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What is Corporate Level Strategy? 

 

1. What is corporate strategy and how does it create shareholder value? 

 

2. What is corporate-level strategy? What are the differences with business-level and 

functional strategies? Why is corporate-level strategy important to the diversified firm? 

Develop your arguments. 

 

3. For multibusiness firms, corporate-level strategy is different from business-level strategy, 

so what is corporate strategy? What are the rationales for the multibusiness firms? What 

are the disadvantages for a corporation to be in multiple businesses? Develop your 

arguments. 

 

4. According to Collis and Montgomery, the three sides of the triangle of corporate strategy 

– resources; businesses; and structure, systems, and processes – are the foundations of 

corporate strategy. When aligned in pursuit of a vision, and motivated by appropriate 

goals and objectives, the system can produce a corporate advantage, which justifies the 

firm’s existence as a multibusiness entity. Explain how these different elements can be 

aligned and does this alignment could create a corporate advantage. 

 

5. How does a parent company create value? Compare Porter’s and Goold and colleagues’ 

generic corporate strategy typologies. Discuss the strengths and weaknesses of such 

typologies. 

 



 2 

6. By the year 2020, do you believe large firms will be more or less diversified than they are 

today? Why? Will the trends regarding diversification be identical in Europe, the United 

States, and Japan? Explain showing the logic of your argumentation. 

 

7. What strategic choices are available to the CEO of an unrelated diversified corporation? 

When and why each of theses choices is preferable? Support your answer with theoretical 

rationales. 

 

8. How might a company configure its strategy-making processes to reduce the probability 

that managers will pursue their own self-interest, at the expense of stockholders? 

 

9. The BCG matrix is a strategic management tool designed to help managers to make 

decision about their business portfolio. Please, describe carefully this tool and explain 

how it works. Then, explain in which situations the BCG matrix is applicable and in 

which situations it is not applicable. Why? 

 

Diversification 

 

10. Managers need to pay attention to their firm’s internal and external environment when 

making decisions about the optimum level of diversification for their company. What are 

the different environmental factors that influence a firm’s optimum level of 

diversification? Explain how do these factors influence this optimal level of 

diversification. 

 

11. When is a company likely to choose related diversification and when is it likely to choose 

unrelated diversification? What are the strengths and weaknesses of these two types of 

corporate-level strategies? Discuss with references to two cases presented in class. 

 

12. One rationale for pursuing related diversification is to obtain market power. In the 

European Union, too much market power, however, may result in a challenge by the 

European Commission (because it may be perceived as anticompetitive). Under what 

situations might related diversification be considered unfair competition? 
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13. Describe how diversified firms can use activity sharing and transfer of core competencies 

to create value. What are the two ways that an unrelated diversification strategy can create 

value? Can these four strategies be combined or are they mutually exclusive? Explain. 

 

14. By the year 2020, do you believe large firms will be more or less diversified than they are 

today? Why? Will the trends regarding diversification be identical in Europe, the United 

States, and Japan? Explain showing the logic of your argumentation. 

 

15. Strategic alliances and outsourcing are two alternatives to diversification. What are the 

advantages and disadvantages of each, as compared to diversification? What actions can 

managers take to eliminate or reduce the risks? 

 

16. What is the primary reason for overdiversification, industrial policies, such as taxes and 

antitrust regulation, or because managers pursue self-interest, increased compensation, 

and reduced risk of job loss? Why? 

 

17. What strategic choices are available to the CEO of an unrelated diversified corporation? 

When and why each of theses choices is preferable? Support your answer with theoretical 

rationales. 

 

18. A firm implementing a diversification strategy has just acquired what it claims is a 

strategically related target firm but announces that it is not going to changes this recently 

acquired firm in any way. Will this type of diversifying acquisition enable the firm to 

realize any valuable economies of scope that could not be duplicated by outside investors 

on their own? Why or why not? 

 

19. What is the effect of a firm’s low performance on the pursuit of diversification? 

 

20. Organizations often anticipate that following a diversification strategy can create value on 

many fronts. However, not all diversification efforts prove to be as successful as 

originally planned. Firms sometimes must reconsider their initial diversification strategy 

and frequently reverse or drastically alter their strategic decisions, often within a very 

short time frame. Please, explain the different expected outcomes of a diversification 

strategy. What are the potential sources of failure of such a strategy? What can a firm do 
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when its diversification strategy fails? Could have such diversification problems been 

avoided and how? 

 

21. What are the factors that push firms to diversify their activities and what are the 

consequences of such a diversification strategy? What is the primary reason for 

overdiversification, industrial policies, such as taxes and antitrust regulation, or because 

managers pursue self-interest, increased compensation, and reduced risk of job loss? 

Why? 

 

22. Compare the benefits and risks associated with horizontal and vertical integration. Under 

what circumstances would a firm prefer one to the other? 

 

23. For a conglomerate pursuing unrelated diversification, how would its shareholder 

expectations differ from a corporation that exhibits operational relatedness in its portfolio 

of businesses? 

 

24. What are the conditions managers should consider in screening the feasibility of 

diversification moves? 

 

25. Firms often anticipate that a diversification strategy can create value on many fronts. 
However, not all diversification efforts prove to be as successful as originally planned. 
Firms sometimes must reconsider their initial diversification strategy and frequently 
reverse or drastically alter their strategic decisions, often within a very short time frame. 
Please, explain the expected outcomes of a diversification strategy. What are the potential 
sources of failure of such a strategy? What can a firm do when its diversification strategy 
fails? Could such diversification problems be avoided and how? 

 

Synergies 

 

26. What is meant by the term synergy? Explain how the merger of two separate businesses 

can create synergy. How can firms create private synergy that cannot be imitated easily by 

other companies? 

 

27. One rationale for pursuing related diversification is to obtain market power. In the 

European Union, too much market power, however, may result in a challenge by the 

European Commission (because it may be perceived as anticompetitive). Under what 
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situations might related diversification be considered unfair competition? What can a 

large Multinational firm do to avoid problems with the European Commission? 

 

28. Describe how diversified firms can use activity sharing and transfer of core competencies 

to create value. What are the two ways that an unrelated diversification strategy can create 

value? Can these four strategies be combined or are they mutually exclusive? Explain. 

 

29. One of the most important reasons for related diversification is the search for synergies. 

What are the different types of synergies? How can a diversified firm achieve these 

synergies? Why are these synergies so difficult to achieve through a growth strategy of 

mergers and acquisitions? 

 

30. When is a company likely to choose related diversification and when is it likely to choose 

unrelated diversification? What are the strengths and weaknesses of these two types of 

corporate-level strategies? Discuss with references to two cases presented in class. 

 

31. A firm implementing a diversification strategy has just acquired what it claims is a 

strategically related target firm but announces that it is not going to changes this recently 

acquired firm in any way. Will this type of diversifying acquisition enable the firm to 

realize any valuable economies of scope that could not be duplicated by outside investors 

on their own? Why or why not? 

 

Vertical Integration 

 

32. Compare the benefits and risks associated with horizontal and vertical integration. Under 

what circumstances would a firm prefer one to the other? 

 

33. Some firms have engaged in backward vertical integration strategies in order to 

appropriate the economic profits that would have been earned by suppliers selling to them. 

How is this motivation for backward-vertical integration related to the transaction costs 

logic? (Hint: Compare the competitive conditions under which firms may earn economic 

profits to the competitive conditions under which firms will be motivated to minimize 

transaction costs). 
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Parenting 

 

34. How does a parent company create value? Compare Porter’s and Goold and colleagues’ 

generic corporate strategy typologies. Discuss the strengths and weaknesses of such 

typologies. 

 

35. How does a parent company determine the performance potential of its portfolio of 

businesses? Present different methods and discuss their advantages and disadvantages. 

 

36. Goold and his colleagues explain that there is a need for a fit between the characteristics 

of the parent and the characteristics of the business. What do they mean by fit? Why is 

this fit so important? Explain using an example of you choice. 

 

37. The BCG matrix is a strategic management tool designed to help managers to make 

decision about their business portfolio. Please, describe carefully this tool and explain 

how it works. Then, explain in which situations the BCG matrix is applicable and in 

which situations it is not applicable. Why? 

 

38. It is said that agency problems may occur between headquarter and business units in the 

strategic management of multibusiness firms. What is an agency relationship? What is 

managerial opportunism at the business unit level? What assumptions do headquarters of 

multibusiness firms make about business unit managers as agents?  

 

Agency Problems 

 

39. How might a company configure its strategy-making processes to reduce the probability 

that managers will pursue their own self-interest, at the expense of stockholders? 

 

40. What is the primary reason for overdiversification, industrial policies, such as taxes and 

antitrust regulation, or because managers pursue self-interest, increased compensation, 

and reduced risk of job loss? Why? 

 

41. Given the evidence that shareholders of many acquiring firms gain little or nothing in 

value from acquisitions, why do so many firms follow such a strategy? 
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42. It is said that agency problems may occur in the corporate governance of multibusiness 

firms. What is an agency relationship? What is managerial opportunism? What 

assumptions do owners of modern corporations make about managers as agents? How do 

LBOs help solving agency problems in multibusiness firms? 

 

43. What is an agency relationship? What is managerial opportunism? What assumptions do 

owners of modern corporations make about managers as agents and how do these 

assumptions influence a firm’s corporate-level strategy? 

 

44. It is said that agency problems may occur between headquarter and business units in the 

strategic management of multibusiness firms. What is an agency relationship? What is 

managerial opportunism at the business unit level? What assumptions do headquarters of 

multibusiness firms make about business unit managers as agents?  

 

45. Some researchers have argued that the existence of free cash flow can lead managers in a 

firm to make inappropriate acquisition decisions. To avoid these problems, these authors 

have argued that firms should increase their dept-to-equity ratio and “soak up” free cash 

flow through interest and principal payments. Is free cash flow a significant problem in 

many firms? What are the strengths and weaknesses of increasing leverage as a response 

to free cash flow problems in a firm? 

 

Multipoint Competition 

 

46. What factors affect the likelihood a firm will take a competitive action? What factors 

affect the likelihood a firm will initiate a competitive response to the action taken by a 

competitor? Describe these factors and explain their effects. 

 

47. Why do multimarket contacts reduce the intensity of rivalry between multibusiness firms? 

Explain your rationale using examples. 

 

48. What are the differences between single market competition and mulitmarket 

competition? In a multimarket situation, what factors affect the likelihood a firm will take 

a competitive action (a competitive attack or a competitive response)? 
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49. One of the specificity of multibusiness firms corporate strategy is multipoint competition. 

How does multipoint competition influence the rivalry intensity between firms? What is 

the effect of multipoint contact on firms’ market entry and exit? Which factors influence 

this relationship? 

 

Restructuring 

 

50. Restructuring is often used to improve a firm’s performance by correcting for problems 

created by ineffective management. Restructuring by downsizing involves reducing a 

number of employees and hierarchical levels in the firm. Although it can lead to short-

term cost reductions, they may be realized at the expense of long-term success. Explain 

how and why. 

 

51. What are some common forms of restructuring and their goals? How can a firm 

successfully implement a restructuring strategy? 

 

Mergers & Acquisitions 

 

52. What are the problems that affect a firm’s efforts to successfully use an acquisition 

strategy and what are the attributes associated with a successful acquisition strategy? 

 

53. Given the evidence that shareholders of many acquiring firms gain little or nothing in 

value from acquisitions, why do so many firms follow such a strategy? 

 

54. Consider a firm that was created through a merger. What are the benefits and risks of the 

combined firms, as compared to those of the original firms? 

 

55. You are on the executive board of an information technology firm that provides 

trafficking software to the trucking industry. One of the firm’s managers feels the 

company should grow and has suggested expanding by creating trafficking software for 

rail shipments or by offering trucking trafficking services online. You know your firm is 

in a position to expand but are not sure about the best way to do so. (A) Should the firm 

consider a merger with or an acquisition of a firm that offers the suggested services, or 
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should it develop them internally? List the advantages and disadvantages of each strategic 

option. (B) Based on your finding and other information, assume that he firm decides to 

obtain trafficking software for rail shipments through an acquisition of an existing firm. 

Predict some general problems your firm might encounter in an acquisition and how they 

might be resolved. 

 

56. One of the most important reasons for related diversification is the search for synergies. 

What are the different types of synergies? How can a diversified firm achieve these 

synergies? Why are these synergies so difficult to achieve through a growth strategy of 

mergers and acquisitions? 

 

57. A firm implementing a diversification strategy has just acquired what it claims is a 

strategically related target firm but announces that it is not going to changes this recently 

acquired firm in any way. Will this type of diversifying acquisition enable the firm to 

realize any valuable economies of scope that could not be duplicated by outside investors 

on their own? Why or why not? 

 

Strategic Alliances 

 

58. Strategic alliances and outsourcing are two alternatives to diversification. What are the 

advantages and disadvantages of each, as compared to diversification? What actions can 

managers take to eliminate or reduce the risks? 

 

59. Some have argued that alliances can be used to help firms evaluate the economic potential 

of entering into a new industry or market. Under what conditions will a firm seeking to 

evaluate these opportunities need to invest in an alliance to accomplish this evaluation? 

Why couldn’t such a firm simply hire some smart managers, consultants, and industry 

experts to evaluate the economic potential of entering into a new industry? What, if 

anything, about an alliance makes this a better way to evaluate entry opportunities than 

alternatives? 

 

60. What risks are firms likely to experience as they use strategic alliances to create 

corporate-level value? 
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International Corporate-Level Strategies 

 

61. Are international strategies always just a special case of diversification strategies that a 

firm might pursue? What, if anything, is different about international strategies and 

diversification strategies? 

 

62. One rationale for pursuing related diversification is to obtain market power. In the 

European Union, too much market power, however, may result in a challenge by the 

European Commission (because it may be perceived as anticompetitive). Under what 

situations might related diversification be considered unfair competition? What can a 

large Multinational firm do to avoid problems with the European Commission? 

 

63. By the year 2020, do you believe large firms will be more or less diversified than they are 

today? Why? Will the trends regarding diversification be identical in Europe, the United 

States, and Japan? Explain showing the logic of your argumentation. 

 

64. The transnational strategy is often seen as one way in which firms can avoid the 

limitations inherent in the local responsiveness/global integration tradeoff. However, 

given the obvious advantages of being both locally responsive and globally integrated, 

why are apparently only a relatively few firms implementing a transnational strategy? 

What implications does your analysis have for the ability of a transnational strategy to be 

source of corporate value creation for a firm? 

 

65. Why do firms internationalize their activities? How do they create corporate value through 

their international activities? 

 

66. What is the relationship between international diversification and corporate-level strategy? 

How does international diversification affect corporate value creation? 

 


