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ITS EFFECTIVE EXPANSION STRATEGY”
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ABSTRACT

The successful development of a company's expansion strategy, which determines the
most effective corporate performance, is especially full of its environment which is de-
fined by multidimensional assessment criteria acting in numerous directions. The incor-
poration of all such criteria into one generalizing and sophisticated dimension is enabled
by multi-criteria assessment methods. The article focuses on the theoretical justification
for the appliance of multi-criteria evaluation methods and their application in identify-
ing the particular and forecast environmental situation of the corporate and provides an
answer for the formation of an efficient expansion strategy using the complex evaluation
results of the corporate environment. Through the examination of a particular company
by employing the probabilities of the proposed analytical solution the expansion strate-

gy is made for effective development.

keywords; Evaluation of the corporate environment, strategy planning, corporate cul-

ture.

1. Introduction

For a corporation to develop successfully, it's to continuously adapt to the ever-
changing environment and to know the potential impact of environmental factors on the
performance results of the corporate as early as possible. The company's environment
must be fully assessed to develop a good strategy. This assessment of where the cor-
porate is now in terms of its environment determines the selection of strate-

gy. additionally to the evaluation of the particular environmental situation of the corpo-
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rate, it's necessary to know how the environment may affect company perfor-

mance within the future. The article aims to supply a quantitative evaluation of the par-
ticular and forecast environment of the corporate using the multi-criteria evaluation
methods and, supported the findings, to come up with a good expansion strategy for the

corporate.

A company's environment could be a complicated and sophisticated phenomenon

from the purpose of view of developing an expansion strategy. to guage it quantitatively
a hierarchy-based system of criteria (Ginevicius, 2007) must be developed. to the cur-
rent end, the standards utilized in theoretical models (Evans and Short, 2013,
O'Shaugnessy, 2014, Everett, 2014, Zavadskas and Turskis, 2011, Bocken et al., 2015
and others) which affect the company environment in terms of strategy development
were analyzed. A company's environment was defined in an objective and structured
manner employing a hierarchical system of 43 different criteria, with different impacts
on a typical result (Table 5). As criteria are multi-dimensional and act in sever-

al directions, multi-criteria assessment technigues enable them to be merged into one

complex dimension which may then be accustomed develop a method.

2. Materials and methods for the formation of an efficient company expansion
strategy

Values and weights must be set for the factors of the company's environment for the

applying of the multi-criteria assessment methods in developing its expansion strategy.

To set weights for the factors subjective methods are used where specialists' (experts')
opinions constitute the premise of assessment (Ginevicius and Podvezko, 2003,
Ginevicius and Podvezko, 2004a, Ginevic¢ius and Podvezko, 2004b, Hokkanen and
Salminen, 1997, Zavadskas et al., 2004, Ginevicius et al., 2004) yet as objective ones —
where specific values of weights counting on the structure of the block of criteria details
(Hwang and Yoon, 1981, UstinoviCius, 2001). Furthermore, subjective and objective

weights are often generalized and combined in an integral manner (Beuthe and Scanel-

IJMRAS-ISSN2640-7272, website:- www.ijmras.com




¥ INTERNATIONAL JOURNAL OF MULTIDISCIPLINARY
« RESEARCH AND STUDIES VOLUMEO3ISSUEOQ5

la, 2001, Fan et al., 1977, Ustinovicius, 2001). of those three, the subjective measure-
ment is that the main one; however, it requires high expert qualification since it deter-
mines the accuracy of their evaluation. Besides, if they're not sufficiently qualified, con-
tradictory results is also obtained. For this reason, criteria weights could also

be adjusted to the multi-criteria assessment, if the degree of compatibility of expert as-
sessment is fixed. this is often determined by the coefficient of concordance which is
calculated supported ranking the compared objects. The results of expert evaluations is
that the matrix (i =1 m; j=1r), where m is that the number of compared criteria (ob-
jects), and r is that the number of experts. Experts can assess the first moment in nu-
merous ways. For the assessments, any scale of measurement will be applied, for in-
stance, measuring in criteria units, percentage, unit fractions, ten-grade system, or
Saaty's pair-wise comparison scale (Saaty, 2008). To calculate the dispersal coefficient
of concordance, however, only the ranking of expert criteria are often used. The rank-
ing is that the procedure where the foremost important criterion has attributed the rank
which is up to one point, the second criterion in terms of importance is given two points,
etc. and also the least important criterion is given rank m; where m is that the number of
compared criteria. Equivalent criteria are attributed to the identical value, namely, the

arithmetic means of ordinary ranks.

The results of the determination of criteria ranks are often applied in practice if a suffi-
cient level of compatibility of expert opinions is about. Expert opinions and attitudes

to the matter being solved often differ and might even be controversial. The compatibil-
ity of opinions is set by the coefficient of concordance which is calculated supported the
ranking of compared criteria. The dispersal coefficient of concordance was defined by
Kendall (1970). the concept of the coefficient was linked to the quantity of ranks of eve-

ry criterion ci about all experts:
LN 13
ci = Y i W

to be precise, (it was linked) to the variation of dimensions ci from the whole mean

by the full sum of squares S (the analog of dispersion):
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If S could be a real amount of squares calculated following formula (2), the concordance
coefficient W is calculated following the subsequent formula (Kendall, 1970):

W=_15 '.5 4}

rérnlm? L)

If the opinions of experts are harmonized, the worth of the concordance coefficient W

is near 1, whereas, if the assessment differs considerably, the worth of W is near zero.

Kendall (1970) proved that if the quantity of objects m > 7, the importance of the con-

cordance coefficient is also determined using the criterion x2:

v =Wr(m—1)= —22

rme(m41)

A random value is distributed per the distribution x2 with the degree of freedom. the
guantity of freedom degrees v of distribution x2 doesn't rely on the amount of experts r
because it's wont to measure the difference between the entire number of rankings only.
The critical value is set in keeping with the amount of importance a (in practice, the
worth a usually equals to 0.05 or 0.01) chosen from the table of the distribution x2 with
the degree of freedom. If the worth of x2 calculated in keeping with formula (5) is over,

then the evaluations of the experts are coordinated (Podvezko, 2005).

The basis of quantitative methods is that the matrix of statistical data (or expert as-
sessments) of the ratios that characterize the objects under comparison and ratio
weights wi, (i=1,..., m;j=1,..., n), where m — is that the number of ratios, n — the

amount of objects (alternatives) under comparison. Applied quantitative multicriteria
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methods show the character of every ratio — maximizing or minimizing. the sim-

plest values for maximizing ratios are the best values and for minimizing — all-time

low. the standards of qualitative multicriteria methods most frequently combine the non-
dimensional (normalized) ratio values and therefore the weights of ratios wi. Most
methods use different specific normalization or data transformation of initial data (ratio
values). Each method has its own advantage and highlights different features of

those values.

The typical, most know the known and widespread method is SAW (Simple Additive

Weighing). The criterion Sj of this method reflects well the thought of multicriteria meth-
ods — the aggregation of ratio values and their weights into one value (Ginevicius et al.,
2004, Hwang and Yoon, 1981; GineviCius and Podvezko, 2007, GinevicCius et al., 2006).

The sum Sj of weighted normalized values of all ratios for every object j is calculat-
ed. it's determined per the formula (Ginevicius and Podvezko, 2006, Ginevicius et al.,
2006, Hwang and Yoon, 1981):

' M = '
Si =3 wifij, \6)

-}

where @; 1s the weight of ratio ; #;; — the normalized value of ratio i for object

3 =T

J[}i.. L wi = 1).

The normalization of information, during this case, is feasible consistent with the formula

(Ginevicius and Podvezko, 2001, Ginevicius et al., 2006):

)
where rij is that the value of ratio | for object j.
The best value Sj of the criterion is that the highest value.
Using the SAW method, the maximizing criteria of data are often normalized by
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(8)

where max jrij— the best value of the criterion under maximization.

However, the condition precedent to applying this method may be a prior identification
of the character of ratios (maximizing or minimizing) or it's possible to restructure mini-
mizing ratios into maximizing per the formula (Hwang and Yoon, 1981, Ustinovicius and
Zavadskas, 2004, GineviCius and Podvezko, 2004a, Ginevicius and Podvezko, 2007,
Ginevicius et al., 2006):

)

where rij is that the value of ratio | for object j when very cheap value of the ratio will ac-

quire the best value adequate to one.

The environment of the corporate for the formation of a good expansion strategy is
split into the particular environment and therefore the forecast environment. to create a
good strategy, the environmental ratio of the corporate calculated because the ratio of
the forecast to actual environmental values is proposed:
Py p
P= 4, (10)
where Pf is that the value of the forecast company environment and Pa is that the value

of the particular company environmental situation.

The effective expansion strategy of the corporate is decided by evaluating the corpo-
rate environment and is chosen looking on the worth of the environmental ratio of the
corporate. The research has shown an in depth relationship between expansion strate-
gies and therefore the environmental situation of the company: with the deterioration of
the environmental situation and shrinking markets the necessity for diversification in-

creases and, conversely, with the market expansion the necessity for the said strategies
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decreases. When the market is well established, diversification is beneficial in certain
markets (GineviCius, 2009). Thus, if the worth of the environmental ratio of the corpo-
rate is a smaller amount than one, diversification strategies are applied. With the ad-
vance within the environmental situation and market expansion, the importance of inte-
gration and concentration increases; when the markets shrink the importance of the
said strategy decreases, so if the worth of the environmental ratio of the corporate is
one, integration strategies are applied. If the worth of the environmental ratio of the cor-
porate is over one, concentration strategies are applied.

3. Findings of the inquiry

The data structure of the system of the company’s environment criteria to develop a
good strategy provided in Table 5 was wont to draw up a ranking questionnaire which
had to be completed by highly qualified experts of strategic management who had to
guage the importance of the rankings of the environment criteria (internal and external,

competitive advantage, financial situation, structure of the industry, economic, techno-

logical, social and political environment). The importance of the company's environment

criteria was measured by 10 highly qualified specialists. Every criterion was given a
rank from 1 (to the primary most significant) to m (to the smallest amount significant).

The compatibility of experts’ opinions was also verified.

The ranking results of the standards of the company's competitive advantage are pro-
vided in Table 1.
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Table 1. The competitive advantage criteria — ranking results

Referring to Table 1, it absolutely was determined that the sum of the variations of

squares S, which was calculated in step with formula (2), amounts to S = 1700, the co-
efficient of concordance W calculated in line with formula (3) amounts to W = 0.283, the
worth of lex2 in line with formula (5), which is x2 = 22.667, exceeds the critical x2 =
15.507 with the amount of importance a = 0.05 and degree of freedomv =9 -1 =8. All

this shows that the opinions of the experts were harmonized.

Table 2. The weights of criteria of competitive advantage
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ExpertCriterion k . 5 10 Mean of

weights

The share taken by the industry 0.1 0.04 0.l 0.079

The general level of the company’s 0.06 0.02 006 00539
compelences

Technological advantage of the company 0.2 0.3 . 019 0243

Flexibility 019 03 . 0lg 019

The potential to compete by means of 0.15 0.2 .2 01T 0149
price and quality

The strength of the brand 0.14 0.06 ol 04

The level of client satisfaction 0.13 0.05 012 0097

The potential of the manufacturing capacity 0,02 0.02 002 0037

The company’s access to funding 0.0 0.01 0.01 0.026

Table 3. Min and max values of criteria of actual competitive advantage for the

Event of a good expansion strategy.

Expert'Criterion K Mean of min and
max valwes
The share taken by the industry - - 1.0
The general level of the company’s competences T 100 4020 71.7
Technological advantage of the company 4650 4080 56.7
Flexibility 10;30 4080 367
The potential to compete by means of price and quality 4070 4080 483
The strength of the brand 3070 30:50 41.7
The level of chent satisfaction 50:80 B0; 100 6.7
The potential of the manufactunng capacity T 100 4080 7313
The company’s access to funding B 10D B0; 100 BE3

|
3
4
5
6
7

E=2- -]

Table 4. Min and max values of criteria of forecast competitive advantage for the

event of an efficient expansion strategy.
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Expert'Critenon 2 ; Mean of min and
max values

The share taken by the industry 11:12 11:12 [ 1.4
The general level of the company’s competences 8080 B0, 100 6080 B0.0
Technological advantage of the company 6070 4060 40080 583
Flexbility 3040 1030 4080 3R3
The potential to compete by means of price and guality 30:50 40,70 400,80 51.7
The strength of the brand 2050 30:70 30:50 41.7
The level of client satisfaction 80;00 50:80 BO: 100 B0
The potential of the manufacturing capacity 7080 TO 100 40080 733
The company’s access to funding B0 00 B0, 100 B0 100 BE3

e B =2 R SRR PR S

Table 5. Weights and values of criteria of the company environment for the formation

of a good expansion strategy.
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Multidisciplinary
Research And Studies

Ciorporale Crilerion Weight Crilerion feight Crilerion Weight  Actual  Forecast
environmenl [or value  valoe
the formation of
an cifoclive
cxpansion siralegy

Internal environmenl 0.387  Compelitive advanlage 0418 ‘The share laken by the indusiry o7e 0236 0243
The general level of the company s 00se 08T %G
compelences
Technological advantage of Lhe 0243 0032 0149
company
Hexibility g olld  olld
The polential o compele by means of - (U149 (0093 0097
price and guality
The strength of the hrand 0id 0076 o079
The level of clicnl =atisfaction 097 053 0059
The polential of the manulaciuring 0037 0037 03T
capacily
The company’s access W funding 0026 0026 0026
Financial siluation Return on investmenl o 0253 0ond
IProfil margin 0142 0198 03214
Debi-to-eguily malio 00E9  0LI37 142
Sales 024 g e
PProfiLability 0264 0064 (OU0RY
Assel strenglh index oG4 0071 DAOTE
Revenue by prodisct 0078 0056 0u06d
Ratio between fixed and variable costs (U040 (U037 004D

Exlernal environment (0613 Surecture of the industry 0250 The company’s susceplibility w RE&D (068 00223 0212
Enirance harricrs 0190 0190 UlED
Hlasticily of demand 0076 0033 043
Seasonality of the industry 0038 008 0018
Lewel of competilion 0223 (DERE  (UOE3
Price Tewvel 0056 0076 D62
Siwe of the industry 0143 0068 LDGE
Ciencral risk level L0E8 (056 U055
Lewel of profilability of the industry Ol1E (036 U038
Hoonomic environment 030 Inleresl rale i 251 0275
Government expenditure o770zl 0T
Foonomic growth 0275 0053 01s0
Unemploymenl 18D 0047 0147
InMation 020 oarr ol
Hoonomic recession and ils elfecls 47 o077 0077
Tochnological environment 0.4 Palenl prodeclion 0132 0308 0324
IT developments 0240 0240 0240
RED activily 0.IE4  OLIB4 (D84
Energy resource prices e s o3
Technology transfer level 0324 098 Oz
Social environmenl 0.133  Purchasing power 0317 286 0338
Income distribution 0338 0299 0317
Pace of population growlh 019G I9G  Oo09e
Supply of labour power 0149 49 0149
Political covirenmenl 010 K& regulation 0301 673 ue9w
Ciovernment regulalion 0699 278 0301

The criteria of the financial situation, structure of the industry, economic environment,

technological environment, social environment, political environment, internal and ex-

ternal environment were ranked within the same way.
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Following the check of the compatibility of the experts' opinions in keeping with the col-
lected data of the ranking questionnaire, a second questionnaire was designed for high-
ly qualified experts to see the values of the analyzed criteria weights by fractions of a

unit and also the technique of direct assessment was adapted.

The weights of the standards defining the competitive advantage of an organization by
fractions of a unit specified by the experts are provided in Table 2. the factors of the
company's technological advantage, flexibility, potential to compete using price and
quality, and therefore the strength of a brand was measured because the most signifi-
cant ones, meanwhile, the weights of other criteria differ only slightly. the standards of
the potential of the manufacturing capacity and also the company's access to funding

were indicated as having the smallest amount significance.

The weights of the factors of the company's environment for the event of a tech-

nique were measured within the same way; they're provided in Table 5 below.

Following the determination of ranks and weights which define the environment of a
corporation, it's possible to hold out the quantitative assessment of the standards of the
company environment for the event of an efficient strategy using multi-criteria assess-

ment techniques.

Quantitative evaluation of the corporate environment for the formation of its effective
expansion strategy started after the questionnaire on values had been prepared. The
guestionnaire was called for supported the structure of the indicator system of the cor-
porate environment. Three experts of the corporate under analysis filled within

the values of the company's actual and forecast environment. Since the bulk of indica-
tors couldn't be expressed in specific units, scores on a 100-point scale were utilized
in the research where the minimum value of the indicator was one and therefore

the maximum value was 100. As a result, the tree experts allocated minimum and max-
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imum values to all or any indicators that might not be expressed in specific units.
The mean value was subsequently calculated for the standards that defined minimum

and maximum values (Tables 3 and 4).

The initial data criteria provided in Tables 3 and 4 were normalized using (7—9) formu-

las; the results of criteria normalization are provided in Table 5.

According to the environmental normalized values and weights of the corporate for the
formation of an efficient development strategy provided in Table 5, using the SAW
method (formula 6) the estimated value of the particular competitive advantage of the
corporate environment was 0.962 and also the value of the forecast competitive ad-

vantage of the corporate environment was 1.000.

By analogy, the values of the financial situation, structure of the industry, economic en-
vironment, technological environment, social environment, political environment, and
internal and external environment were calculated. the ultimate estimated value of the
particular situation of the corporate environment was 0.951 and also the value of the
forecast situation of the corporate environment was 0.958. Subsequently, these may

well be wont to form the expansion strategy.

The company environmental ratio is calculated (formula 10) in keeping with the particu-
lar and forecasts environmental values of the corporate estimated during
this chapter. the worth of this ratio is one (1.0), therefore the integration strategy should

be applied for the effective development of the corporate under analysis.

4. Conclusions

An effective corporate expansion strategy is developed after an objective assessment of
its environment is administered. For this, techniques that allow a phenomenon to be ob-
jectively evaluated and decisions to be made, which might make sure the best results of

corporate performance, are required.
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A company's environment could be a complex phenomenon for the event of an expan-
sion strategy. To assess it quantitatively, a data structure of the standards of a compa-
ny's environment intended for the event of an efficient strategy was developed. The data
structure of criteria describes the company environment well and enables the fore-

most important aspects of the environment to be defined in an exceedingly structured
way, and therefore the impact which the analyzed criteria may need on the common re-
sult to be anticipated.

To evaluate the environment of the corporate for the formation of a good development
strategy by using multi-criteria evaluation methods, all environmental criteria must be
combined to one general value, the weights of the phenomenon must be identified by
ranking them and verifying their compatibility, and therefore the values of the particu-
lar and forecast situation of the phenomenon must be identified which serve the idea for

the formation of the expansion strategy of the corporate.
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