Conducting the SWOT Analysis

Strategic planning is the process whereby organizations develop a vision, mission, guiding principles, goals, objectives, and specific action plans for achieving the objectives.

Before beginning this process, organizations should review their competitive environment.

SWOT is an acronym for strengths, weaknesses, opportunities, and threats. It is a tool for conducting this environmental assessment.

Strengths

An organizational strength is any characteristic or capacity that gives the organization a competitive advantage. These strengths are used to further the strategic plan. Examples include:

· Financial position

· Reputation

· High-quality

· Cost leadership

· Management team

· Workforce

· Product development time

Weaknesses

An organizational weakness is any characteristic or capacity that is lacking to the extent it puts the organization at a competitive disadvantage. A strategic plan MUST respond to all weaknesses identified by a combination of goals, objectives, and action plans. Examples include:

· Lack of direction

· Obsolete facilities/equipment

· Insufficient skills/trained workforce

· Weak distribution system

· High unit costs

Opportunities

External opportunities in the organization’s business environment represent potential avenues for market growth and/or gaining a sustainable competitive advantage. A strategic plan goes after these opportunities by leveraging its’ strengths and overcoming its’ weaknesses. Examples of opportunities include:

· New customers

· New products

· Diversification

· Failure of competitors

· First mover/entry advantages

Threats

An external threat is a phenomenon in an organization’s business environment that has the potential to put the organization at a competitive disadvantage.  A strategic plan MUST respond to all threat identified. Examples include:

· Entry of low-cost competitors

· Entry of higher-quality competitors

· Increased sales of substitute products

· Significant slowdown in market demand

· Poor supplier relationships

· Changing tastes of consumers

