Exhibit 6-9: Rationales and Relative Risks of Expansion of Scope Strategic Alternatives

Strategy

Related Diversification

Unrelated Diversification

Backward Vertical
Integration

Forward Vertical
Integration

Market Development
{(geographic and
segment)

Product Development
(product line and
product enhancement)

Penetration
{(promotion,
distribution,
and pricing)

Relative Risk

Moderate

High

High

High

Moderate

Moderate

Moderate

Rationale

« Pursuit of high-growth markets
Entering less-regulated segments
Cannot achieve current objectives
Synergy is possible from new business
Offset seasonal or cyclical influences

.

Pursuit of high-growth markets

Entering less-regulated segments

Cannot achieve current objectives

Current markets are saturated or in decline
Organization has excess cash

Antitrust regulations prohibit expansion in current
industry

Tax loss may be acquired

Control the flow of patients through the system
Scarcity of raw materials or essential
inventory/supplies

Deliveries are unreliable

Lack of materials or supplies will shut down operations
Price or quality of materials or supplies variable
Industry/market seen as profitable for long term

.

Control the flow of patients through the system

Faster delivery required

High level of coordination required between one stage
and another — secure needed resources
Industry/market seen as profitable for long term

Gain bargaining power

« New markets are available for present products
Provide comprehensive services across the market
(focus factory)

New markets may be served efficiently

Expected high revenues

Organization has cost leadership advantage
Organization has differentiation advantage
Current market is growing

Currently in strong market but product is weak or
product line incomplete

Market tastes are changing

Product technology is changing

Maintenance or creation of differentiation advantage

Present market is growing

Product/service innovation will extend product life
cycle (PLC)

Expected revenues are high

Organization has cost leadership advantage
Organization has differentiation advantage
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