
Indicative solutions to questions concluding the chapter (Chapter 11) 
What is a dual-class system of shares?  
A system of dual-class share structures exists whereby certain shares, often the founders’, can be 
weighted as much as ten times those of ordinary investor shares. Essentially this means that 
investors buy-in not only to the profits derived from activities, but also the vision and values of the 
founders, for example. Many of Silicon Valley’s most innovative and influential firms have these 
voting arrangements, including Alphabet (Google), Snapchat and Facebook. More traditional 
manufacturing firms also adopted these ownership structures such as the Ford Motor Company. 
With such structures in place, firms benefit from investment but the voting-value of the 
shareholding of these privileged shareholders is not, as a consequence, diluted.  

What is idiosyncratic value? How might it serve sustainability? How might it work 
against sustainability? 
Idiosyncratic value is the value that the business leader believes that they can generate arising from 
their vision, which is not appreciated by shareholders. Idiosyncratic value is pursued in trust; it may 
or may not be protected and reinforced by block shareholdings. Idiosyncratic value, in modern 
times, may well be the application of green technology and sustainability initiatives, but only on the 
understanding that they will benefit shareholders in the longer term. Idiosyncratic value is not, and 
does not have to be, that derived from environmental sustainability. 

What is bottom of the pyramid, and why do firms operate there? 
The bottom of the pyramid relates to firms that supply to what might be deemed non-remunerative 
markets, often in the developing world. In recent years many multinational firms have seen the 
value of markets in the developing world and have adapted their packaging to make products 
affordable to people in these territories. For example, where in the developed world it is normal to 
buy 200 ml of shampoo, in developing countries such quantities are unaffordable. A sachet 
containing one or two washes may be affordable, however. The purpose is often altruistic; but more 
often it is done on the basis that these markets are likely to grow, and a presence there early can 
pay dividends later. 

What are the limitations of (a) functional, (b) multi-divisional and (c) matrix 
structures? 
Functional – one way communication; little integration between functions; overloading of CEOs 

Multi-divisional – little room for organizational learning and sharing. The divisions are quite discrete 
and often geographically dispersed; high probability of duplication of activities unless central 
services can provide synergy and service divisions and their subsidiaries. 

Matrix – overly complex reporting and accountability mechanisms leading to high opportunity costs. 

What is the difference between a multi-national and a transnational firm? 
Multi-national operates in a number of national territories. Transnational firms operate across 
national boundaries but are integrated with one another, often linked through digital networks. This 
includes their suppliers and research and technology partners. It may include key customers. 



What are the five elements of Mintzberg’s configuration? What is an adhocracy? 
Strategic apex; operating core; middle line; technostructure; support staff. An adhocracy is a project 
organisation that appends itself to a regular organisation such as film studio or construction main 
contractor. 

What should determine the head office/parent role with subsidiaries? 
The role of the head office or parent should be to add value whether in the provision of central 
services shared across a group or particular expertise relating to technology, management, 
investment, etc. See also portfolios (chapter 7). 

Why are TNCs particularly privileged with regard to pursuing sustainability as a 
competitive advantage? 
TNCs can impose sustainability standards and objectives across their supply and value 
chains. They can also be the de facto industry standard for operations. 

 


