Current Wall Street Corporate problems and historical incidents

We would like to draw our attention to the current economic problems in the world and which are somehow related with the strategic failure of business corporations. Why big companies fall and the role of corporate level management in this regard. Let’s start with -What are the themes of Corporate Level Strategy / role of Diversification?
Management must ensure:

· Increase the value of investment or Value addition to the money invested.

· Increase the competency / competitiveness

· Core process development

· Structural development

Corporate Management core tasks basically structured by Investment and Divestment decisions. 
What the core focus of corporate activities? Simply, Stakeholders’ interests fulfillment: i.e., i. Shareholders and ii. Top, Mid and upper Mid level management

Management is believed to be appointed by the Shareholders to safeguard their interests and increase the profitability of their investment. 

In fact whose interests are being served? 
Primarily corporate level management serves their own interest first and foremost. Considering the exceptions in mind we could take the hypothetical scenario like this, say, 

By investing or diversifying, 
Situtation –I. Corporate levels will gain most, shareholders less; 

Situation-II. Shareholders gain most, Corporate level less;

Situation III. Both are gaining equally but it would take time.

Which one decision option would corporates love to take, generally speaking, situation I. 
In other words, corporate management always found to be doing what is best for them, the rests coming last, which is not morally and ethically right. But the society is worshiping money and wealth; hence greed trashes all other aspects. 
For diversification shareholders don’t need management help to invest, they know where to invest. So, why go to rely on management? 
The diversification by management must bring greater fruits than the shareholders own portfolio selection, or any one of the points above must be served, at least, which is not possible for a shareholder to perform.
As far the history concerns, we can see diversification is a wild horse since 1960, when corporates began integrating with smaller firms for having a rapid growth in stocks, which is known as growth by external factors, without performing real improvement in the ground. 
The Diversification and Business Cycle/Strategic role of diversification:
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1960=Unrelated diversification (Blind growth)


1970=Cash flow focused


1980=Shrink (Narrow range) Restructuring.


1990=Related diversification


2000=Shrink (Restructuring) e.g., Airlines, Banks.





Why diversify? – Stockholders’ value, competitiveness, core process development











