CAGE Market Entry Model

Idea In Short

The CAGE Distance Framework is a framework to capture essential information you need to
consider when entering a new market and highlight how big a difference there is between
what you currently do and what you will need to do. Commonly it's a geographic market, but
it can also apply to entering a different industry.

Developed by professor Professor Pankaj Ghemawat, the CAGE Distance framework
identifies the Cultural, Administrative, Geographic, and Economic differences between the
various countries that companies should address and take care of whilst working on and
crafting international strategies. The framework can also be used to understand the patterns
of capital, trade, the flow of people, and information that work as crucial factors for the

organization.
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Cultural Differences

Cultural variations may have a significant influence, and they exist in all nations. Even
countries that appear to be extremely similar, speak the same language, or have a similar
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history, can all have a variety of cultural characteristics to consider. The cultural differences
discovered in a CAGE Distance framework include:

Different dialects and languages

Various ethnic groups and networks

Religions and belief systems from throughout the world

Social media and search engines are examples of different online behaviors

Values and social norms differ

Different points of view on problems

Administrative Differences

The second pillar of the CAGE Distance Framework is administrative disparities. This mostly
pertains to the historical and contemporary legal and political disparities that exist between
the two countries. It allows the company to determine if these variances are a benefit or a
hindrance to its expansion plans. Legislation and regulations may have a significant impact
on international trading practices. Administrative disparities include corruption, colonial
treaties, and trade agreements. The following are the most significant administrative
differences:

The absence of a unified currency

Participation in international trade organizations is not possible due to a lack of
membership

Lack of connections

Corruption

Political animosity

Geographical Differences

Geographical disparities are the third component of the CAGE Distance Framework, and
they refer to the physical aspect of a country's distance from another. This includes
disparities in terms of size, transportation and infrastructure, climate, and other factors. It
also serves as a kilometer-based indicator of the distance between two nations.
Geographical gaps have become much simpler to overcome as a result of globalization and
digitization, owing to elements such as the internet, social media, and other technologies.
The following are examples of geographical disparities across countries:
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Physical separation

Various time zones

Climate differences

Environmental differences

Size and location of the geographical area

Means of Transportation

Economic Differences

Differences between nations in economic variables such as income, purchasing power,
wealth distribution, and gross domestic product make up the fourth kind of difference in the
CAGE Distance Framework. This may be a significant barrier for businesses, but it can also
present opportunities. Companies, for example, take advantage of cheap salaries in certain
nations. Natural resources, infrastructure, and organizational capacities all have a role in
economic disparities. The following are some of the economic differences:

e Differences between the rich and the poor

* Cost differences, quality differences, different natural resources, and different
financial resources

e Human resource differences

* Knowledge and information access disparities

Advantages

CAGE Distance is an excellent concept for assisting in market entrance planning because it:

Causes you to think about a wide variety of topics that may have an influence on
you

Is extensive in terms of classifications

Gives a clear picture of what it takes to break into a regional market

Is applicable to all countries and markets

Disadvantages

The major limitations are:
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It is only beneficial for determining the market size and focuses on your entry

It is not a quick structure to employ because it needs extensive market research

You should have a country specialist in your session if possible

It concentrates on the country rather than the industry or market

Summary

Foreign firms have seen disparities between countries as both an opportunity and a risk for
many years. These discrepancies can range from saying or not saying "good morning" to
colleagues on the job to variances in the gross domestic product of several millions of Euros
(GDP). The CAGE Distance Framework assists management of organizations looking to
develop internationally in identifying variations in culture, administration, geography, and
economics ahead of time. The framework's creator, Professor Pankaj Ghemawat,
emphasizes that while differences across nations might be an opportunity, they can also be
the cause of an organization's failure.
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