SWOT Analysis
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SWOT analysis (or SWOT matrix) is a strategic planning technique used to help
a person or organization identify strengths, weaknesses, opportunities, and threats
related to business competition or project planning.

Albert Humphrey, who led a convention at the Stanford Research Institute
(now SRI International) in the 1960s and 1970s using data from Fortune 500
companies.

SWOT is Described as Strengths and weakness are frequently internally-related,
while opportunities and threats commonly focus on the external environment. The
name is an acronym for the four parameters the technique examines:

1. Strengths

Strengths in SWOT analysis are the attributes within an organization that are
considered to be necessary for the ultimate success of a project. Strengths are
resources and capabilities that can be used for competitive advantage. Examples of
strengths that are often cited include:

Strong brand names

Good reputation

Cost advantages of proprietary know-how

2. Weaknesses

The factors within the SWOT analysis formula that could prevent successful
results within a project are Weaknesses. Weaknesses include factors such as an
abundance of rivalry between departments, a weak internal communication system,




lack of funding and an inadequate amount of materials. Weaknesses can derail a
project before it even begins. Other Weaknesses include:

Weak brand name
Poor reputation
Ineffective and high cost structure

3. Opportunities

Opportunities are classified as external elements that might be helpful in achieving
the goals set for the project. These factors could involve vendors who wish to work
with the company to help achieve success, the positive perception of the company
by the general public, and market conditions that could make the project desirable
to the segment of the market. Additional Opportunities include:

Arrival of new technology
Unfulfilled customer needs
Taking business courses (training)

4. Threats

These external factors could gravely affect the success of the project or business
venture. The possible threats that are critical to any SWOT analysis include a
negative public image, no ready-made market for the final product and the lack of
vendors who are able to supply raw materials for the project. Some other threats
include:

Trend changes
New regulations
New substitute products
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Purpose of a SWOT Analysis

To identify factors that influence the functioning of organization providing
very useful information.

The purpose of a Strengths, Weaknesses, Opportunities, and Threats
framework is to get managers thinking about everything that could
potentially impact the success of a new project.

Failure to consider a key strength, weakness, threat or opportunity could lead
to poor business decisions. For example, if the tech company with the patent
for a new processor did not recognize the threat that its competitors were
developing similar products, it might overestimate the sales potential of the
new processor and take on debt to fund the development of the processor
only to discover that the new product does not bring in enough revenue to
pay off the debt.

In other words, a strengths, weaknesses, opportunities, and threats brainwork
can help managers avoid making costly mistakes and determine which
projects are most likely to succeed.

Objectives of SWOT analysis:

To make a summary analysis of external and internal factors.

To identify key items for the management of the organization, which
involves establishing priorities for action.

To prepare strategic options: risks and problems to solve.

It is through analysis that we can determine the diagnosis of the company:
strengthening the positive points, indicating which points should be
improved, chances of growth, increasing opportunities, etc.
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To conduct a sales forecast in agreement with market conditions and study
the capabilities of the company in general.

Internal environment (Strengths and Weaknesses) — the integration
andstandardization of processes, the elimination of inefficiencies. Focus
on the core of the business.

External environment (Opportunities and Threats) — to have reliable and
trustworthy data, to receive information quickly to support management in
strategic decision making and to reduce errors.

Advantages of SWOT Analysis

A SWOT analysis is a great way to guide business-strategy meetings.

It's powerful to have everyone in the room to discuss the company's core
strengths and weaknesses and then move from there to define the
opportunities and threats, and finally to brainstorming ideas.

Oftentimes, the SWOT analysis you envision before the session changes
throughout to reflect factors you were unaware of and would never have
captured if not for the group’s input.

A company can use a SWOT for overall business strategy sessions or for a
specific segment such as marketing, production or sales.

Disadvantages

Some opponents suggest that SWOT analysis is only an overview that is not
suitable for today’s dynamic business world.

If done improperly, SWOT can be ineffective.

If employees generate very longs lists or fail to prioritize, the process
becomes excessively time consuming.

It is most important to focus on analysis rather than description and
remember to use the analysis in all planning and implementation stages.
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What is the SWOT??

STRENGTHS

Things your
company does well

*  Qualities that
separate you from
your competitors

* Internal resources
such as skilled,
knowledgeable staff

* Tangible assets such
as intellectual
property, capital,
proprietary
technologies etc.

WEAKNESSES

Things your
company lacks

Things your
competitors do
better than you

Resource limitations

Unclear unique
selling proposition

O

OPPORTUNITIES

Underserved
markets for specific

T

THREATS

Emerging
competitors

products _
* Changing regulatory
Few competitors in environment

your area _
+  Negative press/

Emerging need for media coverage
your products or

_ * Changing customer
services

attitudes toward
Press/media your company
coverage of your

company

While analyzing questions you need to answer are as follows:-

Strengths

What do you do better than anyone else?
What makes you unigue?

What unique of lowest-cost resources can you draw upon that other can't?
What do people in your market see as your strengths?

Opportunities

Do peaple have a need?

Do people prefer something else?

are there any changes in technology?
Are there charges in goverment policy?
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Weaknesses

What could you improve?
What should you avoid?
What are things that users may see as weaknesses?

Threats

What changes do you face?

What are your current competitors doing?

Is changing technology making things difficult?
Is there an issue with finances?




Importance:

SWOT analysis is not only concerned with making only four lists but it is
much more than that. The following points highlight its importance:

1. SWOT Analysis brings to light whether the business is healthy or sick.
2. An undertaking comes to know of both internal as well as external factors
affecting its

success or failure,
3. It helps in the formation of a strategy so as to make preparations for the
possible threats

from the competitors.
4. SWOT analysis evaluates the business environment in a detailed manner so as
to take

strategic decisions for the future course of action.




