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Introduction to Chinese Edition of

Corporate-Level Strategy

It is now nearly ten years since the publication of the original edition of Corpo-
rate-Level Strategy in 1994 . So it is timely to review developments that have
taken place since then, both in corporate strategies and in corporate strategy
thinking.

The underlying principles of parenting advantage that we expounded in Cor-
porate-Level Strategy have stood the test of time well, and remain, in our view,
the key to a valid corporate strategy. The justification for bringing together any
group of business units must be that the parent of the businesses can add value to
them, and the objective must be to add more value than other possible owners
that is, to achieve parenting advantage.

In 1994, many companies were not comfortable with this approach to corpo-
rate strategy. They began by asking “What can our business units do for us?”,
not “What can we do for our business units?” However, pressure from capital
markets has now made it much harder for companies to avoid the parenting ad-
vantage question. If investors are not convinced that there is an economic logic
that justifies the existence of a group, they will act. Demergers, break-ups and
spin-offs have become far more common; the trend is towards more focussed,
more integrated companies, and away from more diversified companies or con-
glomerates, which add little value. As a result, there are now many fewer com-
panies who do not think about the added-value of the parent.

But more integrated focussed companies face somewhat different parenting
challenges. With a less clear separation between “the parent” and “the business-
es” and with more interdependence between the businesses, the parent typically
plays a more hands-on role. It also needs to give more attention to difficult coor-
dination issues and to accept that simple accountability measures will be harder.
But the role of the parent remains crucial in making these more complex, interde-

pendent companies perform well. These are themes that we have explored much



more fully in our book, “Designing Effective Organisations” , published by John
Wiley and Sons in 2002.

Since 1994 we have also worked more extensively with multibusiness groups
in developing countries, such as India, Turkey and Saudi Arabia. The sources of
parenting advantage in these countries often relate to underlying “infrastructure”
issues, such as corporate reputation, access to human and financial resources, and
government relationships. These sources of parenting added-value are seldom of
much importance in developed economies, since most large corporates are equally
competent in these areas and since there are well developed third party markets
for human and financial resources. But in developing countries this is not the
case. So the few leading corporates can bring real advantages to their subsidiaries
in infrastructure issues. Given the rather general nature of these advantages,
large companies in developing countries tend to have more diversified portfolios
than in the developed world. However, there is some evidence that the trend is
away from high diversity and towards more business-specific sources of parenting
advantage even in these countries.

With the rapid rate of development of the Chinese economy, it may there-
fore now be particularly valuable for Chinese companies to think through their
sources of parenting advantage. How do they add value to the businesses they
own? Are traditional sources of value becoming less important? Are new sources
of value calling for new skills and competences? And what are the implications for
corporate portfolios in future? Corporate-Level Strategy should be very helpful

for any companies wrestling with these fundamental questions.

Michae] Goold
Andrew Campbell
Marcus Alexander

November, 2003
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