
Dear All

This week I had to do the closing session  on Conglomerates.
Here’s my ppt and learnings:

1. Only 9 % of the top 500 companies are conglomerates
2. A conglomerate is a multi -industry company vs a multi division company.
3. Asian conglomerates have done better than US or European conglomerates. 50 % of Asian companies 

are family run companies and that inherent culture makes them work better.
4. Conglomerates tend to do as good or as bad as other companies, there is no clear evidence to suggest 

that they weather the business cycles better.
5. The challenge of a conglomerate is the organizational tension between the centre and the independent 

company.
6. Where do you build resources and how to you manage the dialogue is crucial.
7. What is the role of the brand and who owns or controls the brand and its communication. So, what 

does one centralise and what does one decentralise.
8. How does one think of resource allocation, specifically capital?
9. Does anyone really think of conglomerate synergies?

10. How does a conglomerate incubate a new business?
Enjoy
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Structure
• A conglomerate - Definition

• What’s happening to the conglomerate idea

• Top conglomerates in the world

• The reason for Asian conglomerates success

• 10 challenges for conglomerates



There are two types of firms - Multi divisional 
company and  Multi Industry company



The multi divisional company was pioneered by  
Du Pont and GM in the 1920. Essentially the 

same category or allied categories of business.



The multi industry or conglomerate was a 
1960 s concept in the USA, thanks to anti 
trust etc. An early conglomerate was ITT.





Reasons why conglomerates  are not in vogue

• The market is not valuing it, typical conglomerate discount is 7 to 12 %

• Stock markets don’t have patience

• Boards are getting tougher with CEOs on such proposals

• Management Consultants/Gurus are asking questions like (a) what’s 

your Core competence, (b) what capabilities do you have and (c) why 

don’t you stick to the knitting?



Let’s look at the largest 
conglomerates today.









Why are Asian conglomerates more successful? 





66% of Indian listed 
companies, and 50% of all 
Asian companies are family 
enterprises.



Asia has a legacy of 
a hierarchical 
structure and 
management style



Asia was ravaged after the world wars and Asia 
manufacturing reform started in that period.



The early days were about national pride in 
reconstructing the country and hence politicians, banks, 

society actually backed the conglomerates in Asia.



Most Asian 
conglomerates 
have government 
support in some 
form or the other.



Entry into new 
sectors has 
been easier in 
Asia when the 
conglomerate 
is large and 
more 
diversified.



10 challenges with conglomerates



1. Resource allocation



2. Role of independent 
company vs central group



3. The 100% of 
operating managers 
time vs 10% of adviser 
managers  time, which 
is more relevant?



4. Very few 
people committed 
to conglomerate 
synergies



5.Centralized vs Decentralized? Where will 
you house the resources?



6. Incubating 
new businesses.



7. Role of brand 
and brand building



8. Would the 
conglomerate be in 
this business but for 
legacy reasons?



9.Do conglomerates really weather business cycles?



10. Do conglomerates work where markets and 
institutions are efficient and mature?



Summary




