
types of corporate level strategy
Types of Corporate Level Strategy play a crucial role in shaping the long-term direction
of organizations. Corporate-level strategies are the overarching plans that define the
overall scope and direction of a company and determine how resources are distributed
among its various business units. These strategies help companies achieve competitive
advantage, manage risk, and enhance overall performance. In this article, we will delve
into the various types of corporate-level strategies, highlighting their significance,
advantages, and examples.

What is Corporate-Level Strategy?

Corporate-level strategy is concerned with the overall purpose and scope of an
organization and how value will be added to the different parts of the organization. This
strategy outlines the company's mission, vision, and objectives and helps in determining
the markets in which it will compete. The choices made at the corporate level have a
direct impact on the business units and their operational strategies.

Types of Corporate-Level Strategies

Corporate-level strategies can be broadly classified into four main types:

Growth Strategies1.

Stability Strategies2.

Retrenchment Strategies3.

Combination Strategies4.

Each of these strategies has its unique characteristics, advantages, and challenges. Let’s
explore them in detail.

1. Growth Strategies

Growth strategies are employed by organizations aiming to increase their size, market
share, or profitability. Companies can pursue growth through various avenues:

Market Penetration: This involves increasing sales of existing products in existing



markets. Companies may employ tactics like aggressive marketing, discount pricing,
or improved customer service.

Market Development: This strategy focuses on entering new markets with existing
products. This could involve geographical expansion or targeting different
demographic segments.

Product Development: Here, companies introduce new products to existing
markets. Innovation and adaptation to customer needs are essential for success in
this strategy.

Diversification: This involves entering new markets with new products.
Diversification can be related (entering a similar industry) or unrelated (venturing
into entirely different industries).

Significance of Growth Strategies:

Growth strategies are critical for companies seeking to enhance their market presence
and financial performance. They are particularly relevant in competitive industries where
maintaining market share is vital. However, companies need to be cautious, as aggressive
growth can lead to overextension and resource strain.

2. Stability Strategies

Stability strategies are adopted by organizations that seek to maintain their current
position rather than pursue aggressive growth or retrenchment. This approach is often
chosen in times of uncertainty or when a company is satisfied with its current market
share and profitability.

Maintain Current Operations: Companies may choose to continue their current
operations without significant changes or investments.

Focus on Cost Control: Emphasizing efficiency and cost reduction can help
strengthen a company's financial position without expanding.

Selective Investment: Organizations may invest selectively in areas that promise
stable returns without risking significant capital on unproven ventures.

Significance of Stability Strategies:

Stability strategies can provide a sense of security and predictability in an unpredictable
market. They allow organizations to consolidate their resources and strengthen their core
competencies. However, companies should be wary of becoming complacent, as the
market landscape is constantly evolving.



3. Retrenchment Strategies

Retrenchment strategies are employed by companies facing challenges in their business
environment, such as declining sales, increased competition, or adverse economic
conditions. The goal of retrenchment is to reduce the scale of operations to improve
financial health.

Turnaround Strategy: This involves a comprehensive plan to stabilize and revitalize
a failing business unit. Companies may implement cost-cutting measures, restructure
management, or refocus on core competencies.

Divestiture: Divestiture involves selling off a business unit or subsidiary that is
underperforming or no longer aligned with the company's strategic goals.

Liquidation: In extreme cases, a company may choose to liquidate its assets and
cease operations. This is often a last resort when other strategies are ineffective.

Significance of Retrenchment Strategies:

Retrenchment strategies can help organizations regain their footing in turbulent times. By
focusing on core strengths and eliminating underperforming segments, companies can
enhance operational efficiency and stabilize financial performance.

4. Combination Strategies

Combination strategies involve a mix of growth, stability, and retrenchment strategies.
This approach allows companies to tailor their strategies based on the diverse needs of
their business units or market conditions.

Selective Growth: Companies may pursue growth in specific markets while
simultaneously stabilizing or retrenching in others.

Investment in Core Areas: Organizations may choose to invest in growth
opportunities while cutting back on non-core activities.

Strategic Partnerships: Collaborating with other firms can facilitate growth while
minimizing risks associated with entering new markets or launching new products.

Significance of Combination Strategies:

Combination strategies provide flexibility and allow organizations to adapt to changing
market dynamics. By leveraging strengths across different areas, companies can optimize
performance and navigate complex business environments.



Factors Influencing Corporate-Level Strategy
Choice

The choice of a corporate-level strategy is influenced by several factors, including:

Market Conditions: Economic trends, competitive landscape, and consumer
behavior play a significant role in determining the appropriate strategy.

Company Resources: The availability of financial, human, and technological
resources can limit or enable strategic options.

Management Philosophy: The beliefs and values of top management can shape
strategic decisions and the willingness to pursue riskier growth options.

Regulatory Environment: Legal and regulatory frameworks can impact strategic
choices, especially in terms of mergers, acquisitions, and market entry.

Conclusion

In summary, understanding the types of corporate level strategy is crucial for
organizations aiming to navigate the complexities of the business environment. Whether
pursuing growth, stability, retrenchment, or a combination of strategies, companies must
align their strategic choices with their long-term objectives and the realities of the market.
By carefully assessing their options and adapting to changing conditions, organizations
can position themselves for sustained success and competitive advantage.

Frequently Asked Questions

What are the primary types of corporate level
strategies?
The primary types of corporate level strategies are growth strategies, stability strategies,
retrenchment strategies, and diversification strategies.

What is a growth strategy in the context of corporate
level strategy?
A growth strategy focuses on increasing a company's market share, sales, or revenue
through expansion, which can be achieved internally or through mergers and acquisitions.



Can you explain what a diversification strategy entails?
A diversification strategy involves a company entering new markets or industries, either
by developing new products or acquiring existing businesses to reduce risk and leverage
new opportunities.

What is the difference between related and unrelated
diversification?
Related diversification involves expanding into areas that are similar to a company’s
existing operations, while unrelated diversification involves entering markets that are
completely different from the current business.

What does a stability strategy aim to achieve?
A stability strategy aims to maintain a company’s current position in the market, focusing
on preserving resources and ensuring operational efficiency without significant growth or
retrenchment.

What is a retrenchment strategy, and when is it used?
A retrenchment strategy is used when a company needs to reduce its scale of operations,
usually during financial difficulties, by cutting costs, downsizing, or divesting
underperforming units.

How do mergers and acquisitions fit into corporate level
strategies?
Mergers and acquisitions are tactics used within growth strategies to rapidly expand
market presence, increase capabilities, and gain competitive advantages by integrating
other businesses.

What role does strategic planning play in determining
corporate level strategies?
Strategic planning is crucial for determining corporate level strategies as it helps
organizations assess their goals, market conditions, and resources, enabling informed
decisions on which strategies to pursue.
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