Lesson Plan: Week 4 - Business-Level and Corporate-Level Strategies
Target Duration: Approx. 3-4 Hours

Session Overview
This session covers business-level strategies (Chapter 4) and corporate-level strategies (Chapter 6), focusing on how firms create competitive advantage in specific markets and manage diversified business portfolios. Key topics include customer relationships, five business-level strategies, levels of diversification, value-creating and value-neutral diversification, and managerial motives for over-diversification. The lesson integrates real-world examples and interactive activities to enhance understanding.

Learning Objectives
1. Discuss the role of customers in business-level strategies (who, what, how). 
2. Explain the five business-level strategies and their risks. 
3. Define corporate-level strategy and its purpose in managing diversified businesses. 
4. Describe levels of diversification and reasons firms diversify. 
5. Explain how related and unrelated diversification create value. 
6. Identify incentives, resources, and managerial motives for diversification.

Lesson Plan Outline
Previous Week Recap: Group discussion
· Why is it important for a firm to study and understand its internal organisation? 
· What is value? Why is it critical for the firm to create value? How does it do so?
· What are capabilities? How do firms create capabilities?
· What is value chain analysis? What doe the firm gain by successfully using this tool?
· What are core rigidities? What doe sit mean to say that each core competence could become a core rigidity?

1. Introduction to Business-Level and Corporate-Level Strategies (10-15 minutes)
· Objective: Clarify the distinction and purpose of business-level and corporate-level strategies. 
· Content: 
· Business-Level Strategy: Actions to gain competitive advantage in specific product markets by leveraging core competencies (e.g., Hain Celestial’s organic focus). 
· Corporate-Level Strategy: Selecting and managing a portfolio of businesses to create value (e.g., Disney’s related diversification). 
· Customers are central to business-level strategies; diversification drives corporate-level value.
2. Business-Level Strategies: Customer Focus and Types (25-30 minutes)
· Objective: Explore customer relationships and the five business-level strategies. 
· Content: 
· Customer Relationships: Firms define who (market segmentation), what (needs), and how (core competencies) to deliver value. 
· Five Strategies: 
· Cost Leadership: Low-cost, standardized products (e.g., Walmart). 
· Differentiation: Unique, premium-priced products (e.g., Burberry). 
· Focused Cost Leadership: Low-cost for niche markets (e.g., IKEA). 
· Focused Differentiation: Unique products for niches (e.g., Hain Celestial). 
· Integrated Cost Leadership/Differentiation: Low-cost with valued features (e.g., Tesla).
· Risks: Obsolescence, imitation, changing customer preferences, or failure to balance cost/differentiation.
· Activity: 
· Strategy Match (10 min): Groups receive a firm (e.g., Apple, Dollar Store). Identify its business-level strategy and one competitive risk. Present findings.
3. Corporate-Level Strategy: Levels of Diversification (20-25 minutes)
· Objective: Understand diversification levels and their strategic implications. 
· Content: 
· Levels of Diversification: 
· Low: Single (e.g., McIlhenny) or dominant business (e.g., UPS). 
· Moderate/High: Related constrained (e.g., Caterpillar), related linked (e.g., P&G). 
· Very High: Unrelated (e.g., Berkshire Hathaway).
· Single/dominant businesses focus on core competencies; diversified firms seek synergies or financial economies.
· Activity: 
· Diversification Spectrum (10 min): Provide a list of firms. In pairs, place them on a diversification spectrum (low to high). Discuss why some firms diversify more.
4. Reasons for Diversification: Value-Creating and Value-Neutral (25-30 minutes)
· Objective: Explain why firms diversify and how they create value. 
· Content: 
· Value-Creating: 
· Related Diversification: Economies of scope via activity sharing (e.g., P&G’s logistics) or competency transfer (e.g., Disney’s marketing); market power via vertical integration or multipoint competition. 
· Unrelated Diversification: Financial economies via internal capital markets (e.g., Berkshire Hathaway) or asset restructuring (e.g., Tyco).
· Value-Neutral: Antitrust/tax incentives, low performance, uncertain cash flows, risk reduction (e.g., PepsiCo’s Quaker Oats acquisition).
· Activity: 
· Value Creation Map (10 min): Groups pick a diversified firm (e.g., Amazon). Map one value-creating (e.g., activity sharing) and one value-neutral reason for diversification. Share with class.
5. Managerial Motives and Risks of Over-Diversification (20-25 minutes)
· Objective: Analyze managerial motives and risks of excessive diversification. 
· Content: 
· Managerial Motives: Reduce employment risk, increase compensation due to firm size. 
· Risks: Over-diversification reduces performance; governance (e.g., boards, takeovers) mitigates this. 
· Example: DaimlerChrysler’s failed diversification led to divestitures.
6. Case Study: Walt Disney Company (10-15 minutes)
· Overview: Disney uses related diversification, leveraging synergies across movies, theme parks, and consumer products to create value. 
· Teaching Note: Ask: How does Disney’s corporate strategy add value? Link to operational/corporate relatedness. 
· Activity: 
· Synergy Hunt (5 min): Groups identify one Disney synergy (e.g., film-to-park ride). Suggest one new synergy to counter streaming competition (e.g., Netflix).

Wrap-Up and Review (10-15 minutes)
· Summary: Recap business-level strategies (customer focus, five types), corporate-level strategies (diversification levels, value creation), and managerial motives. 
· Q&A: Address questions. 
· Homework: 
· Answer Review Quiz 4: Available on Moodle
Case studies
🧭 Business-Level Strategies
1. Cost Leadership – Walmart
· Context: Exemplifies a low-cost, standardized product strategy
· Summary: An interview with Walmart CEO Doug McMillon discussing the company's strategic initiatives and future direction
2. Focused Cost Leadership – IKEA
· Context: Targets low-cost offerings for niche markets
· Summary: Discusses how IKEA developed and embraced new strategic initiatives while maintaining its core culture
3. Integrated Cost Leadership/Differentiation – Tesla
· Context: Combines low-cost operations with differentiated features
· Summary: Analyzes Tesla's unique approach to combining cost efficiency with product differentiation
🏢 Corporate-Level Strategies
4. Related Diversification – The Walt Disney Company
· Context Leverages synergies across various business unit.
· Summary Examines Disney's corporate strategy and how it creates value through related diversification.
5. Related Constrained Diversification – Caterpillar
· Context Shares activities across businesses to create value
· Summary Discusses Caterpillar's strategy of building strong dealer relationships to enhance its diversified operation.
6. Unrelated Diversification – Berkshire Hathaway
· Context Operates in various unrelated industries
· Summary Analyzes the challenges and considerations of diversification strategies, with references to companies like Berkshire Hathaway
🎯 Reasons for Diversification
7. Value-Neutral Diversification – PepsiCo's Acquisition of Quaker Oats
· Context: Driven by antitrust considerations and tax incentives
· Summary: Analyzes the strategic rationale and outcomes of PepsiCo's acquisition of Quaker Oats
⚠️ Managerial Motives and Risks of Over-Diversification
8. DaimlerChrysler Merger
· Context: Illustrates risks associated with over-diversification.
· Summary: Examines the challenges and failures of the DaimlerChrysler merger as a case of over-diversification
9. The Secrets of Extraordinary Low-Cost Operators
· Topic: Cost Leadership Strategy
· Summary: This article delves into how companies achieve and sustain cost leadership by focusing on more than just efficiency and process improvements. It highlights the importance of leadership, operating systems, and value propositions in maintaining a low-cost position.
10. Discovering New Points of Differentiation
· Topic: Differentiation Strategy
· Summary: Explores various ways companies can differentiate themselves beyond product features, including customer experience and service delivery, to create a unique market position.
11. From Competitive Advantage to Corporate Strategy
· Topic: Corporate-Level Strategy and Diversification
· Summary: Michael E. Porter discusses how companies can create value through diversification and the importance of corporate strategy in achieving competitive advantage across business units.
12. To Diversify or Not To Diversify
· Topic: Diversification Decisions
· Summary: Analyzes the challenges and considerations companies face when deciding to diversify, including the potential risks and rewards associated with entering new markets or industries.

13. Blue Ocean Strategy
· Topic: Integrated Cost Leadership/Differentiation Strategy
· Summary: Introduces the concept of creating uncontested market space ("blue oceans") as a strategy to make the competition irrelevant by simultaneously pursuing differentiation and low cost.

