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Manual for doing SWOT Analysis

A first-rate SWOT analysis provides the basis for crafting a strategy that capitalizes on the company’s resources, aims squarely at capturing the company’s best opportunities, and defends against the threats to its well - being.
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Meaning

SWOT Analysis, is a strategic planning tool used to evaluate the Strengths, Weaknesses, Opportunities, and Threats involved in a project or in a business venture

· Strengths: attributes of the organization that are helpful to achieving the objective. 

· Weaknesses: attributes of the organization that are harmful to achieving the objective. 

· Opportunities: external conditions that are helpful to achieving the objective. 

· Threats: external conditions that are harmful to achieving the objective. 

(Source: - Book of Costing management)

SWOT analysis involves more than making four lists. The two most important parts of SWOT analysis are drawing conclusions from the SWOT listings about the company's overall situation, and acting on those conclusions to better match the company’s strategy to its resource strengths and market opportunities, to correct the important weaknesses, and to defend against external threats. Figure 4.2 shows the three steps of SWOT analysis. 

Just what story the SWOT analysis tells about the company's overall situation is of​ten revealed in the answers to the following sets of questions. 

· Does the company have an attractive set of resource strengths? Does it have any strong core competencies or a distinctive competence? Are the company's strengths and capabilities well matched to the industry key success factors? Do they add ad​equate power to the company's strategy, or are more or different strengths needed? Will the company's current strengths and capabilities matter in the future? 

· How serious are the company's weaknesses and competitive deficiencies? Are they mostly inconsequential and readily correctable, or could one or more prove fatal if not remedied soon? Are some of the company's weaknesses in areas that relate to the industry's key success factors? Are there any weaknesses that if uncorrected, would keep the company from pursuing an otherwise attractive opportunity? Does the company have important resource gaps that need to be filled for it to move up in the industry rankings and/or boost its profitability? 

· Do the company's resource strengths and competitive capabilities (its competitive assets) outweigh its resource weaknesses and competitive deficiencies (its com​petitive liabilities) by an attractive margin? 

· Does the company have attractive market opportunities that are well suited to its resource strengths and competitive capabilities? Does the company lack the re​sources and capabilities to pursue any of the most attractive opportunities? 

· Are the threats alarming, or are they something the company appears able to deal with and defend against? 

· All things considered, how strong is the company's overall situation? Where on a scale of 1 to 10 (where 1 is alarmingly weak and 10 are exceptionally strong) should the firm's position and overall situation be ranked? What aspects of the company's situation are particularly attractive? What aspects are of the most concern? 

Purpose

The aim of any SWOT analysis is to identify the key internal and external factors that are important to achieving the objective. SWOT analysis groups key pieces of information into two main categories:

· Internal factors – The strengths and weaknesses internal to the organization. 

· External factors – The opportunities and threats presented by the external environment. 

End use 

The SWOTs are used as inputs to the creative generation of possible strategies, by asking and answering each of the following four questions, many times:

· How can we Use each Strength? 

· How can we Stop each Weakness? 

· How can we Exploit each Opportunity? 

· How can we Defend against each Threat? 

The final piece of SWOT analysis is to translate the diagnosis of the company's sit​uations into actions for improving the company's strategy and business prospects. 

The following questions point to implications the SWOT listings have for strategic action: 

· Which competitive capabilities need to be strengthened immediately (so as to add greater power to the company's strategy and boost sales and profitability)? Do new types of competitive capabilities need to be put in place to help the company bet​ter respond to emerging industry and competitive conditions? Which resources and capabilities need to be given greater emphasis, and which merit less emphasis? Should the company emphasize leveraging its existing resource strengths and ca​pabilities, or does it need to create new resource strengths and capabilities? 

· What actions should be taken to reduce the company's competitive liabilities? 

Which weaknesses or competitive deficiencies are in urgent need of correction? 

· Which market opportunities should be top priority in future strategic initiatives (because they are good fits with the company's resource strengths and competitive capabilities, present attractive growth and profit prospects, and/or offer the best potential for securing competitive advantage)? Which opportunities should be ig​nored, at least for the time being (because they offer less growth potential or are not suited to the company's resources and capabilities)? 

· What should the company be doing to guard against the threats to its well-being? 

· A company's resource strengths should generally form the cornerstones of strategy because they represent the company's best chance for market success. As a rule, strate​gies that place heavy demands on areas where the company is weakest or has unproven ability are suspect and should be avoided. If a company doesn't have the resources and competitive capabilities around which to craft an attractive strategy, managers need to take decisive remedial action either to upgrade existing organizational resources and capabilities and add others as needed or to acquire them through partnerships or strate​gic alliances with firms possessing the needed expertise. Plainly, managers have to look toward correcting competitive weaknesses that make the company vulnerable, hold profitability, or disqualify it from pursuing an attractive opportunity. 

· At the same time, sound strategy making requires sifting through the available market opportunities and aiming strategy at capturing those that are most attractive and suited to the company's circumstances. Rarely does a company have the resource depth to pursue all available market opportunities simultaneously without spreading itself too thin. In deciding how much attention to devote to defending against external threats to the company's market position and future performance, managers must determine how

(Source:- Book of Crafting & Executing Strategy)

Pre- Visit Study

Before starting the SWOT please study the following about the company & industry:-

1. Annual accounts of the company for last years. Pay special emphasis on Management discussion & Analysis

2. Visit the company’s website

3. Study material about the industry 

a. from association websites, like ACMA for auto component industry,

b. from prospectus of companies in similarly industry ( can be obtained from website of SEBI or stock exchanges)

c. from data websites  like moneypore, sharekahna , MCA etc.

 to ascertain the key factors 

In House Discussion 

Organize an in house discussion with BGJC team to discuss the work plan and validate the key factors for the company and industry like:-

1. Should the SWOT exercise be done in group or one to one basis?

2. If one to one basis then it will be time consuming so what should I do?

3. If in group then how should I make the group? What should be the criteria? Whether it will be level wise or business wise?

4. What should I deliver in the end?

5. What is the timeline for it?

6. Take inputs from the team about the industry 

Methodology 

a. Planning – 

One to One Vs Groups
· The user would have to do a pre-visit and ascertain whether the culture in the organization  is that there is :-

i. Hesitancy between employees  due to lack in clarity in thought/ knowledge

ii. No openness in the organization about accepting weaknesses/ sharing opportunities

iii. Lack of confidence in key staff.

· If the user finds that the organization has all or any of the above traits then, it is advisable that SWOT be carried out on one to one basis with each person otherwise SWOT may be carried out on one to one basis at senior level and in groups at middle and junior level

· Groups may be so formed that the people share their views openly and frankly say according to the hierarchical levels

b. Actual execution

· It is advisable that first direct questions are asked like the following 

i. What are the organization’s Strength? 

ii. What are the organization’s Weakness? 

iii. What are the Opportunities for the organization? 

iv. What are the Threats for the organization?  

· Note down all the noting in Annexure A

· In case the noting are not satisfactory then help the target by prompting using following ques

· Strength can be
· What extra we have as compared to our good competitors?
· Can it contribute to performance of the organization or can it be a driver for performance?
· Which just cannot be bought should not be a resource. If somebody wants to copy the same, time and efforts would be need
· Weakness can be the strength of competitors
· Opportunities may be  
· Based on strengths
· Based on external factors like related to market, political factors, geographical location, product, customer, change in preference of people etc.
· Threats are the things, which if not addressed now, would lead to loss of business/ market share/ profits etc. I can be based on weakness or external factors
c. Validation 

Validate the inputs (Annexure A )based on the following tests

· What Is the Competitive Power of Resource Strength?
It is not enough to simply compile a list of a company's resource strengths and competitive ca​pabilities. What is most telling about a company's strengths, individually and collec​tively, is how powerful they are in the marketplace. The competitive power of a company strength is measured by how many of the following four tests it can pass:-

· Is the resource strength hard to copy? The more difficult and more expensive it is to imitate a company's resource strength, the greater its potential competitive value. Resources tend to be difficult to copy when they are unique (a fantastic real estate location, patent protection); when they must be built over time in ways that are dif​ficult to imitate (a brand name, mastery of a technology); and when they carry big capital requirements (a cost-effective plant to manufacture cutting-edge micro​processors). Wal-Mart's competitors have failed miserably in their attempts over the past two decades to match Wal-Mart's super efficient state-of-the-art distribution and store operations capabilities. Hard-to-copy strengths and capabilities are valu​able competitive assets, adding to a company's market prowess and contributing to sustained profitability. 

· Is the resource strength durable-does it have staying power? The longer the com​petitive value of a resource lasts, the greater its value. Some resources lose their clout in the marketplace quickly because of the rapid speeds at which technologies or industry conditions are moving. The value of Eastman Kodak's resources in film and film processing is rapidly being undercut by the growing popularity of digital cameras. The investments that commercial banks have made in branch offices is a rapidly depreciating asset because of growing use of direct deposits, automated teller machines, and telephone and Internet banking options. 

· Is the resource really competitively superior? Companies have to guard against pride fully believing that their core competencies are distinctive competencies or that their brand name is more powerful than the brand names of rivals. Who can re​ally say whether Coca-Cola's consumer marketing know-how is better than Pepsi Cola’s or whether the Mercedes-Benz brand name is more powerful than that of BMW or Lexus? 

· Can the resource strength be trumped by the different resource strengths and com​petitive capabilities of rivals? Many commercial airlines (American Airlines, Delta Airlines, Continental Airlines, Singapore Airlines) have attracted large num​bers of passengers because of their resources and capabilities in offering safe, con​venient, reliable air transportation services and in providing an array of amenities to passengers. However, Southwest Airlines has consistently been a more prof​itable air carrier because it provides safe, reliable, basic services at radically lower fares. The prestigious brand names of Cadillac and Lincoln have faded in the mar​ket for luxury cars because Mercedes, BMW; Audi, Lexus, Acura, and Infiniti have introduced the most appealing luxury vehicles in recent years. Amazon.com is putting a big dent in the business prospects of brick-and-mortar bookstores; like​wise, Wal-Mart (with its lower prices) is putting major competitive pressure on Toys "R" Us, at one time the leading toy retailer in the United States, and on tra​ditional supermarket chains like Kroger, Albertson's, and Safeway, which have struggled to hold their own against Wal-Mart's march into supermarket retailing (where it now is the market leader). 

The vast majority of companies are not well endowed with competitively valuable re​sources, much less with competitively superior resources capable of passing all four tests with high marks. Most firms have a mixed bag of resources-one or two quite valuable, some good, many satisfactory to mediocre. Only a few companies, usually the strongest industry leaders or up-and-coming challengers, possess a distinctive com​petence or competitively superior resource. 

But even if a company doesn't possess a competitively superior resource, it can still marshal potential for winning in the marketplace. Sometimes a company derives significant competitive vitality, maybe even competitive advantage, from a collection of good-to-adequate resources that collectively have competitive power in the market​place. Toshiba's laptop computers were the global market leader throughout most of the 1990s-an indicator that Toshiba had competitively valuable resource strengths. Yet Toshiba's laptops were not demonstrably faster than rivals' laptops; nor did they have bigger screens, more memory, longer battery power, a better point​ing device, or other superior performance features; nor did Toshiba provide clearly superior technical support services to buyers of its laptops. Further, Toshiba laptops were definitely not cheaper, model for model, than the com​parable models of its rivals, and they seldom ranked first in the overall per​formance ratings done by various organizations. Rather, Toshiba's market share leadership stemmed from a combination of good resource strengths and capabilities-its strategic partnerships with suppliers of laptop compo​nents, efficient assembly capability, design expertise, skills in choosing quality components, a wide selection of models, the attractive mix of built-in performance features found in each model when balanced against price, the better-than-average reliability of its models (based on buyer ratings), and good technical support services (based on buyer ratings). The verdict from the marketplace was that PC buyers consid​ered Toshiba laptops to be better, all things considered, than competing brands. (More recently, however, Toshiba has been overtaken by Dell Computer, the present global leader in laptop PCs.) 

· Identifying Company Resource Weaknesses and Competitive Deficiencies 
A weakness, or competitive deficiency, is something a company lacks or does poorly (in comparison to others) or a condition that puts it at a disadvantage in the marketplace. 

A company's weaknesses can relate to

· Inferior or un​proven skills, expertise, or intellectual capital in competitively important ar​eas of the business; 

· Deficiencies in competitively important physical, organizational, or intangible assets; or 

· Missing or competitively inferior capabilities in key areas. 

Internal weaknesses are thus shortcomings in a ​company's complement of resources and represent competitive liabilities. Nearly all companies have competitive liabilities of one kind or another. Whether a company's resource weaknesses make it competitively vulnerable depends on how much they matter in the marketplace and whether they are offset by the company's resource strengths. 

· Identifying Company Market Opportunities

Market opportunity is a big factor in shaping a company's strategy. Indeed, managers can't properly tailor strategy to the company's situation without first identifying its op​portunities and appraising the growth and profit potential each one holds. Depending on the prevailing circumstances, a company's opportunities can be plentiful or scarce and can range from wildly attractive (an absolute "must" to pursue) to marginally interesting (because the growth and profit potential are questionable) to unsuitable (be​cause there's not a good match with the company's strengths and capabilities). 

In evaluating a company's market opportunities and ranking their attractiveness, managers have to guard against viewing every industry opportunity as a company opportunity. Not every company is equipped with the resources to successfully A company is well advised to pursue each opportunity that exists in its industry. Some companies are more pass on a particular market opportunities most relevant to a company are those that match up well with the company’ financial and organizational resource capabilities offer the best growth and profitability, and present the most potential for competitive advantage. 

· Identifying Threats to a Company)s Future Profitability

Often, certain factors in a company's external environment pose threats to its profitabil​ity and competitive well-being. Examples of threats include the emergence of cheaper or better technologies, rivals' introduction of new or improved products, lower-cost foreign competitors' entry into a company's market stronghold, new regulations that may be more burdensome to a company than to its competitors, vulnerability to a rise in interest rates, the potential of a hostile takeover, unfavorable demographic shifts, adverse changes in foreign exchange rates, political upheaval in a foreign country where the company has fa​cilities, and so on  External threats may pose no more than a moderate degree of adversity (all companies confront some threatening elements in the course of doing business), or they may be so imposing as to make a company's situa​tion and outlook quite tenuous. It is management's job to identify the threats to the company's future profitability and to evaluate what strategic actions can be taken to neutralize or lessen their impact.

(Source:- Book of Crafting & Executing Strategy)

d. Finalize the SWOT with the target (use format in Ann A)

[image: image1.wmf]

e. Consolidation

Consolidate the SWOT for all the sources to arrive at final SWOT (use format in annexure A)

f. In house discussion

Organize an In house discussion with the BGJC team on consolidated SWOT , revalidate and finalize the same 

g. Validation

Re- validate the consolidated SWOT with the team of the organization based on above validation technique to derive the final SWOT 

Things to be remember 
1. SWOTs should not exist in the abstract. They can exist only with reference to an objective.

2. Be specific & to the point as far as possible

3.  If the desired end state is not openly defined and agreed upon, the participants may have different end states in mind and the results will be ineffective. 

4. Opportunities external to the company are often confused with strengths internal to the company. They should be kept separate. 

5. SWOTs are sometimes confused with possible strategies. SWOTs are descriptions of conditions, while possible strategies define actions.

6. The usefulness of SWOT analysis is not limited to profit-seeking organizations. SWOT analysis may be used in any decision-making situation when a desired end-state (objective) has been defined.

7. While taking inputs from the targets do not seek too much clarifications, once the target has finished then only have a discussion or seek clarification

Delivery  

The report may be delivered in format as suggested in Annexure 
Examples – for reference

	Potential Resource Strengths & Competitive Capabilities  

· A powerful strategy

· Core competency in ………..

· A distinctive competence in 

_ 

· A product that is strongly differentiated from those of rivals

· Competencies & capabilities that are well matched to industry KFS

· An attractive customer base

· Strong advertising & Promotions

· A strong financial condition; ample financial resources to grow the business 

· Strong brand-name image/company reputation 

· Economy of scale and/or learning and experience curve advantages over rivals 

· Proprietary technology/superior technological skills/ 

important patents 

· Superior intellectual capital relative to key rivals 

· Cost advantages over rivals 

· Product innovation capabilities 

· Proven capabilities in improving production processes 

· Good supply chain management capabilities 

· Good customer service capabilities 

· Better product quality relative to rivals 

· Wide geographic coverage and/or strong global distribution capability 

· Alliances/joint ventures with other firms that provide access to valuable technology, competencies, and/or attractive geographic markets 
	Potential Resource Weakness & Competitive Deficiencies

· No clear strategic direction 

· Resources that are not well matched to industry key 

success factors 

· No well-developed or proven core competencies 

· A weak balance sheet; too much debt 

· Higher overall unit costs relative to key competitors 

· Weak or unproven product innovation capabilities 

· A product/service with ho-hum attributes or features 

inferior to those of rivals 

· Too narrow a product line relative to rivals 

· Weak brand image or reputation 

· Weaker dealer network than key rivals and/or lack of adequate global distribution capability 

· Behind on product quality, R&D, and/or technological 

know-how 

· In the wrong strategic group 

· Losing market share because 
_ 

· Lack of management depth 

· Inferior intellectual capital relative to leading rivals 

· Sub par profitability because 
_ 

· Plagued with internal operating problems or obsolete facilities 

· Behind rivals in e-commerce capabilities 

· Short on financial resources to grow the business and pursue promising initiatives 

· Too much underutilized plant capacity 

	Potential Market Opportunities

· Openings to win market share from rivals 

· Sharply rising buyer demand for the industry's product 

· Serving additional customer groups or market segments 

· Expanding into new geographic markets 

· Expanding the company's product line to meet a broader range of customer needs 

· Utilizing existing company skills or technological know- 

how to enter new product lines or new businesses 

· Online sales 

· Integrating forward or backward 

· Falling trade barriers in attractive foreign markets 

· Acquiring rival firms or companies with attractive technological expertise or capabilities 

· Entering into alliances or joint ventures that can expand the firm's market coverage or boost its competitive capability 

· Openings to exploit emerging new technologies 
	Potential Threats to the well being of the organization

· Increasing intensity of competition among industry 

rivals-may squeeze profit margins 

· Slowdowns in market growth 

· Likely entry of potent new competitors 

· Loss of sales to substitute products 

· Growing bargaining power of customers or suppliers 

· A shift in buyer needs and tastes away from the industry's product 

· Adverse demographic changes that threaten to curtail demand for the industry's product 

· Vulnerability to industry driving forces 

· Restrictive trade policies on the part of foreign governments 

· Costly new regulatory requirements 

· 


A SWOT carried out on a Human Resource Department may look like this:

	Strengths
	Weaknesses
	Opportunities
	Threats

	Developed techniques for dealing with major areas of HR, job evaluation, psychometric testing and basic training
	Reactive rather than pro-active; needs to be asked rather than developing unsolicited ideas
	New management team, wanting to improve overall organizational effectiveness through organizational development and cultural management programs
	HR contribution not recognized by top management who by-pass it by employing external consultants


A SWOT carried by an individual manager could look like this:

	Strengths
	Weaknesses
	Opportunities
	Threats

	Enthusiasm, energy, imagination, expertise in subject area, excellent track record in specialized area
	Not good at achieving results through undirected use of personal energies, trouble at expressing themselves orally and on paper – may have ideas but these come over as incoherent, management experience and expertise limited
	More general management opportunities requiring development of new managers
	De-centralization having the effect of removing departments where the individual is employed and eliminating middle management layers to form flatter structure of organization


Using SWOT to analyze the market position of a small management consultancy 

	Strengths
	Weaknesses
	Opportunities
	Threats

	Reputation in marketplace
	Shortage of consultants at operating level rather than partner level
	Well established position with a well defined market niche.
	Large consultancies operating at a minor level

	Expertise at partner level in HRM consultancy
	Unable to deal with multi-disciplinary assignments because of size or lack of ability
	Identified market for consultancy in areas other than HRM
	Other small consultancies looking to invade the marketplace

	Track record – successful assignments
	
	
	


Annexure A

	Criteria Examples


	Strengths
	Weakness
	Criteria Examples



	· Advantages of proposition? 

· Capabilities? 

· Competitive advantages? 

· USP's (unique selling points)? 

· Resources, Assets, People? 

· Experience, knowledge, data? 

· Financial reserves, likely returns? 

· Marketing - reach, distribution, awareness? 

· Innovative aspects? 

· Location and geographical? 

· Price, value, quality? 

· Accreditations, qualifications, certifications? 

· Processes, systems, IT, communications? 

· Cultural, attitudinal, behavioral? 

· Management cover, succession?

· Philosophy and values?
	· 
	· 
	· Disadvantages of proposition? 

· Gaps in capabilities? 

· Lack of competitive strength? 

· Reputation, presence and reach? 

· Financials? 

· Own known vulnerabilities? 

· Timescales, deadlines and pressures? 

· Cash flow, start-up cash-drain? 

· Continuity, supply chain robustness? 

· Effects on core activities, distraction? 

· Reliability of data, plan predictability? 

· Morale, commitment, leadership? 

· Accreditations, etc? 

· Processes and systems, etc? 

· Management cover, succession?

	
	
	
	

	Criteria Examples


	Opportunities
	Threats
	Criteria Examples



	
	
	
	

	· Market developments? 

· Competitors' vulnerabilities? 

· Industry or lifestyle trends? 

· Technology development and innovation? 

· Global influences? 

· New markets, vertical, horizontal? 

· Niche target markets? 

· Geographical, export, import? 

· New USP's? 

· Tactics: e.g., surprise, major contracts? 

· Business and product development? 

· Information and research? 

· Partnerships, agencies, distribution? 

· Volumes, production, economies? 

· Seasonal, weather, fashion influences?
	· 
	· 
	· Political effects? 

· Legislative effects? 

· Environmental effects? 

· IT developments? 

· Competitor intentions - various? 

· Market demand? 

· New technologies, services, ideas? 

· Vital contracts and partners? 

· Sustaining internal capabilities? 

· Obstacles faced? 

· Insurmountable weaknesses? 

· Loss of key staff? 

· Sustainable financial backing? 

· Economy - home, abroad?
· Seasonality, weather effects?  




Annexure B

Report on SWOT Analysis of M/s……………………………….

Methodology adopted (in brief):-

Should cover the following points:-

1. The people with whom interacted

2. Mode of interaction

3. Method of validation

SWOT 

	Strengths


	Weakness

	Opportunities


	Threats


Disclaimer

The above SWOT is based on discussions with your team 
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