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Abstract

Purpose — The purpose of this study is to examine the use of the strategic management tool,
Strengths-Weaknesses-Opportunities- Threats or SWOT analysis, and to assess how the methodology
has been used as well as changes to the methodology. The findings both for and against SWOT analysis
chouid lead to a balanced view of the technique as well as yield ideas for needed theory building.
Design/methodology/approach — Using the ARInform Global® database, academic peer-reviewed
articles were compiled indicating SWOT as one of the article's key index and search words.
Findings — The use of SWOT analysis continues to permeate the academic peer-reviewed literature.
Research supports SWOT analysis as a teal for planning purposes. Over the past decade, SWOT
research has focused on analyzing organizations for recommended strategic actions. As a
methodology for strategic positioning, SWOT analysis has been extended beyond companies to
countries and industries and is used in virtually every published business case positioned for business
student analysis. Additional use of SWOT is as teaching tools by consultants, trainers and educators.
This paper provides a summary of the research studies and suggests paths for future research.
Research limitationsfimplications — This paper is limited to analyzing reports found in a
selection of academic peer-reviewed business journals. However, research implications for applying
SWOT analysis provides a broad spectrum of industry analysis in North Ametica, Europe, and Asia.
Additioral limitations are the need to link SWOT analysis to other strategic tools and methodologies
for further theory building, since past research continues to lack quantifiable findings on the success of
the SWOT analysis.

. Practical implications - A fresh view of new directions and implementations for SWOT analysis,
as well as other strategic planning tools that can be combined with SWOT, provides guidance for
practitioners and policy makers alike.

Originality/value — The article adds value to the existing literature as the first summary of SWOT
research indicating its uses and limitations. Support of its usage and place in the sirategic literature is
validated. The SWOT methodology is pervasive, in large part, due to its simplicity. In addition, the use
of SWOT as a proven developmental, results-criented strategic planning tool is also extended,
although further research leading to theory building is warranted and recommended.

Keywords SWOT analysis, Strategic management, Research methods, Globalization
Paper type Literature review '

Introduction
Researchers in strategic management (Ansoff, 1965; Andrews, 1987; Porter, 1991; and
Mintzberg ef al, 1998) agree SWOT or Strengths, Weakness, Opportunities, and
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Wheelan and Hunger (1998) to SWOT’s further developrment and Innovation. Wheelan
and Hunger (1998) used SWOT 1o find gaps and matches between competences and
resources and the business environment in thejr popular business policy and strategy
text while Dealiry (1992) approached SWOT in terms or groups and vectors with
common themes and Iteractions. Regardless of the exact historical credit for coining
the term “SWOT”, it has a half-century of use and documentation in the literature,

SWOT usage
SWOT has been used by countless Practitioners, marketing researchers, and is a
frequent and popular tool for business marketing and strategy students, Its simplicity
and catchy acronym perpetuates its usage in business and beyond as the tool is used to
and complex decision situations. In the business arena the grouping
of internal and external issues is a frequent starting point for Strategic planning. It can
be constructed quickly and can benefit from multiple viewpoints as a brainstorming
exercise. Typically, managers first consider internal strengths and weaknessas (at the
top row of the 2 x 2 grid) which can include image, structure, access to natural
resources, capacity and efficiency, and financial resources. At the bottom row of the
SWOT grid, external opportunities and threats including Customers, competitors,

(Proctor, 1992).

Glaister and Falshaw (1999) agree SWOT analysis is one of the most respected and
prevalent tools of strategic planning, Dickson (2002) agrees the traditional SWOT
analysis can be Ie-conceptualized in terms of the direction and momentum where the
market can still be changed. This provides insight into teaching marketing strategy
and compelitive rationality skills, Valentin (2001) advocates SWOT analysis as the




traditional means for searching for insights into ways of crafting and maintaining a
profitable fit between a commercial venture and its environment. SWOT is used to
identify cultural impediments and advantages and external governmental roles as well
as internal company issues. Glaister and Falshaw (1999) found SWOT analysis one of
the highest ranked set of tcols and analysis techniques used in strategic planning in
companies in the UK. Panagiotou (2003) contends SWOT analysis is used more than
any other strategic planning tool.

Purpose of the research paper

While SWOT is a pervasive, accepted concept in strategic management, the tool itself
has not been subjected to analysis. The purpose of this paper is to review the last
decade of SWOT’s usage in the academic iterature and categorize the levels and types
of applications for further analysis and extension as well as to aid subsequent theory
building.

Methodology

For the past decade from June 1, 1899 through June 30, 2009, the authors searched
peer-reviewed academic research included in the database ABInform Global® for
SWOT analysis studies and articles to identity SWOTs uses, trends, and
recommendations. This database includes over 3,020 publications, primarily about
business conditions, management techniques, business trends, management practice
and theory, corporate strategy and tactics, and competitive landscape
(www.proquest.comm) which is the typical domain for SWOT analysis research. Its
coverage of business and management journals over time, it provides a unique
historical perspective on hundreds of topics, including corporate strategies,
management technigues, marketing, product development, and industry conditions
worldwide. “SWOT” was used as the only search term and the search was limited to
academic research, published in peer-reviewed journals only. A total of 145 research
studies emerged using the search criteria; three were eliminated because they were
duplicate entries in the ddtabase and another article was eliminated as the reference to
“SWOT” did not relate to SWOT analysis, leaving a total of 141 studies over the
decade of study.

As the field of strategic management has grown with the changing international
economic landscape, the last ten years was selected as an important time frame to
judge both usage of the methodology and changes in its usage over time. As shown in
Table 1, studies per-year ranged from four in 2001 to 30 in 2007.

The 142 studies were examined for trends, issues, uses of SWQT, and value-added
in long-term planning, Specifically, studies were sought that indicated sole use of
SWOT analysis or if SWOT was used in combination with other long-range strategic
planning tools. The authors next used affinity diagrams to group and classify the
collected studies using summaries on index cards. Affinity diagrams are a popular text
clustering technique used to categorize large number of seemingly disparate comments

Year 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 Total
Number of studies 5 10 4 8 8 13 18 12 29 22 12 141

Exploring
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Table 1.

Refereed journal articles
referencing SWOT
analysis by year of
publication — June 1, 1999
to June 30, 2009
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Individual
While SWOT analysis is primarily used to aid an organization plan future strategies,
the framework can also_ be applied to individuals, While no studies looked at only one

pencil-and-paper format and applied SWOT to the entrepreneurs’ own businesses and
developed SWOT scores for each business.

Organization

As expected priori, SWOT analysis was frequently applied to organizational
assessments for strategic planning. Studies report use of the tool for individual
organizations, for comparing two companies, and for assessing severa) companies (but
not the entire group of companies comprising an industry). Individual studies were
grouped into subcategories of education:

* healthcare;
" government and not-for-profit; and
* {or-profit companies. :
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Individual — education studies

Hai and Tsou (2009) used SWOT to develop a strategy for the Department of
Information Management of Shih Chien University’s Kaohsiung campus in Taiwan,
The authors used a quantifiable method by including Multiple-Criteria Decision
Making with the SWOT analysis. Their resulting SWOT indices were voted upon and
weighted to determine the best strategic alternative.

Dyson (2004) studied the strategic development process at the University of
Warwick (UK) by linking SWOT analysis to resource-based planning in an iterative
process, embedded within overall strategic planning. In another education-focused
study, Lee ef gf (2000) described the framework employed in strategy formulation by
the Hong Kong Tnstitute o Vocational Education, The study joined SWOT analysis
with the balanced scorecard (BSC) method prior to analyzing the Malcolm Baldrige

counseling, as they planned strategies for the next decade. Chang and Lin {2005} used
SWOT analysis along with a global competitive index to study the Hsin-Chu City
Government of Taiwan, Wrigley and Gould (2002) used SWOT to assess the need for
recreation and ways to increase user participation in a public park environment at
Pukekura Park, in New Plymouth New Zealand,

For-profit companies

For-profit companies were studied individually as well, Ahmed et ol {2006) used
SWOT analysis to study Air China, the largest air carrier in China, and their recent
total quality management implementation. Sorensen eof al. (2004) studied the Kirhy
company used applications of SWOT analysis and the Strategic choice approach to
assess the company’s learning process. Using SWOT analysis, Vrontis and Vignali
{2001) studied Cadbury Schweppes, the supplier of chocolate and sugar confectionary.
In a general study of characteristics of a high growth firm, Beneda (2008) agrees
maintaining a high-growth firm’s competitive position is g key factor in stockholder
wealth preservation and suggest a firm first perform a competitive analysis, of which
SWOT is a key part, to review competitors,




Two or more companies .

Interestingly, SWOT analysis seems to be more pepularly utitized when analyzing
either one organization or when assessing a number of companies. Only two studies
during the decade compared only two companies. Villinger (2009) used SWOT along
with other managerial frameworks to understand how organizations form their
mission and strategies in public service focusing on two non-profit organizations in the
US. Gable of al (2007} used SWOT analysis to explore perceptions of differential
administrative placement of the information systems academic discipime within two
universities.

Three studies profiled more than two companies using the SWOT methodology.
Alkaabi ef al {2007) evaluated the business models used for airlines’ maintenance,
repair and overhaul (MRQ) activities through a SWOT analysis prior to further
exploratory study of eight airlines. Osbum and Klimaszewski (2005) used SWOT as
their first step to planning the annual long-range strategy for each of the American
Society for Quality’s geographical membership regions. Smith (1999) gathered data via
face-to-face interviews with the owner-managers of 150 small firms in Scotland and
used SWOT analysis along with trade intelligence of rivals, the use of information
technology and financial data to profile the strategic behavior of the young Micro
firms.

Another study analyzed four of the major players in the cosmetic industry, Avon,
Revlon, Max Factor, and Este Lauder using a number of tools in addition to SWOT and
included Porter’s value chain and 5-Forces, and financial study. According to the study
authors the analysis and briefing saves executives and researchers time by selecting
only the very best, most pertinent information and presenting it in a condensed format.

Industry
One industry — USA
As expected, each published industry study was unique. One of the two studies of the
nursing industry set goals based on SWOT analysis results and further assessed the
results using metrics of employee satisfaction, retention, and productivity
(Conway-Morana, 2009). Other studies used SWOT analysis to combat personnel
shortages in nursing (Contino, 2001; Crow et al., 2008). ’
In the US biocenergy industry, perceptions differed among the stakeholders along
with the ranking of those SWOT elements (Dwivedi and Alavalapati, 2009). ASWOT
analysis i the retail information technology indusiry examined the specific
applications for improvement (Bielski, 2006). Improved assessment tools in the
healthcare indusiry were sought to yield a better marketing plan using SWOT results
(Stuart-Kregor, 2005). Bradley ef al. (2003) used SWOT analysis to evaluate the effects
of the Hispanic population on Arkansas small businesses. The favorable results on the
economy were increased number of workers for production, start-up for new
businesses, more consumers of products, and increased purchasers of real estate. A
SWOT analysis was used to develop a model of e-tailing for electronic supermarkets to
obtain a competitive advantage by Pandya and Arenyeka-Diamond (2002). The
Division of Counseling Psychology of the American Psychological Association studied
various countries to improve the status of use of counseling. In the US study, Leong

and Leach (2007a) report opportunities include the recent attention to social justice as a

core area of counseling inquiry and intervention.
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cultures, Ko and Lee (2000) provided a strategic formulation from the Chinese banking
industry in Hong Kong using tools from SWOT analysis, the balanced scorecard, and
Sun Tzu's Art of Business Management.

Two or more countries

Using SWOT analysis, Koning and van Velzen (2009) studied sports betfing exchanges
with an argument that liquidity is the determinant of the long-term success. SWOT
analysis was implemented in an educational setting to determine where Information
Systems Departments should be placed in four universities across two countries —
Australia and Korea (Communications of the Association for Information Systems,
2007a). The analysis provided a useful basis for decision makers fo use opportunities
and minimize threats.

Kumar (2007) compared software development companies in the USA and India.
The analysis using SWOT, financial performance data, and Porter’s 5-Forces showed a
common business strategy between the US and Indian information technology and
software companies. Using the same analytical tools, trends in four market leaders in
the cosmetics industry were reported in two studies Kumar, 2005; Kumar ¢f al, 2006).
The practical implications of the results indicated a move toward more joint ventures
throughout the world between drug companies, cosmetic companies, and
nutrition/food companies.

McGrail and Roberts (2005) studied the worldwide cabie television industry. Using
the SWOT analysis for the environment, value chain analysis for the core activities,
and a Boston consulting group product matrix to assess products offered by the
mdustry, four forces emerged that have impacted the industry but caused few modified
strategies. Similar results were found in telecommunications across the European
Union (Blackman and Forge, 2008). Schwery and Raurich (2004) used the SWOT
analysis to assess new technologies within the hydraulic power generation business.
They reported the technology push was found in specified market segments. Finally,
Papazafeiropoulou (2004) studied e-commerce and information technology from eight
countries. Recommendations were to assist the Southeast Europe region to become
more advanced as compared with the Western Europe region.

Country

One country

Duarte ef al (2006) used SWOT analysis to review challenges facing Venezuela,
particularly in the area of oil production. Because of the importance of business process
outsourcing (BPO) m India, a SWOT analysis of competition along with a country
attractiveness index was used to amrive at recommendations for continued success
{Rajeev and Vami, 2009). In a second study of BPO, Mehta ef 4l (2006) interviewed 28
executives in business process outsourcing firms in India and found four global
research agencies and a national trade association supported their findings.
Organizational changes to use the resuits of the SWOT analysis are in development.
A third study assessing business conditions, physical infrastructure, information
technology infrastructure, financial institution and government support were utilized
SWOT analysis for offshore outsourcing in India (Nair and Prasad, 2004). Salman
{2009) studied Bangladesh’s economy using SWOT analysis. Without a successful
mode] in Southeast Asia to follow, he suggested that remittance inflow would act as
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Two or move countries

Poired comparisons. Palacios and Galvan (2006) used SWOT in their research on
applying an intellectual capital model from six cities in Spain and Portugal. One main
finding concerns the use of key organizations and use of formulas to increase
cooperation. '

Results of an empirical study from 132 Canadian small to mid-size enterprises
(SMEs) and 141 American SME's in the aerospace industry showed interesting
differences (Prefontaine and Bourgault, 2002). Canadian managers were more likely
prone to react to external opportunities, whereas American counterparts were more
defensive and primarily adjusted their export behavior to perceived weaknesses and
threats. Globally, strategic analysis has a greater impact on export behavior in Canada
than in the US study found.

Mudti-countries. Kong (2008) reported little research had been done for strategic
management concepts in the non-profit sector. His study argues the intellectual capital
can best be used in the non-profit sector along with SWOT, the resource-based view
and core competency, the knowledge-based view, and the balanced scorecard. Sodhi
and Tang (2008) used SWOT analysis for OR/MS ecosystem and one way of bring
research, teaching, and practice together,

One of the biggest challenges of industrialized nations entering the Chinese market
is protecting intellectual property (Kumar and Ellingson, 2007). Using a SWOT
analysis, a comparison of US and Japanese intellectual properties found each use
distinctive approaches for protection.

SWOT as a tool

Given the pervasiveness of the use of the SWOT methodology by practitioners and
academicians alike, it was not surprising a number of research studies focused on
SWOT as a tool for strategic analysis, Grant (2008) suggests to developing managers
with the knowledge and insight needed to make sound strategic decisions and guide
the development of their organizations is best served by strategy teaching that is
rooted in theory. Ie critics the use of folk wisdom (i.e. according to Warren Buifet) or
use of the SWOT analysis which he labels as “atheoretic”. However, Coran and Ronen
(2000) agree that despite its problems, SWOT remains a major strategic tool and agrees
a focused SWOT methodology can then distill strengths and weaknesses into core
competences and core problems, by using a core-competence tree and the
current-reality tree. The core competences and core problems are then lLinked into a
plan of action aimed at preserving and leveraging the organization’s core competences,
while defending against exposure to core problems.

Marques {2009) used SWOT analysis as a methodological tool to examine the
concept of political correctness, an important factor in determining the success of an
individual or group. Evans and Wright (2009) agree SWOT analysis remains one of the
most useful elements of the strategic planning process and that is provides a clear
summary statement of an organization’s strategic position applied from the corporate
and functional, down to a personal level but they stress it should be combined with
other tools like Porter's 5-Forces analysis and not used in isolation. Lin ef 4l (2008)
presented a group decision support system for facilitating the process of core
knowledge selection which uses the characteristics of certain existing analytical and
mathematical methods, including knowledge-based SWOT analysis, knowledge audit
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instruments, gap analysis, Synergy analysis, similarity measures, multi-objective
B ; 2D

Supported use of analysis tools mcluding SWOT as well a5 mathematics]
programming, quality function deployment, meta-heuristics, and data envelopment
analysis. Mayer and Vambery (2008) worked to align SWOT with product life ¢ycle
analysis with the demands of a global, Internet speed businegs environment and

2) Preserve;




{3) avoid; and
(@) eliminate.

Domeisen and de Sousa (2006} used SWOT framework in their classification of three
non-governmental organizations (NGOs) as trade partners (including grass-roots local
NGOs, international NGOs, and business-interest NGOs. Christian and Flamant (2005)
studied speeches within an enterprise using computer aided narration and suggest the
methods can be associated with actors’ play analysis, script planning, balanced score
card, and SWOT analysis.

Egan and Lancaster (2005) studied assumptions, approaches, and implications of
appreciative inquiry (AD) and action research (AR) for organization development (OD)
and used SWOT analysis to outlined Al and AR as intervention approaches.

Morris (2005) found the ways opportunities are defined in SWOT analysis may
result in confusion and stymie its application. He suggests that threats to a business
are often called opportunities, as are setbacks and catastrophes, but these are really
problems, not opportunities. An opportunity is a favorable solution to a problem, not
the problem itself. He suggests this is why employees have difficulty recognizing new
opportunities and presents a new model for understanding when a circumstance
constitutes an opportunity that defines an opportunity as a sought-after business edge.

Panagiotou (2003) agree there is a proliferation of strategic planning tools to enable
managers to formulate competitive strategies in line with the requirements of their
business environments and further asserts SWOT analysis may be used more than any
other management technique in the process of decision making. Yet he critiques the
tools’ vagueness and over-simplified process and supports use of the Telescopic
Observations framework, developed in mid-1999, as a more structured framework
based on its more systematic and coherent organizational environmental appraisal. In
a follow-up study Panagiotou and van Wijnen (2005) suggest the telescopic
observations strategic framework as a radical alternative to SWOT analysis. It
re-focuses SWOT in a way to enhance intelligence gathering and improve strategic
marketing planning in practice. Users commit to a dynamic, structured program of
continuous situational monitoring, organizational learning, and strategy
reformulation, at regular intervals and the framework is used both as a performance
measurement instrument and a control instrument. This paper offers an original
proposal for general and specific marketing strategy formulation to practicing
intelligence gatherers and planners and their academic advisors.

Grover ef al (2005) developed a mathematical model for measuring the performance
of human resources using a graph theoretic approach. The method considers all the
factors and the interactions among them to represent a total contribution of human
resources in an organization in a single index. The authors suggest the methodology is
useful to improve, compare and rank organizations on their total quality management
culture and useful for HRD departments in their SWOT analysis of human resources.

Marti (2004) developed a strategic knowledge benchmarking system, which refines
SWOT analysis and includes a firm’s the resource-based and activity-based view,
sustainable competitive advantages and core knowledge. Marti (2004) has piloted in
more than 40 small and medium size European enterprises. Grandy and Mills (2004)
agree value chain analysis and SWOT are at the core of strategic management and are
models for linking to an organization’s worldview. The authors agree the simple model
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are struggling to take advantage of the global economy to increase Welsh GDP
through the upskilling of senior managers. Martin (2002) found in the case of
e-business, the traditional models of SWOT only on local political issues and are
should be expanded to develop senior management strategy. Dickson (2002) agrees the
traditional SWOT analysis can be reconceptualized in terms of the direction and
momentum where the market can still be changed and can be a more useful marketing
tool. Valentin {2001) critiques SWOT analysis and suggests the procedural guidelines
for using the methodology consist largely of catchall questions devoid of explicit
theoretical underpinnings. Thus, the analysis often produces shallow, misleading
results. He supports the use of contemporary strategic management theory, especially
the resource-based view of the firm. Koufopoulos and Chryssochoidis (2000) use SWOT
analysis to examine the strategic planning activities of companies operating in high
uncertainty country environments and combine the methodology financial analysis
and contingency planning techniques.

Hackbarth and Kettinger (2000) used SWOT analysis to assist managers in
transforming their organizations into e-businesses. They used SWOT because tool is
familiar yet targeted to this fast-changing environment. Brewer ef al. (2000} used a
variety of tools to provide an approach for continuous improvement for colleges of
business. They suggest tools and technigues including the strategic management
process model, McKinsey's 7-5 Framework, SWOT analysis, groupware software,
Porter’s Five-Forces Model, and planning/sequencing models are most effective. Oliver
(2000) agrees SWOT is popular and further states it is an excellent strategic
management tool and has been used effectively with senjor management planning
particularly for reaching substantive discussions that would not come up in the normal
course of a business struggling with short-term issues.

Lee and Ko (2000) suggested joining the SWOT matrix with the balanced scorecard .7

makes a systematic and holistic strategic management systerm and agrees the SWOT
analysis is a more structural approach in setting up the foundation of the balanced
scorecard; instead of simply identifying the key performance indicators via gut feeling
or by brainstorming. Houben et al (1999) feel that despite the importance of SWOT

analysis, many companies often only have vague ideas of their competitive strengths.

and weaknesses, opportunities and threats. They suggest the development of a
knowledge-based system to assist managers of small and medium sized companies in
performing a SWOT-analysis and they concentrate only on the identification of
internal strengths and weaknesses.

Fahy and Smithee (1999) suggest the resource-based view of the firm helps to
overcome some of the frequently cited problems of the SWOT framework and contends
that understanding a firm’s resource-base is central to effective positioning. Bailey
(1999) agrees in business and marketing it is quite normal to carry out SWOT analyses
to fully appraise any business situation. Sodhi and Tang (2008) studied the operations
research and management science (OR/MS) ecosystem which comprises researchers,
educators, and practitioners in its core along with end users, universities, and funding
agencies. To understand the reasons for the disengagement in the areas, the team used
SWOT analysis. '
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SWOT in teaching cases

UMerous teaching cases published in various academic teaching journals direct
students and other analysts to utilize the SWOT analysis framework to initially profile
the organizationg bresented ag develop new sty

ategic alternatives, For example, Sale
(2007) case on the F° leming-Mason Energy electric fooperative asked students to yge
T to examine the costs of providing “unbundled” individual s

of what 1is going wrong at the Copan
(2006) asl; students to discuss

on Amenca West and Us A

ive village corporation on Nunivak Island.
Hinthomne’s (2004) case on US Cattle Producer and Box and Saxton’s (2004) case on
JetBlue airline asked students to use SWOT.

Discussion and conclusion
Vague ang Sunplistic

The SWOT fry ework, with jtg vagueness, oversimplified methodology and
numerous limitationg (P i i icti i




1994) articulate that the “fit” of competitive Strategies can only be evaluated against EXploring

such industry benchmarks because they indicate Organizational capabilities and

Thoroughness of bmz’mta?’mz'ng and expertise of bmmstormz'ng teawm

With all its uses and advantages to planners and strategists, the success of SWOT
analysis depends on the thoroughness of the internal and external analysis which isa
funiction of time devoted to the task, the number of experts involved, and the level of
€xXpert consensus without a list of questions for brainstorming, managers may leave
out key variables. It may also not include personal €xperiences, beliefs, skills, or
attitudes of top management and others that may impact the SWOT analysis,

findings to additiona) “dye diligence” is needed to ensure the information and the

Interpretation of the SWOT evidence is clear and appropriate. These processes can
help reduce some of the subjective nature of SWQT analysis,

Issues in Categorizing of varighles

In addition, categorization of variables into one of the four SWOT quadrants is 3]s
challenging. Strengths that are 1ot maintained may become weaknesses, Opportunities
not taken, hut adopted by competitors, may becoma threats. The classification of 5

a company but for 5 country, for example,

In research focused on SWOT analysis of 3 country, and not an individual company,
classification of variables is different. Macro-enviromnental forces that would be an
external threat or opportunity for 5 Company are components that would exist within
country and are thys classified as interna] strengths and weaknesses. It is also
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3.3 Mulcaster (2009) agrees there ig dissatisfaction with existing approaches to strategic
’ management i 1

236 issues. For example, he states that often threats to a business can be called

constitutes an opportunity that improves SWOT analysis. Morris {2005, p. 54) states
another problem with SWOT analysis is its circularity. He agks: :

No strategic divection provided

While SWOT is useful to profile and enumerate issues, it dpes not provide actual
Strategies to implement to take advantage of opportunities while leveraging strengths.
Often too the simple list of words or bullet points without more detail may be difficylt
to mierpret. The terse format of the SWOT tool may be an oversimplification of a
business situation that is more complex. SWOT too does not represent the complete
analysis so it may lead to inaccurate results. SWOT is g moving target given the
dynamic nature of strategy and this may be only a situationa] analysis without a
diagnostic capacity.,

SWOT analysis is the traditional means of searching for insights into ways of

guidelines derived from contemporary strategic management theory, especially the
resource-based view of the firm,

Resource based S woT

Resource-based SWOT analysis alleviates shortcomings of traditional SWQT analysis
not by eliminating checklists, but by focusing on systemic causal issues that afford
more perceptive, reliable, and actionable insights. Tt ig grounded in contemporary




strategic management and marketing theory, especially the resource-based view of the
firm (e.g. Wernerfelt, 1984; Conner, 1991; Peteraf, 1993; Hunt, 2000). However, it also
draws from two complementary frameworks, Porter’s (1980) well-known cornpetitive
forces paradigm and Brandenburger and Nalebuffs (1995, 1996) vaiue net. Fahy and
Smithee (1999) stress the resource-hased view of the firm provides a conceptually
grounded framework for assessing strengths and weaknesses,

A resotirce-based SWOT analysis undertakes categorizing particulars as SWOTs
only after the focal business’ defensive and offensive contexts have been scrutinized
carefully. Fahy and Smithee (1999) agree the resource-based view of the firm heips to
overcome some of the frequently cited problems of the SWOT framework. They point
to numerous reservations on the efficacy of the SWOT framework including Stevenson
(1976) who found top managers emphasize financial strengths while middle and lower
managers tend to focus on technical issues and that top managers perceived more
strengths suggesting a high potential for differences related to the level of management
conducing the analysis. A study of European managers by Schneider and De Meyer
(1991) found that perceptions could also be influenced by culture,

Need for quantification — no methodology for weighting, ranking, ov priovitizing
variables

Without ranking or weighting of the SWOT variables, planners and entrepreneurs .

may assume each of the variables influencing new venture creation are equal in their
scope and importance. Kangas ef 4l {2003) agree SWOT provides the basic framework
to perform analyses of decisions situations, they recommend adding Multiple Criteria
Decision Support (MCDS) methods along with SWOT to determine analytical priorities
for ‘the identified factors, Using a case study, they illustrate using MCDS for
prioritizing information from the SWOT analysis and ranking various proposed
strategic recommendations. In an earlier study Winer (1983) suggested Multi-Strategic
Planning (MSP) should follow SWOT analysis and objectives should be ranked by
logical reasoning, rather than subjective priority setting. In MSP a long list of possible
strategies is developed and matched with objectives and results from SWOT analysis
to result in a hierarchy of selected strategies. While ranking variables seems an
appropriate next step, there is a dearth of studies suggesting methodologies for
prioritizing variables derived from SWOT analysis,

Hai and Tsou (2009) suggest the use of a quantifiable SWOT method which adopts
the concept of Multiple-Criteria Decision Making (MCDM) or a multi-hierarchy scheme
to simplify complicated problems. The indices of SWOT are voted on and weighted to
assess the competitive strategy and the total weighted scores method is then used to
identify the best strategic alternatives,

Alternatives and improvements to SWOT

Drago and Folker (1999) criticize SWOT for different reasons. Their concern is that
SWOT and similar planning tools place too much emphasis on exploiting strengths
and developing competencies at the detriment of examining the link between
incompetency and performance. Haberberg (2000) and Warren (2002) argue that users,
in general, are becoming increasingly dissatisfied with the poor results of SWOT
analysis. Hussey ef all (1997) observes that a number of scholars have proposed
alternative methodologies to “focus” SWOT and enrich the planning process. He adds
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that one such alternative is WOTSUP, where UP stands for “Underlying Planning” and
another is SOFT, where weaknesses have been re-identified as “Faults”. Some have
combined available techniques such as Kaplan and Norton’s Balanced Score Card with
SWOT (Lee and Ko, 2000). Others have conducted cross impact analysis with SWOT
(Proctor, 2002) or taken into consideration Porter's 5-Forces Model to formulate
SWOT-based strategies (Ruocco and Proctor, 1994},

Weihrich (1982) has attempted to redesign the SWOT in a different manner in order
to generate strategies based on the relationship between internal and external
environmental factors and has conseguently devised the TOWS Strategic Matrix.
Bamey (1995, 1997) moved away from the traditional SWOT variables and emphasized
the resource-based approach to organizational analysis. His VRIO framework prompts
the user to identify organizational key resources in terms of value, rareness,
immutability, and organizational characteristics in order to recognize relative
organizational competitive advantages and barriers to imitation. Yet many of the
proposed SWOT alternatives are again lists of issues or grids with other key terms.

Nickols and Ledgerwood (2006) proposed the Goals Grid as an alternative to a
conventional SWOT analysis. This 2 x 2 grid has four categories:

(1) achieve, '

(2) preserve,
3) avoid; and

) eliminate.

/“—_::/-\

The authors found success with the grid in planning workshops and the visible format
followed a logical thought progression for goal development as well as
decision-making.

Panagiotou and van Wijnen (2005) proposed a radical alternative to SWOT analysis
in their composite “telescopic observations strategic framework”. Shinno &f al (2006)
grouped SWOT analysis with an Analytic Hierarchy Process (AHP) which ranked and
prioritized each element using software. Shinno ef al (2006) do not really deal with the
obvious limitations of SWOT (see our SWOT lesson for a refresher). A refocusing of
SWOT was offered by Panagiotou (2003). He introduces a telescopic observations
strategic framework which in effect maps strengths, weaknesses, opportunities and
threats against his suggested acronym - telescopic observations. So, for example
T = technological advancements, E = economic considerations, L = legal and
regulatory requirements, etc. The most usefu] aspect of Panagiotou's article is that
not only does he recognize the difficulty in finding the origins of SWOT, but he also
manages to unearth some interesting alternatives.

Need to use additional tools of analysis — combinations with other strategic fools and
models

As previously seen in the profile of SWOT studies as a research tool, many researchers
suggest the need to use additional tools and analysis instead of SWOT or in concett
with SWOT. Porter’s (1980) 5-Forces Analysis moves beyond the mternal analysis to
focus on the organization’s external environment including the five competitive forces
external to the organization. The 5-Forces analysis is applied more specifically to an -
organization’s competitive environment.




Porter’s Diamond analysis is also useful to shape strategy to reflect national
strengths and weaknesses. Other substitute or complimentary analysis include
scenario analysis for exploring different futures, McKinsey’s 75 Framework to ensure
all part of the internal organization work in harmony, Porter's generic strategies for the
best choice for competitive advantage, and benchmarking to compare performance
agamst external competitors or industry leaders.

MeGrail and Roberts (2005) in their study of the broadband cable TV industry used
a number of models and techniques to organize the qualitative data and report the
SWOT technique proved useful in analyzing the organizational environment; value
chain analysis was used to understand the value generating components of the core
activities; a Boston Consulting Group product portfolio matrix identified the nature of
the producis offered by the industry. Their research also utilized Porter’s (1980)
5-Forces model for industry competition and the works on strategy of Hamel and
Prahalad (1994} and of Johnson and Scholes (2002). McGrail and Roberts (2005) agree,
as emphasized by Cornford and Smithson (1996}, there can be considerable difficulties
with the interpretation of qualitative data In a sclentific way. These difficulties can
include that of generalization and the problem of the openness of the data to a variety
of interpretations but found the various techniques helpful to better understand the
cable TV industry dynarnics.

Oliver and Donnelly (2007) studied tools to develop an approach to address issues
that are imminently facing a firm and feel a proper balance between process,
Interpretation and creativity 1s important for Strategic Issue Management Systems
(SIMS). Their key components of SIMS included: issue characterization, strategic
objectives, force field analysis, stakeholder assessment, scenario mapping, key player
assessment and SWOT Analysis. Each component together built upon the others
produced an obtainable strategic objective and targeted tactical plan.

Bernroider (2002) studied firms of various sizes in Austria and found differences in
SWOT analysis factors between micro, small-to-medium and large software
enterprises. They found, in general, almost every identified discriminating
endogenous success factor is viewed more negatively by managers of micro
enterprises compared to larger firms, Lee and Ko (2000) suggest conjoining the SWOT
matrix with the balanced scorecard (BSC) makes a systematic and holistic strategic
management systerm and is better than merely identifying key performance indicators
by brainstorming. The authors then suggest using the quality function deployment
(QFD) methodology with the balanced scorecard’s qualitative and quantitative
attributes (see Kaplan and Norton, 1996; Sanger, 1998) for improved strategic planning.
Lee ef al (2000) proposed a strategy formulation framework that conjoins the SWOT
matrix with the balanced scorecard to identify critical successful strategic perspectives
prior to using the Malcolm Baldrige National Quahty Award criteria and quality
function deployment.

Areas for future research

With all the weaknesses above, the biggest weakness of SWOT analysis is that it
remains atheoretic without the necessary theoretical support to validate the popular
construct, This may be partly due to the fact that SWOT analysis is a “snapshot” of a
point in time. Because the environment is constantly changing and new strategies aiso
change internal strengths and weaknesses, environmental scanning is needed on a
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regular basis to update the SWOT analysis. Research is needed on ways to improve the
classifications of factors into the four SWOT categories.

While awareness of the factors is often more important than their classification
(opportunities not taken, for example, can become threats), future research should
focus on development of a strategic plan from SWOT analysis, Linking SWOT
analysis with other primary and secondary research methods including desk research,
literature review, expert interviews and workshops, scenario planning, and needs
analysis should also be considered.

The future of SWOT analysis seems to lie in ordering the variables and moving
toward weighting thern will help add focus for decision makers. With ranked variables,
prioritization of strategies will be improved and ways to close the key gaps internally
and externally can be addressed, Continuation of the SWOT analysis over time can lead
to additional knowledge of the country and improve strategic positioning and leverage,

This exploratory works represents an initial profile of the use of SWOT analysis in
academic research, Research is also suggested to extend the SWOT analysis
methodology. Building on the work of Kangas ¢f al. (2003), work to prioritize and rank
SWOT variables and the strategic recommendations that result from the analysis is
another avenue of research and is particularly needed as SWOT continues to expand in
usage beyond individual businesses to countries, regions, and trading blocs, Winer
(1983) also recommended MSP or Multi-Strategic Planning to create new strategies
derived from SWOT analysis by ranking the variables by logical reasoning versus the
traditional subjective pricrity setting.

Another limitation of SWOT analysis is the tautology critique. SWOT analysis is
based on ideas, expertise, and assertions of experts. The resulting SWOT table or 2x 2
grid is not subjected to empirical tests. This is true of many strategic management
theories. Barney (2001) cites Porter’s (1980) relationship between industry
attractiveness and firm performance. This tautology is simply by observing firms in
attractive industries one finds they outperform firms in unattractive industries, Thus,
industry attractiveness is defined as a tautology of the ability of firms to have higher
performance. SWOT is much the same in that taking advantage of identified
opportunities using a firm's strength will lead to opportunities. The argument is
circular at best.

The most critical area for future research is that which will lead to theory building.
As this decade of literature using SWOT analysis has uncovered, SWOT has been used
primarily in strategic planning meetings and organizational-wide planning and
brainstorming in its infancy. The literature has advanced to validation of SWOT as an
often-used strategic planning tool and one that is assigned to business students in their
analysis of business cases. The tool, however, lacks quantifiable validation, which is
necessary for theory building.

A framework like SWOT analysis must be subjected to formal, empirical theory
testing. There is a tendency in other business fields, according to Schmenner (2009) to
draw up new theories without ever rejecting old ones, As a conceptual framework,
SWOT varies among the type of elements considered in each quadrant. It varies based
on the company or industry to which it is applied. The relationships also lack causality
and directionality, although it is assumed a firm will maximize its strengths while
working to overcome weaknesses and to capitalize on new opportunities while keeping
an eye on threats,
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