SWOT ANALYSIS
DEFINITIONS AND QUESTIONS


	When conducting strategic planning for any company or organization, it is useful to complete an analysis that takes into account not only your own business, but your competitor’s businesses and the current business environment as well.  Completing a SWOT analysis helps you identify ways to minimize the effect of weaknesses in your organization while maximizing your strengths.  

	You can develop a basic SWOT analysis in a brainstorming session with members of your organization/company, or by yourself if you are a one-person shop.  To begin a basic SWOT analysis, create four lists, one for each of the following SWOT components.  Then, begin filling in the lists.


INTERNAL ANALYSIS: STRENGTHS AND WEAKNESSES


 A manager must begin to think in terms of what the firm can do well and where it may have deficiencies.  Strengths and weaknesses exist internally within a firm, or in key relationships between the firm and its customers.  The SWOT analysis must be customer focused to gain maximum benefit.  A strength is really meaningful only when it is useful in satisfying the needs of a customer.  

When writing down strengths, it is imperative that they be considered from both the view of the firm as well as from the customers that are dealt with.  These strengths should be realistic and not modest.

A customer focused SWOT may uncover a firm’s potential weaknesses.  Although some weaknesses may be harmless, those that relate to specific customer needs should be minimized it at all possible.  Weaknesses should also be considered from an internal and external viewpoint.  It is important that the listing of an organizations weakness is truthful so that they may be overcome as quickly as possible.   A well-developed list of weaknesses should be able to answer a few questions.  What can be improved? What is done poorly?  What should be avoided?

The role of the internal portion of SWOT is to determine where resources are available or lacking so that strengths and weaknesses can be identified.  The manager then can develop strategies to overcome the organization’s weaknesses, or find ways to minimize the negative effects of these weaknesses.


STRENGTHS:  Think about what your organization/company does well.

	What makes you stand out from your competitors?
	What advantages do you have over other businesses?
	What relevant resources do you have access to?
	What do other people see as your strengths?


	
WEAKNESSES:  List the areas that are a struggle.  Weaknesses should be looked at in order to convert them to strengths.

	What do your members/customers complain about?
	What do you do badly?
	What could you improve?
	What should you avoid?
	Are your competitors doing any better than you?
	Do other people seem to perceive weaknesses that you do not see?	

For example, a strength could be your special marketing expertise.  A weakness could be a lack of a new product.


EXTERNAL ANALYSIS: OPPORTUNITIES AND THREATS


OPPORTUNITIES:  Try to uncover areas where your strengths are not being fully utilized.   Look externally for areas your competitors are not fully covering, then go a step further and see how to match these to your internal strengths.  Look at your strengths and see if they open up any opportunities.  Alternatively, look at your weaknesses and ask yourself whether you could open up opportunities by eliminating them.

	Are there emerging trends that fit with your organization’s strengths?
	Is there a product/service area that you could do well in but are not yet
	     competing?

Useful opportunities can come from such things as:

	Changes in technology and markets on both a broad and narrow scale
	Changes in government policy related to your field
	Changes in social patterns, population profiles, lifestyle changes
	Local events


THREATS:  Look both inside and outside of your organizations for things that could damage your business.  Threats should be converted into opportunities.

	Internally, do you have financial, development, or other problems?
	Externally, are your competitors becoming stronger?
	Are there emerging trends that amplify one of your weaknesses?
	Do you see other threats to your company’s success? 
	Are your competitors becoming stronger?
	Are there emerging trends that amplify one of your weaknesses?
	Could any one of your weaknesses seriously threaten your business?
	 

	For example, an opportunity could be changing consumer lifestyles that could potentially increase the demand for your product or service.  A threat could be a new competitor is an important existing market or a technological change that makes existing products potentially obsolete.


SWOT ANALYSIS 
KEY AREAS TO CONSIDER / EVALUATE



INTERNAL ANALYSIS:  

The SWOT analysis summarizes the internal factors of the firm as a list of strengths and weaknesses.  Factors should be evaluated across the organization in areas such as:

· Company culture
· Company image
· Organizational structure
· Key staff
· Access to natural resources
· Position on the experience curve
· Operational efficiency
· Operational capacity
· Brand awareness
· Market share
· Financial resources
· Exclusive contracts
· Technological skills
· Patents and trade secrets



EXTERNAL ANALYSIS:

The SWOT analysis summarizes the external factors of the organization as a list of opportunities and threats.

· Customers
· Competitors
· Market trends
· Suppliers
· Partners
· Social changes
· New technology
· Economic environment
· Political and regulatory environment
· New customer tastes



TYPICAL EXAMPLES OF FACTORS IN A SWOT ANALYSIS


	
Strengths

- specialist marketing expertise
- exclusive access to natural resources
- patents
- new, innovative product or service
- location of your business
- cost advantage through proprietary
  know how
- quality processes and procedures
- strong brand or reputation
- technological skills
- customer loyalty
- production quality
- scale
- management
- resources, assets, people
- experience, knowledge, data
- financial reserves, likely returns
- location and geographical
- cultural, attitudinal, behavioral
- price, value, quality

	
Weaknesses

- lack of marketing expertise
- undifferentiated products/services
- location of your business
- competitors have superior access to
  distribution channels
- poor quality goods/services
- damaged reputation, presence, reach
- absence of important skills
- low customer retention
- unreliable product/service
- sub-scale
- management
- financials
- timescales, deadlines, pressures
- cash flow, start-up cash drain
- morale, commitment, leadership
- reliability of data, plan predictability

	
Opportunities

- developing markets
- mergers, joint ventures, strategic alliances
- moving into new market segments
- a new international market
- loosening of regulations
- removal of international trade barriers
- market led by weak competitor
- changing customer tastes
- technological advances
- changes in government policy
- lower personal taxes
- change in population age-structure
- new markets, 
- partnerships
- seasonal, weather, fashion
  influences
	
Threats

- new competitor in your home market
- price war
- competitor has new, innovative substitute
  product or service
- new regulations
- increased trade barriers
- taxation may be introduced on your
  product or service
- changing customer tastes
- technological advances
- changes in government policy
- change in population age-structure
- market demand
- environmental effects
- political effects
- loss of key staff
- sustainable financial backing
- economy – home, abroad
- seasonality, weather effects
- vital contracts and partners





SWOT ANALYSIS EXAMPLE

This SWOT analysis example is based on an imaginary situation.  The scenario is based on a business-to-business manufacturing company, who historically rely on distributors to take their products to the end user market.  The opportunity, and the subject for the SWOT analysis, is for the manufacturer to create a new company of its own to distribute its products direct to certain end-user sectors, which are not being covered or developed by its normal distributors.

SUBJECT OF SWOT ANALYSIS EXAMPLE:  the creation of own distributor company to access new end-user sectors not currently being developed.

	
Strengths

- end user sales control and direction
- right products, quality and reliability
- superior product performance vs. 
  competitors
- better product life and durability
- spare manufacturing capacity
- some staff have experience of end-user
  sector
- have customer lists
- direct delivery capability
- product innovations ongoing
- can serve existing sites
- processes and IT should cope
- management is committed and confident
	
Weaknesses

- customer lists not tested
- some gaps in range for certain sectors
- we would be a small player
- no direct marketing experience
- we cannot supply end-users abroad
- need more sales people
- limited budget
- no pilot or trial done yet
- don’t’ have a detailed plan yet
- delivery-staff need training
- customer service need training
- processes and systems
- management cover insufficient

	
Opportunities

- could develop new products
- local competitors have poor products
- profit margins will be good
- could extend to overseas
- new specialist applications
- can surprise competitors
- support core business economies
- cook seek better supplied deals
	
Threats

- legislation could impact
- environmental effects would favor
  larger companies
- existing core business distribution risk
- market demand very seasonal
- retention of key staff critical
- could distract from core business
- possible negative publicity
- vulnerable to reactive attack by major
  competitors
- price war





SWOT ANALYSIS EXAMPLE



A start-up small consultancy business might carry out the following SWOT analysis:

Strengths:

· We are able to respond very quickly as we have no red tape, no need for higher management approval, etc.
· We are able to give really good customer care, as the current small amount of work means we have plenty of time to devote to our customers.
· Our lead consultant has a strong reputation within the market
· We can change direction quickly if we find that our marketing is not working
· We have little overhead, so can offer good value to customers.

Weaknesses:

· Our company has no market presence or reputation
· We have a small staff with a shallow skills base in many areas
· We are vulnerable to vital staff being sick, leaving, etc.
· Our cash flow will be unreliable in the early stages

Opportunities:

· Our business sector is expanding, with many future opportunities for success
· Our local council wants to encourage local businesses with work where possible
· Our competitors may be slow to adopt new technologies

Threats:

· Will developments in technology change this market beyond our ability to adapt?
· A small change in focus of a large competitor might wipe out any market position we achieve.



CONCLUSION:  Consultancy might therefore decide to specialize in rapid response, good value services to local businesses.  Marketing would be in selected local publication to get the greatest possible market presence for a set advertising budget.  The consultancy should keep up-to-date with changes in technology where possible.



San Luis Valley Development Resources Group (SLVDRG)
SWOT ANALYSIS EXERCISE


DIRECTIONS.  Read the information below.  Image that you are the San Luis Valley Development Resource Group.  You want to do the SWOT analysis because you need to revise your 10 year strategic plan.  (1) Using the information contained in the paragraphs below, identify the strengths, weaknesses, opportunities and threats of the SLV on the SWOT Matrix provided.  (2) Select 2 weaknesses and convert them into strengths.

This mission of the San Luis Valley Development Resources Group (SLVDRG) is to plan for, design, and implement economic and community development programs, strategies and activities to create jobs, improve income, diversify the regional economy, and strengthen local economic potentials. They manage the San Luis Valley (SLV) Economic Enterprise Zone and the Revolving Loan Fund for local small business development.  The SLVDRG provides statistical and demographic information to government agencies and businesses.  SLVDRG also provides a wide range of cooperative and collaborative services to government agencies and non-profit organizations.

[bookmark: _GoBack]The people are self-sufficient and the quality of life attracts retirees.  The SLV was settled in the 1600s and many early customs are still evident today in historic churches, the arts, and religious festivals..  There is a fierce community spirit about protecting their resources, especially water.  The valley is beautiful, set between two mountain ranges at 7000 feet, with many natural resources, but there is little infrastructure (hotels, shops, etc) to entice the recreation visitor to stay.  The median cost of housing is below the state average, yet there is uncontrolled growth due to lack of planning.  

The economy is weak, stagnant.  The youth are leaving because there are no jobs.  Because the valley is so isolated, it is difficult to communicate with outsiders.  Telecommunication service is slow to come to the valley.  Tax base is low, and there is a need for development in health care services.

Because of the abundant natural resources, tourism could be expanded.  Outdoor recreation opportunities abound.  Given the current trend in telecommuting, the SLV valley is an ideal spot for cottage industry and small businesses.  Agriculture is the historic heart of the valley, but is being threatened by a seven year drought and encroaching development.  Without water, the agriculture sector will not survive, neither will the communities.  Other threats to agriculture include a decline in family ranches, low commodity prices, and speculative real estate buyers.

The high altitude of the valley lends itself to specialized crop development, a high-altitude marathon training center, and search and rescue training conferences.  The existing recreational opportunities are not well developed, but could easily be expanded.  Some examples would be trophy fishing operations, guided tours, and bird watching tours.






SWOT MATRIX


	
STRENGTHS
	
WEAKNESSES

	
OPPORTUNITIES
	
STRENGTHS
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