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Description


Play it safe at home Or take risk abroad?
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Should Coe’s play safe at home or take a risk by expanding its business in Mexico? By a careful perusal of the case, it would be a sagacious recommendation to Coe’s to explore the Mexican Market. This particular notion is being bolstered by a SWOT analysis, where if the opportunities are exploited and the threats are neutralized, Coe’s venture in Mexico will be sustainable and profitable. SWOT Analysis Strength 



Lease or Rental household appliances and furniture business will be effective and sustainable in a country like Mexico where there is no proper prevalent credit system.







Coe’s is a known business entity in Mexico, since many of the employees and customers are Mexican, hence there will be a vantage point of expansion in Mexico.







As Coe’s many customers are by birth Mexican and are highly satisfied by the service, a goodwill of Coe’s is automatically generated in the Mexican population.







Language barrier will not be a problem, since Coe’s many employees know Spanish which is the national language of Mexico, so setting up a new business in Mexico will not be a humongous ordeal.







Coe’s payment policy is also an advantage for them to expand in a third world nation like Mexico, where if the customers could not afford the rent anymore, they can return those items without any penalty.







Since, Coe’s has an array of different varieties of products at different price, its expansion in an overcrowded country like Mexico can be favourable since it will be catering to different strata of citizenry.







The existing employees (Aubrey as per the case) can train the new Mexican employees if they open up in Mexico, which will help to minimize the cost of training and development.



Weakness 



Being a family run business, Coe’s risk taking capability will be less.







Since, Coe’s has a diversified product variety, there is a possibility of uncertainty of demand in the Mexican Market.







Inventory holding cost of Coe’s is very high.







If the store manager is not efficient enough the business of Coe’s can get standstill like it has happened in Puerto Rico.







Since Mexican cities located far from one another, delivery of products to customers can be expensive, since transportation from store/warehouse to customers in other cities will be time consuming and costly.



Opportunities 



Coe’s will have a first mover advantage if they expand in Mexico.







Since, Mexico has a high internet penetration rate (36% in February 2013), hence a centralized distribution network of Coe’s can help them to reduce the store cost in Mexico, and in other words there is a possibility of Click and Motor Business in Mexico.







Opening a store in Mexican soil will be cheap as compared to USA or Europe, since real estate cost in Mexico are low.







As per the business culture of Mexico, any business dealing with consumer goods and furniture are highly profitable, hence Coe’s can exploit this.







A franchise model of Coe’s can expand fruitfully in Mexico if the store owner has some good ties and connections with local suppliers.







Mexico has also a global strategic position with Latin America in the south and USA & Canada in the north, hence export and import of goods inter-countries can help to expand the business of Coe’s.







Growing demand of lease furniture in Mexico is advantageous for Coe’s.







The labour costs are also low in Mexico, so Coe’s should have a cost advantage in Mexico.



Threat 



Since, many Mexicans are living in USA illegally, and if any USA legislative bill penalizes this Mexican population and deports them to Mexico, there is a possibility that Coe’s being a predominantly USA business might lose their goodwill in Mexico.







The population of Mexico is 116 million, with 40% earning minimum wage (approximately $4/day). Thus the average household income is low in Mexico, which might impact in retrieving the rent from the customers in times of gloom economic times.







US rent-to-own industry being subjected to many strict policies and regulations during recessions. To neutralize this peril, Coe’s can consider to expand their business out of American Soil.







Their focus on Mexico can lead them to lose their US market share since Coe’s initial investment in Mexico will be high, and that well impede them to invest simultaneously in US.
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