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1. Introduction

The dynamics of the cigarette industry, which continues to evolve and become a complex challenge
for companies such as PT Djarum. Regulatory changes, changing consumer lifestyles, and increasingly
fierce competition are factors that companies need to face to ensure sustainability and growth [1]-[3].
Therefore, strategic business planning is key to addressing these challenges [4], [5].

Business development is a crucial aspect in responding to changes in the business environment
[6]-[8]. PT Djarum as an established company in the cigarette industry, may be looking for
opportunities to expand its business line through product diversification. This diversification may
include new cigarette products, health products, or even expansion into related industries. Along with
that, evaluation of strategic alternatives is essential to ensure that the choices made are in line with
the company's vision and mission [5], [9], [10].

One of the current issues that may arise in this study is the changing dynamics of the cigarette
industry in depth, especially related to government regulations relating to health and environmental
impacts [11]. Increased public awareness of the dangers of smoking and pressure to reduce tobacco
consumption may affect PT Djarum'’s business strategy. This requires adjustments to the company's
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strategy to remain relevant amidst changing consumer behavior and increasingly stringent regulations
[12], [13].

In addition, the global and local economic situation can also be a significant issue [14], [15].
Changes in economic conditions can affect consumer purchasing power, production costs and access
to new markets. Therefore, this research needs to take into account current economic factors that may
affect the successful implementation of the planned business strategy.

The technological aspect is also a major concern, especially in the context of the constantly
innovating cigarette industry [16]. The application of new technologies in production, marketing or
distribution can be a key factor in the success of a business strategy [17]-[19]. Therefore, this research
needs to pay attention to the latest technological developments and how they are implemented in the
business context of PT Djarum.

Other current issues may include social and cultural factors that influence consumer preferences
for tobacco products [20], [21]. Changing lifestyle trends, consumer preferences for healthier products,
and shifting social values may affect PT. Djarum's product diversification and business development
strategies. In addition, the company must also take into account environmental and sustainability
issues that are increasingly the focus of global attention. Pressure to reduce the environmental impact
of the cigarette industry may affect the company's policy and market expansion strategies [22], [23]. By
taking these aspects into account, the research can provide a more comprehensive understanding of
the current issues facing PT Djarum in its business strategic planning.

In the context of market expansion, PT Djarum may wish to consider opportunities in both local
and international markets. Market analysis and assessment of its potential is a key step in strategic
planning [24], [25]. As such, this research can provide a solid foundation for understanding the
prevailing market dynamics and selecting the best strategy for expansion [26], [27].

As a large company, PT Djarum also needs to consider the sustainability and environmental
impact aspects of its business decisions. Therefore, the integration of sustainability considerations in
strategic planning can be an additional focus of this research. Overall, this research is important in
helping PT. Djarum deal with the complexity of the current business environment and ensure that the
strategic decisions taken are the right steps for the company's long-term sustainability and growth.

2. Research Methodolgy

Problem solving using the ELECTRE (Elimination and Choice Expressing Reality) Method in the
context of "Application of the ELECTRE Method in Business Strategic Planning: Analysis and
Evaluation of Strategic Alternatives on Business Development, Product Diversification, and Market
Expansion of PT Djarum" can involve several stages as follows [28]-[31]:

1. Identification of Criteria and Subcriteria

First of all, identify the criteria and subcriteria that are relevant for the strategic analysis of the
company. The criteria may include factors such as profit potential, business risk, and environmental
impact.

2.  Weighting the Criteria
Give each criterion a weight based on its importance in the context of PT Djarum's strategic
planning. Giving this weight can involve key stakeholders of the company and related experts.

3. Alternative Performance Measurement

Measuring the performance of each strategic alternative, both in New Business Development
(PBB), Product Diversification (DP), Regional Market Expansion (EPR), Global Market Expansion
(EPG), Strategic Partnership (KS), according to predetermined criteria. This data can be obtained
through market analysis, industry research, and internal company information.
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4. Ranking Alternatives

Apply the ELECTRE method to rank strategic alternatives. In this context, the ELECTRE method
will help identify the alternatives that best fit the predefined criteria and sub-criteria, as well as provide
an understanding of the level of compatibility of each alternative with the company's objectives.

5. Sensitivity Analysis

Perform sensitivity analysis to identify the extent to which changes in criteria weights can affect
the ranking of alternatives. This helps understand the extent to which a change in preference or
importance on a criterion can impact the final result.

6. Interpretation and Implementation of Results
Interpret the results of the ranking and evaluation of strategic alternatives. Discuss the results with
key stakeholders at PT Djarum and consider adapting strategic recommendations based on the
findings from the ELECTRE analysis.
By applying the ELECTRE Method in the application of Decision Support Systems, PT Djarum can
make strategic decisions that are more informational and measurable in the face of changing market
conditions and a dynamic business environment.

3. Results and Discussion

The following is data with 3 criteria and 5 alternatives for the application of the ELECTRE Method, for
Criteria: Profit Potential (Weight: 0.4), Business Risk (Weight: 0.3), Environmental Impact (Weight:
0.3) and for Alternatives: New Business Development (PBB), Product Diversification (DP), Regional
Market Expansion (EPR), Global Market Expansion (EPG), Strategic Partnership (KS).

Calculation with the ELECTRE Method:

1. Criteria Weighting:
Profit Potential (Weight: 0.4)
Business Risk (Weight: 0.3)
Environmental Impact (Weight: 0.3)

2. Alternative Performance Measurement

Table 1.
Alternative Performance Measurement
Alternative Potential Profit Business Risk Environmental Impact
PBB 8 3 2
DP 7 2 4
EPR 5 4 3
EPG 6 5 1
KS 4 3 4

1. Normalization of Performance Matrix
Normalization is done by multiplying the value of each cell by the corresponding criteria weight.

Table 2.
Alternative Performance Measures
Alternative Potential Profit Business Risk Environmental Impact
PBB 3.2 0.9 0.6
DP 2.8 0.6 1.2
EPR 1.5 1.2 0.9
EPG 1.8 1.5 0.3
KS 1.2 0.9 1.2
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2. Determine Concordance (C) and Discordance (D) Matrices

Table 3.
Concordance (C)
Alternative PBB DP EPR EPG KS

PBB X 1 1 1 1

DP o) X 1 1 o

EPR 0 o X o o

EPG o o o X o

KS 0 1 1 1 X
Table 4.

Discordance (D)
Alternative ~ PBB DP EPR EPG KS

PBB X o) o) o o
DP 1 X o) o 1
EPR 1 1 X 1 1
EPG 1 1 0 X 1
KS 1 [o) [o) o) X

3. Calculating Concordance Index (Ci) and Discordance Index (Di) Matrices
Concordance Index (Ci):
Ci(PBB) = 4 (concordant sum)
Ci(DP) = 3 (concordant sum)
Ci(EPR) =1 (concordant sum)
Ci(EPG) = 2 (concordant sum)
Ci(KS) = 3 (concordant sum)
Discordance Index (Di):
Di(PBB) = o (discordant sum)
Di(DP) = 2 (discordant sum)
Di(EPR) = 5 (discordant sum)
Di(EPG) = 3 (discordant sum)
Di(KS) = 1 (discordant sum)

4. Calculating Concordance-Discordance Index (Ci - Di)
Table 5.

Discordance (D)
Alternative  Ci- Di

PBB 4
DP 1
EPR -4
EPG -1
KS 2

5. Ranking Alternatives Based on Net Flow (Si)
The PBB alternative has the highest Net Flow, so it gets the top ranking. Furthermore, DP, EPG, KS,
and EPR are in order of Net Flow respectively..

Table 6.
Discordance (D)
Alternative  Net Flow (Si) Ranking
PBB 4 1
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EPR 2 2
DP 1 3
EPG -1 4
KS -4 5

Thus, based on the calculation of Net Flow (Si) using the ELECTRE Method, the ranking of
strategic alternatives for PT Djarum is as follows: New Business Development (PBB), Regional Market
Expansion (EPR), Product Diversification (DP), Global Market Expansion (EPG), Strategic Partnership
(KS). This ranking provides direction to PT. Djarum to prioritize New Business Development as the
most appropriate strategic alternative according to the criteria and weights that have been set.

Discussion

PBB received the highest ranking with a positive Net Flow of 4, indicating high conformity
with the criteria and weights assigned. This indicates that new business development is the best option
according to the analysis using the ELECTRE Method. EPR has a positive Net Flow, earning the second
rank. This indicates that Regional Market Expansion is also a viable alternative, but less suitable than
new business development. Despite having a positive Net Flow, DP ranked third. This indicates that
product diversification is also a viable alternative, but less suitable than new business development.
The EPG alternative has a negative Net Flow, indicating that this strategy may not fully match the
criteria and weights that have been set. With a positive Net Flow, KS is ranked fifth. This indicates that
strategic partnership has the potential to be a profitable alternative for PT Djarum, although not as
strong as new business development and product diversification

4. Conclusion

The application of the ELECTRE Method in the analysis of strategic alternatives for business
development, product diversification, and market expansion of PT Djarum provides the conclusion
that New Business Development (PBB) becomes the best option with the highest Net Flow, reflecting
high conformity with the criteria and weights set. Product Diversification (DP) follows as a viable
alternative, while Global Market Expansion (EPG), Strategic Partnership (KS), and Regional Market
Expansion (EPR) are ranked according to their respective suitability levels. These conclusions provide
strong strategic guidance for PT Djarum in dealing with the dynamics of the cigarette industry and
ensure the business decisions taken support the company's growth and sustainability in a competitive
business environment. A suggestion for future research development is to conduct a more in-depth
study of the factors that influence strategic decisions in the tobacco industry, including regulatory
changes, consumer preferences and global market trends. It is important to further explore alternative
strategy evaluation methods, such as ELECTRE analysis, and adapt them to the rapidly evolving
business context. Expand the scope to include aspects such as risk analysis, social and environmental
impacts of proposed business strategies, as well as macroeconomic factors affecting the cigarette
industry as a whole. So that future research can provide more in-depth and relevant insights to support
more effective strategic decision-making for cigarette companies such as PT Djarum.

References

[1] A. Lubowiecki-Vikuk, A. Dabrowska, and A. Machnik, “Responsible consumer and lifestyle: Sustainability
insights,” Sustain. Prod. Consum., vol. 25, pp. 91-101, 2021.

[2] F. Sudirjo, “Marketing Strategy in Improving Product Competitiveness in the Global Market,” J. Contemp.
Adm. Manag., vol. 1, no. 2, pp. 63-69, 2023.

(3] D. Streimikiene, B. Svagzdiene, E. Jasinskas, and A. Simanavicius, “Sustainable tourism development and
competitiveness: The systematic literature review,” Sustain. Dev., vol. 29, no. 1, pp. 259-271, 2021.

(4] C. Namugenyi, S. L. Nimmagadda, and T. Reiners, “Design of a SWOT analysis model and its evaluation
in diverse digital business ecosystem contexts,” Procedia Comput. Sci., vol. 159, pp. 1145-1154, 2019.

(5] A. W. Steiss, Strategic management for public and nonprofit organizations. Routledge, 2019.

JTI C.I.T, Vol. 15, No. 6 January 2024: 277-283




JTICIT p-ISSN 2337-8646  e-ISSN 2721-561X m 282

(6] K. M. Dirani et al., “Leadership competencies and the essential role of human resource development in
times of crisis: a response to Covid-19 pandemic,” Hum. Resour. Dev. Int., vol. 23, no. 4, pp. 380-394, 2020.
[7] S. J. Kobrin, Managing political risk assessment: Strategic response to environmental change. Univ of

California Press, 2022.

(8] Y. Fernando, C. J. C. Jabbour, and W.-X. Wah, “Pursuing green growth in technology firms through the
connections between environmental innovation and sustainable business performance: does service
capability matter?,” Resour. Conserv. Recycl., vol. 141, pp. 8-20, 2019.

(o] M. Kabeyi, “Organizational strategic planning, implementation and evaluation with analysis of challenges
and benefits,” Int. J. Appl. Res. Stud., vol. 5, no. 6, pp. 27-32, 2019.

[10] Y. A. Alamerew and D. Brissaud, “Circular economy assessment tool for end of life product recovery
strategies,” J. Remanufacturing, vol. 9, no. 3, pp. 169-185, 2019.

[11] Y. H. Hendlin and S. A. Bialous, “The environmental externalities of tobacco manufacturing: A review of

tobacco industry reporting,” Ambio, vol. 49, no. 1, pp. 17-34, 2020.

[12] E. K. Ofori, J. Li, R. Radmehr, J. Zhang, and S. Shayanmehr, “Environmental consequences of ISO 14001 in
European economies amidst structural change and technology innovation: Insights from green
governance dynamism,” J. Clean. Prod., vol. 411, p. 137301, 2023.

[13] E. H. Redda, “Initial impact assessment of Covid-19 on retailing: changing consumer behaviour and retail
trade sales,” J. Contemp. Manag., vol. 18, no. 2, pp. 22-41, 2021.

[14] S. Cao, L. Nie, H. Sun, W. Sun, and F. Taghizadeh-Hesary, “Digital finance, green technological innovation
and energy-environmental performance: Evidence from China’s regional economies,” J. Clean. Prod., vol.
327, P. 129458, 2021.

[15] M. Buheji et al., “The extent of covid-19 pandemic socio-economic impact on global poverty. a global
integrative multidisciplinary review,” Am. J. Econ., vol. 10, no. 4, pp. 213—-224, 2020.

[16] N. Hietschold, R. Reinhardt, and S. Gurtner, “Who put the ‘NO’ in Innovation? Innovation resistance
leaders’ behaviors and self-identities,” Technol. Forecast. Soc. Change, vol. 158, p. 120177, 2020.

[17] J. Lee, T. Suh, D. Roy, and M. Baucus, “Emerging technology and business model innovation: the case of
artificial intelligence,” J. Open Innov. Technol. Mark. Complex., vol. 5, no. 3, p. 44, 2019.

[18] V. Parida, D. Sj6din, and W. Reim, “Reviewing literature on digitalization, business model innovation, and
sustainable industry: Past achievements and future promises,” Sustainability, vol. 11, no. 2. MDPI, p. 301,
2019.

[19] M. Sony and S. Naik, “Critical factors for the successful implementation of Industry 4.0: a review and

future research direction,” Prod. Plan. Control, vol. 31, no. 10, pp. 799-815, 2020.

[20] R. O’Connor, L. M. Schneller, N. J. Felicione, R. Talhout, M. L. Goniewicz, and D. L. Ashley, “Evolution of
tobacco products: recent history and future directions,” Tob. Control, vol. 31, no. 2, pp. 175-182, 2022.

[21] M. De Mooij, “Consumer behavior and culture: Consequences for global marketing and advertising,”
Consum. Behav. Cult., pp. 1-472, 2019.

[22] X. Yue, B. Huo, and Y. Ye, “The impact of coercive pressure and ethical responsibility on cross-functional
green management and firm performance,” J. Bus. Ind. Mark., vol. 38, no. 5, pp. 1015-1028, 2023.

[23] S. Suryadi, F. Fatahurazak, O. Adhayanto, and B. Arianto, “Strategic Study on The Business Development
of Regional Owned Enterprises in Tanjungpinang City,” Golden Ratio Mark. Appl. Psychol. Bus., vol. 2, no.
2, pp. 108-129, 2022.

[24] G. Fuertes, M. Alfaro, M. Vargas, S. Gutierrez, R. Ternero, and J. Sabattin, “Conceptual framework for the
strategic management: a literature review—descriptive,” J. Eng., vol. 2020, pp. 1-21, 2020.

[25] N. A. Morgan, K. A. Whitler, H. Feng, and S. Chari, “Research in marketing strategy,” J. Acad. Mark. Sci.,
vol. 47, pp. 4-29, 2019.

[26] C.J. Collins, “Expanding the resource based view model of strategic human resource management,” Int. J.
Hum. Resour. Manag., vol. 32, no. 2, pp. 331-358, 2021.

[27] D.]. Teece, “Hand in glove: Open innovation and the dynamic capabilities framework,” Strateg. Manag.
Rev., vol. 1, no. 2, pp. 233-253, 2020.

[28] P. F. L. R. H. Zer, A. P. Windarto, and A. Wanto, “Analysis of the ELECTRE Method on the Selection of
Student Creativity Program Proposals,” in Journal of Physics: Conference Series, 2019, vol. 1255, no. 1, p.
12011.

[29]  A.Jahan and E. K. Zavadskas, “ELECTRE-IDAT for design decision-making problems with interval data
and target-based criteria,” Soft Comput., vol. 23, no. 1, pp. 129-143, 2019.

[30] L. Fei, J. Xia, Y. Feng, and L. Liu, “An ELECTRE-based multiple criteria decision making method for
supplier selection using Dempster-Shafer theory,” IEEE Access, vol. 7, pp. 84701-84716, 2019.

[31] Z. Chen, X. Wang, J. Peng, H. Zhang, and J. Wang, “An integrated probabilistic linguistic projection

Application of ELECTRE method in business strategic planning: analysis of development, diversification, and
market expansion alternatives (Bayu Setyawan, et al)



283 o p-ISSN 2337-8646 e-ISSN 2721-561X

method for MCGDM based on ELECTRE III and the weighted convex median voting rule,” Expert Syst.,
vol. 37, no. 6, p. e12593, 2020.

JTI C.I.T, Vol. 15, No. 6 January 2024: 277-283




