of the total R&D expenditure in Germany in 2020, which amounted to
71 billion euros (Invest 2023).

Additionally, the consulting industry in Germany is growing every year. Consulting firms
benefit from the increased demand for consulting services across many areas, and the market
size grew to 47.7 billion euros in 2022 (Linendonk 2023).

Firm Strategy, Structure, and Rivalry: MCC lberia distinguishes itself as being an in-house
consulting service for the MotorCar brands, with flexible personnel structures. By being present
in many locations over Europe, it serves as a fast and secure asset with a competitive cost
structure. German automotive competitors have similar services for their brands. BMW has
internal corporate strategy and consultancy teams to advise different departments on ways to
ensure and sustain their pioneering role in the automotive industry (BMW 2024). Similarly, the
Mercedes-Benz Group has an internal consulting service for the whole company which offers

services for corporate development across many areas (Mercedes-Benz Group 2024).
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Furthermore, the consulting business unit encounters internal competition from 2 main players
both of which provide similar consulting services within overlapping areas of expertise. These
entities serve as internal benchmarks, driving the enhancement of service quality.

|By analysing Germany through Porter’s Diamond Framework, we can conclude that the country
has several characteristics that facilitate internationalization of their services.

4.3 Firm-Specific Advantages

4.3.1 Resources and Competences

MCC Iberia, as a part of the broader MC Group, contributes to the overall value chain by
providing various specialized services. To analyse MCC’s value chain, Michael S. Porter’s
value chain framework was used, by breaking down the company’s activities into primary and
support activities that contribute to its competitive advantage. Supporting activities include the
firm’s infrastructure, human resources management, technology development and
procurement. While primary activities include inbound and outboud logistics, operations,
marketing and sales, and services.

Firm infrastructure: MCC lberia is a wholly-owned subsidiary of the MotorCar Group, and
as such, it is supported in its activities by the Group. The MC Group comprises various brands
that allow the consulting business unit to maintain operations, as well as provide financial
resources.

Human Resource Management: For MCS, its employees are a top priority, as they represent
the key to success of their services. For that reason, they are committed to hiring skilled
personnel and specialists in many areas, investing in their professional development, and
offering positive working conditions tailored to individual needs and requirements to increase
retention.

|Technology development: MotorCar Services GmbH offers comprehensive IT solutions

across the automotive value chain for its partners, across several business areas. Particularly for

28



MCC lberia, the Control Centre oversees the monitoring and management of technological
developments, along with coordinating the resolution of IT malfunctions. The IT Client
Operation division is responsible for managing client relationships and security components at
the client level. To ensure efficient response times and high processing quality, the Specialized
IT Services and Development team provides on-site support, facilitating prompt processing and
swift responses.

Procurement: MCC lberia establishes contractual relationships to undertake projects. In the
pursuit of potential clients for consulting projects, the company employs a versatile strategy. In
some cases, when MC's brands encounter a challenge beyond their internal capabilities, they
issue a tender within the Group, inviting divisions to submit proposals. Similarly, if they are
already acquainted with the consulting department, they may directly engage the consulting
business unit, which then presents a project proposal to the client. Additionally, the business
unit utilizes marketing initiatives such as newsletters, meetings, and direct outreach to connect
with potential clients for project engagements. The proposal will have a management summary
with the scope of the project, structure, timeline, and expected results. Subsequently, the
approval process for management consulting projects follows internal organizational protocols,
extending from proposal submission to project completion (Correia 2024).

Inbound Logistics: An organizational guideline, titled "Approval of Management Consulting
Projects", has been established as a mandatory first step for the execution of projects. This
guideline ensures that technical experts are appropriately aligned with the management
problems faced by the client. It sources the necessary and available in-house consulting unit to
possibly execute the project and allows for a tailored fit for the client.

Operations: Every project undertaken by the consulting business unit undergoes an internal
approval process. Proposals are initially submitted on Salesforce by the Key Account Manager,

after which they undergo several stages of evaluation for approval. Firstly, the financial
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department assesses the project's financial feasibility; next, the proposal proceeds to the CEO
for approval. Subsequently, the legal department evaluates legal aspects, followed by a review
by the team lead of the business unit. Upon completion of the approval process, a business
contract is formalized. Subsequently, the project is assigned to the most suitable team, with
specific timelines, scope, and pre-determined deliverables (Correia 2024).

Outbound logistics: In our context, "outbound logistics" truly pertain to the outcomes of a
project and its subsequent actions. This greatly depends on the nature of the project the team
has undertaken. Various projects necessitate distinct deliverables, implementations, invoicing
procedures, or follow-up meetings. Ultimately, the success of a project is gauged by the added
value it provides to the client's situation or issue, demonstrated through measurable outcomes
tailored to the specific project type (Correia 2024).

Marketing and sales: Marketing activities primarily involve the Key Account Manager and
the team, focusing mainly on newsletters and personalized outreach to potential clients through
face-to-face meetings (Correia 2024).

Service: Following project delivery, the consulting team ensures to collaborate with clients,
providing them with all necessary resources to proceed with project implementation and
effectuate any changes. Depending on the project type, this may entail follow-up meetings,
introduction of new machinery, organization of events, development of a new platform, and
more (Correia 2024).

In summary, MCC lberia has a robust value chain, finely tuned to the intricate processes and
interconnectedness of business operations before, during and after project execution. The firm
can bolster its competitive stance by strengthening its marketing endeavors, potentially

expanding its client base, and improving inbound logistics.
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4.3.2 Firm Sustainable Competitive Advantage — VRIO framework
Figure 8 - VRIO table
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rarity, inimitability, and organizational aspects of the company’s main resources and
capabilities, it will examine what distinguishes MCC Iberia from competitors and its potential
for long-term strategic advantage (See Figure 8).

Brand equity: MotorCar Group has a formidable brand image, drawing from its rich legacy as
a premier car manufacturer and the distinctive attributes associated with the brand, likable,
high-quality, and trendsetting, which has a crucial role for MCC Iberia. Despite challenges
such as the emissions scandal (Hotten 2015), the Group's brand image has remained resilient
(Kell 2022), underlining the significance of continually prioritizing high quality and brand
enhancement. As per MotorCar's Annual Report 2022, the Group's Equity has surged more than
fourfold since 2008, reaching a substantial 178.327 million euros in 2022 (Statista 2023). This
robust brand equity confers numerous advantages, providing a sustainable competitive edge,
especially in positioning against industry rivals. As an internal service provider catering to
MotorCar Group's various brands, the BU directly benefits from the Group's reputation.
Furthermore, it significantly influences sales volume and company profitability, as customers
tend to gravitate towards brands with sterling reputations (Hayes 2023). According to MC’s
2020 Annual Report, the Group holds a top spot in terms of loyalty rate and conquest rate in
core European markets. As MotorCar ranks among the top global brands (Interbrand 2024), its
strong brand equity plays a pivotal role in strengthening the positioning and success of MCC

Iberia within the MC Group. While the BU primarily serves internal clients, the Group’s
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reputation is vital for ensuring MCC’s recognition and credibility. Leveraging the Group's
esteemed brand reputation, MCC can further solidify its role as a trusted partner in delivering
high-quality services to the Group's various divisions. Brand equity is an important key success
factor in the automotive industry and has the potential to provide MCC with a sustainable
competitive advantage through the VRIO framework. It's valuable, influencing consumer
decisions and allowing premium pricing. It's rare and inimitable, based on unique attributes like
product/service quality and unique heritage supported by a rich legacy of innovation. With
support from MotorCar Group, MCS Consulting leverages assets and marketing efforts for
efficiency and integration within the brand strategy, showcasing effective organization to
maximize its competitive potential (Collinson, Narula e Rugman 2020).

Service Portfolio: Brands are seen as unique, high-value assets that have the potential to greatly
contribute to achieving a lasting competitive edge over competitors by creating superior value
(Chailan 2008). For MotorCar, the diverse product portfolio represents a valuable resource
enabling the creation and maintenance of synergies among brands and services. The intricate
architecture of products and services within the Group highlights the creation of services
designed to complement and support products. The MC Group provides an extensive range of
services, distributed across various business units, such as the MC Financial Services, and the
MC Group Services. MCC Iberia offers an in-house service that complements and supports all
MotorCar brands, characterized by specific internal expertise, skilled personnel, and specialists.
They offer consulting services on Requirements management, Sustainability, Process
Management, Project Management, Complexity & organizational design, and IT consulting.
These areas of expertise are well-positioned to meet the increasing demand for consulting
services associated with the adoption of EVs and the integration of digital technologies which

is expected to grow in response to recent trends in the automotive industry.
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MCC lberia service portfolio is a valuable resource, catering to various needs that MC brands
might have. Additionally, its wide service portfolio, which comprises sustainability consulting,
can help the brands face increasing regulations and sustainability concerns that shape the future
of the industry. Its rarity stems from the fact that, while competitors may provide similar
services, they cannot replicate the internal expertise and proprietary knowledge possessed by
the consulting business unit, and internal competitors that might share the same knowledge do
not share the same areas of expertise. This distinctiveness is further underscored by the reliance
on internal information, making it non-imitable. Additionally, the organizational structure
encourages brands within MotorCar to utilize these services actively.

Global Presence: The global presence of the MotorCar Group provides significant advantages
to MCC Iberia. Spanning multiple continents including Europe, North and South America,
Asia, and Africa, the Group's expansive footprint grants access to diverse markets and customer
segments. It ensures ample opportunities for MCC Iberia to engage with diverse clients and
markets and to address varied customer preferences while also providing the BU with a wide
array of potential clients to collaborate with. \The global presence of the MotorCar Group can
significantly enhance the operational value of MCC Iberia by expanding its potential consumer
base and market opportunities. Leveraging the Group's extensive reach, the BU gains access to
markets that may not be readily available to competitors, thus making this advantage rare.
Replicating a wide-reaching presence would necessitate substantial investment and be
challenging for competitors to imitate effectively. Additionally, being integrated within the MC
Group enables MCC to align strategically with the Group's international operations, allowing
it to potentially capitalize on the opportunities presented by the global footprint and ensuring a
potential temporary competitive advantage.

MC Business Partners and Customer Network: MotorCar possesses another valuable asset

in its network of business partners. Following the resource-based view of the firm, Armstrong
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(2001) argues that cultivating collaborative relationships with key suppliers is an advantageous
strategy that yields long-term value for shareholders. The Group has strategically formed
partnerships with suppliers, wholesalers, and retailers worldwide, fostering enduring and
mutually beneficial business relationships. These relationships play a pivotal role in the overall
success of the business and are governed by the Business Partners Code of Conduct.
Additionally, given recent macroeconomic tensions and increased risks, having such a network,
especially with suppliers can be beneficial for the company to ensure available supply and
minimize risk. This aspect potentially serves as a source of competitive advantage not only for
the MC Group but also for our specific focus, the consulting business unit. Operating internally,
the business units benefit from access to these integrated partnerships within the company and
tap into the extensive network of contacts that MotorCar has established. Consequently, the
business unit is poised to leverage an already substantial network for potential expansion.
Moreover, as a component of MotorCar, the Consulting BU benefits from access to an extensive
and established customer network through the diverse portfolio of companies within the
MotorCar Group. MotorCar's brand portfolio includes a variety of passenger cars, classified
into three distinct groups: "core," "progressive," and "sport luxury." Furthermore, the MotorCar
Group is dedicated to advancing electric mobility and is in the process of expanding its
initiatives across all the brands within the Group, also given the recent emphasis and trends
towards sustainability in the automotive industry. Considering the broad spectrum of brands
within the MotorCar umbrella, each brand embodies unique requirements that can be effectively
met by the array of services provided by the Consulting business unit.

The network accessible to MCC is valuable, enhancing the demand for Consulting projects. Its
rarity is evident in the dedicated channels established by MCC Iberia to oversee projects. This

uniqueness is challenging to replicate, demanding considerable effort and resources. The
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organization of this network is evident in the tailored services offered by the consulting unit,
specifically designed to meet the needs of individual brands.

Employee commitment and loyalty: Another valuable resource of MCC is its personnel, as a
skilled workforce is an important key success factor in the automotive industry. The company
highly regards the expertise, professional achievements, and loyalty of its employees. This
commitment is consistently demonstrated through personnel development initiatives, employee
benefits, a collaborative management approach, and an emphasis on fostering a positive work-
life balance. The success of projects and services provided by MCS is fundamentally attributed
to the proficiency and specific skills of its employees.

Employees are a valuable asset, with skilled and professional personnel being crucial for the
successful execution of specific projects. Characteristics such as loyalty and commitment,
which are essential, are rare and specifically cultivated through the organization's dedicated
efforts in employee management. While replicating employee commitment and loyalty is not
impossible, it necessitates substantial organizational endeavors. The organization is structured,
reflecting a significant emphasis on the professional development of its employees.

4.3.3 Dynamic Capabilities

Dynamic capabilities play a crucial role in shaping the competitive advantage of a business
unit, particularly in the consulting sector where adaptability and flexibility are paramount due
to the impact of external factors. While the Resource-Based View offers insights into a business
unit's competitive advantage, dynamic capabilities are equally essential for leveraging resources
effectively and sustaining comparative advantage over time.

In the global market landscape, agility is a defining characteristic of successful business units,
enabling them to respond swiftly to changing environments. Integrated within the MotorCar

Group, the business unit benefits from a culture of knowledge sharing and cooperation,
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fostering quick learning and incremental innovation. This approach aligns with the concept of
"learn-by-doing" (Collinson, Narula and Rugman 2019).

Moreover, MotorCar Group's emphasis on organizational efficiency, as reflected in their group
strategy, to enhance alignment among brands, provides further leverage. This strategy not only
capitalizes on home country-specific assets, such as those in Germany but also leverages assets
in subsidiary locations like Portugal (Collinson, Narula and Rugman 2019)

Additionally, MCC Iberia maximizes existing synergies within the group, facilitating the
integration of new assets. This proactive approach ensures that the business unit remains
responsive to market dynamics and client needs. Furthermore, MCC Iberia prioritizes
continuous enhancement of its resources to stay ahead and vigilant of market trends and
maintain flexibility, which it considers crucial for sustained success.

4.4 Diagnosis For Internationalization

4.41SWOT

MCC’s internal strengths and weaknesses together with the opportunities and threats that the
external environment presents have been identified by conducting a SWOT analysis.
Strengths: MCC leverages a vast amount of privileged internal knowledge related to the
Group’s operations which can be used to assist more efficiently and precisely MotorCar brands
throughout consulting projects. Therefore, this contributes to the creation of secured business-
critical know-how since the consulting experts will only work on projects stemming from the
Group, thus reducing the risk of expertise leakage to competitors. In addition, MCC leverages
the implementation of group-level operations such as data protection processes, compliance,
and integrity which contribute to the high flexibility in terms of project assignment, delivery,
and implementation for the clients. Lastly, the internal nature of the consulting department

provides the opportunity to create lasting synergies with the brands, providing an overall
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performance increase at a Group level and cultivating eventual long-term commitment and joint
development opportunities.

Weaknesses: Although the BU’s internal orientation may bring along several strengths, MCC
may be limiting its horizons by strictly focusing on internal projects. In fact, this can negatively
impact the adoption of innovative ideas and processes which may be different and more
efficient from the currently accepted ones. Moreover, the MCC unit has limited independence
since most decisions are taken at a board level from the German office as it must obtain
approvals for financial planning, personnel adjustments, and scope of projects. Lastly, the unit’s
performance is highly dependent on the Group’s overall accomplishments, thus making it
extremely vulnerable and less in power of its results.

Opportunities: To provide a more efficient internal service, the MCC unit could expand its
operations in untapped markets which are relevant to the Group’s brands, therefore being able
to support the latter in strategic locations with vast growth potential. Moreover, as the current
scope of projects stems from MotorCar brands, the unit may consider expanding its offering to
other players outside the Group who work in related industries such as component
manufacturers or intermediaries.

Threats: Competition from large consulting firms constitutes a relevant threat to MCC since
these not only leverage from a wide range of expertise areas and skills but also highly effective
brand identity and strong reputation within the industry, hence, the unit must always focus on
providing a value-added to the Group’s brands which may otherwise resort to the most
renowned competitors. Moreover, economic downturns may highly affect MCC’s performance
as these may cause alterations in the demand for consulting projects, thus posing a large threat
to the unit’s profitability. For instance, Covid-19 and the chip shortage represent two most
recent disruptions in the automotive industry which have caused substantial threats to the

industry’s supply chain and cross-border collaboration (Wu 2021)
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4.4.2 FSA-CSA Matrix and Porter’s Generic
Figure 9 - FSA-CSA Matrix
The FSA-CSA matrix analysis places MCC lIberia
between quadrants 3 and 4 (See Figure 9), which
suggests that the business unit has strong Firm-
s Specific Advantages (FSAs) and medium Country-

Specific Advantages (CSAs). As MotorCar is a

multinational enterprise, CSAs are considered to

‘ — have less long-term impact (Collinson, Narula and
Rugman 2019). However, Germany offers unique benefits for fostering continuous innovation
and competition, making CSAs important for MCS Consulting.

Quadrant 4 indicates weak CSAs, indicating that they are not essential in the long run, and
FSAs dominate globally. This suggests a potential strategy of low-cost pricing. However, since
MCS Consulting is an internal unit, prices are already competitive, and the focus isn't primarily
on cost leadership. Regarding quadrant 3, where both strong FSAs and CSAs are present, MCC
Iberia can adopt classic internationalization strategies such as cost leadership, differentiation,
or focus. However, as an internal service provider, the differentiation strategy is more suitable.
By positioning itself as a differentiated service within the MotorCar Group, the business unit is
incentivized to operate across borders to leverage advantages from both FSAs and CSAs. This
differentiation strategy allows MCS Consulting to offer unique and valuable services to internal
clients, further enhancing its competitive position within the group.

Moreover, having medium-level CSAs ensures enough advantages for Germany while also
signifying that the business unit is not overly dependent on the protection and ecosystem of
Germany (Collinson, Narula and Rugman 2019). This balanced approach allows MCS
Consulting to benefit from Germany's unique advantages while also maintaining flexibility and

adaptability needed in a global context.
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4.4.3 Motives for Internationalization

MCC has already expanded internationally from Germany by entering the Iberian Peninsula. In
general, a firm may be attracted to internationalize its operations for a variety of reasons which
can be categorized among proactive and reactive motivations (Czinkota 1982). Since the
department’s internationalization objective lies in providing an incremented support function
to MotorCar brands in foreign markets characterized by strong Group presence as well as on
seeking profit maximization and growth, a strong combination of reactive and proactive factors
shapes the firm’s motives for internationalization. Moreover, a company may be influenced by
push factors which are unfavorable domestic trends prompting the firm to seek opportunities
abroad, and pull factors which represent appealing opportunities in foreign markets (Bartlett
1991). In the case of MCC, push factors are extremely limited since the company has not
suffered from domestic market threats, but is rather attracted by the opportunities offered by a
potential international expansion, thus increasing the pull factors’ relevance.

In addition, a firm’s internationalization motives may be further analyzed under three main
dimensions: market-seeking, resource-seeking and efficiency-seeking motives (J. H. Dunning
1988). MCC wishes to expand abroad mainly due to a combination of market-seeking and
efficiency-seeking motives since through the former, the company is attracted to pursue
internationalization to gain access to new potential foreign market opportunities, while the latter
attracts the company to locate its support services near key MotorCar brands, thus increasing
its operational efficiency and overcoming bureaucratic, cultural and language barriers.

4.4.4 Global readiness

To evaluate the degree of globalization of MCC lberia, a Global Readiness test was conducted
using the GMMSO4 survey. This evaluation assesses whether the company is prepared to
proceed with its internationalization, and consequently, it suggests the most suitable entry

strategy. The evaluation process involves a questionnaire of 22 questions covering several
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factors that may influence the expansion process, including the firm’s organizational structure,

financial resources, commitment to internationalization and similarities with the foreign market

Figure 10- Global Readiness test Results
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(Appendix 2). The questions were answered in conjunction with a member of the MCC team,
Jorge Valverde. Each question is rated on a scale from 0 to 5, with O indicating the least
favourable conditions for expansion and 5 indicating the most favourable. The test scored a
total of \87 out of 110{(79%), indicating that MCS is well-positioned to further expand its global
footprint, thanks to its international orientation and available resources to sustain the process.
For companies scoring between 70-90%, the suggested entry mode is to establish a presence in
the foreign market through a sales branch, a sales or marketing subsidiary, or a company-owned
retail store. (see Figure 10). Additionally, the company could also consider adopting one of the
entry modes with a lower score, such as direct or indirect exporting and contractual
arrangements.

5. International market selection - Phase 1

5.1 Country selection criteria

5.1.1 Country selection

The process of identifying the best market for MCS’s international expansion began with the
determination of specific criteria to select the countries for examination. MCS’s primary
objective is to expand its operations in the American continent, considering its important
markets for the automotive industry, especially in the United States and Canada. Furthermore,
establishing a presence in this continent would facilitate the operations given the different time
zones between MCS's current locations in Europe and the Americas. Following the rationale,

all countries within this geographical region were considered. As a result, the initial list for
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international market selection (IMS) consisted of a total of 48 potential nations spanning North
America, Central America, Caribbean and South America (Appendix 3). Additionally,
Germany, MCS’s home nation, was included to compare its relative distance to the other
countries in the final ranking. To complete the analysis, we selected 34 variables grouped into
10 factors, including Market size, Business Environment, Commercial Infrastructure,
Consulting Industry, Economic Overview, Country Sustainability & Development, Standard of
Living, Automotive Industry, Governance Freedom and Cultural Distance from Germany
(Appendix 4). These criteria give a comprehensive data picture for all relevant countries and
allow for a comparison to identify the one with the highest potential for MCS’s expansion.
However, not all data were available for every country, therefore it was decided to exclude from
further analysis all the nations that were missing more than half of the variables. Consequently,
the analysis proceeded with the remaining 36 countries (see Appendix 3).

5.1.2 Missing data imputation

To address the missing variables in our dataset, SPSS was utilized, and multiple data imputation
procedures were conducted, following the guidelines provided by Professor Emanuel Gomes
(Go 2020). The procedure involved three main steps: (1) assessing the pattern of missing data;
(2) imputing the missing data according to the identified pattern or lack thereof; and (3) pooling
the imputed data into a new dataset.

Initially, the pattern of missing data was examined. Using the analyze patterns option in SPSS,
all variables were selected, generating an output document summarizing key information about

Figure 11 - Summary of missing values
Overall Summary of Missing Values the analysis result. It was found that 5.8% of

[ Complete Data
M incomplete Data

values were missing from the dataset (See

Figure 11), with no discernible pattern

observed (Appendix 5).

Variables Cases Values
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Subsequently, the imputation of missing data was performed. Due to the random distribution
of the missing data, a random number generator was initially employed to produce multiple
iterations through various regressions until suitable data was identified. The Mersenne Twister
option was selected, and the generator was initialized with a fixed value. The imputation process
was then initiated by selecting impute missing data values. The multiple imputation procedure
performed multiple imputations of missing data values, replacing them with plausible estimates
(IBM 2023). All the variables were selected, and the number of imputations was kept to 5. The
Markov Chain Monte Carlo (MCMC) iterative approach was chosen, given the lack of pattern
previously identified. By scanning the data, the observed minimum and maximum levels for all
the variables were identified, essential to ensure accuracy in the imputation process. Thus, all
minimum and maximum levels were manually inserted for the variables that missed any
percentage of data. As per the output, a new dataset was created that contained descriptive
statistics and iteration history.

Lastly, the imputed data was pooled and organized into a new dataset. The last dataset created
contained all the imputations carried out with the procedure, as well as the original data. Thus,
the original data was eliminated, and the remaining was sorted by country and imputation
number. To organize the data, an output management system (OMS) procedure was initiated
and an analysis of the data through descriptive statistics was conducted. After this, the OMS
procedure was closed, and the new pooled final dataset was created. This final dataset was
cleaned, and properties of the original variables were copied into the file, resulting in a new
final dataset with all missing data values replaced.

5.2 Country ranking

A country ranking analysis was performed to objectively assess, by adopting a data-driven

methodology, each potential internationalization destination. This approach allows to rank of
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foreign markets based on their respective performance on a wide range of both business-related
scores as well as relevant non-economic variables (Cavusgil, Kiyak and Yeniyurt 2004).

To perform such analysis, 34 variables, ranging from economic to development indicators, have
been initially selected to explain country attractiveness. Subsequently, a correlation matrix was
created to show the correlation coefficients of each variable concerning all the others. This
procedure has been crucial to minimize the risk of hyperinflating specific country scores in
several variables which are highly positively correlated. Therefore, those variables with
multiple correlation coefficients greater than the established 0.7 threshold were eliminated from
the analysis, such as FDI in billion USD, which was excessively positively correlated with GDP
PPP (r = 0.99) and with the Container Port Traffic (r = 0.97). As a result, 9 variables have been
excluded through this correlation analysis and the country ranking was performed by making
use of the remaining 25 indicators.

Subsequently, these variables have been weighed to emphasize the most relevant indicators for
country attractiveness which make a larger impact on the country ranking results. Since MCC’s
internationalization goal lies in expanding into an untapped market by opening new business
locations on-site, FDI-related variables were assigned significant importance, therefore each
variable was weighted according to its relevance towards the company’s internationalization
project. For instance, GDP per capita, Business Freedom, Index of Economic Freedom, R&D
Expenditure (% of GDP), FDI (% of GDP) and Cultural Distance to Germany, have been
identified as the most significant variables with a weight equal to or higher than 5%.
Moreover, the metrics were standardized on a 1-100 scale to convert the data into comparable
values. For those variables which hold a positive correlation with the country’s attractiveness
(the higher the score the better the country’s performance in that given field), the formula below

has been applied.
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= R,

On the other hand, those variables which hold a negative correlation with the country’s

attractiveness, such as Political Risk and Tax Burden, required the above formula to be inverted.

Figure 12 - top 10 ranking

Top 10 ranked countries

United States
Germany
Canada

Chile obtained yielding the most performing countries for MCC’s
Mexico
Uruguay . . . . . .
Brazil international expansion (see Appendix 10). For instance, the highest-
Puerto Rico
L ranked country is the United States followed by Germany (which is the

Costa Rica
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home market), Canada, Chile, Mexico and Uruguay (See Figure 12) meaning that these
countries present the most favorable economic and political environments combined with
relevant growth potential and a suitable FDI-related ecosystem.

5.3 Country clustering

Before conducting the clustering analysis, a comprehensive data pre-processing approach was
used. Initially, due to the extensive dataset, Principal Component Analysis (PCA) was
employed to reduce dimensionality and transform variables into 8 factors. These factors
collectively explained 85.690% of the cumulative variance (Appendix 6), indicating their
significance in explaining the variables, and as such, no factor was discarded. Utilizing an
orthogonal rotation method, specifically, Varimax, ensured that the derived factors were
uncorrelated, simplifying interpretation and minimizing the number of variables with high
loadings on each factor (IBM Corporation 2021).

The clustering analysis in SPSS was then conducted using a Hierarchical clustering approach.
This method was chosen to partition the data into groups based on their similarity, without the
need to predefine the number of clusters beforehand (IBM Corporation 2021). By employing

Hierarchical clustering, the analysis remained unbiased and free from any predisposition toward
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initializing factors. This allowed for a more flexible exploration of the data structure, ensuring
that clusters emerged naturally based on their inherent similarities.

This first clustering analysis, conducted using the factors derived from the principal component
analysis, revealed 7 group clusters and 4 individual clusters. However, it presented several
challenges, particularly in terms of interpretability and the congruence of groupings, which
seemed inconsistent with cultural and linguistic similarities among countries (Appendix 7).
Moreover, the sample size of 36 countries raised concerns regarding the reliability of the factor
analysis approach, since it is widely acknowledged in literature the necessity of having enough
observations to ensure robust factor solutions (Goretzko and Biihner 2022)

Considering these limitations, an alternative methodology was adopted. Firstly, to refine the
analysis, a meticulous process was undertaken to select pertinent variables. Using the computed
correlation matrix, variables exhibiting high correlation coefficients (>0.7) were identified for
exclusion, resulting in the 25 aforementioned variables. Subsequently, variables with
substantial weightings (>5%) were further examined using SPSS software to analyse bivariate
correlation using the Pearson test. This revealed significant correlations in variables such as

Figure 13 - Final dendrogram for cluster analysis
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Euclidian multi-variation, as it is robust, particularly for small datasets, and is sensitive to
outliers (Milligan and Cooper 1988).

The adoption of this method yielded notably improved results, as evidenced by the coherent
grouping of high-ranking countries (Figure 13). This not only simplified the interpretation but
showed consistent results. The clustering yielded 8 group clusters and 2 individual clusters,
analyzed at the smallest distance possible (=1).

5.4 Combination between cluster and ranking analyses

When examining country ranking and clustering, it's crucial to conduct a comprehensive
analysis that provides distinct and valuable insights without redundancy (Cavusgil, Kiyak and
Yeniyurt 2004). Clustering provides a visual depiction of groups with similar structures but
might not fully unveil market potential. On the other hand, ranking identifies the most appealing
markets but might not depict the similarities and distinctions among them (Cavusgil, Kiyak and
Yeniyurt 2004). Thus, combining the two approaches is essential. After a comprehensive
analysis of the dendrogram, eight group clusters and two individual clusters were identified
(Appendix 8). This analysis employed a clustering distance level of 1 to distinguish between
clusters. The decision to use a distance level of 1 was aimed at creating clusters that exhibit
higher similarity, cohesion, and precision. At this level, the formed clusters display significant
intra-cluster similarity, indicating shared characteristics among their members. Additionally,
the smaller cluster sizes ensure greater cohesion and the precision of the clusters is enhanced
as they represent more specific and distinct groups within the dataset. Despite potentially
resulting in a larger number of clusters, this early level allows for a finer granularity, which is

valuable for subsequent combined analyses with the ranking data.
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3| in the future. On the other hand, Cluster 10 comprises countries
1

ranking in the top 3: Germany (the home country), the United States, and Canada, which

represent top-performing countries.

While some clusters, such as clusters 4 and 5, contain countries in the top 10, they were deemed
non-strategic due to the inclusion of low-ranked elements within the clusters. Other clusters
were discarded as they offered poor internationalization possibilities.

5.5 Selection of highest potential markets

Through our integrated analysis of ranking and clustering outcomes, the highest potential
markets were found. As previously mentioned, particular emphasis was placed on clusters 2
and 10 for their significance. Considering MCC’s aspiration to expand into Canada and the
United States, both nations emerge as top contenders due to their high-ranking status, strategic
positioning within clusters, minimal cultural divergence from Germany, and exemplary
performance across various metrics.

Within cluster 2, multiple potential markets come to light. Our decision-making process draws
from the ranking findings and the similarities between the countries, identifying Chile, Mexico,

and Peru as the standout markets. Despite Brazil, Uruguay, and Puerto Rico holding higher
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positions in the rankings compared to Peru, the decision to opt against them was based on
several reasons. Brazil already houses ongoing company operations, Uruguay aligns with
lower-ranking nations within its cluster, and Puerto Rico stands as a solitary entity while also
being an unincorporated territory of the United States. Moreover, the cultural and linguistic
affinities shared by Chile, Mexico, and Peru, despite their high cultural distance from Germany,
make them attractive candidates for market expansion.

6. International market selection — Phase 2

6.1 In-depth market analysis of Mexico — Andrea Cireddu (57549)

To assess Mexico as a possible foreign market destination for MCC, a thorough study of the
country must be conducted. Firstly, Mexico is a Spanish-speaking country located in the
southern part of North America and is the third largest country by size in Latin America
following Brazil and Argentina (Britannica 2024) with a surface area of 1.96 million km?
(World Bank 2021). From a demographic standpoint, Mexico is represented by a total
population of 132.31 million inhabitants (IMF 2024) registering a 9.4% growth in the 2014-
2024 decade (Statista 2024). These are categorized among genders with a ratio of 95.25 males
per 100 women and roughly 67% of the total population is distributed within the 15-64 age
segment (Statista 2022).

Moreover, Mexico presents an improving macroeconomic outlook as shown by Figure 15 with

Figure 15 - macroeconomic indicators in Mexico
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pattern as it peaked in 2023 at 13.8 thousand USD. In 2022, this income can be allocated by
4.04%, 33.55% and 57.6% respectively to the primary, secondary and tertiary sectors (Statista
2023) with a strong contribution stemming from free-trade agreements which Mexico

subscribed such as the USMCA, which replaced NAFTA in 2020, contributes to boosting the
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country’s trade links with the United States and Canada (Laura 2018). Also, Mexico’s price-
related spectrum presents a declining phase from the post-pandemic inflationary surge as CPI
growth slows down by 2.4% in 2023 compared to the previous year. When concerning the
employment scenario within Mexico, the 2.9% unemployment rate in 2023 shows the lowest
value ever registered in the country since 2002 (IMF 2024).

Despite the improving macroeconomic environment, Mexico faces several challenges related
to social development and wealth distribution. In fact, in 2022 the number of people living in
poverty conditions was 46.8 million representing almost 36% of the total population. One of
the main reasons for this lies on an uneven income distribution since the richest 20 percent of
the population holds almost 50% of the national income, yielding a Gini coefficient of 45.4 in
the 2010-2022 period which classifies Mexico as the 9™ worst-performing country among the
18 major LAC nations (Statista 2022).

6.1.4.1 Contacts

MCC must strictly consider which points of contact it wishes to establish in Mexico since these
will play a pivotal role in the long-term success of its internationalization operations. For this
analysis, industry associations, government agencies and financial institutions will be taken into
consideration as relevant contacts.

Industry associations: local business-related entities can allow the firm to obtain a better
understanding of the Mexican business consulting environment. For instance, COMCE
(Mexican Council of Foreign Trade) is a private sector organization focusing on promoting
foreign trade, investments, and technologic development with a clear mission of bringing to
Mexico “the best in the world”. Its service portfolio ranges from providing international market
reports on specific products and industries to auditing for compliance with local regulations and
directives which can be an added value for MCC (COMCE 2024). In addition, CNEC (National

Chamber of Consulting Companies) is an institution which mainly focuses on promoting

49



consulting opportunities both in the public and private sector, implementing public policies in
line with the Mexican government and providing market researches and reports useful to
conduct specific projects (CNEC 2024). Moreover, since an FDI into Mexico implies recruiting
local talents, it would be relevant to involve renowned HR companies with strong local market
expertise such as Randstad and eventually join local associations such as AMEDIRH (Mexican
Association for Human Resources Management) which acts as an intermediary in the Mexican
demand and supply of labor (AMEDIRH 2024).

Government agencies: the Mexican Secretary of Economy is a highly important body which
oversees the local economic matters, concerning trade-related policies and foreign investment
dynamics. Therefore, MCC can leverage from the potential information and assistance which
the Secretary can provide throughout the internationalization process in Mexico. Specifically,
ProMéxico, which became public and part of the Secretary of Economy, is the agency which
focuses on promoting Mexico to the international landscape as an attractive, safe, and
competitive destination for foreign investment (Gobierno de Mexico 2024). In addition, the
German embassy in Mexico can provide relevant support to the firm mainly related to dealing
with the different regulatory and legal requirements present in the country (Deutsche Botschaft
2024). Further government agencies which can be relevant to the firm are the Secretariat of
Finance and Public Credit which is the public body responsible for adopting financial incentives
or taxation-related measures (Gobierno de Meéxico 2024) and the Federal Economic
Competition Commission which promotes fair competition policies thus discouraging
monopolistic practices in the market (COFECE 2024).

Financial institutions: the Mexican banking sector has developed during the years, with a

Figure 16 - Mexican assets distribution by leading banks
relevant growth in total assets by 109%

Main banks in Mexico % of total assets held

BEVA 24,50% throughout the decade 2012-2022. Figure 16
Banorte 16,40%
Banco Santader 14,30% .. . -
Citibanamex 13.11% shows the distribution of the 644.27 billion USD
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in total assets held by local banks in 2022 among the largest players in the country. BBVA
owned 24.5%, followed by Banorte with 16.4%, Banco Santander with 14.3% and Citibanamex
with 13.11%. These banks are equally ranked when considering different metrics such as values
of loan portfolio, value of deposits, and equity value hence, MCC may decide to closely
collaborate with these institutions which have a vast experience and footprint within the
Mexican financial industry. Other relevant commercial banks which operate in the market are
HSBC, Scotiabank, Inbursa, Banco del Bajio and Banco Azteca (Statista 2023).

6.1.4.2 Competition

The Mexican automotive consulting industry is characterized both by the presence of large
global management consulting players which diversify their service areas into the automotive
segment, as well as by smaller size local consulting firms which solely focus on this sector.

In fact, a leading management consulting firm operating in Mexico is McKinsey & Company
which, after 50 years of territory presence, has established a strong foothold in the local
consulting industry as the firm currently provides advice to 33 of Mexico’s top 50 companies
(McKinsey 2024). Within the automotive industry, McKinsey supports both OEMs and
commercial vehicles manufacturers in value-chain improvements (ranging from product
development to marketing projects), service internationalization and adoption of future
scenarios related to mobility such as autonomous driving, shared mobility, and e-mobility
(McKinsey 2024). Furthermore, another relevant consulting firm operating in the Mexican
market is Boston Consulting Group which operates in Mexico through 2 strategic offices in
Mexico City and Monterrey (BCG 2024). With respect to the automotive industry, BCG
engages in consulting projects with OEMSs, suppliers, and retailers in several fields such as
business model innovation, supply chain optimization and digital transformation (BCG 2024).
An additional player in the Mexican consulting industry is Bain & Company which leverages

from a vast experience in the automotive sector, with over 1850 consulting engagements while
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focusing on assisting OEMSs and car manufacturers in the disruptive trends which the industry
is facing such as autonomous driving, electric powertrains, and shared mobility services (Bain
2024). Other relevant competitors in terms of company size and width of service portfolio are
Deloitte and PwC which tackle automotive consulting projects through their respective strategy
consulting business units (Deloitte 2024, Pwc 2024). Although, smaller in size compared to the
previous competitors, Roland Berger and Simon-Kucher provide advice on the automotive
industry especially related to transformation on several fields such as battery value chain
management, supply chain footprint and supplier portfolios (Roland Berger 2024, Simon
Kucher 2024). Local consultancies specialized in the automotive sector such as PCA and niche
consulting firms like J.D. Power also pose a threat to MCC as these leverage from a high degree
of knowledge related to the Mexican market (PCA 2024; J.D. Power 2024).

Figure 17 - Positioning map Mexico A i
Therefore, these competitors can be analyzed in terms

) g Deloitte. | “EEDL, of the degree to which their expertise areas are
pwe s ) BAIN & COMPANY (8

e aligned with automotive consulting services and their

H
% respective service portfolio breadth (Figure 17). As a
i MCEC It, the Big 3 t Itancies benefit
P o result, the Big 3 management consultancies benefi
_ from the most automotive services offered and
H therefore appear on the upper-right quadrant on the

Low Automotive sector expertise. High

positioning map, while other large consulting firms such as Deloitte and PwC are less
specialized in the automotive sector because of high service portfolio breadth. MCC, being an
in-house consulting firm, retains Group-level knowledge and expertise and thus differentiates
its service from the competitors by leveraging on the uniqueness of its consulting services

provided to the Group’s brands.
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6.1.4.3 Overall market sales potential and company sales potential

Due to MCC'’s internal nature, an in-depth analysis of the Group’s performance in the different

Figure 18 - MCC internal market share estimation

W Group vehicles sold in Spain (units) 192311 countries of interest was carried out. In fact,
Worldwide vehicles sold by VW Group (units 7.957.288

VW Spanish internal market share 2,42% ﬁ N

Total W Group revenue worldwide 279232.000000¢| > | because of restricted data access on sales
VW Group Revenue in Spain 6.748.453.135€

Total vehicles sold in Portuguese market (units) 201890 across specific regions, a top-down approach
VW Group market share 11,7%

VW Group vehicles soldin Portugal (units) 23621 | @ : . . .
Worldwide vehicles sold by YW Group (units) 7es7.208 |2 | Was adopted with the aim of estimating the
VW Portuguese internal market share 0,297% |2

Total VW Group revenue worldwide 279.232.000.000€ N .

W Group revenue in Portugal s2s.897.405¢| | Qroup’s revenue across Spain and Portugal
Revenue of VWGS Consulting Iberia 2.500.000€| = . . . .

Total VW Group Revenue in Iberia 7s577.3msa0¢|8 | (COUNtries in which MCC lberia operates)
VWGSC Internal Market Share 0,0330%| *

assuming an even distribution of revenue generated from the sale of each vehicle worldwide.
Consequently, “the internal market share” of the consulting unit was obtained and shows that
the latter contributes to the generation of 0,033% of the whole Group’s revenue as shown in
Figure 18.

A similar approach was later adopted to analyze Mexico’s attractiveness in terms of obtainable
revenue by operating in the country. Firstly, to further investigate the Group’s level of
establishment within Mexico, the number of units which the latter sold was divided by the total

vehicles sold in the country thus yielding the respective MC local market share. As previously

Figure 19 - MCC market potential estimation in Mexico

W Group vehicles soldin Mexico (units) 109.226 assumed in the internal market share
Worlwide Vehicles sold by VW Group (units) 7.957.288

AR ) 1373%| 2| calculation, revenue stemming from
Total VW Group revenue worldwide 279.232.000.000 € 2‘

VW Group revenue in Mexico 3.832.888.094¢€|°

VWGSC Internal Market Share 0,0330% each unit is still considered to be
VWGCS Obtainable Revenue in Mexico 1.264.587 €

constant across different countries, therefore the Mexican market share is multiplied by the
Group’s global revenue with the aim of solely obtaining its revenue generated within the
country. Lastly, this result is multiplied by MCC internal market share in Iberia, meaning that
the consulting unit (should it operate on the same level of internal market share as in Spain and

Portugal) could earn €1,264,587 in Mexico as presented by Figure 19.

53



6.1.4.4 Market entry conditions

MCC can leverage on Mexico’s favorable outlook in terms of openness to foreign trade and
investment. In fact, the country’s trade to GDP ratio has peaked at 88% in 2022 (World Bank
2022) with 43.69% of imports being received from the US and 19.94% from China, while
exports are directed by 78.1% towards the US and 2.61% to Canada (WITS 2021). These
figures are highly influenced by the USMCA trade agreement which the US, Mexico, and
Canada subscribed (former NAFTA) to promote international trade among the countries by
reducing tariffs and by setting common regulations that govern trade concerning a wide range
of areas ranging from intellectual property standards to environmental matters (US Trade
Representative 2024). In addition, an EU-Mexico trade agreement exists with the common goal
of lifting non-tariff barriers and reducing tariffs on several trades, thus promoting greater
economic integration through a more efficient flow of goods and services among the countries
(European Union 2024).

Moreover, concerning Mexico’s fiscal regime, a simplistic approach to corporate taxes is
adopted, as the threshold is represented by a flat rate set at 30% on income generated by legal
entities operating in the country, while income tax follows a progressive structure starting from
a 1.92% tax on excess earnings until 35% (PwC 2024). On the other hand, with respect to
consumption of goods and services, VAT is set at 16% which falls below the OECD average
of 19.2% (OECD 2022).

As part of the investment in Mexico, MCC would be required to set up a limited liability
company which can be done by forming, according to the local legislation, the Sociedad de
responsabilidad limitada (S. de R.L.). To incorporate the company, Mexican commercial law
provides a series of procedural formalities to be accomplished. Firstly, an authorization to use
the corporate name of the country must be obtained and a notarized power of attorney is

required. Consequently, a deed of incorporation must be signed and registered through the
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Public Registry of Property and Commerce, which then requires a final registration of the
company in the Federal Taxpayer Registry. Lastly, due to the international nature of the
expansion, the company must also be registered in the Foreign Investment Registry (Garrigues
2024).

6.2 Selection of target market

To identify the most appropriate target market for the expansion of MCC, a comprehensive
selection process was undertaken. This process involved evaluating the highest potential
markets across four key categories: the quality and strength of contacts, the level of market
competition, the market's sales potential, and the conditions for market entry. The evaluation
also considered input from the MCC team, who provided insights to allocate weights to each
criterion based on the business unit's strategic priorities. As a result, greater importance was
given to market entry conditions and market sales potential, with weights of 35% and 40%
respectively. Conversely, the quality of contacts and level of market competition received lower
weights of 15% and 10% respectively, as they were deemed less critical to the business unit's
strategic objectives in the internationalization process.

Each criterion was rated on a scale from 1 to 5, with 1 representing less favorable conditions
and 5 representing the most favorable conditions. When considering the degree and level of
market competition, a rating of 1 indicates a highly competitive environment, whereas a rating
of 5 reflects a less competitive environment. By applying the assigned weights to each

Figure 20 - selection of target market
Selection of target market criterion's score, a composite score

ualityand | Degree and Favorabilit:
Quality © Market sales Y

Category Country strengthof |(level of market potential ofentry [Score| \WaAS Calculated for eaCh Country.

contacts | competition conditions

Weight 15% 10% 40% 35% 100% H H H
s 5 ; = a5 Following this computation, the
Canada 3 2 4 4| 3,65

Countries |Chile 4 4 2 3| 2,85 H H
Mexico ) ] 3 4 s United States emerged with the
Peru 2 4 1 3] 215

highest score, thus being identified as the most suitable target market for MCC's expansion (see

Figure 20).
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7. International entry strategy

7.1 Selection Criteria

To determine the most suitable entry mode for MCS Consulting, various factors influencing the
selection process were thoroughly analysed. These factors include control over operations and
strategy, dissemination risk and uncertainty, flexibility, and resource and capital commitment
control (Hill, Hwang and Chan Kim 1990). Control Over Operations and Strategy refers to the
degree of control MCS Consulting can exert over its internal units' performance and alignment
with long-term goals and competitive positioning in the global market. Dissemination Risk and
Uncertainty represent two distinct risks. Dissemination risk involves the potential misuse of
confidential information by external parties, particularly proprietary knowledge. Uncertainty,
on the other hand, involves the absorption of risks associated with operating in foreign
countries, essentially internalizing external factors. Flexibility refers to MCS Consulting's
ability to adapt and respond to market changes, shifts in customer preferences, and internal
dynamics while ensuring operational efficiency and strategic alignment. It also encompasses
the availability of low-risk entry and exit options in the market. Resource and Capital
Commitment concerns the financial investment and infrastructure commitment required for the
chosen entry mode.

7.2 Analysis of alternative entry modes

When analysing alternative entry methods, they will be categorized into equity and non-equity
modes (Pan, Yigang and Tse 2000). Exporting falls under the non-equity category. It can be
either direct or indirect. Direct export offers greater control over strategy and operations but
involves higher costs due to higher involvement in the exporting process. Indirect exporting,
on the other hand, involves using local agents or distributors, reducing direct involvement but
potentially limiting control over distribution and learning opportunities. These modes have the

lowest control over operations and strategy. It has less risk, not internalizing the risk of the
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foreign country, but high dissemination risk, due to having to share internal information with
the export firm. It has the highest flexibility since there are fewer barriers to exit due to less
resource and capital commitment.

Contractual Agreements, such as Licensing and Franchising, have low control over the
operations and strategy of the licensee. It involves high knowledge transfer, resulting in high
dissemination risk, but flexibility remains high, with contracts usually specifying detailed
obligations, resulting in less risk and barriers to exit and low financial losses. Resource and
capital commitment is relatively low but still present.

Regarding equity modes, they can either be shared or full ownership. Shared Ownership
involves joint ventures (JV), where two or more partners establish a new business entity in a
foreign country. Joint ventures usually benefit from having partners with complementary
businesses, but they can face challenges such as conflicting goals and poor decision-making,
which could lead to instability. However, it allows for the sharing of costs and risks, making
them less strenuous. Regarding dissemination risk, even though equity modes offer more
security, shared equity has more dissemination risk due to having to share internal information.
Investments are lower but still present but exiting the market may entail certain conditions
depending on the partnership's terms, especially regarding contracts and financial
arrangements, affecting flexibility.

MC Group has the option of opting for full ownership in a foreign country through greenfield
investment. Greenfield investments involve setting up new operations from scratch. This option

. . Figure 21 - alternative entry modes
provides MC with complete control over

Export FDI

foreign Operations but requ”'es a Slgnlflcant Indirect Direct Contractual Shared Full

Exporting  Exporting Agreements. Ownership  Ownership

number of resources and may delay entry.

Control over 0";1'rlllilll|\ and Strategy High
- . - . . Dissemination risk / Uncertainty High
There is also high risk involved since MC

High Flexibility

would have to deal with foreign externalities, R
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which would limit its flexibility, as well as having high barriers to exit, but very low
dissemination risk. Choosing this option allows MC to have full control over MCC's operations
and strategy, allowing it to use the MC network, and making it easier for global management
(Figure 21).

7.3 Entry mode selection

After analysing the FSA-CSA Matrix, it is evident that the competitive advantage of the
business unit is heavily dependent on its exclusive and tacit know-how. Choosing entry modes
that offer lower levels of control could put this advantage at risk, leading to the dissemination
of crucial information and higher transaction costs for enforcing contracts. Therefore, it is
advisable and expected to adopt entry modes that offer a higher degree of control and lesser
dissemination risk to mitigate the risks associated with maintaining their competitive
advantage. The Group would want to keep proprietary knowledge and intellectual property
under its control while considering the flexibility and resource commitment required for the
chosen entry mode. It is worth noting that the MCS Consulting Unit is considered an SME but
operates within the MC Group, which is an MNE with ample resources and low resource
restraints. Therefore, resource and capital commitment would be less of a challenge, and
flexibility would be less important. To minimize dissemination risks, high-control entry modes,
such as equity mode with majority ownership, should be considered. It is important to mention
that the MC Group has a history of vertical integration to ensure the reliability and security of
their supply networks and strategic alignment, further justifying a Greenfield investment to
enter the US market.

8. Marketing plan

8.1 Marketing objectives
When considering international expansion, companies must formulate an international

marketing strategy to attain their desired marketing goals. International marketing involves
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tailoring existing marketing initiatives from the home country to suit the requirements of a
particular country or geographic region (Rugman and Collinson 2012). Presently, MCC’s
marketing endeavors primarily consist of newsletters and targeted outreach to potential clients,
apart from having a dedicated area on MotorCar Group Service’s website. As an internal
consulting service, most projects are internally assigned, resulting in a limited engagement in
external marketing activities by the company. Nonetheless, the company is striving to enhance
internal awareness of its services.

Entering the US market will enable MCC to leverage its potential, as it represents a promising
market for consulting services and hosts numerous MotorCar brands. This will be achieved by
establishing specific, measurable objectives. To begin with, considering the significant sales
potential in the US market, the primary objective will be to enhance sales and revenues. In the
long run, this will result in expanding market share, potentially capturing a greater portion of
the market and surpassing competitors.

A second objective will concentrate on enhancing brand awareness and recognition. MCC will
be entering a market characterized by intense competition, both internally and externally. As
revealed in our prior analysis, the US consulting market is fiercely competitive, featuring
external consulting firms that have partnered with the MC Group, alongside internal direct
competitors. Consequently, marketing endeavors will be crucial for MCC to boost awareness
of its services and attract new clients in the US market, which in the long term will also lead to
increased brand visibility and the establishment of brand loyalty.

8.2 Segmentation

To guarantee a firm’s continuous value creation towards customers, a strong combination of
segmentation, targeting and positioning (STP) must be implemented (Kotler and Keller 2011).
Given the internal nature of MCC within the Group, a B2B segmentation approach is necessary

to obtain an in-depth understanding of the potential target market. The latter is constituted by
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the overall 10 brands of the MotorCar Group and may eventually extend (at the firm’s
discretion) into closely related stakeholders such as own brands’ suppliers.
Firstly, the brands can be segmented according to relevant firmographics such as company size

Figure 22 - MC Group brand fi hi . . o
qure roup brand firmographics (in terms of headcount), vehicle deliveries

Brand A Brand B Brand C Brand D
Headcount 200,000 24,000 15,000 15,000
Vehicle deliveries 2,520,000 409,400 288,500 230,700 and annual revenue. Flgure 22 ShOWS
Revenue (billion) 86.4€ 15.3€ 8.0€ 6.2€
CAGR 2024-2028 -0.18% 3.60% 1.35% 1.00%

2028 forecasted revenue  85.78€ 17.63¢ 8.44¢ ease  each MC brand's performance in the

Brand E Brand F Brand G Brand H Brand |

90,000 2,000 42,140 5,200 1573 specific fields. It is possible to identify the
1,900,000 10,112 320,221 13,560 58,224

69.9€ 2.6€ 405€ 2.9€ 1.1€

0.21% -0.50% -0,59% 4.97% 2.41% presence of volume brands such as A, B,
69.31€ 2.55€ 39.55€ 3.52€ 121€

C and D. These represent together around 60% of the total VVehicles delivered in 2023. This is
because this segment tends to charge competitive prices in exchange for cutting-edge
technology thus making mobility more affordable and accessible at a global level. On the other
hand, the opposite segment formed by E, F, G, H and | focuses on high-quality vehicles whose
exclusiveness is driven by the premium prices charged to acquire them. Moreover, an insight
on each brand’s CAGR (2024-2028) has been provided to understand the respective growth
potentials, highlighting that MotorCar CV, H and | are expected to observe the highest increase
in revenue over the proposed 4-year period (Statista 2024). In addition, the addressable market
can be further segmented by adopting a combination of behavioral and psychographic
information such as innovation orientation, company culture and industry trends. As a matter
of fact, key insights can be retrieved from the organizational setting which the MotorCar Group
uses concerning its brands. In fact, the brands identified in the first segment of the firmographic
analysis (A, B, C and D) form part of the Volume brand group from a corporate perspective.
These volume brands work closely to achieve joint growth and efficiency by leveraging
strategic synergies across their division and economies of scale to obtain cost-related
advantages. Additionally, another crucial segment is the Advanced brand group which is

formed by E, F, H and I. These firms work together to streamline a successful path towards the
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electric vehicle industry by pooling crucial industry expertise and resources which then create
lasting synergies among the brands. Moreover, G is categorized in a stand-alone Luxury &
Sports brand group as the leading brand in this sector. Lastly, Trucks constitutes a distinct
segment as one of the world’s largest providers of commercial vehicles with its renowned
brands.

In conclusion, following an infographic analysis supplemented by a combination of B2B
psychographic and behavioral data, 4 main segments can be identified out of the total
addressable market for MCC within the Group, while suppliers constitute an eventual external
segment which the firm can decide to serve at its discretion.

8.3 Targeting

After having segmented the addressable market for MCC it is important to understand which
of the identified segments provides the highest potential in terms of revenue and should thus be
targeted. Therefore, to obtain objective insights related to each segment’s attractiveness, an
analysis of the firm in the home market was carried out (See Figure 23) with the aim of

Figure 23 - MC Group brand firmographics obtaining an estimate

Volume Advanced Luxury & Sport Trucks

Revenue in US market (billion) $8.87 $10.68 $9.70 $10.70 of MCC’s “Internal
Weighted segment CAGR 2024-28 0.05% 0.01% -0.59% -2.11%

Forecasted Revenue 2028 (billion) $8.89 $10.69 $9.47 $9.83 .
Estimated internal US market share % 0.033%  0.033% 0.033% oo3%  market share” which,
MCC cumulative obtainable revenue $2,931,444  $3,525,028 $3,199,667 $3,531,742

Number of brands per segment 4 4 1 4 following the unit’s

MCC per brand obtainable revenue  $732,861 $881,257 $3,199,677 $882,936

internal nature, corresponds to the revenue generated by the latter out of the total revenue which
the Group earns in Iberia. Consequently, as presented by Figure 38 each segment’s revenue
stemming from the respective brands in the US market was summed, and a weighted segment
CAGR for the 2024 to 2028 period was calculated by considering vehicles sold as drivers of
the average. Therefore, the potential 2028 revenue was achieved and by assuming MCC
operates with a similar internal market share to Spain, the unit’s obtainable revenue per segment

is yielded. In addition, the latter can be divided by the number of brands present in each segment
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to understand the obtainable revenue from a per-brand perspective. As a result, it is possible to
conclude that the Luxury & Sports segment represents the highest per-brand obtainable
revenue, while on the cumulative setting, Trucks and the Advanced segment are the most
attractive targets for MCC.

8.4 Positioning

Value proposition and positioning statement, the final step of the STP model, are both key
elements of a successful marketing strategy. Positioning is essential for shaping a brand's
perception among consumers and is largely influenced by customers' personal perceptions and
experiences with the brand. An effective positioning strategy not only enhances brand
awareness, which is critical for MCC’s success but also allows firms to gain a competitive
advantage over the competition (Lin 2011). Therefore, the following sections present the
proposed value proposition and positioning statement tailored for MCC's entry into the United
States market.

8.4.1 Value proposition & positioning statement

A value proposition is a brief statement explaining how a product or service solves a problem,
fulfils a need, or provides specific benefits to a targeted customer segment. An effective value
proposition emphasizes the unique advantages of the offering and how it is different compared
to competitors (Velikiy 2024). MCC should highlight its commitment to providing high-quality,
customized, and comprehensive consulting services to support MC’s companies in improving
their internal processes and achieving their strategic goals. Therefore, a potential value
proposition statement for MCC can be “Empowering MotorCar Group's future with innovative
and efficient solutions”. This value proposition emphasizes MCC’s benefits for its targeted
segment. Firstly, it highlights MCC’s focus on innovation. In fact, as the internal consulting
department of the Group, the company is committed to identifying and developing innovative

solutions to implement the existing strategies of the Group. Secondly, it emphasizes MCC’s
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focus on optimizing processes and operations to enhance efficiency and overall performance.
Additionally, the statement positions MCC as a key player in supporting the brands within the
MotorCar Group in maintaining and strengthening their leadership in the automotive market.

In addition, MCC should adopt a positioning statement, which is about creating a distinct and
valued image or perception of the brand’s offering in the minds of the target market (Velikiy
2024). An effective positioning statement should include several key elements, which are the
firm's frame of reference, given by its target market and relevant competition, unique value
proposition, representing the value offered and its benefits, and a reason to believe that enhances
the company's credibility. In particular, the unique value proposition is a combination of Points
of Parity, which are necessary requirements to present the company as a legitimate and credible
competitor in the market category, and Points of Difference, which are strong, favourable, and
unique associations that make the brand distinct from others (Kevin Lane Keller 2002). An
effective positioning statement for MCC can be as follows: “For MotorCar Group’s brands,
MotorCar Services Consulting offers a comprehensive range of services tailored to optimize
processes and strategies uniquely designed for MotorCar Group. Unlike other consulting firms,
MotorCar Services Consulting stands as a key partner in empowering the Group’s brands,
leveraging its industry-specific expertise, competitive pricing, and its internal insights on the

specific needs and strategies of MotorCar Group .
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8.4.2 Positioning map

The positioning map is a visual representation of Figure 24 - Positioning Map in the United States
$ i £
how MCC differentiate itself from competitorsin |~  ™*kPmG 4
EY Deloitte. g
the United States (see Figure 24). The two key o ’
accenture . MCC
variables analyzed are the Services Portfolio, Capgopini@
indicating its breadth and comprehensiveness,
Internal Expertise
and Internal Expertise, representing the depth of ’
knowledge and information confidentiality
: BPCM.
within the MC Group. To remain competitive | ., -

MCC generally offers more cost-effective services, pricing its offerings at approximately half
the rate of other internal providers.

8.5 Marketing Mix

Companies develop marketing strategies focused on four primary areas, commonly known as
the 4 Ps of marketing: product, promation, pricing, and distribution (Rugman and Collinson
2012). Together these factors provide a comprehensive framework for effectively delivering
MCS Consulting's services internationally (Bhasin 2023).

Product: MCC offers specialized consulting services tailored to the unique needs of MC
brands, including project management, IT consulting, and sustainability initiatives. Their
services are designed to enhance operational efficiency and strategic execution, leveraging in-
depth industry knowledge and innovative methodologies. In international marketing, product
strategies vary depending on the specific characteristics of the product and the target market
segment. Some products or services may not require any specific modifications to be
successfully marketed in the target market (Rugman and Collinson 2012). The services
provided by consulting firms are specialized services, that seek to differentiate themselves and

gain a competitive advantage by emphasizing the uniqueness of the service, whether in terms
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of service function or superior expertise (Valikangas and Lehtinen 1994). This definition of
specialized services aligns well with the services offered by MCC. Therefore, theory suggests
no specific modifications or adaptations are necessary to enter the US market, and MCC can
continue to uphold its expertise in its areas with no alterations. However, certain considerations
specific to the US market must be addressed. Given the highly competitive environment that
characterizes the United States, MCC needs to highlight the competitive differentiation of its
services, based on internal knowledge that applies universally to all countries where MC brands
are present. Therefore, the business unit can promote its services in the US by emphasizing its
distinctive features, which stem from MCC's comprehensive consulting services crafted
specifically for MC brands, and its internal nature. Furthermore, research indicates that
American consumers prioritize speed, convenience, knowledgeable assistance, and friendliness
in services (PWC 2024). Therefore, it is crucial for MCC to emphasize these qualities when
marketing their services in the United States.

Place: Place refers to the distribution channels through which the service is delivered. For MCS
Consulting, this is its network of physical offices as well as digital platforms, such as its
website. To determine the most suitable location for establishing the first office, several factors
need to be considered. Proximity to clients is important for MCC as it can reduce travel
expenses and facilitate collaboration with partners (Bhasin 2023). Therefore, the two best
options for MCC are Chattanooga, Tennessee, where one of the largest MC production plants
is located, or Reston, Northern Virginia, close to the Corporate Headquarters of MC Group of
America. Both locations offer high potential due to their large workforce, numerous projects,
and decision-making centres. However, the manufacturing plant in Tennessee has 5,500
employees, 55% of the total workforce of MC Group of America, compared to 1,000 employees
in Reston. Additionally, MC Group has already a strong commitment to promote the economic

growth of Chattanooga, fostering community development innovation, with more than USD
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4.3 billion invested in the area since 2008. Moreover, Chattanooga’s central location in the
southeastern US, advanced logistics infrastructure, entrepreneurial and technological focus, and
business-friendly environment make it a strategic hub for MCC to effectively serve clients
across the country (Greater Chattanooga Economic Partnership n.d.). Therefore, the
recommended entry location for establishing the first office in the US for MCC is Chattanooga,
Tennessee.

Price: In terms of pricing, MCC currently employs a competitive pricing strategy. Competitive
pricing entails evaluating the prices of comparable products or services provided by competitors
to establish one's pricing strategy (Deland 2022). For MCC, this means comparing its rates with
those of internal competitors, to establish pricing for its services. Within competitive pricing,
MCC adopts an aggressive pricing strategy, aiming to maintain a price gap between itself and
its competitors (Deland 2022). This translates into offering services at a lower rate compared
to competitors. In Germany, MCC's consulting service rates typically range between €700 and
€1000 per day of work, exclusive of additional expenses such as travel costs and VAT
(Tashakori and Valverde 2024).

Given the analogous internal competitive landscape in the US and the presence of numerous
MC brands, which indicates significant demand, it would be appropriate for MCC to persist
with a pricing strategy akin to its approach in Germany. MCC can employ a value-based pricing
strategy that emphasizes the superior value and unique benefits of its consulting services. This
approach involves analyzing the prices of comparable services offered by competitors, and
setting rates to reflect the added value MCC provides through its deep industry expertise and
internal insights. Specifically, MCC will adopt an aggressive pricing model, offering services
at approximately 10-15% lower rates than key competitors. Adapting this strategy to the US
market, competitive rates will be set in a way that reflects local market conditions, even though

there is little publicly available information on rates charged by consultants in the US
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(Consulting.us 2023), they are expected to be between $800 and $1,200 per day, to account for
higher operational costs and market expectations in the US. This pricing strategy will help
penetrate the market effectively and build a strong client base among MC brands.

Promotion: Considering the significant role brand loyalty holds within the consulting industry,
it is imperative for MCC to invest substantial efforts in promotion to establish a strong presence
in the market. To increase its brand visibility and attract new clients within the Group’s brands,
MCC can adopt several promotional strategies, before and after establishing its presence in the
country. A traditional marketing approach that can be adopted involves speaking, presenting
and sponsoring industry events around the country. Since the state of Tennessee is very famous
for its automotive and manufacturing industry, it hosts many industry events that offer network
opportunities for MCC to connect with potential partners and stakeholders. For instance, the
Southern Automotive Conference is a famous event that attracts major OEMs (Southern
Automotive Conference 2024). Additionally, the company can leverage internal
communication channels within the Group, utilizing the company's intranet and internal
newsletters to promote its services. Organizing targeted meetings with department heads and
business unit leaders of MC Group of America can also be beneficial. These meetings will
allow MCC to gain insights into the specific needs, challenges, and priorities of the different
business units within the Group and explore potential project opportunities. Integrating digital
promotion strategies is also essential for improving brand visibility. By implementing search
engine optimization (SEO) strategies, MCC can improve its website's ranking in online search
results, making its content more accessible to the audience (Ellis 2023). Additionally,
establishing a strong presence on social media platforms, like LinkedIn and Twitter, offers an
opportunity to broaden MCC's reach and interaction, by regularly sharing relevant content and
engaging with followers. Furthermore, since potential clients may have previously entrusted

consulting projects to competitors, building new trust relationships is paramount. To
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demonstrate the credibility of its services, the business unit could promote previous case studies
showcasing successful projects undertaken in the past and the significant benefits they provided
to clients.

9. Financial forecast

9.1 Assumptions

Financial forecast covers financial estimates, projections, and analysis for the business unit
across a 6-year period ranging from 2025 to 2030. The new company's operation is assumed to
be conducted in a 2000ft? office, in the city of Chattanooga Tennessee, home to one of the
largest manufacturing plants of MotorCar Group consisting of 5,500 employees. It is assumed
that the new consulting division will initiate with 10 full-time employees with a constant
addition of 5 full-time employees in each of the following years, who will be compensated as
per the average consulting industry rate prevalent in the state of Tennessee (Indeed 2024). The
compensation will comprise basic pay with gradual increments along with mandatory
contributions to every employee’s respective retirement account (Carry 2024). Employee
addition and retention are key to growth in the sale of services and building a strong clientele.
It is assumed that the company will commence operations in the 1% quarter of 2025 after the
completion of necessary incorporation and compliance procedures. No loans will be needed to
finance the expansion, as it is expected that the MC Group will finance the internationalization

efforts.

9.2 Market size and market share estimation

Previously, an analysis was conducted to determine the market sales potential and market share,
revealing figures of 7.3 million and 0.033%, respectively (refer to Error! Reference source
not found., chapter 6). The analysis involved certain assumptions, particularly regarding the

correlation between MC’s car sales and the demand for MCS Consulting. As such, the stronger
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Internal Market

MotorCar's presence in the US, the greater the revenue potential for MCS Consulting. However,

it's crucial to acknowledge a decline in MC car deliveries to the US in 2023, which impacts

obtainable revenue projections for this market. To estimate the internal market share, group

revenues from the Iberian market (Spain and Portugal), where MCS Consulting operates, were

used. Yet, considering the global clientele, estimating market share solely based on Iberian data

poses challenges. Additionally, it was assumed that MCC could replicate this market share in

the US almost immediately, even though it took several years to reach 2.5 million in revenues

in the Iberian market.

To address variations in our assumptions and data, a two-factor sensitivity analysis was
Figure 25 - obtainable revenue in the United States sensitivity analysis
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550000
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600000
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8,865,620
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700000
4,912,789
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11,053,776

s conducted. This analysis

5,263,703

789584 reyealed a  worst-case
8,685,110

10,527,406
118433321 scenario, where a lower

market share of 0.02% and reduced car deliveries in the US could lead to a possible obtainable

revenue of 3.8 million (Figure 25).

9.3 Operational plan

In the operational plan, financial aspects of the business unit’s overseas expansion strategy will

be explored involving revenue and cost estimates, and a detailed income statement. The analysis

not only presents a comprehensive evaluation of financial outcomes but also includes an

operational risk analysis summarizing any potential changes and uncertainties faced while

conducting daily business activities and operations.

9.3.1 Revenue estimation

Due to the internal nature of the business unit, and the lack of information regarding specific

revenue streams, an estimation of revenues from sales for the next 6 years (2025-2030), was

conducted. Consulting services, project-based fees and retainer agreements were considered

potential revenue streams for MCS Consulting. Project-based fees would entail the bulk of the
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business of MCC in the United States. These fees would be charged to clients on a project basis

and could change based on the scope, complexity, and duration of the project. Clients may pay

Figure 26 -Revenue estimation

Year/revenue stream 2025 2026 2027 2028 2029 2030
Consulting fee (daily) $30,000.00 $35,000.00 $40,000.00 $45,000.00 $48,000.00 $52,000.00
Project-based fee

Assumed Average Daily rate as fee $1,100.00 $1,265.00 $1,518.00 $1,897.50 $2,428.80 $3,206.02

Average Duration in Days of a Project| 36 36 36 36 36 36

Total Cost per project $39,600.00 $45,540.00 $54,648.00 $68,310.00 $87,436.80 $115,416.58

Increase in rates - 15% 20% 25% 28% 32%

Average number of Projects ina Year 12 18 24 30 36 42
Total project-based fee $475,200.00 $819,720.00 $1,311,552.00 | $2,049,300.00 | $3,147,724.80 | $4,847,496.19
Retainer Agreements - $15,000.00 $20,000.00 $25,000.00 $28,000.00 $35,000.00
Total revenues $505,200.00 $869,720.00 $1,371,5652.00 | $2,119,300.00 | $3,223,724.80 | $4,934,496.19

a fixed fee for the entire project or an hourly/daily rate for the consulting services provided.
Reflecting historical MCS Consulting practices, it is assumed that projects are billed daily to
clients at a rate of $1100 per day (1000 euros accounting for currency exchange), with a team
size of 5 individuals per project and a standard project duration of 2 months, encompassing 36
working days (Loos 2023). Based on these assumptions, MCC is forecasted to realize revenues
of $475,200 in the initial year exclusively from project-based fees (See Figure 26).

In addition to project-based fees, consulting fees represent another significant revenue stream
for MCS Consulting. These could come from providing advisory services to clients and offering
specialized expertise to address specific business challenges. These consulting services range
from a broad spectrum of services beyond project-based ones. Anticipating either fixed-rate or
hourly-rate arrangements, it is projected that MCC could accrue $30,000 in the first year
primarily through the delivery of advisory services to its clients (See Figure 26).

Beyond the initial year, retainer agreements emerge as a pivotal revenue stream for MCC,
promising consistent income while fostering accessibility and sustained engagement with
clients (Investopedia 2024). Retainer agreements offer various structures, ranging from hourly
retainers to comprehensive consulting contract retainers, facilitating ongoing communication
and fostering enduring partnerships with clients (Williams 2023). It is projected that in the

second year of operation within the United States, retainer agreements will contribute $15,000
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to MCS Consulting's revenue stream, reflecting the growing emphasis on establishing long-
term client relationships and ensuring continual value delivery.

As the business unit solidifies its presence in the market, it is estimated that there will be an
increase in staff numbers leading to an increase in projects, mirroring the growth trajectory
witnessed in the Iberian region. This would increase the average number of projects in a year
to 42 in 2030. Moreover, daily rates would be expected to increase, resulting in 4.8 million in
project revenues alone. Additionally, with an increased reputation and an expanding client base,
both consulting and retainer revenues are expected to increase, leading to a projected total
revenue of 4.9 million dollars in 2030 (See Figure ).

9.3.2 Cost estimation

Figure 27 - ratio COGS/operating

In the cost estimation process, analysing the Cost of Goods Sold
2020 2021 2022

(COGS) is crucial. Given the unique internal dynamics of the . .

60%
business unit, which sells services, COGS can exhibit significant = 50%
40%

fluctuations among firms. With limited internal financial metrics 2%

20%

available, it was analysed the competitors' COGS to determine a 182/2 ---

median value applicable to MCC. Our analysis focused on key Retlo COGS/Op. Revenue
competitors in the US market, including the big four consulting firms (Deloitte, PwC, KPMG,
EY), as well as McKinsey & Company and Roland Berger. It was calculated the ratio of
Operating Revenue to COGS for the years 2020 to 2023 using Orbis. A box and whisker plot
was employed to identify outliers and determine the mean value suitable for MCS Consulting
(see Figure 27). This resulted in a ratio of 8.67%. The cost estimates reflect all possible capital
and operating expenses that will be incurred by the business unit to operate its business in the
US market. On average, the company is expected to spend $17,000 on compliance and setup

costs. These costs will include all kinds of compliance activities and procedures involving filing

for operating agreements, articles of incorporation and commencement of business, attorney
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and services fees, company and employee Identity numbers, tax registration, among others (Raj
2023). Following the incorporation, the business unit is expected to establish its office in
Chattanooga, Tennessee to operate with the manufacturing base located in the city. The
estimated office costs in 2025 are expected to be $304,200 which will involve office space,
rent, insurance, and interior design. The office space will be 2000ft? with an average rental and
fit-out of $24.5 (Commercial Cafe 2024) and $127.00 (Cushman & Wakefield 2023) per square
foot. The company will incur a 1-time cost of $254,000 on fit-out and interior followed by an
annual insurance of $1,200. To support the business activities, the company will employ 10
people in the 1% year with a steady increase of 5 employees each year till 2030. The employee’s
salary structure will involve basic pay and employer contribution to $401,000 ranging between
4 and 6% as per the government regulation. Furthermore, these employees will be provided
with a dedicated laptop system and IT support that would amount to $35,000 per year
(Outsource 2022). All the essential utilities such as gas, water, electricity, heating, and the
Internet (Anna 2023) are expected to cost the company $27,428.57 in 2025. Advertising and
Marketing activities will comprise of social media advertisement, email marketing and SEO
resulting in an expenditure worth $34,200 in the initial year of operations (WebFX 2021). All
employees will be provided with a reimbursement on any business travel associated with client
meetings and conferences, as a result a budget of $10,000 is created as part of travel expenses.
It is believed that $5,000 will be spent annually on office stationery and supplies. Additionally,
corporate federal (PwC 2023) and Tennessee State taxes (Tax Foundation 2024) will be levied
on the profits remaining post adjustment of depreciation. Furthermore an 8 to 10% estimate
increase per year on all costs except office supplies and COGS has been assumed given the

level of cost margin and inflation prevalent within the US market.
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9.3.3 P&L statement
The P&L statement for the period spanning across 6 years (2025-30) reflects the comprehensive
financial performance of the business unit. During the given period, several changes comprising

of market dynamics, operational adjustments and growth prospects have been considered

(Figure 28).
Figure 28 - P&L statement
Year 2025 2026 2027 2028 2029 2030
Sales/Revenue $505.200 $869.720 $1.371.552 $2.119.300 $3.223.725 $4.934.496
CoGS -$43.801 -$75.405 -$118.914 -$183,743 -$279.497 -$427.821
Gross Profit $461,399 $794,315 $1,252,638 $1,935,557 $2,044,228 $4,506,675
Salaries & Wages -$463.334 -$729.750 -$1.041.110 -$1.405.499 -$1.855.259 -$2.424.205
Utility Expenses -$27.429 -$29.897 -$32.588 -$35.521 -$38.718 -$42.202
Office Supplies -$5.000 -$5.000 -$5.000 -$5.000 -$5.000 -$5,000
Technical & Subscription Expenses -$35.000 -$37.800 -$40,824 -$44.090 -$47.617 -$51,426
Advertising & Marketing -$34.200 -$36.936 -$39.891 -$43.082 -$46.529 -$50.251
Regulatory and Compliance Costs -$17.000 -$18.360 -$19.829 -$21.415 -$23.128 -$24.979
Travel -$10.000 -$11.000 -$12.100 -$13.310 -$14.641 -$16.105
Office costs -$304.200 -$64.216 -$68.553 -$73.238 -$78.297 -$83.760
EBITDA -$434,763 -$138,644 -§7,257 $294,402 $835,040 $1,808,747
Depreciation -$23.362 -$23.362 -$23.362 -$23.362 -$23.362 -$11.362
EBIT -$458,125 -8162,006 -830,619 §271,040 $811,678 $1,797,385
Tax Deducted - - - $74.536 $223.211 $404.281
Net Income -$458,125 -$162,006 -830,619 $196,504 $588,466 $1,303,104

It is estimated that during the commencement of operations, the costs incurred to operate
business activities are higher than the sale of services thereby projecting a negative net income
of $458,125. However, with the increase in the number of clients and consulting rates, the
business unit is expected to show steady revenue growth achieving a compounded annual
growth rate of 46.21% across the 6 years with a positive net income of $1.3 million in 2030.
The growth is primarily driven by having multiple revenue streams involving general
consulting services, retainer contracts with existing and new clientele, and project-based fees.
MCC also remains committed to optimizing operational efficiencies and cost management
initiatives throughout the period. The expense section of the statement comprises of several
operating expenses such as advertising and marketing to capital expenditures involving office
expenses and tech support. Additionally, corporate federal and Tennessee state taxes will be

levied on the profits remaining post adjustment of depreciation. In conclusion, the P&L
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statement for the 6 years reflects the company’s adaptability and commitment to sustainable
growth and profitability and ensures value creation for the parent organization.

9.3.4 Operational risk analysis

It is essential to assess the risks that MCC may face when entering the US market, attributed to
differences in business environments and regulations (Kubickova and Toulova 2013). Revenues
are expected to increase mainly due to an increase in the number of projects, as observed in
Iberia. However, MCC faces the risk of not achieving its sales potential due to higher
competition in the US market and unpredictability (Insureon 2022), posing a threat to
profitability and directly impacting profit margins. Therefore, MCC should implement a robust
monitoring system to regularly assess its actual performance and make necessary adjustments
to future projections accordingly. Moreover, the business unit may face challenges in recruiting
and retaining skilled employees in the competitive US job market (Kubickova and Toulova
2013). Despite the company’s strong internal hiring structure and its good reputation as a
subsidiary of the MotorCar Group, salaries aligned with Tennessee averages may not be
sufficient to attract top talent. To mitigate this risk, MCC should consider adopting competitive
compensation, attractive benefits for employees and opportunities for career advancement
(Liberty Mutual insurance 2022). Additionally, office expenses and utility costs may increase
more than the estimated rate, leading to an increase in operating costs, negatively impacting
MCC’s bottom line. To address the risk, the company could invest in energy-efficient solutions
to reduce utility costs and negotiate long-term rental agreements to stabilize expenses. Finally,
MCC's unexpected legal and compliance risks may emerge from evolving regulatory
landscapes (Gartner 2024). Lawsuits, breaches of contracts, or policy changes can lead to
substantial costs, underscoring the necessity for the company to continuously monitor legal
updates and look for local expertise of legal advisors to effectively navigate regulatory

frameworks (Gajendrakar 2024). In Appendix 11, the total risk was determined by multiplying
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the potential impact of each risk on MCC's profitability by the likelihood of its occurrence
(Evrin 2021), resulting in a total risk of 10.5% (Appendix 11).

9.4. Investment plan

This section aims to propose a functional investment plan for MCC internationalization in the
US market, with a clear focus on the several financial components of this project.

9.4.1 Capital expenditure

A detailed CAPEX analysis was conducted to identify the main components on which the
Figure 29 - CAPEX component breakdown

Fit Out cost per Sq ft in Tennessee $ 127.00| Ccompany will be required to
Assumed Office Space size in Sq ft $ 2,000.00 i

One Time Cost for fit-outs and interior design ~ $ 254,000.00 allocate - funds to
Office Stationary Supplies $ 5,000.00 successfully pursue its
Utilities purchase and installation fees $ 10,000.00

!;?:;i;‘f;;i Computers i: 323‘883'88 expansion.  Considering  an

average fit-out cost in Tennessee of $127 per ft? (Statista 2023) and assuming that MCC will
be renting office space close to 2000 ft?, the main CAPEX category is represented by fit-out
costs and interior design which have been estimated to reach $254,000. Further expenses stem
from computers and IT hardware, utility purchases, and office stationery amounting to a total
of $329.000 CAPEX as presented by Figure 29.

9.4.2 Investment in net working capital

As a consulting service provider, MCC plans to expand its operations in an overseas market
and since the business unit is internal to the MotorCar Group any contribution related to
financing operations and investments abroad will be borne by the holding company. The parent
organisation will provide all possible financial support to ensure the subsidiary’s success and
facilitate its growth. Hence, there is no computation of working capital in the P&L statement.
9.4.3 Salvage value

Depreciation was calculated by adopting the straight-line method through the rates provided by

the IRS (IRS 2024). Figure 30 shows the total amount of annual depreciation for the first 5
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Figure 30 - Annual depreciation plan using SLM years of operation
Depreciatable CAPEX Depreciation rate Annual Depreciation

Portion of fit-out and interior design costs $ 76,200.00 14.29% $ 10,885.71 .

Utilities purchase and installation fees $ 10,000.00 4.76% $ 476.19 that will be equal
IT hardware & Computers $ 60,000.00 20.00% $ 12,000.00

Total $ 146,200.00 $ 2336190 {0 $23.361,90,

after which it will drop to $11.361,90 (since IT hardware & computers will be fully depreciated)
and will remain constant for the following 2 years. As MCC’s investment is not bound by a
finite asset useful life, meaning that the firm will not sell the latter at the end of the period,
salvage value will be equal to zero considering straight-line depreciation.

9.5 Financing plan

The international expansion of MCC into the United States will be funded by the German
branch. They will allocate financial resources and offer financial security to cover potential
losses during the initial years of expansion. Subsequently, the aim is for the business to become
self-sustaining.

9.6 Financial viability

9.6.1 Profitability ratios

Based on the mentioned assumptions, different profitability ratios were calculated to assess

MCC'’s ability to generate profit in the US. Firstly, strong relevance should be placed on the
Figure 31 - profitability ratios

Profitability Ratios 2025 2026 2027 2028 2029 2030 Year 2028 since this
EBITDA Margin__ -86.1% __ -15.0% _ -0.5% 13.9% 25.9% _ 36.7%
Return on Sales -90.7% -18.6% -2.2% 12.8% 25.2% 36.4% Constitutes a turnlng
Net profit margin___-90.7% __ -18.6% __ -2.2% 9.3% 183%  26.4%

point for the firm as it will start operating on a profit and hence all the presented indicators will
be exhibiting a positive trend from there onwards. In fact, both EBITDA Margin and Return on
Sales show a negative performance in the first three years of operation and reach approximately
13% in 2028 while peaking at roughly 36% in 2030. These two indicators behave similarly
because of the low impact that Depreciation and Amortization make on the EBIT. Additionally,
the Net Profit Margin presents a similar trend in terms of a positive sign change in 2028 with

an expected increasing roadmap by 17 percentage points from 2028 to 2030 (See Figure 31).
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9.6.2 NPV

To assess the profitability of MCC’s international expansion, Net Present value (NPV) analysis
was used. NPV is a crucial metric that represents the total present value of future cash flows,
Figure 16 - NPV, IRR and payback period calculations

both inflows and outflows, associated with the investment. A positive NPV generally indicates
that a project is financially viable, while a negative NPV suggests that the project may not be
worth undertaking (Fernando 2024). In conducting the analysis, the Weighted Average Cost of
Capital (WACC) was initially calculated and then used as the discount (Hargrave 2024). Since
the firm will be financed by MCS Germany, a debt-free structure was assumed, and the cost of
equity was used as a proxy for the WACC. To estimate the cost of equity, the average 10 year

U.S. Treasury yield of 4.5% (Niedens 2023) served as a proxy for the risk-free rate, while the

US Equity Risk Premium of 4.6% (NYU 2024) was used as the market risk premium.

Figure 32 - WACC estimations Additionally, an unlevered Beta
WACC
4.50% 10 Year US Treasury Bonds of 0.9 (NYU 2023) was
0.9 Unlevered Beta Business and Consumer Services
4.60% US Equity Risk Premium

8.64%  Cost of Equity considered to measure the market

risk. Overall, the WACC resulted to be 8.64% (See Figure 32). Next, operating, investment,
and free cash flows, were calculated considering the projected revenues and associated costs
and the free cash flow was then discounted using the determined WACC (Figure 32). The

resulting NPV amounted to $509,283, meaning that the investment is profitable and financially

feasible. Figure 33 — NPV Analysis

Year 2024 205 2026 2027 208 2029 2030
Sales/Reveme $505.200 $869,720 1,371,552 $2,119,300 $3223.725  $4,934,496
Gross Profit $461,399 $794,315 $1.252,638 $1.935557 $2.944228 54,506,675
EBITDA 5434763 S138.644 7257 $294,402 835,040 51,808,747
EBIT 458,125 $162,006 $30,619 $271,040 811,678 §1,797,385
Net Income 458,125 $162,006 530,619 $196,504 $588.466  $1,303,104
Depreciation 523,362 523,362 $23.362 $23.362 $23.362 $11.362
Operating CFs 5434763 S138,644 $7257 $219,866 S611,828 51,314,466
CAPEX $329,000

Investment CFs  -$329,000

Free Cash Flow  -8329,000 -$434,763 -8138,644 -§7,257 $219,866 $611,828 $1,314,466
Discount Rate 8.64%

Discounted FCF _ -§329,000 -5400,187 -$117.,469 -85,659 §157,834 §5404,279 §799,486
NPV §509,283

IRR 20%

Payback period  5.06 years
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9.6.3IRR

The Internal Rate of Return (IRR) represents the discount rate which makes the NPV of all cash
inflows and outflows of the investment equal to zero (Ganti 2024). Together with the NPV, the
IRR is used to evaluate the profitability of a project, by comparing it to the cost of capital. In
the case of MCC’s expansion into the US market, the IRR resulted equal to 20%, exceeding the
company’s WACC of 8.64%. This means that the project is considered feasible, as it is expected
to generate returns higher than the cost of capital.

9.6.4 Payback period

Another measure to evaluate an investment’s profitability is the payback period which indicates
how much time it takes for an investment to generate enough cash flows to recover its initial
cost. Investments with shorter payback periods are generally considered more attractive
(Ungvarsky 2023). For MCC’s expansion, the payback period is projected to be 5.06 years,
meaning that the company will fully recover its initial investment by the start of 2030.

9.7 Sensitivity and scenario analysis

Considering the numerous assumptions based on the financial assessment of the expansion plan,
a comprehensive sensitivity analysis was conducted to estimate the impact of varying key

Figure 34 — one-factor

variables. Initially, a one-factor sensitivity analysis was conducted to sensitivity analysis NPV -
WACC

. . . . . Di t Rat
examine the NPV in response to fluctuations in the discount rate. The a0,

806,346

5.50% 727,079

discount rate, approximated by the WACC excluding debt considerations, 3282? gggggg
. 0 il

. . 8.64% 509,283

ranged from 4.5% to 10.5%. Notably, the NPV remained positive across o.s% 456,925

10.50% 399,539

this spectrum (Figure 34).

Moving beyond, several two-factor sensitivity analyses were undertaken to account for the

potential variability of the Figure 35 -sensitivity analysis: impact of 2025 revenue variations on NPV

Revenues Year 2025

. . 355200 455200 505,200 555200 655.200
discount rate alongside other ~_~ 3% 789.904 886991 935535 984,079 1,081,166
Z % 547846 642,186 689.356 736525 830.865

influential variables. It is 3 % 371213 463260 509,283 555307 647.354
influe : H 12% 186045 275331 319.974 364616 453.902
z 15% 51080 138037 181.515 224993 311,950

18% -60.791 23955 66328 108,701 193447
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important to note that a decrease in  Figure 36- sensitivity analysis: impact of variations in CAPEX on NPV

Capex
; ; 229000 279,000 329,000 379,000 129,000
the discount rate will — 300,000 420403 370403 320403 270403 220,403
£, 400.000 512450 462450 412450 362450 312450
always have a positive £ g 505200 609283  559.283 509,283 459.283 409.283
& 600.000 696541  646.544 596.544 546.544 196,544
700,000 788,591  738.591 688,591 638,591 588,591

effect on the NPV. The
first two-factor analysis analyzed the impact of varying revenues in the year 2025 on NPV,

revealing a significant influence of initial-year revenues on NPV outcomes. It implies the
Figure 37- sensitivity analysis: impact of number of employees on NPV

importance of guaranteeing a NUMBeOTRIOJECTI2025
10 11 12 13 14
w8 521,679 558,130 594,580 631,031 667,482
strong  first year of € 9 479030 515481 551,932 588,382 624,833
g 10 436,382 472,833 509,283 545,734 582,185
. . 2 u 393733 430184 466,635 503,085 539,536
operations. Regarding & 1 351,085 387,536 423,986 460,437 496,888
w13 308436 344,887 381,338 417,788 454,239

expenses, the CAPEX mainly considers property and equipment procurement, with a specific
focus on acquiring property in Chattanooga, Tennessee. However, it's essential to note that
opting for a different location could significantly alter the CAPEX dynamics. It is observed that
variations in CAPEX have a substantial impact on the project's NPV. Specifically, an
incremental $50,000 in CAPEX leads to an average NPV reduction of $50,000. This sensitivity
highlights the direct correlation between CAPEX adjustments and NPV fluctuations,
highlighting its pivotal role in project evaluation and decision-making. As such, changes in both
the CAPEX and Revenue in the year 2025 at the same time would impact even greatly the NPV.
It shows that if revenues don’t meet the target in the first year and CAPEX is more than
expected, NPV can reduce to less than half. Another expense is the salary of the employees.
By reducing one employee, NPV changes by more than $40,000. On the other hand, if the
number of employees remains constant, but productivity increases, i.e. number of projects per
team increases, it has less impact on the NPV (Figure 37).

A scenario analysis was conducted to account for various potential outcomes, particularly

Figure 38 - scenario analysis

(% Change)  Pessimistic Baseline Optimistic ~ considering the current global instability and
Revenues -10% 0 +10%

Salaries & Wages +10% 0 0 the impact it might have on the
Total Costs +10% 0 -10%
Probability 15% 50% 35%
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internationalization plan. Three distinct scenarios were explored: pessimistic, optimistic, and

baseline. The analysis focused on three key variables: revenues, salaries and wages, and total

costs. In the pessimistic scenario, a 10% decrease in revenues was projected for the years 2025

to 2030, with a corresponding 10% increase in both salaries and wages, as well as total costs.

On the contrary, in the optimistic scenario, a 10% increase in revenues was anticipated over the

same period, accompanied by a 10% reduction in total costs. It is noteworthy that salaries and

wages were kept constant in this scenario, reflecting their fair market value, as any decrease in
compensation could potentially deter high-quality personnel. Given the recent instability,

probabilities were assigned to each scenario: 15% for pessimistic, 50% for baseline, and 35%

for optimistic. Despite acknowledging the potential for adverse developments, recent trends

indicate a positive shift, both in financial markets and political stability. Consequently, the
baseline scenario carries the highest probability.

Figure 39 - scenario implications on NPV The various scenarios had  distinct
implications for NPV (Figure 39). The
pessimistic scenario, with its 15% probability,
resulted in a substantial -391% change in

1482319 NPV. Conversely, the optimistic scenario,
with a 35% probability, had a notable impact,

showing a 309% increase in NPV (Table 1).

Table 1 - scenario implications on NPV

NPV 9% Change  These figures show the importance of considering
Pessimistic -1,482,319 -391% i . . .
BT 509 283 0% multiple scenarios and associated probabilities
Optimistic 2,082,785 309%

when evaluating financial outcomes and planning
strategies. While the pessimistic scenario highlights the risks associated with economic
downturns and increased costs, the optimistic scenario demonstrates the potential for significant

growth and profitability. However, it's crucial to note that the baseline scenario, with its higher
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probability, serves as a prudent reference point for decision-making, reflecting current market

conditions and trends.
10. Overall conclusions and recommendations

To conclude, the gathered information, insights, and analyses presented in this project depict a
promising future for the international expansion of MCC's services across the Atlantic. Over
the past years, the company has successfully acquired the expertise necessary to venture into
new markets. Strengthened by financial stability, robust brand recognition, and a keen interest
in the opportunities that foreign markets present, the company is well-prepared and eager to
advance its internationalization efforts. In this project, the internationalization process of MCC
was thoroughly analyzed from various perspectives. Maintaining constant communication with
the company enabled our team to effectively grasp its strategic intentions, allowing to compare
these intentions and aspirations through a comprehensive quantitative and qualitative analysis.
Following a detailed examination of the company's current strategic position, an extensive
international market selection process was conducted. By combining ranking and clustering
analyses, five countries were identified as prime targets for MCC's international expansion: the
US, Canada, Chile, Mexico, and Peru. Subsequently, after conducting in-depth market analyses
for each of these countries and undergoing a meticulous selection process, the US emerged as
the most suitable target market for expansion. This thorough quantitative and qualitative
assessment reaffirmed MCC's aspirations to internationalize within the Americas, particularly
in Canada and the US. Consequently, our primary recommendation for the company's further
internationalization endeavors post-US expansion is to prioritize Canada, followed by the
remaining analysed countries, with potential subsequent expansions aligned with the strategic
clusters identified. Finally, considering the distinctive attributes of the business unit, the
recommended entry mode into the US market is through a Greenfield investment. The

subsequent analysis focused on devising a country-specific marketing plan to achieve the
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company's goals of boosting sales and revenue, and augmenting brand visibility and
recognition. To drive sales and revenue growth, the recommendation is to target either the
Luxury & Sports segment or Trucks, along with the progressive segments collectively.
Conversely, to elevate brand awareness and recognition, the company should emphasize its
distinctive value proposition of "Empowering MotorCar Group's future with innovative and
efficient solutions." Additionally, it should intensify promotional endeavors by participating in
industry events nationwide, leveraging internal communication channels, employing SEO
tactics, and engaging in social media marketing.

The internationalization plan targeting the US market stands on solid financial ground, resulting
in a positive NPV of $509,283 and a swift payback period of 5.06 years. Moreover, the IRR
registers an impressive 20%, surpassing the company’s WACC of 8.64%. This signifies that
the project is poised to yield returns surpassing the cost of capital. It's advisable for MCC to
prioritize long-term financial sustainability, especially as the initial funding for the expansion
will be sourced from the German branch. This entails implementing strategies such as cost-
saving initiatives, optimizing cash flow management, and diversifying revenue streams to

reduce dependence on external financing.
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Appendix

Appendix 1 - Ratios analysis

RATIO ANALYSIS
2022 2021 2020 2019
LIQUIDITY RATIOS

Current Ratio [Current Assets/Current Liabilities) 184 168 159 152

Cash Ratio [Cash/ Current Liabilities) 0.12 0.01 0.21 0.17

Quick Ratio [Current Assets - Inventories)f Current Liabilities) 184 168 159 152

EFACIENCY RATIOS
Inventary Tumover Ratio [Cogs/ Average Inventory) 0.00 0.00 1117 2088
Met assets tunover Ratio [Not Sales /Total Assets) 411 368 3.41 477
Average Inventory (Opening + Closing Inventory/2) 142200 2,843.50 5,896.63 11,410.13
Days To Sell Invantory Average Inventory” 360/Cogs) - - a2 17.43
Average Account Receivables (Dpening Acc Recaivables +Closing Acc Receivables /2) 1,69,97,298.52 1,69,33,530.40 2116563247 2380169172
Average Collection Period (Average Account Recelvables™380/Net Sales) 5387 26,87 105.085 134831
Purchases (Cogs + Closing Stock - Opening Stock) 0.00 0.00 52,131.33 2,35,628.90
Average Account Payables [Dpening Acc Payables +Closing Acc Payables i2) 18,77,545.80 16,01,244 31 13,50,561.87 20,95,758.25
Average Payment Period {Average Accourt Payables*360/Furchases) 10.21 877 535 535
Cash Conversion Cyele {Days to Sall Inventory + Average Collaction Period - Average Payment Pericd) - - 128.57 145.27
[Working Capitat Turnover {Net Sales/ Net Working Capital) 429 461 367 278
PROFITABILITY RATIOS
[Gross Margin % 100.00 100.00 99.90 99,63
|ROS: Return on Sales (EBIT/Sales) 0.08 0.07 0.04 0.09
ROA using Net income (%) 10.96 .44 461 1105
ROE using Netincome [%) 2273 19.37 1131 2370
EBITDA Margin (EBITDARevenues) 260 810 577 1023
SOLVENCY RATIOS

Liabilities to Assets Ratio (Total Liabilities/ Assats) 0.52 0.55 0.58 083
Debt- Equity Ratia (Totl Debt / Shareholder's Equity) 107 1.3 128 169
Interest Coverage Ratio [ESIT/ Intorost Expanses) 98.726 100.569 0.000 na
Net Debt to EBIDTA (Gross Debt - Cash Equivalents/EBIDTA) 263 N 335 330
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Appendix 2 - Global Readiness test

Questions Score (0-5)

1. Is the foreign market similar to the domestic market? 2
2. Is the End User of the product in the foreign market the same as in the domestic market? 5
3. Is the product successful in the domestic market? 5
4. Is the product unique? 3
5. Does the product perform the same function in the foreign market as it does in the domestic

market? ’
6. Are the product use conditions the same in the foreign market as they are in the domestic

market? }
7. Does the product need modifications to meet the needs of the customers in the foreign

market? }
8. What is the stage of the product’s life cycle in the home market? 3
9. What is the stage of the product’s life cycle in the international market? 3
10. Does the product require after-sales service? 4
11. Is the company in a position to provide after sales-service to its customers in the foreign

market? !
12.Would export orders hurt domestic sales? 5
13. Does the company have the financial resources necessary for export? 5
14. Does the company have in-house personnel with export related knowledge/experience? 4
15. Is international/global participation part of the Mission Statement of your company? 5
16. Is international expansion a part of the strategic business plan of the company? 5
17. Would the company be willing to investigate export market opportunities? 4
18. Would the company be willing to attend and/or participate in Trade Shows abroad? 5
19. Is the company willing to translate company literature into one or more foreign languages? | 4
20. Are the company’s top competitors involved internationally? 1
21. Is the industry highly regulated? 4
22. Is the company certified- ISO 9000 or other certification? 5
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Appendix 3 - list of countries for IMS

North America| Central America Caribbean South America)| Home Country
Canada Belize Anguilla Argentina Germany
Greenland Costa Rica Antigua and Barbuda Bolivia
Mexico El Salvador Aruba Brazil
United States | Guatemala Bahamas Chile
Honduras Barbados Colombia
Nicaragua Bermuda Ecuador
Panama British Virgin Island French Guiana
Cayman Island Guyana
Curagao Paraguay
Cuba Peru
Dominica Suriname
Dominican Republic Uruguay
Grenada Venezuela
Haiti
Jamaica
Saint Kitts and Nevis
Saint Lucia
Saint Vincent and the Grenadines
Trinidad and Tobago
Guadeloupe
Montserrat
Martinique
Puerto Rico
US Virgin Island

Countries that have
been removed due to
too many missing data
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Appendix 4 - variables description

HEADS

COUNTRY SELECTION CRITERIA:
VARIABLES

DESCRIPTION

Population ages 15-64, total

Indicates the percentage of people aged 13 to 64 in the total female population, aligning
with Volkswagen Group Services' target demographic. This metric reflects the
proportion of its potential customer base.

‘GDP per capita, PPP

Measures a country’s GDF per capita at purchasing power parity, serving as an indicator
of the average income, and purchasing power of the population. This variable is relevant
for Volkswagen Group Services as it reflects the economic potential of the target market,

influencing pricing strategies and market positioning,

arket Size

Population Growth

This variable explains the percentage with which the population of the country 1s
growing. A high percentage increase indicates growing number of potential customers
to avail services from the firm.

GDP Growth

Measures the annual change In a country's GDP, reflecting economic development in
terms of goods and services produced and rendered. This variable is highly relevant for
Volkswagen Group Services because it provides insights into the country's overall

economic footprint.

‘GDP PPP

GDP (PPP) measures the cconomic output of a country, taking mnto considerations
overall economic and potential consumer purchasing power as vital factors. For VWGS
analysis of factors such as market size, relative cost of goods, inflation would serve as

an important metric for expansion to global markets.

Ease of Doing Business

Represents the level of regulatory performance in the Tong term through the comparison
of each country's score with the best one. It would be extremely useful for Volkswagen
Group Services to consider areas of operations where the process of setup and regulation
suits it the best.

Business

Environment

Property Rights

Points to the fegal framework and protections surrounding an mdividual's or business's
rights to own, use, and dispose of property. For Volkswagen Group Services, strong
property rights are essential for protection of intellectual property, trademarks, and other

assels.

Getting credit score

Indicates the strength of credil reporting systems and the elfectiveness of collateral and
bankruptey laws in facilitating lending. For Volkswagen Group Serviees. it is important
as it would highlight difficulties of countries in lending capital to cover expenses, hire

additional staff and conserving cash to cover costs.

Individuals Using the Internet
(% of population)

Indicates the proportion of a country’s population that uses internel by means ol
computer, mobile phone, or other means. For Volkswagen Group Services., this variable
is fundamental to assess the potential impact of e-commerce and marketing strategy.

‘Commercial

Infrastructure

Access to Electricity (%o of
population)

This metric provides insights into the overall development and infrastruciure of a
potential market. Higher access to electricity indicates market readiness accessibility of
goods and Services. For operational setup arcas with low energy access seems unfeasible
for Volkswagen to expand its business operations as it would require significant capital

expenditure.
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Container port traffic Container port traffic refers to the volume of containers {measured in TEUs - Twenty-
foot Equivalent Units) that pass through a port within a specific period, typically on a
yearly basis. This metric is a critical indicator of the economie activity and trade volume
and capacity of a region or country, VWGS can monitor container port traffic and entail

insights into market demand and supply chain dynamics

Logistics Performance Index: Reflects the perception of logistics processes considering the efficiency, the quality of

Overall
trade and infrastructures, the ability of tracking and of respecting the scheduled time of
delivery. For Volkswagen Group Services., couniries that display a high index would

minimize efficiencies in the supply chain and be a good target for exporting.

Consulting Industry Time required to enforce a contract the time required for contract enforcement, can indeed be a significant metric for a
company's expansion plans. It involves activities such as Legal Compliance, costs
associated with disputes and delay in attaining order. The longer the time more burden
in terms of time delay and cosi might discourage company io avoid such areas of

operations.

‘Cultural Distance Cultural Distance to Compares countries based on the six Hofstede's dimensions, namely power distance,
Germany (Home Country)

¥ v individualism, uncertainty avoidance, long-term orientation, and indulgence. The
resulting scale reflects the cultural values and identifies the countries that are culturally

like Volkswagen Group Services” domestic country {Germany).

Road Network Length Road network length is a crucial metric for i idering exp ., ESp:

those reliant on transportation and logistics. It refers to the total length of roads within a
particular area or region, including highways, sireeis, and other thoroughfares. The
analysis of such metric is important for VWGS to determine accessibility of resources,

market reach, and operational efficiency.

Economic Overview Currency Inconvertibility and For expansion it is important that VWGS analyses potential areas where the local

Transfer Restriction Risk P
currency fluctuations do not pose a significant threat while making huge sums of

investments.

FDI It refers to investment made by a company or individual in one country in business
interests in another country, in the form of either establishing business operations or
acquiring business assets in the other country. This variable reflects overall success and
attractiveness of investments made by international players, which can be important to

assess risk and growth parameters.

FDI (% of GDP) Foreign direct investment are the net inflows of investment to acquire a lasting
management interest in an enterprise operating in an economy other than that of the

investor.

Labour Freedom Indicates the presence of a well-functioning legal and regulatory framework in the matter
of labour market. Volkswagen Group Services could select a country where regulations
on minimum wages, laws inhibiting layoiis, severance requirements and restraints on

hiring and hours worked are addressed

Country R&D Expenditure (% of GDP) R&D expenditure as a percentage of Gross Domestic Product, is a metric used {o gauge

Sustainability & the level of in research and activities relative to the size of the

economy. Companies with high R&D expenditure relative to GDP may be viewed

Development
P! favourably by invesiors, as they demonstraie an initiative-taking approach to staying

ahead of the competition and adapting to changing market conditions.

SDG SDG stands for Sustainable Development Goals, which are a universal call to action to
end poverty, protect the planet, and ensure that all people enjoy peace and prosperity.
There are 17 SDGs set forth by the United Nations, covering a broad range of social,
economic, and environmental objectives to be achieved by 2030. Using this variable as
a metric can be strategic for VWGS 1o determine new areas of businesses that will

growth and sustainable practices contribute positively 1o society.
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‘Government Expenditure on
Edueation (% of GDP)

Analyses regions and sectors closely tied to education or human capital development.
This means a larger talent pool to recruit from, potentially reducing recruitment costs

and improving productivity for both existing and new entrants in the market.

Tifc Expectancy

“Asscsscs longevily of operations and quality of life, as a metric life expectancy might
not be conventional index but surely assists in defining analogies between life and
several aspects of business operations and provides valuable insights for expansion

strategies and long-term goals.

Standard of Living

Unemployment Rate (% of
Taotal Labour Force)

Refers to the percentage of labour force without work, although available for
employment This share would be an indicator for
Volkswagen Group Services. 1o the percentage of population that would acquire non-

essential goods.

Automolive Indusiry

Registered vehicles per one thousand
people

Essential indicator i1 the business i3 associted wilh ransportation, aulomolive services,
or industry. The Management of VWGS can determine level of vehicle ownership and
usage within a population. Higher numbers may indicate a larger market for automotive-

related products and services.

Political Stability and Absence of
Vielence/Terrorism

Assesses the level of political stability within a country. For Volkswagen Group
Services, choosing markets with high political stability is crucial to ensure consistent

business operations and minimize potential disruptions

Political Risk Short Term

This index analyses day (o day governance wilbin implemented rules and regulations
framework. The activities that may be considered are boyeotts, strikes, and protests and

how local governments deals with such instances.

Political Risk Medium/Long Term

Factors such as country stability, government policies, geopolitical elements, and legal

system play a crucial role in determining long term vision and economic outlook, to

convince to make . By assessing such arcas of

interest, VWGS can determine the overall poll

ical risk and regulatory mechanisms.

Business Freedom Index

Indicates the efficiency of g

in business, the difficulty
of starting, operating and closing a business. Volkswagen Group Services. should
consider this factor when deciding to enter a new marketwith a foreign direct investment

strategy.

Tax Burden Percentage of GDP

Refers to compulsory transiers to the central government for public purposes. For
Volkswagen Group Services., it can sighal the level of government control of a given
country's economic resources, for which the lowest level of tax burden would be

desirahle.

Freedom

Investment Freedom

It refers to the degree of freedom and ease with Which a company can invest in new,

ventures, markets, or projects without facing si barriers or

Ensuring
favourable conditions, companies can enhance their investment freedom and pursue

with c

Financial Freedom

“Analyses the eliciency of the banking system along with the level of government
control and of involvement in the financial sector. For Volkswagen Group Services, it's
fundamental to assess which countries have a minimum degree of government

interference, as they would be ideal markets to enter.

Trade Freedom

Measures the absence of trade barriers and the ease of engaging in international trade.
Volkswagen Group Services would benefit from favourable wade freedom, as it

facilitates business growth and increase in revenue.

Index of Economic Freedom

This index, typically produced annually by organizations like The Heritage Foundation
and The Wall Street Journal, assesses the economic freedom of countries based on
various criteria such as property rights, government integrity, tax burden, government
spending, business freedom, monetary freedom, trade freedom, investment freedom,
financial freedom, and labour freedom. The score on the index indicates a more
favourable environment for business and investment, including factors such as ease of
doing business, protection of property rights, minimal government interference, and

openness to trade and investment
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Appendix 5 - missing value pattern
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Extraction Sums of Squared Loadings

Component Total % of Variance  Cumulative % Total % of Variance  Cumulative %
1 11.714 35.498 35.498 11.714 35.408 35.498
2 4.095 12.410 47.908 4.095 12.410 47.908
3 3.669 11.117 59.025 3.669 11.117 50.025
4 3.200 9.698 68.723 3.200 9.698 68.723
5 2161 6.549 75.272 2.161 6.549 75.272
6 1.345 4.076 79.348 1.345 4.076 79.348
7 1.078 3.268 82616 1.078 3.268 82,616
8 1.015 3.074 85.690 1.015 3.074 85.690
9 899 2.724 88.414
10 627 1.901 90.316
" 568 1.721 92.037
12 475 1.439 93.475
13 304 1.194 94.669
14 321 973 95.642
15 205 .893 96.535
16 226 .686 97.221
17 202 611 97.832
18 136 413 98.245
19 132 401 98.645
20 094 .285 98.930
21 .085 .257 99.188
22 066 201 99.389
23 057 73 99.562
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Appendix 7 - Dendrogram using the factors derived from PCA analysis

Dendrogram using Ward Linkage
Rescaled Distance Cluster Combine

? 1 '0 |l5 2I0 2I5
Antigua and Barbuda 1
Grenada 18
Saint Lucia 30
Dominica 13
Saint Vincent and the Grenadines 31
Bahamas, The 3
Argentina 2
Barbados 4
Belize 5 —
Nicaragua 25|
Bolivia 6 '—J
Haiti 21
Puerto Rico 29 -
Uruguay 34| :,—l-—
Trinidad and Tobago 33|
- Venezuela 36
Cuba 12
Canada 8
Germany 17 J
Chile 9
Costa Rica 11
Jamaica 23
Dominican Republic 14
Paraguay 27
Ecuador 15
El Salvador 16| ﬂ‘
Colombia 10|
Panama 26
Peru 28
Honduras 22
Mexico 24 —,
Guatemala 19
United States 35
Guyana 20|
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Appendix 8 - Final dendrogram for cluster analysis
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Appendix 9 - Pearson Correlation Matrix Test

Index of RaD Cutral
Business Economic  Expendiure (% Oistance o
GOP porcapta  #radom Freedom GOP) _FDI(% GOP)
1 a9 384 73 o1 7

003 o0 <001 w7 001
£ £ 3 * £ %
are” 1 897" 268 s -3
003 001 e 387 048
3 3 % 3 * 36
4 87" 1 241 098 439"
o <001 157 568 007
% £l %* 3% ) 3
723" 268 20 1 -079 -862"
<001 14 157 46 <001
* * * * 3 *
on e 088 0719 1 -1
97 307 s68 46 183
3 3 3 3 % )
57 -39 439" - 082" -2 1

001 o8 007 <001 183
3* ) 3 3 1)

N
. Correlabon is signficant at the 0.01 level (2-tasied)
* Comelation is significant at e 0 05 level (2-tailed)

Appendix 10 - Final ranking

Ranking:

11 Jamaica

12 Colombia

13 Panama

14 Guyana

15 Dominican Republic
16 Antigua and Barbuda
17 Bahamas, The
18 Argentina

19 Barbados

20 Trinidad and Tobago
21 Ecuador

22 Honduras

23 Saint Lucia

24 Grenada

25 Nicaragua

26 Belize

27 El Salvador

28 Paraguay

29 Guatemala

30 Dominica

31 Saint Vincent and the Grenadines
32 Bolivia

33 Cuba

34 Suriname

35 Haiti

36 Venezuela
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Appendix 11 - Operational risk analysis

Risk Probability | Impact Weighted risk [Mitigation Approach
Implement monitoring mechanisms to
track actual performance agamst
Revenue . o
L 5% 50% 3% projected revenues regularly; Maintain
Overestimation R :
agility in response to changing market
dynamics
Recruiting and Adopt competitive compensation,
retaining skilled 5% 75% 4% attractive benefits for employees and
employees opportunities for career advancement
Increase in office Invest in energy-efficient solutions and
expenses and 5% 20% 1% negotiate long-term rental agreements to
utility costs stabilize expenses
Continuously monitor legal updates and
Legal .;md ) 50, 65% 30, look for llocal expgrtise of legal advisors
compliance risks to effectively navigate regulatory
frameworks
Total Risk 10.5%
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