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CORPORATE & BUSINESS STRATEGY 

 

Abstract 

Corporate and business strategy are central disciplines in management 

because they answer two different but interrelated questions: where 

should the firm compete? and how should the firm compete? 

Corporate strategy concerns the scope of the enterprise, including 

diversification, vertical integration, mergers and acquisitions, strategic 

alliances, portfolio governance, international expansion, and the logic by 

which the corporate center adds value to business units. Business strategy 

concerns competitive positioning within a particular industry or market, 

including cost leadership, differentiation, focus, innovation, customer value, 

business model design, and the development of resources and capabilities 

that generate superior performance. This article explains corporate and 

business strategy as an integrated managerial system, combining classical 

theories of positioning, resource-based advantage, dynamic capabilities, 

emergent strategy, business model innovation, digital transformation, 

sustainability, and strategic implementation. It argues that strategy is not 

merely a formal plan but a disciplined pattern of choices, trade-offs, 

resource commitments, learning processes, and organizational alignment. 

In the contemporary environment of technological disruption, geopolitical 

uncertainty, artificial intelligence, climate pressure, and changing 

stakeholder expectations, successful firms must combine deliberate 

strategic intent with adaptive learning. They must build distinctive 

capabilities, design coherent activity systems, govern portfolios wisely, 

renew business models, and measure performance through financial and 

non-financial indicators. The article concludes that corporate and business 

strategy should be understood as a living architecture of value creation and 
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value capture, requiring analytical rigor, ethical judgment, innovation, and 

leadership commitment. 

 

Keywords: corporate strategy, business strategy, competitive advantage, 

diversification, resource-based view, dynamic capabilities, business model 

innovation, digital transformation, strategic implementation, sustainability. 

 

 

1. Introduction 

Strategy is one of the most important concepts in management because it 

connects organizational purpose with action. It translates ambition into 

choices, choices into resource allocation, and resource allocation into 

performance. Without strategy, organizations may still operate, sell, hire, 

produce, and invest, but their activities may lack coherence. They may 

become busy without becoming effective. In this sense, strategy is not 

simply a document produced during an annual planning retreat. It is a 

pattern of commitments that determines what an organization will do, 

what it will not do, whom it will serve, how it will compete, and how it will 

sustain value over time. 

The study of corporate and business strategy is especially important 

because modern organizations face complexity at multiple levels. A single 

company may operate in several industries, countries, technologies, and 

customer segments. It may own various business units, brands, platforms, 

and supply chains. At the same time, each business unit must compete 

against rivals in particular markets. Corporate leaders must therefore 

answer one set of questions about scope, portfolio, synergy, and 

governance, while business leaders must answer another set of questions 

about customers, competitors, value propositions, costs, differentiation, 

and execution. 
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The distinction between corporate strategy and business strategy is 

fundamental. Corporate strategy asks: What businesses should we be in? 

How should the corporate center create value across these businesses? 

Should we diversify, integrate vertically, acquire, divest, form alliances, or 

enter new geographies? Business strategy asks: How should we win in a 

particular market? Which customers should we serve? What value 

proposition should we offer? What activities and capabilities will allow us to 

outperform competitors? Both levels are inseparable. A diversified 

corporation may have a brilliant portfolio logic, but if its business units 

cannot win in their markets, corporate performance will suffer. Conversely, 

a strong business unit may perform poorly if corporate-level decisions 

constrain its resources, impose unsuitable controls, or force it into 

unrelated synergies. 

The classical view of strategy emphasized positioning. Michael Porter 

argued that the essence of strategy lies in choosing a unique and valuable 

position rooted in a system of activities that competitors find difficult to 

match. Harvard Business School’s summary of Porter’s article emphasizes 

the same idea: strategy is about a unique position and an activity system, 

not merely operational effectiveness. (Harvard Business School) This insight 

remains powerful because many firms confuse strategy with efficiency, 

benchmarking, or best practice. Operational effectiveness means 

performing similar activities better than competitors; strategy means 

performing different activities or performing similar activities in different 

ways. 

Yet positioning alone is not enough. The resource-based view argues that 

sustained competitive advantage depends on valuable, rare, inimitable, and 

organizationally embedded resources. Barney’s influential 1991 article 

formalized this logic and remains a foundation of strategic management. 

(Sage Journals) Later, dynamic capabilities theory extended this view by 

asking how firms renew capabilities in rapidly changing environments. 

Teece, Pisano, and Shuen framed dynamic capabilities as central to wealth 

creation in environments of technological change. (Wiley Online Library) In  

https://www.hbs.edu/faculty/Pages/item.aspx?num=10698&utm_source=chatgpt.com
https://journals.sagepub.com/doi/10.1177/014920639101700108?utm_source=chatgpt.com
https://sms.onlinelibrary.wiley.com/doi/abs/10.1002/%28SICI%291097-0266%28199708%2918%3A7%3C509%3A%3AAID-SMJ882%3E3.0.CO%3B2-Z?utm_source=chatgpt.com
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other words, strategy must combine external fit with internal strength, and 

present advantage with future renewal. 

Corporate and business strategy today must also address digital 

transformation, artificial intelligence, platform competition, data 

governance, sustainability, and stakeholder legitimacy. Digital 

transformation is not merely the adoption of technology; it changes 

customer expectations, business models, organizational structures, and 

performance metrics. Verhoef and colleagues describe digital 

transformation as a phenomenon that includes digitization, digitalization, 

and deeper transformation of business models and markets. (IDEAS/RePEc) 

Therefore, strategy in the digital age requires more than tools. It requires 

strategic imagination, organizational learning, and disciplined execution. 

 

2. Conceptual Distinction: Corporate Strategy and Business Strategy 

Corporate strategy and business strategy differ in level, scope, decision 

logic, and performance criteria. Corporate strategy is concerned with the 

organization as a whole. It is especially relevant for multi-business firms, 

holding companies, conglomerates, business groups, multinational 

corporations, and institutions managing several strategic units. Business 

strategy is concerned with competition within a particular industry or 

market. 

 

 

 

https://ideas.repec.org/a/eee/jbrese/v122y2021icp889-901.html?utm_source=chatgpt.com
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• Dimension • Corporate Strategy • Business Strategy 

• Core 

question 

• Where should the firm 

compete? 

• How should the firm 

compete? 

• Main unit of 

analysis 

• Entire corporation or 

portfolio 

• Business unit, 

product-market, 

industry 

• Key 

decisions 

• Diversification, 

acquisitions, divestment, 

alliances, vertical 

integration, 

internationalization 

• Cost leadership, 

differentiation, focus, 

innovation, customer 

value, pricing, 

channel strategy 

• Primary 

concern 

• Scope, synergy, parenting 

advantage, capital 

allocation 

• Competitive 

advantage, market 

position, value 

proposition 

• Performance 

logic 

• Portfolio value, risk-

return balance, corporate 

value creation 

• Profitability, market 

share, customer 

loyalty, unit-level 

advantage 

• Typical tools 

• Portfolio analysis, synergy 

analysis, parenting 

matrix, M&A evaluation 

• Five forces, value 

chain, VRIO, 

customer 

segmentation, 

business model 

canvas 

• Risk 

• Unrelated diversification, 

bureaucratic control, 

failed integration 

• Strategic imitation, 

weak differentiation, 

cost disadvantage, 

poor execution 
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Corporate strategy is therefore not a higher-status version of business 

strategy. It is a different type of strategic reasoning. A corporation may 

own a hospital, a logistics business, a digital platform, and a financial 

service company. The corporate question is whether these businesses 

belong together and whether the corporate center adds value to them. The 

business strategy question is different: how does the hospital compete in 

healthcare, how does the logistics business compete in delivery services, 

how does the platform compete in digital ecosystems, and how does the 

financial service company compete in lending or payments? 

A strong corporation must achieve vertical coherence and horizontal 

coherence. Vertical coherence means alignment between corporate 

purpose, corporate-level choices, business-unit strategies, functional 

strategies, and operational routines. Horizontal coherence means 

alignment among business units, functions, technologies, brands, and 

capabilities. When coherence is absent, strategy becomes fragmented. One 

unit may pursue premium differentiation while another destroys brand 

reputation through low-cost shortcuts. One function may pursue digital 

innovation while another resists data sharing. One corporate center may 

demand synergy while business units experience only bureaucracy. 

 

3. The Evolution of Strategic Thought 

Strategic management has evolved through several intellectual traditions. 

The early planning school emphasized formal analysis, forecasting, 

budgeting, and long-range planning. It assumed that managers could 

study the environment, forecast the future, set objectives, and allocate 

resources rationally. This tradition gave organizations discipline, but it 

often underestimated uncertainty and emergent change. 

The positioning school emphasized industry structure and competitive 

position. Porter’s five forces framework argued that industry profitability 

depends on rivalry, supplier power, buyer power, threat of substitutes, and 

threat of new entrants. This approach encouraged managers to look 
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beyond internal efficiency and examine the structural attractiveness of 

industries. It also introduced generic strategies: cost leadership, 

differentiation, and focus. Although critics argue that the framework may 

be too static for turbulent environments, it remains useful because every 

business still faces customers, suppliers, rivals, substitutes, and barriers to 

entry. 

The resource-based view shifted attention from industry structure to firm-

specific assets. Barney’s framework suggests that resources create 

sustained competitive advantage when they are valuable, rare, difficult to 

imitate, and supported by organizational processes. (Sage Journals) This 

view explains why firms in the same industry may perform differently. Two 

airlines, banks, universities, or retailers may face similar industry forces but 

achieve different results because they possess different brands, routines, 

data, talent, culture, technologies, and managerial capabilities. 

The learning and emergent strategy tradition challenged the assumption 

that strategy is always planned in advance. Mintzberg and Waters 

distinguished deliberate strategies from emergent strategies, showing that 

actual strategy often forms through patterns of action rather than formal 

intention alone. (Wiley Online Library) This insight is crucial in uncertain 

environments. Managers may begin with a plan, but customers, 

technologies, regulations, competitors, and crises may reveal new 

opportunities or invalidate old assumptions. Strategy must therefore 

include both direction and discovery. 

The dynamic capabilities tradition integrates these perspectives by asking 

how firms adapt, renew, and reconfigure resources. Teece, Pisano, and 

Shuen’s dynamic capabilities framework highlights the importance of 

processes, asset positions, and evolutionary paths in environments of 

technological change. (Wiley Online Library) Eisenhardt and Martin later 

clarified that dynamic capabilities are identifiable organizational processes 

such as product development, strategic decision-making, alliance 

formation, and resource reconfiguration. (Wiley Online Library) 

https://journals.sagepub.com/doi/10.1177/014920639101700108?utm_source=chatgpt.com
https://sms.onlinelibrary.wiley.com/doi/abs/10.1002/smj.4250060306?utm_source=chatgpt.com
https://sms.onlinelibrary.wiley.com/doi/abs/10.1002/%28SICI%291097-0266%28199708%2918%3A7%3C509%3A%3AAID-SMJ882%3E3.0.CO%3B2-Z?utm_source=chatgpt.com
https://sms.onlinelibrary.wiley.com/doi/abs/10.1002/1097-0266%28200010/11%2921%3A10/11%3C1105%3A%3AAID-SMJ133%3E3.0.CO%3B2-E?utm_source=chatgpt.com
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The contemporary strategy field now includes business model innovation, 

platform ecosystems, digital transformation, sustainability, stakeholder 

governance, behavioral strategy, and artificial intelligence. Strategy is no 

longer only about defending market position. It is also about learning 

faster, collaborating across ecosystems, governing data responsibly, 

responding to climate risks, and designing organizations capable of 

continuous renewal. 

 

4. Corporate Strategy: Scope, Portfolio, and Parenting Advantage 

Corporate strategy begins with the problem of scope. A firm must decide 

whether to remain focused on one business, diversify into related 

businesses, diversify into unrelated businesses, integrate upstream or 

downstream, expand internationally, acquire other firms, create joint 

ventures, or divest non-core units. These are not merely financial decisions. 

They define the identity, complexity, risk profile, and managerial logic of 

the corporation. 

Diversification is one of the oldest corporate strategy issues. Related 

diversification occurs when a company enters businesses that share 

technologies, customers, channels, capabilities, or knowledge bases with 

the existing business. Unrelated diversification occurs when a company 

enters businesses with little strategic connection. Rumelt’s work on 

diversification and profitability showed that diversification patterns matter 

for performance. (Wiley Online Library) Prahalad and Bettis introduced the 

concept of dominant logic, explaining that diversified firms need a shared 

managerial logic linking diversity and performance. (Wiley Online Library) 

The promise of diversification is synergy. Synergy exists when the 

combined value of businesses under common ownership exceeds their 

value as separate entities. Synergy may arise from shared brands, shared 

distribution channels, shared technology, cross-selling, shared 

procurement, managerial expertise, data integration, or financial risk 

balancing. However, synergy is often overestimated. Many mergers and 

https://sms.onlinelibrary.wiley.com/doi/10.1002/smj.4250030407?utm_source=chatgpt.com
https://sms.onlinelibrary.wiley.com/doi/abs/10.1002/smj.4250070602?utm_source=chatgpt.com
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diversification moves fail because managers confuse theoretical synergy 

with realizable synergy. Real synergy requires compatibility, integration 

capability, incentives, governance, and cultural fit. 

Corporate parenting is another central concept. A corporate center should 

not merely own business units; it should add value to them. It may add 

value through capital allocation, leadership development, strategic 

guidance, shared services, technology platforms, risk management, 

reputation, government relations, or ecosystem orchestration. If the 

corporate center does not add value, it may become a bureaucratic tax. In 

such cases, business units may perform better as independent firms or 

under different ownership. 

Vertical integration is also a corporate strategy choice. A company may 

integrate backward into suppliers or forward into distribution and 

customer relationships. Vertical integration can reduce transaction costs, 

secure supply, protect quality, capture margins, and control strategic 

assets. However, it can also reduce flexibility, increase fixed costs, and 

expose the company to unfamiliar capabilities. In digital markets, vertical 

integration may include control over data infrastructure, cloud systems, 

algorithms, customer interfaces, and platform rules. 

Mergers and acquisitions are often used to accelerate corporate strategy. 

Firms acquire other firms to obtain market access, technology, talent, 

brands, patents, data, distribution networks, or economies of scale. Yet 

acquisitions are risky because they require valuation discipline and post-

merger integration. A strategically attractive acquisition can still destroy 

value if the buyer overpays, fails to integrate cultures, loses key talent, or 

misunderstands the target’s capabilities. 

Strategic alliances and joint ventures provide alternatives to full ownership. 

They allow firms to share risk, access complementary capabilities, enter 

foreign markets, learn new technologies, or shape ecosystems. Alliances 

are especially important in industries such as airlines, biotechnology, 

automotive, telecommunications, energy, and digital platforms. But 
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alliances require trust, governance, conflict resolution, and clarity about 

intellectual property. 

The central test of corporate strategy is therefore not whether a 

corporation is large, diversified, or global. The test is whether the 

corporation creates more value through ownership, governance, and 

coordination than would exist without it. 

 

5. Business Strategy: Competitive Advantage in a Chosen Market 

Business strategy concerns how a firm competes within a specific market. It 

begins with customer choice. Which customers will the firm serve? Which 

needs will it prioritize? Which problems will it solve? Which customers will 

it deliberately not serve? These questions matter because no firm can be 

everything to everyone. Strategic clarity requires exclusion as well as 

inclusion. 

Porter’s generic strategies remain useful as a starting point. A firm may 

pursue cost leadership by becoming the lowest-cost producer in its 

industry. This requires scale efficiency, process discipline, procurement 

strength, operational excellence, and cost-conscious culture. A firm may 

pursue differentiation by offering superior features, service, brand 

meaning, design, reliability, convenience, technology, or customer 

experience. A firm may pursue focus by serving a narrow segment better 

than broader competitors. 

However, generic strategies should not be applied mechanically. Modern 

competition often combines cost, differentiation, speed, data, ecosystem 

access, and customer experience. For example, digital platforms may 

provide low prices and high convenience simultaneously because data, 

scale, and network effects change cost structures. A healthcare provider 

may differentiate through clinical quality and patient-centered digital 

services while also reducing administrative waste. A university may 

differentiate through academic quality, flexible learning, AI-enabled 

tutoring, and strong industry linkage. 
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Business strategy must also define a value proposition. A value proposition 

explains why customers should choose the firm rather than alternatives. It 

includes functional value, economic value, emotional value, social value, 

and sometimes moral value. In consumer markets, value may include 

convenience, identity, design, trust, and experience. In business-to-

business markets, value may include reliability, productivity, risk reduction, 

compliance, integration, and total cost of ownership. 

A coherent business strategy aligns the value proposition with an activity 

system. If a company promises premium quality but rewards employees 

only for volume, strategy and operations conflict. If a bank promises digital 

convenience but its compliance process remains manual and slow, the 

value proposition becomes weak. If a retailer promises low price but lacks 

supply chain efficiency, margins collapse. Strategy becomes real only when 

activities reinforce one another. 

Business strategy also involves trade-offs. A trade-off exists when choosing 

one strategic position limits another. A luxury hotel cannot fully imitate a 

budget hotel without damaging its brand and cost structure. A low-cost 

airline cannot offer every premium service without losing its cost 

advantage. A research-intensive university cannot behave exactly like a 

mass training provider without changing its academic identity. Trade-offs 

protect strategy from imitation because competitors must redesign their 

activity systems to copy the position. 

 

6. Industry Analysis and Competitive Positioning 

Industry analysis helps managers understand the external forces shaping 

profitability. The five forces framework remains a disciplined method for 

examining industry structure. Rivalry among existing competitors reduces 

profitability when firms compete aggressively on price, capacity, 

advertising, or innovation. Supplier power increases costs when suppliers 

are concentrated, differentiated, or difficult to replace. Buyer power 

reduces margins when buyers are concentrated, price-sensitive, or able to 
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switch easily. Threat of substitutes limits pricing power when customers can 

satisfy the same need through alternative products or technologies. Threat 

of new entrants depends on barriers such as scale economies, capital 

requirements, regulation, brand loyalty, network effects, patents, data 

access, and distribution control. 

Industry analysis is not intended to produce a static description. It should 

guide strategic action. A firm may respond to strong buyer power by 

differentiating its offering, deepening customer relationships, creating 

switching costs, or moving to less price-sensitive segments. It may respond 

to supplier power by developing alternative suppliers, integrating 

backward, redesigning products, or forming strategic partnerships. It may 

respond to substitutes by redefining the business around customer jobs 

rather than existing products. 

For example, a conventional taxi company that defines its business as 

“owning vehicles and employing drivers” may be vulnerable to ride-hailing 

platforms. A better strategic definition might be “urban mobility services,” 

which opens possibilities such as digital booking, fleet partnerships, 

subscription mobility, airport transfer services, corporate mobility contracts, 

and multimodal integration. Similarly, a bookstore that defines itself only as 

a seller of printed books may be vulnerable to e-commerce and e-books. 

But a bookstore that defines itself as a community of learning, curation, 

events, and intellectual experience may develop a different strategic 

position. 

In emerging economies, industry analysis must also consider institutional 

forces. Regulation, infrastructure, informal competition, political 

connections, logistics constraints, financing access, and social legitimacy 

may shape competition as strongly as classical market forces. In Indonesia, 

for instance, strategy in sectors such as mining, palm oil, banking, 

education, healthcare, logistics, and digital platforms is influenced not only 

by customers and competitors but also by government policy, regional 

diversity, infrastructure quality, social expectations, and environmental 

concerns. 
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7. Resources, Capabilities, and the Logic of Advantage 

If positioning asks where and how to compete externally, the resource-

based view asks what internal strengths allow the firm to compete 

successfully. Resources include tangible assets such as factories, land, cash, 

equipment, and technology infrastructure. They also include intangible 

assets such as brand reputation, patents, organizational culture, data, 

relationships, routines, trust, and knowledge. Capabilities refer to the 

organization’s ability to deploy resources effectively. 

Barney’s VRIO logic is useful: resources can support sustained advantage 

when they are valuable, rare, costly to imitate, and supported by 

organization. (Sage Journals) A resource is valuable if it helps exploit 

opportunities or neutralize threats. It is rare if few competitors possess it. It 

is inimitable if competitors cannot easily copy, buy, or substitute it. It is 

organizationally embedded if the firm has structures, processes, incentives, 

and culture to exploit it. 

Consider a hospital. Its medical equipment may be valuable, but 

competitors can often buy similar equipment. Its deeper advantage may 

come from clinical protocols, patient trust, integrated medical records, 

specialist teams, ethical culture, referral networks, and learning routines. 

Consider a university. Buildings and classrooms matter, but sustainable 

advantage may come from faculty quality, research culture, alumni 

networks, academic reputation, curriculum design, digital pedagogy, and 

institutional trust. Consider a logistics company. Trucks can be purchased, 

but route optimization, customer data, driver discipline, reliability culture, 

and platform integration are harder to imitate. 

Capabilities are often socially complex. They emerge from accumulated 

experience, relationships, tacit knowledge, and coordination routines. This 

makes them difficult to copy. Competitors may observe what a firm does 

but fail to replicate how it does it. Toyota’s production system, for example, 

has been studied for decades, but imitation is difficult because it rests on 

https://journals.sagepub.com/doi/10.1177/014920639101700108?utm_source=chatgpt.com
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culture, routines, supplier relationships, problem-solving discipline, and 

continuous improvement. 

The resource-based view also warns against superficial benchmarking. 

Copying visible practices without understanding underlying capabilities 

may produce poor results. A firm may copy a competitor’s digital app but 

not its data architecture. It may copy a customer loyalty program but not 

its analytics capability. It may copy agile terminology but not the culture of 

experimentation and accountability. 

 

8. Dynamic Capabilities and Strategic Renewal 

The greatest challenge in strategy is not only building advantage but 

renewing it. Competitive advantage erodes because competitors imitate, 

technologies change, customer preferences shift, regulations evolve, and 

new business models emerge. Dynamic capabilities address this problem 

by focusing on the firm’s ability to sense opportunities and threats, seize 

opportunities, and reconfigure assets. 

Teece, Pisano, and Shuen argued that in rapidly changing environments, 

advantage rests on distinctive processes, asset positions, and evolutionary 

paths. (Wiley Online Library) Eisenhardt and Martin further explained that 

dynamic capabilities are specific processes such as product development, 

alliancing, strategic decision-making, and resource reconfiguration. (Wiley 

Online Library) These processes allow firms to change without becoming 

chaotic. 

Dynamic capabilities are especially important in the digital era. Artificial 

intelligence, cloud computing, blockchain, biotechnology, robotics, and 

data analytics can rapidly alter industry boundaries. Firms that treat 

technology only as an IT function may fail to see its strategic implications. 

Technology can change value propositions, cost structures, customer 

relationships, decision speed, risk management, and organizational design. 

https://sms.onlinelibrary.wiley.com/doi/abs/10.1002/%28SICI%291097-0266%28199708%2918%3A7%3C509%3A%3AAID-SMJ882%3E3.0.CO%3B2-Z?utm_source=chatgpt.com
https://sms.onlinelibrary.wiley.com/doi/abs/10.1002/1097-0266%28200010/11%2921%3A10/11%3C1105%3A%3AAID-SMJ133%3E3.0.CO%3B2-E?utm_source=chatgpt.com
https://sms.onlinelibrary.wiley.com/doi/abs/10.1002/1097-0266%28200010/11%2921%3A10/11%3C1105%3A%3AAID-SMJ133%3E3.0.CO%3B2-E?utm_source=chatgpt.com
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Strategic renewal requires sensing. This means scanning weak signals, 

listening to customers, studying competitors, monitoring technologies, 

engaging with startups, understanding regulation, and learning from 

frontline employees. It requires seizing. This means making investment 

decisions, building new offerings, allocating talent, designing business 

models, and committing resources. It requires reconfiguring. This means 

changing structures, processes, culture, partnerships, assets, and 

sometimes identity. 

A firm without dynamic capabilities may be efficient but fragile. It may 

perform well under stable conditions but collapse when the environment 

changes. A firm with dynamic capabilities may not avoid all mistakes, but it 

learns faster and reallocates resources more intelligently. 

 

9. Deliberate and Emergent Strategy 

Strategy is often described as a plan, but real strategy is more complex. 

Mintzberg and Waters showed that strategy can be deliberate, emergent, 

or a mixture of both. (Wiley Online Library) Deliberate strategy occurs when 

intended plans are realized. Emergent strategy occurs when patterns of 

action develop without being fully intended in advance. 

This distinction is important because excessive planning can create rigidity, 

while excessive emergence can create drift. Strategic leadership requires 

balance. Organizations need direction, priorities, and resource 

commitments, but they also need learning, experimentation, and 

adaptation. 

A deliberate strategy may be appropriate when the environment is 

relatively stable, the organization has reliable data, and investments require 

long-term commitment. Infrastructure, energy, manufacturing, higher 

education, and healthcare often require deliberate planning because 

assets, regulation, and capabilities take time to build. Emergent strategy 

may be appropriate when technologies and customer behaviors are 

https://sms.onlinelibrary.wiley.com/doi/abs/10.1002/smj.4250060306?utm_source=chatgpt.com
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uncertain. Digital products, startups, creative industries, and platform 

markets often require experimentation. 

The best organizations often practice disciplined emergence. They set a 

strategic intent but allow experimentation within boundaries. They define 

what matters, measure learning, and scale what works. They do not treat 

failure as virtue in itself; rather, they treat intelligent experimentation as a 

learning mechanism. Failure without learning is waste. Learning without 

strategic focus is confusion. Strategic experimentation must therefore 

connect discovery with decision. 

 

10. Business Models: Linking Strategy to Value Creation and Capture 

A business model explains how an organization creates, delivers, and 

captures value. It is related to strategy but not identical to strategy. Teece 

argues that a business model articulates the logic of value creation, 

delivery, and revenue architecture. (V Assets) Casadesus-Masanell and 

Ricart distinguish strategy, business model, and tactics, emphasizing that a 

business model reflects the logic of the firm while strategy concerns 

contingent choices about competition. (Rescon Partners) Zott, Amit, and 

Massa review the business model literature and show its importance for 

strategy and innovation. (Sage Journals) 

The business model includes several components: customer segments, 

value proposition, channels, customer relationships, key resources, key 

activities, key partners, revenue streams, and cost structure. However, these 

components should not be treated as a checklist only. Their strategic value 

lies in their configuration. A strong business model has internal consistency 

and external fit. 

For example, a subscription business model requires recurring value, 

customer retention, billing systems, service reliability, and customer success 

management. A platform business model requires network effects, 

governance rules, trust mechanisms, data analytics, and ecosystem 

incentives. A freemium model requires a careful balance between free users 

https://v-assets.cdnsw.com/fs/Root/8jig8-businessmodelsbusinessstrategy.pdf?utm_source=chatgpt.com
https://www.resconpartners.com/wp-content/uploads/2018/10/Casadesus_et_Ricart.pdf?utm_source=chatgpt.com
https://journals.sagepub.com/doi/10.1177/0149206311406265?utm_source=chatgpt.com
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and paying users. A low-cost model requires standardized processes, scale, 

and disciplined cost control. A premium model requires brand trust, 

quality, service, and experience. 

Business model innovation can be more disruptive than product 

innovation. A company may not invent a new technology but may 

commercialize it in a new way. Ride-hailing firms did not invent cars or 

mobile phones, but they changed the business model of urban 

transportation. Streaming platforms did not invent film or music, but they 

changed distribution, pricing, consumption behavior, and data analytics. 

Fintech firms did not invent money, but they changed payments, lending, 

onboarding, and customer experience. 

For established firms, business model innovation is difficult because the 

existing model has routines, metrics, incentives, and political defenders. A 

bank may know that digital lending is important but still be constrained by 

legacy systems and risk culture. A university may know that hybrid learning 

is important but still be constrained by traditional academic calendars and 

assessment systems. A manufacturer may know that servitization is 

attractive but still be measured mainly by product sales. 

 

11. Digital Transformation, AI, and Platform Strategy 

Digital transformation changes the strategic landscape because it changes 

information flows, transaction costs, customer expectations, and the 

boundaries of firms. Verhoef and colleagues emphasize that digital 

transformation affects business models, customer behavior, organizational 

structure, and performance metrics. (Groningen Research Portal) This 

means that digital transformation must be led as strategy, not merely as 

technology implementation. 

Artificial intelligence intensifies this shift. AI can support demand 

forecasting, personalization, fraud detection, diagnosis, pricing, 

recruitment, customer service, process automation, knowledge 

management, and strategic analysis. But AI is not a strategy by itself. It 

https://research.rug.nl/en/publications/digital-transformation-a-multidisciplinary-reflection-and-researc/?utm_source=chatgpt.com
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becomes strategic only when linked to business problems, data quality, 

governance, human capability, ethical standards, and organizational 

redesign. 

The strategic value of AI depends on several questions. What decision or 

process will AI improve? What data are available? What risks arise from 

bias, privacy, security, and accountability? How will employees work with 

AI? What new value proposition becomes possible? How will competitors 

respond? What capabilities must be built internally, and what should be 

obtained through partners? 

Platform strategy is another major digital theme. A platform creates value 

by enabling interactions among participants, such as buyers and sellers, 

drivers and passengers, developers and users, or teachers and learners. 

Platform competition differs from traditional pipeline competition because 

network effects matter. The value of the platform increases as more 

participants join, but governance becomes critical. A platform must decide 

who may participate, what rules apply, how quality is controlled, how data 

are used, how disputes are resolved, and how value is shared. 

Digital transformation also changes corporate strategy. Corporations may 

acquire startups, build venture units, create digital subsidiaries, form data 

partnerships, invest in cloud infrastructure, or establish AI governance 

boards. The corporate center may become an orchestrator of shared digital 

capabilities across business units. However, centralization must be 

balanced with business-unit agility. 

Digital strategy failure often occurs when firms invest in technology 

without changing processes, culture, and incentives. A company may install 

analytics tools but continue to make decisions through hierarchy and 

intuition. It may launch an app but fail to integrate back-office systems. It 

may hire data scientists but isolate them from business teams. Digital 

transformation requires socio-technical alignment: technology, people, 

process, structure, and strategy must evolve together. 
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12. Sustainability, ESG, and Stakeholder Strategy 

Corporate and business strategy increasingly include sustainability, 

environmental responsibility, social legitimacy, and governance quality. 

These concerns are not external decorations added after profit decisions. 

They shape risk, reputation, regulation, customer preference, investor 

confidence, employee motivation, and long-term competitiveness. 

Porter and Kramer argued that corporate social responsibility can be linked 

to competitive advantage when treated strategically rather than as 

philanthropy alone. (Harvard Business Review) The broader idea is that 

firms operate within societies and ecosystems. They depend on 

infrastructure, education, trust, natural resources, legal systems, and social 

stability. If business strategy damages these foundations, it may create 

short-term gains but long-term vulnerability. 

Sustainability strategy includes climate risk management, energy efficiency, 

circular economy, responsible sourcing, waste reduction, biodiversity 

protection, labor standards, community relations, and transparent 

governance. In some industries, sustainability is becoming a license to 

operate. In palm oil, mining, energy, agriculture, fashion, logistics, and 

manufacturing, environmental and social standards increasingly affect 

market access and financing. 

Digital sustainability is also emerging. George, Merrill, and Schillebeeckx 

describe how digital innovations can help address climate change and 

sustainable development challenges. (Sage Journals) Yet digital 

technologies also consume energy, create e-waste, and raise ethical 

concerns. Therefore, digital strategy and sustainability strategy must be 

integrated. 

A stakeholder perspective does not mean abandoning profitability. Rather, 

it recognizes that long-term profitability depends on relationships with 

customers, employees, suppliers, communities, regulators, investors, and 

the natural environment. A firm that exploits suppliers excessively may 

damage quality and resilience. A firm that ignores employees may lose 

https://hbr.org/2006/12/strategy-and-society-the-link-between-competitive-advantage-and-corporate-social-responsibility?utm_source=chatgpt.com
https://journals.sagepub.com/doi/10.1177/1042258719899425?utm_source=chatgpt.com
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talent and trust. A firm that harms communities may face resistance and 

reputational damage. A firm that ignores climate risk may face stranded 

assets, regulatory penalties, or supply chain disruption. 

Strategic sustainability asks: where do social and environmental issues 

intersect with the firm’s capabilities, markets, risks, and purpose? A food 

company may focus on nutrition, sustainable agriculture, packaging, and 

farmer welfare. A bank may focus on financial inclusion, responsible 

lending, green finance, and data privacy. A university may focus on 

inclusive education, research ethics, sustainability curriculum, and 

community engagement. A logistics company may focus on fuel efficiency, 

route optimization, electrification, and labor standards. 

 

13. Strategy Formulation: From Analysis to Choice 

Strategy formulation is the process of diagnosing the situation, generating 

options, making choices, and committing resources. It should not be 

reduced to filling templates. Templates help structure thinking, but strategy 

requires judgment. 

A robust strategy formulation process usually includes several steps. First, 

leaders clarify purpose, mission, vision, and values. Purpose explains why 

the organization exists beyond immediate transactions. Mission defines its 

current role. Vision describes desired future position. Values define 

behavioral principles. 

Second, managers analyze the external environment. This includes industry 

structure, macroeconomic trends, regulation, technology, social change, 

demographic shifts, climate risks, and geopolitical forces. Tools such as 

PESTEL, scenario planning, five forces, competitor analysis, customer 

analysis, and ecosystem mapping are useful. 

Third, managers analyze internal resources and capabilities. They examine 

financial strength, human capital, technology, culture, processes, brand, 

data, partnerships, and governance. Tools such as VRIO, value chain 
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analysis, capability mapping, and core competence analysis help identify 

strengths and weaknesses. 

Fourth, managers generate strategic options. Options may include market 

penetration, product development, market development, diversification, 

cost transformation, differentiation, digital transformation, partnerships, 

acquisitions, international expansion, or business model innovation. 

Fifth, managers evaluate options. Criteria include strategic fit, financial 

attractiveness, risk, capability requirements, timing, sustainability, 

stakeholder implications, and implementation feasibility. A strategy that 

looks attractive but exceeds organizational capability may fail. A strategy 

that is feasible but lacks ambition may lead to stagnation. 

Sixth, managers make choices. Strategy requires saying yes to some 

opportunities and no to others. The discipline of choice is essential because 

resources are limited. Organizations often fail not because they lack ideas 

but because they pursue too many priorities. 

Seventh, managers translate strategy into initiatives, budgets, 

responsibilities, metrics, and learning mechanisms. Without 

implementation design, strategy remains rhetoric. 

 

14. Strategy Implementation: Structure, Culture, Leadership, and 

Governance 

Implementation is where strategy becomes reality. Many strategies fail not 

because the analysis was wrong but because the organization could not 

execute. Implementation requires alignment among structure, systems, 

people, culture, incentives, leadership, and governance. 

Structure determines authority, accountability, coordination, and 

information flow. A centralized structure may support control and 

efficiency but reduce responsiveness. A decentralized structure may 

support agility but create duplication and inconsistency. A matrix structure 

may support collaboration but create ambiguity. The right structure 
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depends on strategy. A company pursuing local responsiveness may need 

decentralization. A company pursuing global scale may need 

standardization. A company pursuing innovation may need cross-

functional teams and experimentation. 

Culture shapes what people actually do when leaders are not watching. A 

strategy that requires innovation will fail in a culture that punishes mistakes 

and discourages dissent. A strategy that requires customer intimacy will fail 

in a culture that rewards internal bureaucracy. A strategy that requires 

ethical conduct will fail if employees see leaders tolerating misconduct. 

Leadership is central because strategy involves uncertainty, conflict, and 

change. Leaders must communicate direction, allocate resources, make 

trade-offs, build trust, and sustain commitment. They must also create 

psychological safety for learning while maintaining performance discipline. 

Strategic leadership is not only charismatic speech; it is the repeated 

practice of aligning decisions with priorities. 

Governance ensures that strategy is monitored, corrected, and ethically 

controlled. Boards and senior executives must examine strategic risks, 

capital allocation, performance indicators, compliance, sustainability, and 

stakeholder impact. In diversified corporations, governance must balance 

corporate oversight with business-unit autonomy. 

Implementation also requires strategic communication. Employees must 

understand not only what the strategy is but why it matters and how their 

work contributes. Communication must be repeated, concrete, and honest. 

A strategy slogan is not enough. People need priorities, examples, 

behavioral expectations, and feedback. 

 

15. Performance Measurement and Strategic Control 

What organizations measure strongly influences what they do. Financial 

indicators such as revenue, profit, cash flow, return on invested capital, and 

shareholder value remain important. However, financial metrics often 
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reflect past performance. Strategy also requires leading indicators such as 

customer satisfaction, innovation pipeline, employee capability, process 

quality, brand strength, digital adoption, sustainability performance, and 

risk exposure. 

The balanced scorecard tradition addresses this issue by connecting 

financial, customer, internal process, and learning perspectives. Its value 

lies not only in measurement but in strategic alignment. Metrics should 

translate strategy into observable outcomes. A firm pursuing differentiation 

should measure customer experience, quality, innovation, and brand 

perception. A firm pursuing cost leadership should measure process 

efficiency, scale economies, procurement savings, and productivity. A firm 

pursuing sustainability should measure emissions, waste, energy intensity, 

supplier compliance, and community impact. 

However, measurement can also create dysfunction. Too many KPIs create 

confusion. Poorly designed KPIs encourage gaming. Short-term metrics 

may undermine long-term capability building. A sales team rewarded only 

for volume may sell unprofitable products. A university rewarded only for 

enrollment may weaken academic standards. A hospital rewarded only for 

throughput may neglect patient experience. Therefore, strategic control 

requires thoughtful metric design. 

Strategic control should include feedback loops. Managers should ask: Are 

assumptions still valid? Are competitors behaving differently? Are 

customers responding as expected? Are capabilities developing? Are risks 

increasing? Should resources be reallocated? Strategy is not a one-time 

decision but an ongoing learning cycle. 

 

16. Ambidexterity: Balancing Exploitation and Exploration 

Organizations must exploit existing capabilities while exploring new 

opportunities. March’s classic work on exploration and exploitation 

explains this tension. Exploration includes search, variation, risk taking, 

experimentation, and innovation. Exploitation includes refinement, 
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efficiency, implementation, and execution. (Semantic Scholar) Too much 

exploitation creates rigidity. Too much exploration creates instability. 

Organizational ambidexterity refers to the ability to pursue both. O’Reilly 

and Tushman define ambidexterity as an organization’s capacity to explore 

and exploit, and their review describes its development as a major concept 

in organization studies. (Academy of Management Journals) Ambidexterity 

can be structural, contextual, or sequential. Structural ambidexterity 

separates exploratory units from exploitative units. Contextual 

ambidexterity allows individuals and teams to balance both within the 

same structure. Sequential ambidexterity shifts the organization over time 

between exploration and exploitation. 

A mature company may create a digital venture unit to explore new 

business models while its core business continues to deliver revenue. A 

university may maintain traditional degree programs while experimenting 

with micro-credentials and AI-supported learning. A bank may operate 

stable compliance processes while developing fintech partnerships. The 

challenge is integration. Exploratory units need autonomy, but they also 

need access to corporate resources. Core units need efficiency, but they 

must not suffocate innovation. 

Ambidexterity is not merely structural design. It requires senior leadership 

capable of managing contradictions. Leaders must protect exploration 

from short-term financial pressure while ensuring that exploration 

eventually connects to strategic value. They must respect the core business 

without allowing it to dominate the future. 

 

17. Strategic Risk and Common Failure Modes 

Strategy involves risk because it commits resources under uncertainty. 

Strategic risk differs from operational risk. Operational risk concerns 

failures in processes, systems, or compliance. Strategic risk concerns wrong 

choices about markets, technologies, business models, acquisitions, 

capabilities, or timing. 

https://www.semanticscholar.org/paper/Exploration-and-exploitation-in-organizational-March/885213e9150acaaa0a65d4fcdd7cf013515940bb?utm_source=chatgpt.com
https://journals.aom.org/doi/abs/10.5465/amp.2013.0025?utm_source=chatgpt.com
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Common strategy failures include the following. First, firms may confuse 

goals with strategy. “Become number one,” “increase revenue,” or “go 

digital” are goals, not strategies. A strategy explains how the goal will be 

achieved through distinctive choices. 

Second, firms may pursue too many priorities. When everything is strategic, 

nothing is strategic. Strategic focus requires ranking priorities and 

allocating resources accordingly. 

Third, firms may imitate competitors without understanding their own 

capabilities. Benchmarking can be useful, but imitation without fit creates 

incoherence. 

Fourth, firms may overestimate synergy. Corporate diversification and 

acquisitions often fail because managers assume that shared ownership 

automatically creates value. 

Fifth, firms may underinvest in capabilities. A strategy that requires digital 

transformation, customer intimacy, innovation, or operational excellence 

must be supported by talent, systems, processes, and culture. 

Sixth, firms may ignore culture. Culture can quietly defeat formal strategy. 

Employees observe what leaders reward, tolerate, and punish. 

Seventh, firms may neglect ethics and legitimacy. Corruption, 

environmental harm, data misuse, and social irresponsibility can destroy 

strategic value. 

Eighth, firms may fail to adapt. A once-successful strategy may become 

obsolete. Strategic renewal requires humility and learning. 

 

18. Corporate and Business Strategy in Emerging Economies 

Emerging economies present distinctive strategic conditions. Markets may 

grow rapidly, but institutions may be uneven. Infrastructure may be 

improving but still constrained. Consumers may be diverse in income, 

geography, culture, and digital access. Regulation may change quickly. 
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Informal competition may be significant. Capital markets may be less 

mature. At the same time, emerging economies offer opportunities for 

leapfrogging, inclusive innovation, digital adoption, and new business 

models. 

In Indonesia, corporate and business strategy must consider archipelagic 

geography, regional diversity, logistics costs, demographic change, 

urbanization, digital adoption, natural resources, regulatory dynamics, and 

sustainability pressures. A business strategy that works in Jakarta may not 

work in Papua, Sulawesi, Kalimantan, or rural Java without adaptation. 

Corporate strategy must consider not only industry attractiveness but also 

institutional relationships, local legitimacy, supply chain resilience, and 

human capital development. 

For example, a retail company expanding across Indonesia must design 

different formats for urban malls, small towns, and digital channels. A 

healthcare company must balance specialist hospitals, primary care, 

telemedicine, insurance partnerships, and regulatory compliance. A 

university must compete not only through degrees but also through 

employability, digital learning, research relevance, international 

collaboration, and ethical formation. A maritime logistics company must 

integrate port infrastructure, digital tracking, inter-island networks, and 

sustainability. 

Emerging economies also make inclusive strategy important. Firms may 

create value by serving underserved customers through affordable 

products, digital platforms, microfinance, distributed logistics, or 

community partnerships. The strategic question is not only how to capture 

existing demand but how to create new demand by solving real social and 

economic problems. 

 

19. Toward an Integrative Framework 

Corporate and business strategy can be integrated through a multi-level 

framework. 
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At the top level, the corporation defines purpose, scope, and portfolio 

logic. It decides where to compete and how the corporate center adds 

value. It manages capital allocation, governance, leadership development, 

shared capabilities, and risk. 

At the business level, each unit defines its competitive position, target 

customers, value proposition, activity system, resources, capabilities, and 

business model. It decides how to win in its chosen market. 

At the functional level, marketing, operations, finance, human resources, 

technology, supply chain, and sustainability translate strategy into 

specialized capabilities. Functional strategies must not operate as silos. 

They must reinforce the business strategy. 

At the operational level, routines, processes, systems, behaviors, and 

metrics determine whether strategy is executed. Strategy becomes real in 

meetings, budgets, hiring, product design, customer service, procurement, 

data governance, and daily decisions. 

At the learning level, the organization monitors performance, tests 

assumptions, learns from customers, studies competitors, updates 

capabilities, and renews strategy. 

This framework shows that strategy is both analytical and organizational. 

Analysis identifies possibilities; organization converts possibilities into 

performance. 

 

20. Conclusion 

Corporate and business strategy remain essential disciplines for modern 

management. Corporate strategy defines the scope of the firm and the 

logic by which the corporate center creates value across businesses. 

Business strategy defines how a firm competes and wins in a particular 

market. Their integration determines whether an organization can achieve 

coherence, advantage, renewal, and legitimacy. 
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Classical strategy emphasized positioning, trade-offs, and industry 

structure. The resource-based view emphasized valuable, rare, inimitable, 

and organizationally embedded resources. Dynamic capabilities 

emphasized renewal in changing environments. Emergent strategy 

emphasized learning and adaptation. Business model theory emphasized 

the architecture of value creation and capture. Digital transformation and 

AI now require firms to rethink customers, data, processes, platforms, 

governance, and capabilities. Sustainability and stakeholder expectations 

require strategy to include responsibility, legitimacy, and long-term 

resilience. 

A good strategy is therefore not merely a plan, slogan, or aspiration. It is a 

disciplined system of choices. It defines where to compete, how to 

compete, what capabilities to build, what trade-offs to accept, how to 

allocate resources, how to measure progress, and how to learn. In the 

contemporary world, strategic success belongs not only to the largest or 

most efficient firms, but to those that combine clarity with adaptability, 

ambition with discipline, innovation with ethics, and performance with 

purpose. 

 

 

 

Glossary 

Ambidexterity: The organizational ability to exploit existing capabilities 

while exploring new opportunities. 

Business Model: The logic by which an organization creates, delivers, and 

captures value. 

Business Strategy: The strategy of competing within a particular industry, 

market, or product segment. 

Competitive Advantage: A condition in which a firm creates superior 

value or achieves superior performance compared with competitors. 
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Corporate Parenting: The way the corporate center adds value to business 

units through governance, resources, capabilities, or coordination. 

Corporate Strategy: The strategy concerning the overall scope of the firm, 

including diversification, acquisitions, alliances, vertical integration, and 

portfolio management. 

Cost Leadership: A competitive strategy based on achieving lower costs 

than competitors while offering acceptable value. 

Differentiation: A competitive strategy based on offering distinctive value 

that customers are willing to pay for. 

Diversification: Corporate expansion into new businesses or markets. 

Dominant Logic: The shared managerial mindset that guides how a 

diversified corporation understands and manages its businesses. 

Dynamic Capabilities: Organizational abilities to sense opportunities and 

threats, seize opportunities, and reconfigure resources. 

Emergent Strategy: A pattern of strategy that develops through action 

and learning rather than being fully planned in advance. 

Five Forces: A framework for analyzing industry structure through rivalry, 

buyer power, supplier power, substitutes, and new entrants. 

Focus Strategy: A competitive strategy targeting a narrow market 

segment. 

Resource-Based View: A theory that explains competitive advantage 

through firm-specific resources and capabilities. 

Strategic Fit: Alignment between the organization’s internal capabilities 

and external environment. 

Strategic Intent: A long-term ambition that guides organizational 

commitment and resource allocation. 

Strategic Renewal: The process of changing or revitalizing strategy, 

capabilities, and business models. 



Rudy C Tarumingkeng: Corporate & Business Strategy 

 

33 

Synergy: Additional value created when businesses, units, or capabilities 

are combined. 

Value Proposition: The promise of value offered to customers. 

Vertical Integration: Corporate expansion into upstream suppliers or 

downstream distribution and customer-facing activities. 

VRIO: A framework assessing whether resources are valuable, rare, 

inimitable, and organizationally supported. 
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