Chapter 14: Managing for Value in a Multibusiness Company

· The central question of corporate strategy is what additional contribution to performance can be made at a corporate level

· Corporate strategy is not a ‘larger version’ of business strategy

· Corporate can add value by managing the “strategic spillovers” (actions one business units takes in pursuit of its objectives that affect the performance of the company’s other business units – positive spillovers are synergies) from one business unit to another

· Corporate managers might manage spillovers by making decisions themselves.  More often, however, corporate works by affecting how business units make decisions through definitions on company’s organizational design (structure & compensation systems) or resource allocation

· Corporate adds value to the company by managing the interactions among constituent businesses

· Although corporate might add value, there is no guarantee that it will.  To add value, diversified corporations must do something that investors cannot accomplish on their own

· Corporate can help turn potential positive spillovers into actual and effective spillovers (or, conversely, prevent potential negative ones from degradating performance)

· Corporate managers must identify spillovers and provide resources necessary to exploit positive spillovers (including create a mechanism to encourage appropriate level of investment when a business unit’s investment benefits others as well)

· Cross-unit transfers of knowledge or information facilitate positive spillovers.  Applying knowledge-based capabilities to multiple industries has tremendous economies of scale and is a common rationale for how diversification might add value

	GOAL
	APPROACH
	TOOLS

	· Improve company performance 
	· Identify potential spillovers

· Enable/impede spillovers through investment and information
	· Resource allocation

· Financial Capital

· Human Capital
· Organizational design

· Architecture and Firm Performance

· Routines for Information and Influence

· Routines and Norms for Information


