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ASWOT analysis
‘summarises the key
issues from the business
environment and the
strategic capability of an
organisation that are most
likely to impact on strategy
development

1he 1ssues discussed In the preceding sections provide 1nsights into the strategic
capability of an organisation. The key ‘strategic messages' from both the business
environment (Chapter 2) and this chapter can be summarised in the form
of an analysis of strengths, weaknesses, opportunities and threats (SWOT). A
SWOT analysis summarises the key issues from the business environment and the
strategic capability of an organisation that are most likely to impact on strategy
development. This can also be useful as a basis against which to generate
strategic options (see Chapter 7, section 7.2.5) and assess future courses of action
(see Chapter 7, section 7.4).

The aim is to identify the extent to which the current strengths and weak-
nesses are relevant to and capable of dealing with the changes taking place in the
business environment. However, in the context of this chapter, if the strategic
capability of an organisation is to be understood it must be remembered it is not
absolute but relative to its competitors. So SWOT analysis is really only useful if
it is comparative — if it examines strengths, weaknesses, opportunities and threats
relative to those of competitors. Illustration 3.7 takes the example of a pharma-
ceuticals firm (Pharmcare). It assumes that key environmental impacts have been
identified from the sort of analyses explained in Chapter 2. It also assumes that
maijor strengths and weaknesses have been identified using the sorts of analytic
tools explained in this chapter. A scoring mechanism (plus 3 to minus 3) is used
as a means of getting managers to assess the interrelationship between the
environmental impacts and the strengths and weaknesses of the firm. A positive
(+) denotes that the strength of the company would help it take advantage of, or
counteract a problem arising from an environmental change or that a weakness
would be offset by that change. A negative (-) score denotes the strength would
be reduced by such a change or that a weakness would prevent the organisation
from overcoming problems associated with that change.

Pharmcare’s share price was taking a dip because investors were concerned
that its strong position in the market was under threat. Were management
becoming too complacent, even arrogant, they wondered? The pharmaceutical
market was changing with new ways of doing business often driven by new tech-
nology or the quest to provide medicines at lower cost to more people, politicians
forever trying different ways of coping with soaring healthcare costs and an ever
more informed patient, but was Pharmcare keeping pace? The strategic review of
the firms’s position (Illustration 3.7a) confirmed its strengths of a flexible sales-
force, well-known brand name and new healthcare department but identified
a major weakness, namely competence in information and communication
technology (ICT). When the impact of environmental forces on competitors was
analysed (Illustration 3.7b) it showed that Pharmcare was indeed outperforming
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SWOT analysis of Pharmcare

A SWOT analysis explores the relationship between the environmental influences and the
strategic capabilities of an organisation compared to its competitors.

(a) SWOT analysis for Pharmcare
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