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hierarchy, as shown in Figure 2.1. In this section, we look at each of these levels, the types of strategy 
decisions made at each level, and how the levels are linked.

Corporate Strategy
Large conglomerates own multiple businesses. Sony Corporation (Tokyo, Japan) operates eight strate-
gic business units ranging from Sony Electronics to Sony Financial. General Electric (aka GE, Fairfield, 
CT) is organized around several diverse business units, ranging from oil and gas, to transportation, to 
aviation, to health care. A corporate strategy, which is formulated by an organization’s top managers 
and board of directors, attempts to address the fundamental question of what industries and markets 
the organization should enter and compete in.

Corporate strategic planning is the broadest in scope (highest level in the hierarchy), has a long-
term time horizon, and establishes the overall goals and directions for the corporation as a whole. 
Decisions made at this level typically include what businesses to acquire or divest, whether to acquire 
suppliers or distributors, and how to allocate resources between the different strategic business units of 
the corporation. These decisions, in turn, constrain the decisions made at lower levels in the hierarchy.

Traditionally, the primary objective of a corporate strategy was to improve the economic per-
formance of the firm to create and sustain value to people who have invested in the company—its 
shareholders. More recently, however, several companies have expanded the scope of their corporate 
strategies to include stakeholders who affect the firm or are affected by it. These stakeholders can 
include communities, environmental resources, or future generations of trained workers. In other 
words, companies are increasingly considering sustainability when they formulate their corporate 
strategies.

Three performance targets measure sustainability. Together, they are called the triple bottom line. 
A firm’s triple bottom line includes not only the economic value it provides its shareholders, but also 
the environmental and social value the company creates. Figure 2.2 illustrates the concept of triple 
bottom line with the three overlapping components of sustainability: economic, environmental, and 
social value.

Economic Value. One component in Figure 2.2 measures the traditional bottom line of the firm’s 
economic performance. A business enterprise that is consistently losing money for its shareholders 
is not sustainable from an economic perspective even though it may be creating social and environ-
mental value. The message of the triple bottom line, therefore, is not that a company should exclude 
the incentive to generate profits for itself and economic value to its shareholders. Instead, the triple 
bottom line strikes a balance between the profits a company generates with the external social and 
environmental costs associated with its production decisions.
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FIGURE 2.1: Strategic Planning Levels

Corporate strategy: 
a strategy formulated 
by an organization’s top 
managers and board of 
directors that attempts to 
address the fundamental 
question of what 
industries and markets 
the organization should 
enter and compete in

Triple bottom line: 
three performance 
targets that measure 
sustainability: the (a) 
economic value it 
provides its shareholders 
and the (b) environmental 
and (c) social value the 
company creates

Economic value: the 
traditional bottom line of 
economic performance

Compare the 
different levels of 
strategic planning, 
and identify the 
performance 
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