Organisations continually face the challenge of exercising choice among alternatives. Choice is an inalien.
able part of the decision-making process. Bajaj and Allianz, as illustrated in the opening case, both must have
faced the choice of picking up a business partner from the several available. They ended up choosing each
other, creating Bajaj Allianz. That level of choice is what s called a strategic choice. It is strategic as it is for
keeps, involves a lot of commitment from either side and affects the future of both the organisations,
Naturally, a lot of analysis goes into making a strategic choice. An organisation has to look inwards, outwards
and sideways before taking a leap into the unknown. Once on the course, things often happen that were not
foreseen. An organisation has to be prepared with contin gency strategies for the anonymous possibilities,

This chapter will focus on the issues selated to the different facets of strategic analysis and choice.
9.1 PROCESS OF smr(ccgmcn

The process of strategic choice is essentially a dmcw.lbgn:mnking.pmcms. The decision-making process

consists of setting objectives, generating altemnatives, choosing onc or more alternatives that will help the

organisation achieve its objectives in the best possible manner and finally, implementing the chosen
alternative, For making a choice from among the alternatives, a decision maker has to set certain criteria on
which to accept or reject alternatives, These criteria are the selection factors. They act as guides to decision-

making and considerably simplify the process of selection, which otherwise would be a very difficult task.
Strategic choice could be defined asﬁhe decision to select from among the grand strate gies considered,
the ‘strategy which will best meet the enterprise’s objecti

ves. The decision involves focussing on a few
alternatives, considering the selection factors, evaluating the alternatives against these criteria and making

the actual choice’. o =
There are foursicps in the process of strategic choice as enumerated below:
. Focusing on strategic alternatives Coa .
_27"Analysing the strategic alternatives -
& Evaluating the strategic alternatives
4 _Choosing from among the strategic alternatives _ .
These four steps in the process of strategic choice are described furth

A
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Focussing on Srategic Alternatiyeg

aim of focussing on a fe : , ; o il o
::;zibl e strategics. %h S ﬁ:{alslt)r:ati:gi: altef’natwes is to narrow down the choice toa manageable numlch of
i ke would, in practice, limit lh:: choli)::sxble to consndcr‘all the alternatives, On the other hand, a decision
vefore the decision maker: P lto a few alternatives. Such a situation frequently poses a dilemma

roductive; but if only a few atte 3 o0 many a.ilernatives would make the process unwicldy and

matives are considered, the decision maker may ignore others which

uld have been considered, . .
& For resolving this dilemma, a decision maker has to focus on a reasonable

number of alternatives. It is still difficylt ¢ ) . 3
FocitSiig LAl Erlives oy X o tell what that ‘reasonable’ number would be,

T ¢ done by Visualising the future statgland workin . This i
do%‘% A company Sefs objoctives for 2 future period of ti;e, sagyht?';:ew:}:f:ugﬁh’%\f:
years & e ac ward to find out where it can reach through the present level of efforts. By
analysing the ditierence between the projected and desired performance, a gap could be found.

Exhibit 9.1 shows how gap analysis works. How wide or narrow the gap is, its importance and the
p0551bﬂ"t5‘ of it being "B.d"‘fed, influence the focus on alternatives, At the ' the strategic
lternatives are four: expansion, stability, retrenchment and combination. Where the gap is narrow, stability
su-‘_gt_ggu_ﬁs-_}vould seel_n to be a feasible alternative, If the gap is large, due to expected envir:mmental
opportunities, expansion strategies are more likely. If it is large due to past and expected bad performance,
reﬂlc—hﬂﬂ_s&t.egys may be more suitable. In a complex scenario where multiple reasons are responsible
for the gap, combination strategies are likely.

Exhibit 9.1 Gap analysis for focussing on strategic altematives (m wohgw  aloua,

e e o v s
CRCEE LR \ Desired performance .
é Performance gap
¢ | Present b e o8
£ | performance e \/
L] B : I 7“‘:’
% | 1
o | |
I '
| b
| L (
I | . X
[ |\ é{g}.&»\ p e A _)
Y Y Time -
T4 T2 )

v

At the fusiness level] organisations need to think of alter‘native ways of competing. The ?ho?ce is essen~
tially between positioning the business as being low-cost, differentiated or Tocussed. Organisations need to
understand the conditions in the industry and weigh carefully, the n§ks z.md benefits ?f gach competitivF
positioning before making a choice. In practice, the choice leads to a situation of dynamic competitive posi-

tioning where low-cost and differentiation are not discrete positions, but lie on a continuum. This can be seen

in Exhibit 9.2,

Focusing on alternatives at t
tion (for an explanation of business defi
18 defined (customer groups, customer

he business level could also be understood by reverting to the business defini-
nition, see Section 2.4). The three dimensions along which a business
functions and alternative technologies), enable a decision maker to
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¢ Exhibit 9.2 . Dynamic competitive positioning | _ e ;
E S e e P
i Focussed differentiators © T =
L 7 " Differentiators i)
B L Focussed differentiators =
;o 5 -
: B ;
£ Q0 w3
; =L o
; So B
2 £ j:"j
£9 | | i
Qv Focussed cost leaders :
&
r Cost leaders
- Focussed cost leaders
Cost leadership (tower costs/lower prices) o S

Lo | v

. Source; Adapted from C.W.L. HiII & G.R.'-‘Jones. Stratégfc Managem‘ent: An Integrated Approach, Bostm{,“;-
-~ Houghton Miffiin, 2007, p. 164 A e g PR E S Al pe S : L
: 3

think in a structured fashion and s

ystematically move in one or more dimensions, generating a number of
feasible alternatives, " SR s G

Exhibit 9.3 Possible business definition of an dral'car‘é"'company L
“CUSTOMER . "_
FUNCTIONS

Form
. Feam,

" Freshness T

Flavo-ur )
Tt s Dental f QL) [
. Oralheath = ©
' .| - Cosmetic ' Fluoride
: T ‘segment ©  segment . >
| | ; e TARE m-{ — CUSTOMER':
) . C Vo b 5 : GRO P - !
ALTERNATIVE Paste!bowder' o "
TECHNOLOGIES _ -

Different packaging materlal
- Different base material ‘
Different flavouring material

Different additives
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the fluoride segment as wel], . i

or different additives (e.g, cloy
several alternatives can be ¢opy

ther alternay
€ oil or neem,
sidereq,

Vs could be tg use alternati

). In this w 5. ve packaging (e.g. collapsible tube)

even within the context of an industry or business,

) dducive bty
Analysing the Strategic Alternatives 05" ‘j: W
; v, { \
Narrowing down the strateg;c choice sh
cubjected 10 a thorough analysis. Suct ai:]ulcli} ;ead. toa few feasible alternati ves. These alternatives have to be

- actors. They determine the erite: ely on certain factors, These factors are termed as

e Tit - : , .

tako placE——— ¢n1a on the basis of which the evaluation of strategic alternatives can

The selection factors can Ty

Objectives factors are based c‘:: :::gi:faﬂ“dhed, Into two groups: the objective and the subjective factors.
ec — =t :

cheice. They could also be termed o Mques and are hard facts or data used to facilitate a strategic

ed as rationa]

f Normative inti Chisot
factor for selection is the market shams o Tnaflve. Or prescriptive factors. An example of an objective
—

. . T€, expressed as a per ¢ .
business in its industry. Subjective PIENSCC 85 2 per cent of the total market share of a company’s

factors, on the other hand, are based on one’s personal fud
. S~ ) i personal judgement,
colIEC,___L_‘ tive o desCriptive factors. An example of a subjective factor is the perception of the company's top

panage{llent rggarding the prospects of the business in the next 2-3 years. The alternatives that are generated
in the Tirst step rave 1o be subjected 1o analysis on the basis of these selection factors

Evaluating the Strategic-Alternatives

Selection factors are the Criteria on the basis of which a final choice of strategy has to be made. Narrowing the
choice leads to a few alternatives, each one of which has to be evaluated for its capability to help the
organisation achieve its objectives, Evaluation of strategic alternatives basically involves bringing together
the analysis done on the basis of the objective and subjective factors. Successive iierative steps of analysing
the different alternatives on the basis of selection factors, lic at the heart of such an evaluation. There is no set
procedure and strategists may use any approach which suits the circumstances. What is important to observe
is that if we consider only the objective or subjective factors, it does not help in evaluation. Both the factors

hay idered together. How this is done is of cqnéidcrablc interest to management researchers and
academicians. We had referréd to strategic decision making i Section 1.4 \Thesc issues are important in any

exercise where an evaluatio?p’ategic alternatives is to be done.

Choosing from among-the Strategic Alternatives — . . - |
The evaluation of strategic choice should lead to a clear assessment of which altérative is the most suitable

under the existing conditions. The final step is, therefore, of making the strategic choice. One or more

. jon. A to be made that will describe the strategies’
str@giis_h&%fo be chosen for implementation. A ,:igm bmde il dcle e e
ind thefeorditionsjunder which they would operate. This bluep

the last section of this chapter, Besides the chosen strategies, some Jontingency strategiey-houldalso have 1o

: . : ibed in Section 9.3, _ ‘
be d];wscd. ?g;rnnge;icy Slt;;fﬁl;sc:r;:::: rais::ed for considering the objective factors is the subject matter of
eseto erent ana

the following section on strgtegic analysls.

8.2 STRATEGIC ANALYSIS
Stratepic analysis is.the investigs

[

o objective factors being considered in the process of strategic
<o Xo enter and which industries to leave, WRICH RUSINCSSEN Treatel®
choice. Questions sugh aWhich indus! ~Sro retain/grow/divest face the strategists o organisations Juring
acquu dive Whl o MAIlK ‘

isi I mih«:x questions.
Strategic analysis. Sl_[ggqg_i_cgpa]yﬂs js meant to helpy
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9.3 SUBIECTIVE FACTOR?,. lémw

If the world were utterly Jogical, strategic choice would simply be a rational, §YStem3tf° Pfgcgss t: fhﬁr}dlng
alternatives, analysing and evaluating them and choosing the best one. Stra_te gic z'malys:s and the techniques
that we discussed in the previous section may make the process of strategic choice mechanistic to some of
you. But, in reality, it 1s not so. .

It is widely accepted that strategic decision-making is a complex activity. No one set of factors can’be
sufficient for exercising a strategic choice. How strategists actually make a choice among several altematna_'e
strategies has been a subject of considerable interest to researchers in management in general and strategic
management, in particular. _ ; '

We dealt with strategic decision-making in section 1.4 and the different schools of strategy thought in
section 1.5. There we noted how the process of strategic decision-making and how the different schools of
thought on strategy formation interpret the process of strategic decision-making. Of particular interest here
are some of the schools of thought which recognise that strategy formulation is not entirely an analytical
process, but takes into account the non-analytic or subjective factors too, Here, we are especially concerned
about the subjective factors in strategic choice. Subjective factors are essentially intuitive and descriptive in
nature. Not many ‘cut and dried” analytical models can be used. But this does not mean that subjective factors
are irrational or non-analytical. Rather, they attempt to consider many of the issues that cannot—and
probably should not—be dealt within the application of analytical models. (Though dichard rationalists have
used model-building approaches here too; see, for example, reference 25)%,

We identify six types of pubjective Tacioly t&:_t)t are discussed further in this section:

_L. Considerations for ggvefimental-poleics .

& — bl Sobilab”

e Pereept critical success factors kind distinctive competencies

3+ Commit o past strategic actions . - : .

4« Strategist’s dnd attitude forisk BT
. —————

/. Internal political erations

/6, Timing and competit
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Considerations for Governmenta] Policies

A sngnlf"lcan_l“fealure'of the Indian cconomy is that—despite a series of liberalisation measures initiated since
1991—-_1ttsStl .“:c;:mams *‘:0"1_"1“3' planned and rcgulalc.d. State intervention in business is very evident.
Strategists witnin Qrgamsauo:?s arc aware of the crucial role that the government plays in setting ‘down
policies and priorities. !n fact, in several cascs, government policies are the deciding factor: a shift in policies
can ha\.re a mgmﬁca‘nt. impact on the future prospects of companics. This is especially true in the case of
1ndu§me5 such as aitlincs, banking, pharmaccuticals, power, railways or telecommunications that depend
heavily on government regulations. Strategic alternatives considered by compznies have to be seen in the
context of g?verpmental policies. Expansion, retrenchment, ot liquidation types of corporate strategies can
only.be feasible if the governmental policies act as a major subjective Sictor in screening alternatives. (We
consu?cr government policies as a subjective factor since the perception that strategists have about them is
more important from the long-term viewpoint),

Multinationa] companies in India such as Hindustan Unilever and [TC acknowledge that the strategic
choice made ;)Ty them have been dictated by ‘national industrial and economic policies formulated by
Government’.” Changes in the government, cither at the central of state levels, are of much significance to
industrialists as they are concerned about the shift in policies and priorities and the likely impact they would
have on their business. Annual reports by the chairmen of companies invariably devote a lot of attention to
the government’s policies and their impact on different industries and businesses. In fact, the current phase of
rapid economic and industrial development in India is a direct result of the liberalisation policies of the
government. In this manner, it is secn that considerations to governmental poficies and priorities is one of the
most important subjective factors that strategists take into account while exercising a strategic choice.

Perception of CSFs and Distinctive Competencies

Critical success factors (CSFs—discussed in detail in Section 2.5) and distinctive competencies (see Section
4T for explanation) are important issues in environmental and organisational appraisal. How they are
perceived by strategists make them important subjective factors in strategic choice. While considering several
strategic alternatives, strategists could be guided by the distinctive competencies that the organisation
possesses and the CSFs that ensure success in an industry. The important thing is to focus on the extent of the
match that exists between the competencies and the CSFs. The industries, which the strategic alternatives
would lead to, have their own CSFs. If the distinctive competence it has, can lead the organisation to build its
strategy around the CSFs, then success is more likely. For instance, if the CSFs in a particular industry are:
low-cost production, ensured raw materials supply and the quality of the after-sales service, then an
organisation can evaluate itself on these bases and conclude whether it possesses significant strengths in
these areas or not. Ifit does, the alternative of entering into that industry is open, otherwise, it should consider
other alternatives. In this way, strategic choice can be guided by the perception that strategists have with
regard to the match that exists between the CSFs and distinctive competencies. :

Commitment to Past Strategic Actions
pletely breaks away from its past strategies and embarks upon a totally.new
course of action, Experience shows that they move in an incremental fa.shit?n. Called upon to exercise &
strategic choice, strategists arc more likely to start fr‘om where the organisation is, and wqu up in the way that
had been adopted by it to reach where it was. Ir} this way, the strategic choice is more likely to be for those
i ich ari ast strategic actions. |
alw’[:ztrl: ::: :1]:1'1:1]:1 :?:c?i‘::ta?ffason Whyﬁaasl slratt::gic actions affect s}ratcgig choice. Stratcgic‘ actio;s in-
volve not only the formulation of particular strategics, but also, commitment in terms of resources and per-

Itis rare that an organisation com
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Assignificant featurc of the Indian econoy i«

1991—it still remains centrally plann

Su;?:;?fslZt;d“;rtit:::itgfaﬂ:sfaml?s are aware of the crucial role that the government plays in setting'down

p:n e signiﬁcan-t o act, In several cases, government policies are the deciding factor: a shift in policies

fndustrics ot airlinespat::: n{l::; the ?ture prospects of companies, This is especially true in the case of
' » PATXINg, pharmaceuticals, power, railways or telecommunicati

Heavily on govermment regulations power, railways communications that depend

consider government policies as a
more important from the long-term viewpoint).

Multlnatlonal companies in India such as Hindustan Unilever and ITC acknowledge that the strategic
choice made ?;y them have been dictated by national industrial and economic policies formulated by
Goverqu%nt’. Changes in the government, cither at the central or state levels, are of much significance to
industrialists as they are concerned about the shift jn policies and priorities and the likely impact they would
have on their business. Annual reports by the chairmen of companies invariably devote a lot of attention to
the government's policies and their impact on different industries and businesses. In fact, the current phase of
rapid economic and industrial development in India is a direct result of the liberalisation policies of the
government. In this manner, it is secn that considerations to governmental policies and priorities is one of the
most important subjective factors that strategists take into account while exercising a strategic choice.

Perception of CSFs and Distinctive Competencies

Critical success factors (CSFs—discussed in detail in Section 2.5) and distinctive E:Qmpétencies (see Section
4.1 for explanation) are important issues in environmental and organisational appraisal. How they are
perceived by strategists make them important subjective factors in strategic choice. While considering several
strategic alternatives, strategists could be guided by the distinctive competenicies that the organisation
possesses and the CSFs that ensure success in an industry. The important thing is to focus on the extent of the
match that exists between the competencies and the CSFs. The industries, which the strategic alternatives
would lead to, have their own CSFs. If the distinctive competence it has, can lead the organisation to build its
strategy around the CSFs, then success is more likely. qu instgnce, if the CSFs ina particula_r industry are:
low-cost production, ensured raw materials supply and the quality of the aﬂer-slale.s service, then an
organisation can evaluate itself on these bases and conclude whether it possesses significant smength_s in
these areas or not. If it does, the altemative of entering into that industry is open, otherwise, it should consider
other alternatives. In this way, strategic choice can be guide:d by the perceiption that strategists have wit_h
regard to the match that exists between the CSFs and distinc;twe competencies. y '

Commiimcm to Past Strategic Actions

It is rare that an organisation completely breaks away from it's past strategies zfnd gn}barks upona tota]l}flnevg.r
course of action, Experieuce shows that they move in an mcreme;pta_l fa:sht(?n. Called upon to exercise a
strategic choice, strategists arc more likely tostart from where the organisation is, and work up in the wayhghat
had been adopted by it to reach where it was, In this way, the strategic choice is more l_lkely .to be folr those

alternatives which arise out of past strategic actions.

“There is another practical reason why past strategic actions affect strategic choice. Strategic actions in-
volve not m?]y the fé)nﬁulatibn of particular strategies, but also, commitment in terms of resources and pegs
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: ment, it is dj |
Personnel become redun dant. Therefo; 18 difficult to move 1o areas where existing resoyrceg and
ay from the;

gy €, strategists tend ¢ lim; .

organi y - roaale 0 eliminate the :

thfeat: ;ig;??htg: '?ir e d Il existing positions. Only yner Pres: s alternatives that Jeqq the
oo AC ehvironment does an organisation is for

*Thls gives risé to another subject & move, or is forced to moy

ing circumstances and immipept
ive factor in Strategic choice, i.e., deci;

€ away from its existing positiop,
on styles and attitude (g risk, .

‘ : reacﬁipg impaci on Strategié chmce
_Gmup’ Vl_] ay Mallya of the UB Gro : _ Ambani and his sons of the Reliance

Internal Political Considerations _ . o
By ‘internal political considerations’ is meant the strategists’ .ixiterrelationship and ﬁower structure and bal-
ance. When strategy formulation is viewed as a political process, strategists are viewed as a coalition of
 interests. A dominant CEQ is able to affect strategic choice decisively. Where the CEO is perceived as weak,
or invites participation, interest groups or cliques emerge which affect the strategic choice process and try to
make the process work in their favour, It should be noted, however, that politics and the use of power are not
necessarily bad. ‘Political behaviour in organisation is perfectly natural and legitimate ... Politics and power
are neither good nor bad. They are neutral.’®® The main issue for the CEO is to see that thm?)_r do ngt adversely
affect the process of negotiations and support conditions that are necessary for tht? coalmon.m interests to
work. Internal political considerations are crucial for strategic choice as such a choice determines where the
' es of organisations will be allocated. =~ S L e e
resiulf: ilsiéicul% to illustrate how internal political considerations play a role in strategic choice a; po»\]':;
ishﬁggles are rarely publicised. But instances ofa do.minant strategist guiding the strategic chc}:;nc; c:}r_o nuliss o
within a family group affecting strategies are avallabl?, Prominent former CEOs like _Als 31 sanlga :d ;
e Tl e e et St
decisive role in exercising strategic choice in their respective organ i

g?fzglc;gz:;:};uch as tghe Ambanis, Birlas, Modis, Shriram, etc. (apart from those relating to company and

n ner
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asset-sharing) have arisen because of con
with the complexities of interna] political
of control over the Tata group of compa

flicting personalities and power play: Ratan Tata had to grapple

considerations for several years before he could institute a system

nies managed by powerful managers handpicked by J.R.D. Tata.
Only then was he in a position to exercise strategic choice for the Tata companies. Another point to note is

that, in the context of the public Sector, politicians and bureaucrats in the administrative ministries also play

a political role in strategy formulation, Likewise, in multinational subsidiaries, the parent company may
exercise a political influence on strategi

¢ choice, keeping in view its own objectives and strategies.
All in all, internal political considerations are an important subjective factor in strategic choice. We will
again refer to corporate politics and in greater detail, in the context of strategy implementation, in a later
chapter. -

Timing and Competitor Considerations

» In the previous chapter in section 8.4, timing as an important tactic for
implementing business strategjes, %@

Timing answers the following questions:: 1
choice is to be made? and for what time period (short-run or long -run) is a strategic choice to be made? A
strategic choice has to be exercised when the Strategists are sufficie

ntly satisfied that all possible alternatives
have been considered and the environmental analysis and diagnosis indicates that no other major feasible

when to exercise a Strategic choice? when a particular strategic

attractive and the required strategic choice for instance, stability
strategy, 1s for the short or long-run, Short-run strategic choice should be seen as a stop-gap arrangement
before the organisation moves on :

{0 a more permanent, long-run strategy.

elicit an aggressive response, then it shouid only be
timing of competitor action is also significant, 2 T ‘ ;

Besides the six factors discussed above, there might be several others that could qualify as subjective
factors (e.g. management philosophy, corporate ethics, social Iesponsibility, etc.) and should be taken into
consideration. We have reserved comments on these for a later chapter when we discuss behavioura]
implementation, o I oy '

The subjective and objective factors, described in the previous section,
strategic choice. How a strategist goes about assimilating information'
analysis is a matter of personal choice, The main thrust of strategic choice

both have a collective impact on
from a subjective and objective
1S to evolve a suitable mechanism

ill, an optimal strategy‘might not be the best. Changing
circumstances may render the strategic choice partly i i
contingency strategies. These are d scussed in the
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