
corporate level strategy and business
level strategy

Corporate level strategy and business level strategy are fundamental concepts
in strategic management, essential for organizations aiming to achieve long-
term success and competitive advantage. Understanding the distinction between
these two levels of strategy is crucial for effective decision-making and
resource allocation. This article will delve into the definitions,
differences, and interrelations of corporate and business-level strategies,
as well as their implications for organizational performance.

Defining Corporate Level Strategy

Corporate level strategy refers to the overarching strategy that outlines how
a company will manage its various business units and product lines to achieve
its overall goals. This strategy is typically formulated by top management
and focuses on decisions that affect the entire organization. Key elements of
corporate level strategy include:

Determining the scope of the business: What markets and industries
should the company compete in?

Resource allocation: How should resources be distributed among different
business units?

Portfolio management: How to manage the mix of businesses and ensure
they align with the company's goals?

Corporate level strategies can be classified into several categories:

1. Growth Strategies: These strategies focus on expanding the company's
operations, whether through market penetration, market development, product
development, or diversification.

2. Stability Strategies: In situations where a company is satisfied with its
current position, stability strategies focus on maintaining the status quo
and ensuring the continued performance of existing businesses.

3. Retrenchment Strategies: Faced with declining performance or market share,
companies may adopt retrenchment strategies that involve downsizing
operations, divesting underperforming units, or restructuring to improve
efficiency.

Understanding Business Level Strategy

Business level strategy, on the other hand, pertains to how a specific
business unit competes in its own market. It focuses on positioning the
business against competitors and creating a competitive advantage within a
particular industry. Business level strategies are typically developed by



middle management and can include:

Cost leadership: Striving to become the lowest-cost producer in the
industry.

Differentiation: Offering unique products or services that provide value
to customers.

Focus strategy: Concentrating on a specific market segment or niche to
serve that segment better than competitors.

Business level strategies can also be categorized into three primary types:

1. Cost Leadership: This strategy aims to attract a broad customer base by
being the lowest-cost provider. Companies pursuing this strategy often
emphasize economies of scale, efficient operations, and cost-saving
technologies.

2. Differentiation: Firms adopting a differentiation strategy seek to provide
unique offerings that stand out in the marketplace. This could involve
superior quality, innovative features, or exceptional customer service.

3. Focused Strategy: A focused strategy targets a specific market segment,
aiming to serve a narrow customer base more effectively than competitors who
target a broader audience.

Key Differences between Corporate Level
Strategy and Business Level Strategy

While both corporate and business level strategies are essential for a
company's success, they differ in several key aspects:

Scope
- Corporate Level Strategy: Encompasses the entire organization, setting the
direction for all business units and product lines.
- Business Level Strategy: Focuses on a specific business unit within the
larger corporate framework, addressing how to compete effectively in that
market.

Decision-Making Authority
- Corporate Level Strategy: Formulated by top executives and board members
who have an overview of the entire organization.
- Business Level Strategy: Developed by managers at the business unit level
who are more familiar with the market dynamics and competition within their
specific industry.



Time Horizon
- Corporate Level Strategy: Often has a long-term focus, aiming to sustain
the organization for years to come.
- Business Level Strategy: May have a more immediate focus, addressing
current market conditions and competitive tactics.

Key Concerns
- Corporate Level Strategy: Concerned with the overall portfolio of
businesses, resource allocation, and long-term success.
- Business Level Strategy: Concerned with competitive positioning, market
share, and achieving customer satisfaction within a specific sector.

The Interrelationship between Corporate Level
Strategy and Business Level Strategy

The relationship between corporate level strategy and business level strategy
is both dynamic and interdependent. A well-defined corporate level strategy
provides the framework within which business units can develop their
strategies. Conversely, the success of the corporate strategy hinges on the
effectiveness of individual business level strategies.

Alignment of Goals
For an organization to achieve its objectives, there must be alignment
between corporate and business level strategies. For example, if a
corporation decides to pursue a diversification strategy, the business units
must align their competitive strategies to ensure they can successfully
operate in new markets.

Resource Allocation
Corporate level strategy dictates how resources are allocated across business
units. A profitable business unit may receive more resources to expand, while
a struggling unit may face cuts. Effective business level strategies can
enhance the overall performance of the corporate portfolio.

Performance Measurement
Organizations often measure the performance of business units to evaluate the
effectiveness of both corporate and business level strategies. Metrics such
as profitability, market share, and customer satisfaction can provide
insights into how well each unit is executing its strategy in alignment with
corporate goals.

Conclusion

Understanding the distinctions and interrelations between corporate level



strategy and business level strategy is vital for any organization seeking to
navigate the complexities of the business environment. A well-crafted
corporate strategy lays the foundation for effective business unit
strategies, enabling organizations to compete successfully in their
respective markets while achieving overarching goals. By aligning these two
levels of strategy, companies can enhance their performance, ensure
sustainable growth, and maintain a competitive edge in an ever-evolving
marketplace.

Frequently Asked Questions

What is the primary difference between corporate
level strategy and business level strategy?

Corporate level strategy focuses on the overall scope and direction of an
organization, determining which markets or industries to compete in, while
business level strategy focuses on how to compete successfully in particular
markets.

How does a diversified company implement corporate
level strategy?

A diversified company implements corporate level strategy by managing a
portfolio of different businesses, ensuring that each operates effectively
while also aligning with the overall strategic goals of the organization.

What role does competitive advantage play in business
level strategy?

Competitive advantage is central to business level strategy, as it defines
how a company differentiates its products or services and positions itself
against competitors to achieve superior performance in a specific market.

Can a company have multiple business level strategies
under one corporate level strategy?

Yes, a company can adopt multiple business level strategies under one
corporate level strategy, allowing it to tailor its approach to different
markets or product lines while maintaining a cohesive overarching direction.

What are some common tools used to analyze corporate
level strategy?

Common tools for analyzing corporate level strategy include the BCG matrix,
SWOT analysis, and the Ansoff Matrix, which help organizations assess their
portfolio of businesses and strategic options.

How does market segmentation influence business level
strategy?

Market segmentation influences business level strategy by allowing companies



to identify and target specific customer groups, enabling them to tailor
their offerings and marketing efforts to meet the unique needs of those
segments.

What is the significance of alignment between
corporate and business level strategies?

Alignment between corporate and business level strategies is crucial for
ensuring that the various business units support the overall goals of the
organization, leading to more effective resource allocation and strategic
coherence.
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