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[bookmark: _Toc521457086]EXECUTIVE SUMMARY

This comprehensive report is presenting Citigroups (Citi) Corporate strategy and evaluates the derived business unit level- and function unit level strategy in Citi’s local market Colombia. Methods of analysis used are a Foreign Market Research consisting of a Country Profile, PESTEL Analysis as well as Hofstede’s Culture Ratios applied and as well, specific for Citi Colombia, a Corporate Governance Application, a Value Chain Analysis, a Stakeholder Analysis, a Cultural Web analysis and a Corporate Social Responsibility presentation. Furthermore, the corporate strategy, including its alternative, were assessed with Porters framework of generic strategies and visualized with the Ansoff matrix. The applied business unit level strategy as well as the functional unit level strategy were further evaluated in terms of change management and change leadership, using diagnostic frameworks like the change Kaleidoscope. 
Results of data analysed show that although the Corporate Strategy was well developed in terms of future prosperity for Citi global, local market conditions were ignored. Countries like Colombia, a still developing country, have very different market conditions than the Banks US Headquarter, not only in terms of macroeconomics but as well in cultural aspects. The analysis showed also that internal staff at Citi Colombia was not ready for the change required by the derived business- and functioning level strategy. 
If not having a careful developed derived business unit level as well as functioning level strategy, addressing those differences, a corporate strategy can fail and in certain cases, as in Colombia, even lead to leaving partially the country. As shown, if the corporate strategy were applied differently, Citi could have been probably still having its consumer business in Colombia.
In order to execute the corporate strategy globally, it is recommended to first assess the specific market conditions, including also cultural values and empower- and involve various internal departments like Marketing - to realize the market demand impact and to determine a market strategy related to the new customer perception the bank wants to perceive with the new strategy as well as undertake internal marketing - and Human Resources - to develop first a status quo of the internal employee situation in terms of capability but also in terms of internal engagement and then develop a consequently strategy to mitigate any realized gap towards implementation of the derived business- and functioning level strategy. Furthermore, a change leadership- and proper change management team needs to be implemented, driving the execution of the strategy.
Limitations of the report include the missing financial forecast implication to assess the P&L impact on the strategy implementation for the next five years. Also, various internal reasons why the business unit strategy was not re-assessed during the implementation process was not available mainly due to the outlined silo thinking within Citi Colombia.


[bookmark: _Toc502535511][bookmark: _Toc521457087]1.0	INTRODUCTION

In an ever-faster-globalized developing environment (WHO, 2016), banks need to address changing and evolving customer needs. (GLOBAL, 2018). One global bank affected is Citigroup Inc., that developed a mitigating corporate strategy, focusing strong on digitalization. In order to roll out the corporate strategy globally, the derived local business unit level as well as functional unit level strategies need to be developed and executed in every local market Citigroup operates in as for example in Colombia, where the bank is present since more than 100 years. Therefore, first it is necessary to give an overview on Citigroup Colombia’s internal and external environment, leading to a SWOT view. Furthermore, an assessment of the definition and execution of the business- and functional level strategy needs to be done, to determine the success of Citigroup Corporate Strategy in Colombia and if necessary, outline and assess alternative strategy options.





[bookmark: _Toc521457088]2.0	EXTERNAL FRAMEWORK FOR CITIGROUP COLOMBIA

[bookmark: _Toc521457089]2.1	CITIGROUP OVERVIEW
Citigroup Inc. is a US global investment bank and financial services company having its headquarter in New York City. Citigroup is the 4th largest bank in the United States. (COMPANY, 2018)
Citigroup is also member of the Fortune 500. Citigroup has over 200 million customer accounts and does business in more than 160 countries. It has 209,000 employees. Citigroup itself is a holding company and consist of the following divisions:
[image: ]
[bookmark: _Toc521457059]Figure 1 CITIGROUP - DIVISIONS
Further detailed information about ICG and GCB can be found at APPENDIX I.
[bookmark: _Toc521457090]2.2	CITIGROUP GOVERNANCE 
If having a governance structure in place, formal, supervisory controls can be introduced in order to hold stakeholders accountable for their activities (Johnson et al, 2017)
Johnson et al. (2017, pp. 133-158) outlines the corporate governance framework and identifies stakeholders. It includes Core Values, Mission Statement, Vision Statement and Objectives. Applied to Citigroup, that framework looks as follow.
Citi's Corporate Value Proposition: A Mission of Enabling Growth and Progress. Citi's mission is to serve as a trusted partner to its clients by responsibly providing financial services that enable growth and economic progress (MISSION, 2018).
Citi works hard to gain and consequently maintain the public's trust by constantly executing to the highest ethical standards. In that context, Citi is requesting from all its employees that their decisions pass the following tests:
[image: ]
[bookmark: _Toc521457060]Figure 2 CITIGROUP DECISION PASS TEST
Citigroup, is a typical shareholder model applied organization (FRIEDMAN, 1962). It has a board structure that consists mainly of non-executive directors. The focus on directors from outside is with the purpose to provide stronger independence to the main role of the board (act on behalf of shareholders). It should be mentioned that this approach has its difficulties. Normally, the chief executive officer has strong influence in choosing non-executives, that arrives to the concern about their independence. Citi has chosen the board of directors from three main areas: Business Education, Former Bank Employees from 

Citi and from other banks as well as -other finance related bodies. Furthermore, Citi has established a Board Committee, that consist of various areas:
[image: ]
[bookmark: _Toc521457061]Figure 3 CITIGROUP - BOARD - COMMITTEE
Citi aspires to the highest standards of corporate governance and ethical conduct: doing what is said; reporting results with accuracy and transparency; and maintaining full compliance with the laws, rules and regulations that govern Citi’s businesses(COMPANY, 2018).
The advantage for shareholders are: "Relative to the stakeholder model the investor gets a higher             rate of return", "There is a higher likelihood of the encouragement of economic growth and of   entrepreneurship" (Johnson et al, 2017).
This model in theory contains also its flaws as e.g. "Corporate reputation and top management greed" and "managers prefer to pursue their own agenda rather than working towards shareholder value agenda” - which Citi is addressing by its board committee in terms of e.g. Compensation, Ethics and Audit. Citi had implemented after the financial crisis also stronger internal controls like implementation of Sarbanes Oxley processes to address events like happened at Enron (AUDIT 2018). 

[bookmark: _Toc521457091]2.3	CITIGROUP IN COLOMBIA

Established in 1916, becoming the oldest international bank in the country, Citi Colombia is the preferred bank for multinational and most top domestic companies in Colombia.  With its financial strength and unique transactional platforms, Citi is the bank of choice for foreign trade, FX trading, cash management and offshore investment products. Citi Colombia offers key services that include Personal Banker, differentiated processes and preferential service across all channels. (CITI-COL 2018)
In Colombia, the bank has 3,472 employees; It operates in 13 cities in the country and has close to 560,000 customers. (CITI-COL 2018)



[bookmark: _Toc521457092]2.3.1 	VALUE CHAIN CITIGROUP COLOMBIA

Michael Porter’s Value chain concept (PORTER, 1985) is one of the most valued concept in today’s market because the Value chain explains how a company can differentiate its products by analyzing the chain of events which occur within the company. The Value chain of Citigroup Colombia looks as follow:
[image: ]
[bookmark: _Toc521457062]Figure 4 VALUE CHAIN – CITIGROUP COLOMBIA
Marketing plays an important factor for Citigroup(FORBES, 2014). Competition has grown intense in the developing country Colombia and there are arriving an increasing number of foreign banks in the market as Scotiabank and BBVA. Therefore, marketing is having a more important role for Citigroup to mitigate the competitive pressures. Segmentation is vital for banking because the consumer/institutional segments cannot be targeted the same way. Citi Colombia targets their different segments with according marketing-plans. Another matter is the Brand perception for Citi Colombia especially because the banks business is strongly influenced by the service quality. As outlined in chapter 2.3.2 Stakeholder analysis, it becomes visible that the Marketing function within Citigroup Colombia needs improvement in terms of having more influence on the decision making. 
The importance of technology in the banking industry has risen significantly. Technology has become a source of competitive advantage for many banks because it supports to provide higher service quality than other banks and also enhanced bank’s productivity. However, Colombian Culture is shown still resistance in accepting new technology opportunities. (CULTURE, 2016)
Although the rising importance of technology, the HR function still is vital in the value chain of                          Citi Colombia also because the existing war for talents(BANKS, 2016). Due to the increased technology role, the underlying Infrastructure has an important part throughout the banking industry. Banking is also about risk taking. It is absolutely necessary for Citigroup to adequately manage its risks. Not poorly managed but also not unreasonably managed risks are in the interest of sustain prosperity of Citi (regulatory-/reputation reasons). For that reason, Risk management methods are intensively executed and constantly internally reviewed and if necessary adjusted.  



[bookmark: _Toc521457093] 2.3.2 	STAKEHOLDER ANALYSIS CITIGROUP COLOMBIA

As stated by Johnson and Whittington (2017), “stakeholders refer to individuals or groups who depend on an organization to fulfill their own goals and on whom, in turn, the organization depends”.
Stakeholder analysis has many advantages for organizations. For instance, organizations are able to determine important- and less important stakeholders. Additionally, using stakeholder analysis, organizations are able to determine “negative” stakeholders with their possible harmful effect on an intended change strategy.
Applying Mendelow stakeholder mapping(KAPLAN, 2012) to Citigroup Colombia looks as follow 
[image: ]
[bookmark: _Toc521457063]Figure 5 MENDELOW STAKEHOLDER ANALYSIS
[bookmark: _Toc521457094]2.3.3	CULTURE (CULTURAL WEB)

The Cultural Web contains of six interconnected dimensions that support what Johnson et al. (2017) is naming the pattern / model of the work environment. Evaluating each factor itself gives the opportunity to determine the overall view of the company’s internal culture and consequently answers the question what needs to be different towards achieving according strategies defined. All elements applied to Citigroup Colombia are outlines in the following view.


[image: ]
[bookmark: _Toc521457064]Figure 6 CULTURAL WEB - CITIGROUP COLOMBIA

[bookmark: _Toc521457095]2.3.4	CORPORATE SOCIAL RESPONSIBILITY (CSR) - SITUATIONAL ANALYSIS	

Philip Kotler defined 2005 CSR as “a commitment to improve community well-being through discretionary business practices and contributions of corporate resources”(MARKETING 3.0, 2010).
Rachel Hutchisson went one step further than Kotler(Hutchisson, 2016). She stated a decade later regarding CSR that “Good is for Everyone.”, meaning it is for all type of small and large organizations, public and private, nonprofit and all other kind of social concern.  In her view, it’s time to shift to HUMAN Social Responsibility. It means that all organizations, as conveners of people, will take their lead from their employees and their individual human social contracts.
At Citigroup Colombia, CSR is applied with the Hutchisson’s approach, although there are corporate guidelines as to what CSR means to the bank (CITIZENSHIP 2018), the selected related projects in Colombia are suggestions from its employees. 
Guidelines and applied Projects were (extract): 
[image: ]
[bookmark: _Toc521457065]Figure 7 CSR - GUIDELINES - SELECTED PROJECTS
The beneficial effects for Citi Colombia can be found in Appendix II “CSR Impact Citi Colombia”.



[bookmark: _Toc521457096]2.4	PESTEL COLOMBIA [image: ]

Colombia had a population of 49.29 million in the year 2017. In 2017, Colombia’s unemployment rate was 9.4%, inflation rate was below 5%, GDP amounted to 14.485 US$, ranking it globally on 54th place(IMD, 2017). Furthermore, Colombia is an OECD member since May 2018.
[image: ]
[bookmark: _Toc521457066]Figure 8 COUNTRY PROFILE - BASIC FACTS (IMD 2017)

[bookmark: _Toc521457097]2.4.1	POLITICAL

The Republic of Colombia is a unitary constitutional republic, consisting of 32 departments. Related to political stability and the absence of violence, Colombia had a low rank of 167 in 2016 (WORLDBANK 2017). The current coalition of Juan Manuel Santos contains six political parties. The most significant achievement of his time as president were the successful peace talks with the FARC guerillas, which ended the 52 years of civil war and which will support the country in a prosper development. As recent a new far right president was elected, who stated to re-evaluate the achieved peace agreement and therefore threatening the post-war process, a possible instability could be the consequence. Related to the latest Corruption Index(CORRUPTION, 2017), Colombia ranked 96th out of 180 Countries and has since many years a similar score, outlining its problems in corruption and shows a challenging framework when operating with public and private organizations.

[image: ]
[bookmark: _Toc521457067]Figure 9 CORRUPTION INDEX COLOMBIA


[bookmark: _Toc521457098]2.4.2	ECONOMICAL

Analysing the Economic aspect, it is showing Colombia is still a developing economy despite being the fourth biggest economy in Latin America. Colombia has been growing fast, mainly due to an increase in exports of commodities. Colombia is a major exporter of oil, coal and coffee. GDP is at present below 0.5%, but compared to the EU, still 0.1% higher (TRADING, 2018). Its main challenges lay in Business Efficiency and Infrastructure-Improvements(IMD, 2017).
[image: ]
[bookmark: _Toc521457068]Figure 10 ECONOMIC-COLOMBIA
[image: ]
[bookmark: _Toc521457069]Figure 11 COUNTRY PROFILE - LANDSCAPE


[bookmark: _Toc521457099]2.4.3	SOCIOLOGICAL
According to the latest WHO report (WHO, 2018), Colombia is rated the highest among the Latin American nations – 22nd in the world.  Further sociological facts can be found at the following view:
[image: ]
[bookmark: _Toc521457070]Figure 12 SOCIOLOGICAL FACTS COLOMBIA

[bookmark: _Toc521457100]2.4.4	TECHNOLOGICAL

Although, Colombia represents the third largest IT market in South America, according to the latest IMD statistics(IMD-TEC, 2018), Colombia is still in the developing country stage, missing modern standard IT infrastructure in consumer and organizational environment. In a ranking of 70 participating countries, Colombia ranked in the lower section of almost all technological rankings. Also, focusing on future readiness in terms of technology, it shows that Colombia still needs improvements to be implemented.

[image: ]       
[bookmark: _Toc521457071]Figure 13 TECHNOLOGICAL DIMENSION COLOMBIA
[image: ]
[bookmark: _Toc521457072]Figure 14 IT READINESS


[bookmark: _Toc521457101]2.4.5	ENVIRONMENT
The key environmental problems in Colombia are inadequate water supply, sanitation and hygiene. Air pollution and natural disasters are also key challenges the country is facing(COUNTRY, 2007).
The Weather in Colombia is tropical and isothermal because of its closeness to the Equator, resulting in five different natural regions and depending on altitude, temperature, humidity, winds and rainfall (WIKI 2018).
[bookmark: _Toc521457102]2.4.6	LEGAL	
The legal system of Colombia is a civil law system influenced strongly by the Spanish and French civil    codes(IM 2018). As confirmed by the OECD (OECD, 2018), Colombia has introduced major reforms to align its legislation, policies and practices to OECD standards, including on labour issues, the reform of its justice system, corporate governance of state-owned enterprises, anti-bribery, trade as well as new national policies on industrial chemicals policy and waste management. Those actions as well as post-FARC reconciliation, can be a way to support Colombia significant to become a developed country.

[bookmark: _Toc521457103]2.5	SWOT ANALYSIS - CITIGROUP COLOMBIA

Based on the analyzed overview of Citigroup Colombia internal and external factors, the following SWOT analysis has been developed:
[image: ]
[bookmark: _Toc521457073]Figure 15 SWOT CITIGROUP COLOMBIA



[bookmark: _Toc521457104]3.0	STRATEGIC LEVELS
[bookmark: _Toc521457105]3.1	CORPORATE LEVEL – STRATEGIC DRECTIONS UNDERTAKEN 
In terms of Citigroup’s strategic planning, the corporate board engage with management in the strategic management process. Annual Strategic Reviews are taken place. It is defined that the Board is supposed to review Citi’s long-term strategic plans once every year.
In the literature there is the concern mentioned, that this has "many practical problems concerning the time and knowledge level of (particularly) non-executive directors to perform their role this way" (CONCERN, 2017). That is why Citi has in its Board people with Financial Expertise implemented to address that concern.
Citigroup's corporate goal is to transform from a global bank to a leading global bank. The strategy to get there is based on execution in the following three areas:

[image: ]
[bookmark: _Toc521457074]Figure 16 STRATEGY - AREAS OF EXECUTION
These steps can be seen as a combination of growth, expense discipline and credit discipline while leveraging technology, which is supposed to generate annual earnings of 20 Bn$ by 2020 (FINANCE 2018). Michael Porter developed a framework of generic strategies (PORTER, 1980), which is based on the following 4 aspects shown below:
[image: ]
[bookmark: _Toc521457075]Figure 17 PORTER GENERIC STRATEGIES
Looking at Porters framework, it can be said that Citi after the financial crisis 2008/2009 applied heavily into point 1, focusing on its cost structure, working on its financial turnaround. Since roughly 2014, Citi works towards point 2 overall differentiation, seen in its heavily technology investment which              supported the bank become on institutional side the largest mover of funds across 160 countries                          worldwide (CITI-REPORT 2017). Also, looking at the consumer banking division, Citigroup has become the world largest issuer on Credit Cards. It’s noticeable that Citi although able to rest on its success, already is future oriented by working on the post credit card area by developing the future way to pay by "digital payment".
However, the bank still has a strong focus on Cost, placing a spot in point 3 of Porters framework (cost focus). Not only part two of Citi’s corporate strategy outlined above is evidence but also the transition that the bank went through since 2008/2009, e.g. reducing Headcount from 260T to 220T (that number is actually higher but there were nearly 20T new hires in technology, risk management, compliance), reducing the number of institutional clients by 50%.
Related to Corporate Strategy, it can be said, Citigroup globally is fit for the future and is positioned well as it has embraced technology development rather than to stick to old habits as other banks have
(BANCA-DIGITAL 2017). Also, because its unique footprint is difficult to replicate in today economic- and regulatory environment, Citi followed its clients where they wanted to conduct business including to emerging markets like Colombia. In 2005, 9% of companies from emerging markets where in Fortune500, in 2016 this number rose to 40% from which 3/4 are with Citi(CITI-REPORT 2017).
As Porter stated that a company cannot choose both, Cost Leadership and Differentiation (PORTER 1980), it needs to be analysed if Citigroup is falling into that pattern, wanting both and therefore risking to fail as it happened with other companies, wanting to apply both(AIRBERLIN 2017). Citi is not in danger of falling in the middle. The focus on cost as consequence of the financial crisis 2008/09 was necessary to rebuild the bank and to optimize internal processes. The focus internally still is strong on cost optimization but their focus since a few years is dominantly in differentiation, most seeing in their heavily technology investments to embrace technology environmental changes. The following picture shows the strategical development that Citigroup aimed for.
[image: ]
[bookmark: _Toc521457076]Figure 18 ANSOFF MATRIX - CITIGROUP
Critique to the existing corporate strategy of Citigroup can be seen in its underestimating efforts of the underlaying local business unit- and local functional unit level strategy formulation and execution, which will be further discussed at chapter 4.

[bookmark: _Toc521457106]3.2	ALTERNATIVE OPTION 

Instead of focusing on diversification and product development, Citigroup could also have looked into Market Development. Not focusing on market development within the country, especially as the peace process (Post-FARC) has been forecasted to lead to increased better economic conditions(FARC, 2017) and therefore a higher demand of banking services consequently, could show an error in the chosen corporate strategy, also under the aspect that the required infrastructure for the diversification focus (digital agenda) in Colombia as developing country still is not advanced. Citigroup should not have forced all markets to execute the very same corporate strategy but adjust to local conditions(Chapter 2.3/2.4). The alternative offered Ansoff matrix for Colombia would look as follow:
  [image: ]
[bookmark: _Toc521457077]Figure 19 CORPORATE STRATEGY - ALTERNATIVE



[bookmark: _Toc521457107]4.0	IMPLICATIONS OF THE OPTIONS PRESENTED
[bookmark: _Toc521457108]4.1	INTERNAL 
[bookmark: _Toc521457109]4.1.1	BUSINESS UNIT STRATEGY LEVEL IMPACT 
The business unit level strategy answers the question how to compete in particular markets, in this evaluation it refers to the Colombian market for Citigroup.
As the outlined Corporate Strategy was the base for the local business unit level strategy for Colombia, the formulation and therefore required change impact can be analysed as follow.
The business unit strategy for the consumer business as well as for the institutional business in Colombia was focusing on transforming the customer experience, working towards the corporate strategy related heavily to the digital agenda.
That was also driven based on the internal argument that with client engagement rapidly shifting to digital channels, mobile continues to be at the core of a simpler, better customer experience in Colombia.
A diagnostic framework to assess this change at Citigroup Colombia, is the Change Kaleidoscope (Hailey & Balogun,2002). It can be particularly useful in a context sensitive change process. The following picture outlines the results of the change kaleidoscope application to Citi’s Digital Agenda in Colombia.

[image: ]
[bookmark: _Toc521457078]Figure 20 CHANGE KALEIDOSCOPE - CITIGROUP COLOMBIA
Based on those results, the reasons why the digital agenda in Colombia failed becoming visible and its consequently one of the reasons why Citi recently decided to sell the consumer business in Colombia. It would have been necessary to implement a proper change management as well as a functioning change leadership.


According to Kottler(KOTTER, 2015), Change management and Change leadership are two different aspects and can be seen at the following picture.
[image: ]
[bookmark: _Toc521457079]Figure 21 CHANGE MANAGEMENT vs CHANGE LEADERSHIP
Therefore, Citi Colombia, needed to have the right leadership in place, driving the business unit strategy towards the digital agenda. That would also have required a proper aligned Human Resource strategy, supporting the changes necessary to successfully implement the digital agenda strategy. (FORBES, 2018)
The main reason why Citigroup still is in Colombia, despite the digital agenda failing in this country, is because of the institutional business still being strong based on Citi’s international banking services.

[bookmark: _Toc521457110]4.1.2	FUNTIONAL LEVEL STRATEGY IMPACT
Functional level strategy are operational methods to implement the tactics (Johnson et al, 2017)
Related to Citi’s Corporate- and Business Strategy, the functional level strategies were formulated from top down approach. That means executive directors at Citi Colombia decided for both business units, consumer- and institutional business, that towards the corporate (and derived business) digital agenda strategy, cross departmental projects were defined (also an intent to overcome the silo thinking). However, support from HR- and IT function was not existing as internal competence conflicts were the norm. Also, Citi Colombia has one of the highest turnovers in Citi Latin America (Internal Source), resulting in not having the amount of staff necessary to realize the change. That goes along with the consequence of the other corporate strategy - to lower its cost. 
Another impact was Culture and missing communication towards the functional level strategy.
As outlined in Appendix-III “Hofstede’s Power Ratios”, the Colombian Culture is laying against changes and prefers constant stability. Therefore, when the digital agenda was presented, resistance towards the internal change projects were evolving, making it difficult to execute the strategy. As HR was not supporting the change either as expressed before, how should have Citi Colombia reacted best?
Radically steps as laying off the resisting employee no matter what ranking and talent, as outlined by Kottler (KOTTLER, 2011), can be logical. However, this kind of behaviour in today’s talent-led knowledge economy (EWMD, 2017) suggest that it’s not recommended. If Citigroup Colombia applied Kottler advice directly, the impact on short term would be to get going - implementing the change - to any cost (layoff) if finding adequate substitute staff. The negative effect long term would be rising fears of employees stating any (very often justified) concern towards the change, labour climate could also suffer.
It would be questionable, if a wanted (and rare) talent would like to work in a company with such operation (MCKINSEY, 2017). 
Also, in the aspect of proactive employee engagement it’s important to listen to the employee            (FORBES, 2017).
In addition, any employee has talent (HRMAGAZIN, 2018), including the resisting employee and no bank can allow its ignorance. Therefore, long term not having the best talents as a consequence, could lead to decrease in competitive advantage. There should be more the question, if there is such constant resistance, were there perhaps deeper internal issues underlying (as Stakeholder Analysis suggests) which need to be addressed.
If a company thinks that it is honest, and its employees trust it and feel loyal to it, employees are much more likely to get on board with the changes quickly rather than to resist (ARMSTRONG, 2009). Therefore, the functional level strategy for Citi was failing as high resistance and low leadership qualities were ignored.
Both, business unit level- and functional unit level strategy impacts for the alternative option, presented at chapter 3.2., would have not affecting Citi Colombia’s consumer business negative as it would not have required such strong change process but rather an evolving development. However, it should be mentioned, that the underlying outlined internal problems still would exist and therefore might hinder Citi from prosper long term.
A possible approach towards a successful business-/functional level strategy implementation, related to the Digital Agenda in Colombia, will be presented at chapter 4.2.2.



[bookmark: _Toc521457111]4.2	EXTERNAL
[bookmark: _Toc521457112]4.2.1	CLIENT PERCEPTION / BRAND IMPACT

After the financial crisis, banks and within Citigroup were experiencing a client’s perceptions containing distrust(ECONOMIST, 2017).
In response, Citi build a “one-brand business” across all its divisions. It is embracing utility and digital ease-of-use into its brand identity. Citi aspires to be the Amazon of financial services (ADWEEK, 2014). In that context it developed the corporate strategy known at Citi as digital agenda.
Although the digital agenda strategy failed on business- and functional strategy level in Colombia, perception of clients within Colombia are mixed. Whereas consumer clients have lately a perception of Citi as being not competitive as it leaves Colombia - which could have been prevented if selected the alternative strategy option presented - the institutional clients have still a positive perception as service quality did not change and also because of its strong CSR agenda(Appendix II). Another reason needs to be seen in the alternative banks. The closest rivals in Colombia: Bancolombia, BBVA, Banco Popular do not have the international capabilities as Citi can offer its institutional clients, which leads to the next chapter.
[bookmark: _Toc521457113]4.2.2	COMPETITIVE ADVANTAGE VS OTHER BANKS

As the consumer business was sold in Colombia due to one reason being failing in the digital agenda, the bank still has a strong competitive advantage in its institutional business in Colombia, seen in the following view:
[image: ]
[bookmark: _Toc521457080]Figure 22 INSTITUTIONAL BUSINESS - COMPETITIVE ADVANTAGE



If executed successfully, the digital agenda strategy could have led to a strong competitive advantage for the consumer banking side in Colombia as most banks have not yet such strategy rolled out. Instead of selling its consumer business in Colombia, mainly due to the explained failing in the digital agenda, Citi should have stayed and worked towards a second try, which could look as follow and eliminate the flaws of the first approach as outlined before:
[image: ]
[bookmark: _Toc521457081]Figure 23 BUSINESS LEVEL STRATEGY - ALTERNATIVE
Also, choosing this alternative above, it would not have suffered too much as the infrastructure in Colombia is the same for all banks, making it difficult for all competitors to succeed in short- to medium term and therefore the first-time mover advantage could still have been developed.
The other strategy items relating to deepening relationships to its clients, works also towards enforcing Citi’s competitive advantage vs other banks in support of using its mass on collected information within the bank to leverage that knowledge to realize its strategy.

	



[bookmark: _Toc521457114]5.0	CONCLUSION
This document was created to analyse the Corporate Strategy of Citigroup (mainly its Digital Agenda as being main part of it) and its derived Business- and Functional Strategy in Colombia. For this task, it was first introduced the internal and external environment of Citigroup Colombia, which included Citigroups Governance Model, the Value-Chain of the Bank, its Stakeholders as well as its internal Culture and the applied Corporate Social Responsibility with its effect on Citigroup Colombia. Furthermore, a PESTEL examination was undertaken to present the external market conditions in Colombia. The result of the evaluation was source for the concluding SWOT analyses for the first part of the analysis. It showed that Citigroup Colombia, although strong in client’s perception and in its products, had internal strong difficulties (resisting Culture, Silo thinking, low engagement). The analysis showed too, that Colombia as developing country is on the way to prosperity due to the positive development through the peace process with FARC.
In further chapters the corporate strategy of Citigroup was outlined and due to its finding an alternative strategy for Colombia was presented. The derived business strategy as well as the functional strategy for Colombia was subsequently analysed in terms of its execution and impact on clients, brand and its competitive advantage versus other banks.
It showed, that Citigroup Colombia failed in execution of its business- and functional strategy. A consequently leaving of Citigroups Consumer Business in Colombia could have been prevented by applying either a different strategy as presented (towards Market-Development) or by preparing and executing the derived Business- and Functional level strategy in Colombia with a proper change management and -change leadership to overcome the presented difficulties. A first approach to it was introduced as Business-Level-Strategy-Alternative.
As this document was showing, Citigroup with its Digital Agenda in its corporate strategy is going the necessary step globally to address the changing developments in technology and meeting its derived increasing customer needs to protect its competitive advantage. However, the bank should address in its global strategy execution the different local market conditions as well as different cultures and consequently different needs, e.g. it is not recommended to introduce new digital products in a developing Country like Colombia if the local IT-Infrastructure is not ready for it neither if for culture reasons clients still prefer the personal touch in a local branch like in Colombia rather than communicate with a assistant via internet chat or an application.



[bookmark: _Toc521457115]6.0	RECOMMENDATIONS

Despite the failing in the Digital Agenda, it can be recommended Citigroup Colombia undertakes the following steps:
· Apply the Knowledge-based view (APPENDIX IV).
· Use Co-Creation (FORBES, 2016 + MARKETING-JOURNAL, 2015) with its clients. Globally, Citigroup is already focusing strategically at the consumer banking industry on the post-credit card age, developing e.g. the global "digital payment" standards using, among others, laboratories in Asia to co-create with clients to develop the new standard. In that process, Citi should involve also cultural experts to align to local differences within the 160 countries it operates and want to implement the digital strategy.
· Exercise transnational communication in South America to learn from other countries in the region how they execute the corporate strategy and create a best practice forum to prevent the next failing in Colombia.
· Introduce an experienced change leadership team that drives the business- and functional strategy level.
· Work together with Human Resources to: 
· mitigate the change resistance within Citi Colombia, apply concepts introduced by Sisodia book Firms of Endearment (ENDEARMENT, 2014).
· attract the necessary talents, focus on millennials due to their positive attitude towards digitalization and their positive mind towards change (MILLENNIALS, 2017) – both necessary for the successful execution of the business- and functional strategy towards the digital agenda. 
· Introduce feedback loops between top management and employees as a way to listening to employee’s internal feedback.
· Work together with Marketing to create external demands towards the digital agenda and to market the strategy internally to Citigroups Colombia’s employees.	

[bookmark: _Toc502535522]

[bookmark: _Toc521457116]APPENDIX I CITIGROUP ICG BUSINESS

Citi’s core activities are safeguarding assets, lending money, making payments and accessing the capital markets on behalf of its clients. The bank has 200 years of experience helping its clients meet the world's toughest challenges and embrace its greatest opportunities. Citi is the global bank – an institution connecting millions of people across hundreds of countries and cities. It protects people's savings and help them make the purchases that improve the quality of lives. (COMPANY 2018)
ICG consists of the following main divisions:
[image: ]
[bookmark: _Toc521457082]Figure 24 ICG DIVISIONS
GCB consisting of the following divisions:
[image: ]
[bookmark: _Toc521457083]Figure 25 GCB DIVISIONS
According to Citigroups website: “The Bank advises people on how to invest for future needs, such as their children's education and their own retirement, and help them buy securities such as stocks and bonds. The organisation works with companies to optimize their daily operations, whether they need working capital, to make payroll or export their goods overseas. By lending to companies large and small, Citi helps them grow, creating jobs and real economic value at home and in communities around the world. It provides financing and support to governments at all levels, so they can build sustainable infrastructure, such as housing, transportation, schools and other vital public works.” (COMPANY 2018).

[bookmark: _Toc521457117]APPENDIX II CSR IMPACT CITI COLOMBIA (EXTRACT)
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[bookmark: _Toc521457118]APPENDIX III CULTURE DIFFERENCES
Hofstede’s Ratio (Source: HRI 2018)
The following overview shows the cultural differences between the US (Corporate centre of Citigroup) and Colombia (Citigroup operates in) to show fundamental differences (especially in the “Uncertainty/Change Avoidance” metrics) that need to be taken into consideration when wanting to define and execute a local business- and functional level strategy that is derived from the corporate strategy in the US. 
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[bookmark: _Toc521457084]Figure 26 HOFSTEDES POWER DIMENSIONS
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[bookmark: _Toc521457085]Figure 27 UNCERTAINTY AVOIDANCE DIFFERENCES
[bookmark: _Toc521457119]APPENDIX IV KNOWLEDGE-BASED APPLICATION

Towards recommendations, Citigroup Colombia should apply the Knowledge-based view (KBV) (Kraaijenbrink, 2009). KBV means that knowledge-based resources are usually difficult to imitate and socially complex. Furthermore, it means that heterogeneous knowledge bases and capabilities among firms are the major determinants of sustained competitive advantage and superior corporate performance. The resource based (RBV) theory argues that the optimum use of firm resources is applied to achieve superior performance.  Citigroup in Colombia should not just focus on its resources it possesses but also use the knowledge it collects daily, e.g. through customer interaction. That can be used to determine trends in local customer needs in Colombia and assess when for example the Digital Agenda from client’s perspective can be introduced due to increased needs.
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STORIES:

"HIGHLY INNOVATIVE":
“The bank is focusing highly on
digitalization and embraces
technology changes evolving.

STORIES:
“GLOBAL":
Operating in more than 160
countries, the bank is known for
its intemational finance

Solutions (leverage brand)

CCONTROL SYSTEM:
There are highly ~functioning
control systems in place. IT is
controlling ~ all  activities of
employee’s computers, repeating
information and trainings about
company rules are ongoing.
Compliance and  Regulations
have a strong meaning.

POWER STRUCTURE

The power lays clearly at executive banking
directors. However, it has shown that having
relations to certain key positions in the bank
(HR Manager, IT Manager) are valuable to
resolve operational problems. Also, it is shown
that communication is often lacking,
information is often withheld, having-power
thinking is well existing within the bank.

CULTURAL WEB-
CITIGROUP
COLOMBIA

ROUTINE AND RITUALS

SYMBOLS

HIGHLY REGULATED'
As a result of the financial crisis 2008, Citigroup
experienced an increase in higher regulation and
compliance requirements, which also affected the
consumerexperience (highly information request
from clients).

(ORGANISATIONAL STRUCTURE

The organizational structure in Colombia is
divided in consumer and corporate banking with
supporting functions as outlined in the value
chain analysis above. There are many silo
structures within, making it challenging realizing
cross  department  project work. Formal
hierarchies are the standard, reflecting also
cultural - conditions i Colombia, the related
Hofstedes Cultural Analysis can be found at
(APPENDIX)

Although workload s high and pressuring, most departments maintain a collegial work environment, birthdays and company anniversaries
of employees are celebrated within the departments, breakfasts are organized every month, private topics are discussed openly. Also, it’s an
atmosphere of errors are allowed to make (except those related to compliance/ethics), errors help to learn and to improve. It is also
internally visible, that employees in Colombia prefer to work to the book (rules) and don't like changes as those from past experience were
not well implemented (missing communication, low responsibility thinking).
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“Contribute to the creation of economically healthy communities through financial inclusion.”
Project: Give specific financial funds to small developing companies.

” Develop financial capabilities in society where they operate through education initiatives.”
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“Support the construction of the country through differential products and services””
Project: Help building water supply places in rural areas.





image10.png
BASIC FACTS

Capital

Land area (square km '000)

Exchange Rate (per 9)

Population - market size (millons)

Gross Domestic Product (GDP) (USS billons)
GDP (PPP) per capita (USS)

Real GDP growth (%)

Consumer price inflation (%)
Unemployment rate (%)

Labor force (millons)

Current account balance (% of GDP)
Direct investment stocks inward (3br)
Direct investment flows inward (% of GDP)

L
29517
49297
3092
14485
8
™
940"
170"
335
1642 "
47077




image11.png
2017Rank  County | 2017Score  2016Score  2015Score | 2014Score  2013Score | 2012Score  Region

% Colombia 37 57 57 3 3 Americas





image12.png
ECONOMIC PERFORMANCE

Sub-Factor Rankings : 2017
2014 2005 2016 2017 2018 Domestic Economy *
International Trade 55
International Investment 35
40— e 4 |
46° 46° —51 Empl 35
Prices. 10
CoLONBIA GOP GROWTH RATE
15
13
0 '
o
0 0
o5 o5
0 oos
o3
== = .
s
as

ut201s Jan 2016 ut2016 Jan 2017 Jutzo17 Jan 2018

2018
55

Ell

7




image13.png
'COMPETITIVENESS LANDSCAPE

Infrastructure

Business Efficiency

i
&
m
m
m

wonwnpa
SUWNIOIAUZ pUE RIH
aunnasesu) yues
aumon.aseip) [0lowpRL
aumonasei) dseg

sonpeA pue sopmmy
ey WowRBEL
oueuy

948 Joqe]

fouapya B hiwmnpoid
Homawes FRPOS
uonesigeT ssausng
Homawei [evopmasul
Aonod xeL

aueuy Hangd

sooug

wowkolduz

wauasoAY| [euorELRI|
apeay [evoneEl

Awiouosg dpsawoq

YA /\

49
557

45

42

43—

59

e
Ssr \sy— 58

49,
\“/

/

61=61

5756




image14.png
- In Colombia, 75% of adults aged 25-64 have completed
upper secondary_education, more than the OECD
average of 74% (HDR 2018)

- In terms of employment, 58% of people in Colombia
have a paid job, below the OECD employment average of
7%

- First place in household spend capacity to health care
(WHO 2018)

- In terms of health, life expectancy at birth in Colombia is
around 75 vears, five years lower than the OECD average
of 80 years.

- Colombia's health care system was given 22nd place by
the World Health Organization (WHO) In 2017
(WHO-STAT 2017)

- Religion: Roman Catholic: 90%, other: 10%

- The country's official language is Spanish.

Source: WHO 2017
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STRENGTH

- strong focus on technology

- Strong financial performance

- Leading credit card issuer

- Strong presence in Colombia

- Established financial service brand
with a large customer base

- Strong CSR impact

WEAKNESS

- silo Thinking of employees

- Language barriers (english level)

- Culture restistance to change

- Internal communication

- Sold commercial business

- Low HR-/IT-/Onboarding Engagement

OPPORTUNITIES

- Leverage experience of technology advancement in other
countries where Citi operates

- Benefit from the developed stage (post-FARC) and being
present more than any other american bank in South America

- Benefit from the growing amount of SME in Colombia

- Gain market share, offering clients from e.g. Bancolombia a
unique e.g. international fund transfer experience

- Possible Alliances to create with e.g. Scotiabank

THREATS

- Political situation / -change

- Strong USS / Exchange rate impact (weak COP)
- Culture differences / resistance of Colombians
- Strong Price Index

- Strong Corruption Index

- Weak infrastructure througout Colombia
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1)

Delivering sustainable client-led
revenue growth by deepening its
relationshi

clients, heavily
innovation of new services for its
clients.

2)

Using technology to enhance
capabilities and to lower its cost
to serve, to bend the cost curve
and to deliver sustainable positive
operating leverage. Drive scale
efficiency through common
platforms and processes

3)

Optimization of its capital base
including the return of all capital
above the amount needed to
prudently operate and invest into
its franchise
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POWER

The change was urged within 2-3 years, due to developing of increased competition.

The digital agenda affects the whole bank, the same counts vith the ncreased focus on cost improvement

The customer service needs to be law less, no interruption nether faling in compliance and data security is allowed to
happen

Stafin Colombia s very homogenous in terms of cuture, however attitude vaies greatly (sce stakeholder analyss)

Strong improvement needed interms of managerial and personal capability

CITIGROUP COLOMBIA gets funded the project from corporate, however there s limited workforce forthe change.

Staff was not reacl, an underying HR strategy would have been necessary (attractsklled digital workforce, train
existing staff and develop a mindset change)

‘Stakeholder Analysi showed, Povier lays on executive level but important underlaying levels (R, I, Marketing) are.
missing power t0 drive the change
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CHANGE MANAGEMENT

- Refers to a set of basic tools or structures.
intended to keep any change effort under
control. The goal is to minimize the
distractions and impacts of the change.

Change management tends to be more
associated with smaller changes and would
have been incorporated into the functional
strategy level

CHANGE LEADERSHIP

- It concerns the driving forces, visions and
processes  that  fuel large-scale
transformation and is more associated with
large scale changes. It's more about big
visions and about empowering people.
Change leadership is much more associated
with putting an engine on the whole change
process, and making it go faster, smarter
and more efficientiy.
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Capital Markets Origination

- is focused on the capitabraising needs such as.
public offerings, private placements, and special
purpose acquisiion companies,

Corporate & Investment Banking
- provides strategic and financing products and advisory

services to multinational and local corporations,
financial institutions, governments, and privately. held
businesses in more than 160 countries

/

Markets & Securities Services ICG BUSINESS . cit te Bank

- advises professional investors,ultr-high-net-worth
individuals and familis, and lawyers throughout
the world.

- includes investor services and direct custody and
clearing, hedge fund and private equity serviing,
‘and ssuer businesses.

Treasury and Trade Solutions (TTS)

- provides cash management, trade and securiies
Services to companies, governments, and other

instiutions in the US. and more than 140
countres. TS intermediates more than $3 trilion
i global transactions daily.
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Citibank Retail banking
- encompasses Cités_global _branch _network,

branded Giibank. Citibank has more than 4,600
branches in the world and holds more than $300
billionin deposits

Citi Branded Cards

- the world's largest credit card issuer

/

CitiMortgage GCB BUSINESS o Citi Commercial Bank

- serves 100,000 small to medium-size comparies in

- originatesreal estate morigages. 32 countries

Citi Retail Services

- is one of the argest providers of private label and
‘co-branded credit cards,retail consulting services,

‘and retal loyaty products in the USS.
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THE ABILUTY TO HAVE A POSITIVE IMPACT IN THE COMMUNITY

It supports public value outcomes. Public value is about the value that Citigroup contributes
to society. A sound, robust corporate social responsibility framework and organisational
mindset genuinely helps the bank to deliver public value outcomes by focussing an how their

services can make a difference in the community.

IT SUPPORTS BEING AN EMPLOYER OF CHOICE

Being an employer of choice typically translates into the company’s ability to attract and retain high calibre staff.
It encourages both professional and personal development

Providing employees with the opportunity to be involved in a company’s socially responsible activities can have

the benefit of teaching new skills to staff, which can in turn be applied in the workplace. By undertaking

activities outside of their usual work responsibilities, emplayees have the chance to contribute to work and
causes that they might feel passionate about or learn something entirely new which can help enrich their own

perspectives.

IT ENHANCES RELATIONSHIPS WITH CLIENTS

A strong corporate social responsibility framework is essential to building and maintaining trust between
Citigroup and its clients. It strengthens ties, build alliances and foster strong working relationships with both

existing and new clients as internal studies have shown. (SOURCE INTERNAL CONFIDENTIAL)
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UNCERTAINTY (CHANGE) AVOIDANCE
The dimension Uncertainty Avoidance has to do with the way that  society deals with the fact that
the future can never be known: should we try to control the future or just let it happen? This ambiguity
brings with it anxiety and different cultures have leamt to deal with this anxiety in different ways. The
extent to which the members of a culture feel threatened by ambiguous or unknown situations and
have created beliefs and institutions that try to avoid these is reflected in the score on Uncertainty
Avoidance.

- At 80 Colombia has a high score on Uncertainty Avoidance which means that as a nation
they are seeking mechanisms to avoid ambiguity. Emotions are openly expressed; there are
(extensive) rules for everything and social conservatism enjoys qite a following. This s also
reflected in religion, which is respected, followed by many and conservative. Rules are not
necessarily followed, however: this depends on the in-group's opinion, on whether the
group feels the rules are applicable to their members and it depends, ultimately, on the
decision of power holders, who make their own rules. In work terms this results in detailed
planning that may not necessarily be followed in practice. The combination of high UAI with
the scores on the previous dimensions means that it s difficult to change the status quo,
unless a figure of authority is able to amass a large group of people and lead them towards
change.

- The US scores below average, with a low score of 46, on the Uncertainty Avoidance
dimension. As a consequence, the perceived context in which Americans find themselves
will impact their behaviour more than if the culture would have either scored higher or
lower. Thus, this cultural pattern reflects itself as follows: There is a fair degree of
acceptance for new ideas, innovative products and a willingness to try something new or
different, whether it pertains to technology, business practices or food. Americans tend to
be more tolerant of ideas or opinions from anyone and allow the freedom of expression. At
the same time, Americans do not reqire a lot of rules and are less emotionally expressive
than higher-scoring cultures. At the same time, 9/11 has created a ot of fear in the American
society culminating in the efforts of government to monitor everybody through the NSA and
other security organisations





image1.png




image2.png
citl




