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On completion of chapter 6, you will be able to:

▪ assess how internal development, or business combinations, strategic

alliances and partnering can be used to achieve business growth

▪ describe the relationship between corporate parents and business units and

how the corporate parent can create or destroy value

▪ apply the BCG and the public sector portfolio models to assist organisations

in managing their organisational portfolios

3

Learning Outcome



© ACCA

CHAPTER 6: Methods of strategic development

4



© ACCA

Methods of strategic development

5



© ACCA 6

▪ Advantages

- Swifter access to new products/ markets

- Acquisition of knowledge, expertise, 
goodwill

▪ Disadvantages

- Rationalisation and integration of activities 
and cultures

Business combinations
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Acquisition

7



© ACCA

▪ Sales synergy

▪ Operating synergy

▪ Management synergy

▪ Investment synergy
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Synergy
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Real world example: merger
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Corporate parenting
Corporate parenting looks at the relationship between head office and individual 

business units. This will become more important if a business follows the route of 

growth through acquisitions.

Corporate parents do not generally have direct contact with customers or suppliers 

but instead their main function is to manage the business units within the 

organisation. The issue for corporate parents is whether they:

• add value to the organisation and give business units advantages that they would 

not otherwise have. This can be done, for example, through providing resources 

and skills or by sharing expertise.

• add cost and so destroy the value that the business units have created. For 

example, if central overheads are re-charged to business units.
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• Advantages versus acquisition

- Minimises disruption to activities

- Avoids need for high initial capital

- Avoids cultural problems

• Disadvantages versus acquisition

- May be too slow in fast-developing market

- Riskier than acquiring established 
business/products

Internal development (organic growth)
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▪ Organisations remain distinct

▪ Motives

- Economies of scale

- Share strengths while overcoming weaknesses

- Gain access to a new market

- Allow participants to achieve critical mass
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Strategic alliances
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Seven characteristics of a well-structured alliance have been identified:

- Strategic synergy

- Positioning opportunity

- Limited resource availability

- Less risk

- Co-operative spirit

- Clarity of purpose

- Win-win
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Strategic alliances
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Real world example: strategic alliance
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Partnering

Joint ventures

Franchising

Licensing

Outsourcing
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Portfolio Analysis

An organisation may have to make investment decisions such as whether to

add a company to its existing portfolio or whether to divest of an existing 

subsidiary.

This determines the fit between a SBU and the overall organisation as well 

as the fit for the SBU with other SBUs in the organisation’s portfolio of SBUs. 

Criteria are applied to categorise SBUs.

Main uses

• Assessing performance and position of SBUs in the portfolio

• Determining strategies for SBUs

• Suggesting SBUs for disposal

• Assessing potential SBUs for acquisition.
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BCG matrix

An organisation’s portfolio should be balanced, with cash cows providing 

finance for stars and problem children, and a minimal number of dogs
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Using the BCG matrix

Stars Cash cows Problem children/ 

question marks

Dogs

Cash neutral (cash 

needed to fight 

competition)

Large positive cash 

flow

Large negative 

cash flow

Ongoing negative 

cash flow

Offer good future 

returns

Do not need much 

investment

Can they become 

stars?

Can tie up funds 

and provide a poor 

return

Invest and develop 

(will become cash 

cows in time)

Invest cash in stars/ 

provide return to 

shareholders

Potential star –

invest 

No potential – sell 

or run down

Sell

Retain if they are 

niche
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Real world example: Unilever’s diverse portfolio

▪ In 2017 it disposed of its margarines business, which it sees as a declining market.

▪ During the same year it acquired a producer of organic sauces, which it views as a 

growing market. 

▪ Star – to defend the Lipton brand (one of the world's best-selling tea brands), Unilever 

invested and innovated and patented Tea Essence Extraction Technology (TESS).

▪ Cash cow - investment in Hellmann's mayonnaise is largely limited to advertising 

campaigns.

▪ Problem child - relatively young brands that require high investment in order to exploit 

the fast market growth ahead of competitors (eg Small & Mighty, a concentrated liquid 

detergent.

▪ Dog – Unilever sold its Slim-Fast brand in 2014 as the weight-loss industry moved 

dramatically away from such processed diet foods towards eating natural foods and 

fitness regimes.
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Public sector portfolio matrix
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Using the public sector portfolio matrix

Category Recommended 

strategy

Examples

Public sector 

stars

Maintain or increase 

future funding

Education

Public hot boxes Difficult decision 

whether to increase 

funding

State-owned railways

Some national health 

services

Golden fleece 

services

Viewed as over 

resourced. At risk of 

future budget cuts

Charging points for 

electric vehicles

Back drawer 

issues

Discontinue Public swimming pools 

near beaches
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Technical article: The strategic planning process

Technical article 

The strategic 
planning process –

part 2

Click the box below to 
open the article on 
accaglobal

https://www.accaglobal.com/sg/en/student/exam-support-resources/professional-exams-study-resources/strategic-business-leader/technical-articles/the-strategic-planning-process-part-2.html
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The Ashridge portfolio display

The Ashridge portfolio display, or parenting matrix, developed by Campbell, Goold

and Alexander, focuses on the benefits that corporate parents can bring to 

business units and whether they are likely to add or destroy value. 

The matrix considers two particular questions.

• How good is the match between perceived parenting opportunities and the 

parent’s skills?

• How good is the match between the CSFs of the business units and the skills 

and resources that the parent can bring?
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The Ashridge portfolio display
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The Ashridge portfolio display

The matrix can be expanded to introduce what are called 'edge of heartland' 

business units
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Activity
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Work through Activity 1 
Strategic Options Evaluation
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Answer to Activity
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Answer to Activity (cont’d 1)
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Exam focus

▪ Applying the three success criteria – suitability, acceptability and feasibility – is 
an effective way of evaluation a strategy

▪ This simple but powerful technique has appeared many times in the ACCA 
suggested solutions.

▪ Product portfolio was tested in December 2019. The examining team reported 
that stronger candidates understood and used the BCG Matrix as a portfolio 
analysis model. 

▪ Recommendations from stronger candidates considered the choices within the 
portfolio and the need for a portfolio which contains both high-growth products 
in need of cash inputs and low-growth products which generate excess cash.

▪ Candidates who included detailed discussion of the theory of the positions in 
the BCG matrix, without linking them to the business, did not score well. 
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Chapter 6: Summary

▪ The BCG matrix categorises products in terms of market growth rate and 
relative market share as Stars, Cash Cows, Problem Children and Dogs.

▪ The public sector portfolio matrix categorises activities in terms of their 
public support and value for money as Public Sector Stars, Political Hot 
Boxes, Golden Fleeces and Back Drawer Issues.

▪ Organisations can grow through organic growth (internal development), 
acquisition and merger (business combinations), strategic alliances and 
partnering.

▪ JW&W propose that strategic options can be evaluated in terms of the 
suitability, acceptability and feasibility.
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Chapter 6: Practice question 

Study Question Bank

Graffoff 55 mins

For SBL

➢Attempt the Study Question Bank questions listed above after studying this chapter

➢Attempt Revision Question Bank questions in your revision phase, after studying all chapters
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Thank you
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