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Abstract

Strategic management is an integral part of top management. By formulating the right strategy and its
subsequent implementation, a managed organization can attract and retain a comparative advantage. In order to
fulfil this expectation, the strategy also has to be supported with relevant findings of performed strategic
analyses. The best known and probably the most common of these is a SWOT analysis. In practice, however, the
analysis is reduced to mere presentation of influence factors, which does not allow more precise determination of
a strategic concept. The content of the article tries to remove this drawback, submitting for public discussion two
possible approaches to evaluate the SWOT analysis providing important information for the selection process of
an organization's strategic orientation.

Abstrakt

Strategické fizeni je neoddélitelnou soucasti vrcholového managementu. Formulaci spravné strategie a
jeji ndslednou realizaci miize fizena organizace ziskat a udrzet komparativni vyhodu. Aby strategie naplnila toto
oéekavani, je mimo jiné nezbytné, aby byla opiena o relevantni zavéry provedenych strategickych analyz.
Nejznaméjsi a ziejmé i nejpouzivanéjsi z nich je SWOT analyza. V praxi je vSak analyza redukovana na pouhé
uvedeni vlivovych faktord, coz neumoziiuje exaktnéjsi ur€eni strategické koncepce. A prave tento nedostatek se
snazi odstranit obsah ¢lanku, kterym jsou oborné vetejnosti predkladany k diskusi dva mozné piistupy k
vyhodnoceni SWOT analyzy poskytujici vyznamné informace pro process volby strategické orientace
organizace.
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1 INTRODUCTION

One key area, which the top management of companies, institutions, municipalities and non-profit
organizations (hereinafter referred to as an “organization™) deals with, is strategic management which results in
formulating their own strategies. Veber's strategy means determining the direction the organization should
develop. (Veber, 2007) However, the question is whether such strategic management has a sense under the
existing conditions of dynamic development of globalized economy and society. In the publication Strategic
Management (Keikovsky, 2006), the following arguments can be found: “Conditions are changing so fast that
managers cannot plan anything, especially on a long-term basis.” Also, Peter Drucker asked questions based on a
sceptical view of strategic management like these: “What may a strategy result from in phase of rapid changes
and vast uncertainty, which is the period to which the world faces at the threshold of the 21st century?”, “Are
there any premises which strategies of organizations, especially business organizations, could result from?” “Are
there any certainties?”. (Drucker, 2000) Drucker sees the way-out in five phenomena he identified as present
certainties: the collapsing birth rate in the developed world, shifts in the distribution of disposable income,
definition of performance, global competitiveness, growing incongruence between economic globalization and
political splintering. As we can see, the phenomena are more social and political rather than economic in their
nature. (Drucker, 2000) There is no doubt that it depends primarily on the life philosophy and experience of
managers, on their approach to the strategic management. Mainly in practice, but also in theoretical
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considerations we can see some scepticism. However, the authors of the article are convinced that it is strategic
management which can help to attract and retain a comparative advantage of an organization. VVeber states in his
book Management: “In terms of social and economic instability strategic management should be an anchor,
which is intended to allow analysing current and expected future situation and suggest the most appropriate
direction of development of an organization.” (Veber, 2007)

Under current turbulent conditions, the search for fixed points is certainly very challenging, but in our
opinion necessary. The basis for this finding can be seen especially in the area of strategic analyses, since in
accordance with Ketkovsky: “every strategy should be formulated on the basis of real facts detected during
analyses that are focused on significant events affecting strategic decisions.” (Keikovsky, 2006)

Management theory and practice in particular, know and apply a number of strategic analyses that focus
on identifying internal and external environmental factors affecting an organization and prediction of their future
development. The best-known ones include a PEST analysis, Porter's model, analysis of sources, BSG model
and especially then a SWOT analysis.

Our article is devoted just to a SWOT analysis. The SWOT analysis is a widely used methodology which
can be met not only in business practice, but also in the area of municipalities. The analysis frequently ends with
the initial definition of various factors like strengths and weaknesses, opportunities and threats of an
organization. This is an inadequate and misleading understanding of the SWOT analysis. The SWOT analysis
should direct strategic management to a correct strategy or to its starting points based on the mutual comparison
and evaluation of relationships between strengths and weaknesses, opportunities and threats. A mere listing of
influence factors is insufficient to determine critical strategic positions of an organization. Therefore, we sought
a way to establish a credible organization's strategic position on the basis of SWOT. We think we found an
interesting way of evaluating SWOT analyses, on which we would like to inform the professional public.

2 BASIC MATRIX OF SWOT ANALYSIS

Apparently, there is no professional publication dedicated to strategic management and planning, which
would not mention the SWOT analysis. Ketkovsky indicates its exact characteristics like this: “SWOT analysis
is a valuable source of information when formulating strategy. The thing is that the basic logic of a strategy
proposal is based on its very nature.” (Ketkovsky, 2006) The analysis is usually described as a tool for the
diagnosis of strengths and weaknesses, opportunities and threats of an organization. The description is often
supplemented with an illustrative scheme of a relational SWOT matrix. We, in our opinion, present the most
cogent view of the SWOT matrix, which appears in the publication Management by the authors Koontz and
Weihrich (Koontz), see Tab. 1 and Fig. 1. The matrix both incites to the choice of an appropriate strategic
direction and draws attention to the dynamics of internal and external environment, which is very valuable with
regard to the use of the analysis to strategic purposes.

Tab. 1: SWOT matrix for strategy formulation

Internal factors

External factors

Internal strengths (S)

Strengths of management,
operations, finance, marketing,
research and development,
engineering.

Internal weaknesses (W)

Weaknesses in the spheres
mentioned in the cell “internal
strengths™

External opportunities (O)

(Consider also a risk) such as
current and future economic
conditions, political and social
changes, new products, services and
technology.

SO strategy: Maxi — Maxi

Potentially the most successful
strategy which uses strengths of an
organization for utilizing
opportunities.

WO strategy: Mini — Maxi

Such as a development strategy
to overcome weaknesses in
order to take advantage of
opportunities.

External threats (T)

Such as lack of energy,
competitiveness and shortcomings in
the areas mentioned in the previous
cell ““external opportunities™

ST strategy: Maxi - Mini

Such as the use of internal
strengths to overcome the threats
or to circumvent them.

WT strategy: Mini - Mini

Such as reduction, winding-up
or joint venture.

Source: Koontz [3]
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However, scientific literature (e.g., Koontz, 1993; Ketkovsky, 2002; Veber, 2007) does not usually
describe how to evaluate the strengths and weaknesses, opportunities and threats. Certain guidance is provided
by Kotler in his book Marketing Management: “Marketing opportunities can be classified according to
attractiveness and success probability. Threats should be classified according to their seriousness and probability
of occurrence. Strengths and weaknesses should be classified according to performance and importance.”
Nevertheless, the guidance is more marketing-oriented and it is questionable whether it is applicable even
outside the business sphere.
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Fig. 1: Dynamics of a SWOT analysis

Source: Koontz [3]

If the assessment of a SWOT analysis is not standardized, an own approach is offered to analysts how to
evaluate the information and pinpoint the direction of other strategic considerations. Often, however, as
mentioned in the text above, a SWOT analysis ends with mere enumeration of influence factors, see Fig. 2.
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Fig. 2: lllustration of a SWOT analysis
Source: The development program of the Moravian-Silesian Region [8]

3 PROPOSALS OF SWOT ANALYSIS EVALUATION FOR STRATEGIC PLANS

The initial, if possible comprehensive identification of factors representing S (strengths), W (weaknesses),
W (opportunities), T (threats) is insufficient to determine a strategic orientation. Therefore, we offer to expert
discussion two relatively exact approaches for evaluating the intensity of their mutual relations and the intensity
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of influence on the strategic orientation of an organization. We acknowledge the approaches are not very
original, but their application in assessing a SWOT analysis is original.

The first approach is based on the evaluation of mutual relationships between strengths and weaknesses,

opportunities and threats using the symbols +, - and 0, as follows:

1)

2)
3)

4)

positive relationship +
strong positive relationship + +
negative relationship -
strong negative relationship - -

no relationship 0
The evaluation itself is carried out in the following steps:

Depending on the intensity and direction of a relationship we assign the symbols (+ +, +, 0, -, --) the
interrelationships between strengths and weaknesses, opportunities and threats.

The symbols (+ +, +, 0, -, --) will be substituted by numbers (2, 1, 0, -1, 2).

For the individual quadrants of the SWOT matrix, we set the strategic potential as a sum of values
assigned to the relevant relationships.

The highest absolute value of the strategic potential defines the strategic orientation in the SWOT
matrix.

The second approach is essentially based on the determination of weights for individual influence

factors of the relational SWOT matrix. We proceed as follows:

1)

2)

3)

4

The evaluation of the SWOT matrix factors with values in the interval of <-10, 10>. The evaluation is
performed by an expert estimate. It results from the logic that weaknesses and threats are assigned a
negative sign.

The entire SWOT matrix (strengths and weaknesses, opportunities and threats) is evaluated by the sum
of the weights of items.

According to the evaluation numbers of the appropriate quadrants of the relational SWOT matrix the
coordinates of the point which determines the resulting strategic quadrant, are defined. Zero of the
coordinate system is located at the intersection of all four quadrants. In each semi-axis, the value of the
relevant SWOT matrix area is highlighted. The larger absolute value of the pair of strengths and
weaknesses, opportunities and threats determines the required coordinates of the point and the relevant
strategic quadrant of the SWOT matrix.

For greater clarity, both approaches are applied to the SWOT analysis of the town of VVratimov.

SWOT ANALYSIS OF THE TOWN OF VRATIMOV

The town of Vratimov is a municipality located in the Moravian-Silesian Region, particularly in the

northwest tip of the Frydek-Mistek District. It consists of two boroughs: Vratimov and Horni Datyné. Officially,
it belongs to the Ostrava-City District and according to its cadastre it borders with the towns of Ostrava, Senov
and Paskov. Together with other 7 towns it belongs to the Silesian Gate Region and thus forms a gateway to the
Beskydy Mountains Euroregion. [6] It performs tasks of separate competency to the extent provided by law and
delegated competency in the District of Administration — Vratimov, Horni Datyné and Repists. [6]

According to the Czech Statistical Office there lived 6 850 inhabitants in Vratimov on 1st January 2010.

Residents of the town of Vratimov mostly commute for work to conurbation of four large towns in surroundings
— Ostrava, Frydek Mistek, Karvind and Havifov. The registered unemployment rate in Vratimov was 8,9 % on
31 December 2009. The total number of enterprises in Vratimov was 1,199 on 31 December 2010. [7]

Based on the examination of available information and results of own empirical investigation strengths

and weaknesses, opportunities and threats of the town were identified, see Tab. 2.
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Tab. 2: Overview of strengths and weaknesses, opportunities and threats of the town of Vratimov and weights of
influence factors

STRENGTHS WEAKNESSES
S1 - A favourable location of the town, public transport | W1 — Sewerage system not completed, in some parts
(10) of the town gas distribution (-7)
S2 — Plenty of space for relaxation, recreation and sport | W2 — A very poor condition of both local and state
(7 roads and pavements (-10)
S3 - Very good conditions for cultural and social W3 — Problems with aberrant citizens of the town (-5)
activities of citizens (7)
S4 — A sufficient network of schools and school W4 — Lack of parking space (-6)
facilities (7)
S5 — Cleanliness and plenty of green (8) W5 — Excessive traffic (-9)
S6 — A quality environment for living (8) W6 — Industrial load, home heating with solid fuels —

poor quality of air and environment (-10)

S7 — Suitable areas for construction of new family W7 — Missing facilities for seniors, playgrounds and
houses (5) places for young people (-8)
S8 — Supply and level of food shops (8)
average: 6; sum: 60 average: -7.86; sum:-55
OPPORTUNITIES THREATS
01 — New housing construction (6) T1 - Traffic load (-10)
02 - Bring people to more active interest in the T2 - Lack of finance (-8)
municipality development (9)
O3 - Building up playgrounds (10) T3 - Air pollution — local heating and large
enterprises (-10)
04 - Strengthening missing services (competing T4 - Increasing crime (-8)

pharmacy, grocery store in the outskirts of the town,
confectionery, fast food, local TV, ...) (7)

O5 - Improving care for seniors (retirement home, ...) | T5 - Failure to receive grant funding from the EU (-8)
()

06 - Building a new multi-purpose hall (10) T6 - Industrial zone in the town centre, landfill,
incineration of waste (-9)

O7 - Improvement draw-downs of grants from the EU
9)

08 - Development of small and medium businesses (5)

average: 7.86; sum: 63 average: -8.83; sum: -53

Source: inherent processing

In order to perform the evaluation of the SWOT analysis, we applied the above two approaches. The
results of the assessment of strengths and weaknesses, opportunities and threats by the application of the first
approach are given in Annexes 1 to 3. Annex 1 shows the evaluation of the relational SWOT matrix factors
using symbols. Annex 2 then illustrates their numerical representation. Annex 3 is derived from Annex 2 and
shows the strategic potential of individual quadrants of the SWOT matrix.

The annexes, especially then Annex 3, show that the highest absolute value of strategic potential is 34,
which corresponds to the strategic quadrant S — O. Therefore, the strengths and opportunities dominate in
Vratimov. The second highest absolute value of 30 represents the strategic quadrant S — T that is followed by the
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quadrant W — T (19) and the last quadrant is W — O (5). The management should, therefore, formulate a strategy
based on the strengths of Vratimov, while leveraging opportunities that occur for the town.

The SWOT analysis can be evaluated using the second approach we proposed as well. Its application
means that the influence factors of the SWOT analysis are assigned weights, see Tab. 2. Once weights are
assigned to the factors, they are add, giving us the evaluation numbers of the relevant SWOT matrix quadrants,
see Tab. 2. Subsequently, these numbers are plotted in a coordinate system, see Fig. 3. The last step is to find a
point that defines the strategic target quadrant. The searched coordinates of the point are given by a higher
absolute value of numbers on the horizontal and vertical axes, see Fig. 3.
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Fig. 3: Determining the strategic quadrant

Source: inherent processing

The figure shows that the target strategic quadrant is the quadrant S — O.

5 CONCLUSIONS

Both our proposed approaches for the SWOT analysis evaluation in case of the analysis of the town of
Vratimov resulted in the target S — O strategic quadrant. To generalize this conclusion, the management of an
organization can receive with this quadrant some guidance for the formulation of a specific strategy.

As indicated in Fig. 2, the analyst should not forget about the dynamics and thus the possibility of
changes or development of the items under consideration in time. It can therefore be recommended to conduct
the SWOT analysis in a time perspective to obtain more stereoscopic vision for strategic considerations.
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The aim of this paper was not to carry out a SWOT analysis of the town of Vratimov, but to inform the
professional public about our proposed procedures for its evaluation. We believe that the advantage of the
proposed approaches is the efforts to extract exact information from SWOT analyses for identifying and
verifying strategic concepts of organizations. We also believe that this-way-set conclusion of strategic analysis
allows building a future strategy of a managed organization much harder to prevent frequent changes in strategic
plans. It is understandable that so-called strategic gaps cannot be completely eliminated, but a clearer assessment
of SWOT analysis can help to reduce their size and frequency.

Whether our proposed approaches for the evaluation of a SWOT analysis will fulfil their ambitions, it
depends mainly on taking our suggestions into practice.
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RESUME

Jednou z klicovych oblasti, které se vénuje vrcholovy management podniku, instituce, municipality i
neziskové organizace (dale jen organizace) je strategické fizeni, které vyustuje ve formulovani vlastni strategie.
ManaZerska teorie a zejména praxe znd a uziva fadu strategickych analyz, které se zaméfuji na identifikaci
ovliviiujicich faktorti vnéjsiho a vnitiniho prostiedi zajmové organizace a predikei jejich dalsiho vyvoje. Mezi
nejznaméjsi patii PEST analyza, Porteriiv model, analyza zdroji, BSG model a SWOT analyza.

A pravé SWOT analyze se vénuje i nas ¢lanek. SWOT analyza je Siroce pouzivanou analyzou, se kterou
se muzeme setkat nejen v podnikové praxi, ale i v oblasti municipalit. Odbornd literatura vSak obvykle
nepopisuje, jak vyhodnotit silné a slabé stranky, piileZitosti a hrozby.

Samotna identifikace polozek hodnocenych oblasti je nesporné pfinosna, avSak dle naSeho nazoru
nedostatecna. Proto k odborné diskuzi nabizime dva naSe pfistupy.

Prvni pfistup je zalozen na ohodnoceni vzajemného vztahu silnych a slabych stranek ptilezitosti a hrozeb
pomoci symboli +, - a 0. Druhy pfistup je v podstaté zaloZen na urceni vah jednotlivym polozkam SWOT. Pro
veétsi nazornost byly oba pfistupy aplikovany na SWOT analyze mésta Vratimov.
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Annex 1: Evaluation of the relational SWOT matrix factors using symbols
Opportunities

0o1 02 03 04 05 06 o7 08
++ 0 0 + 0 0 + ++
0 + ++ 0 0 ++ ++ 0
0 A 0 0 0 0 + 0
0 0 0 0 0 0 + 0
++ A 0 0 0 0 + 0
++ A 0 0 0 0 4 0
++ + 0 + 0 0 + 0
+ 0 0 ++ 0 0 0 4Far
-- 0 0 0 0 0 -- 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
- 0 0 0 0 0 0 0
- 0 0 0 0 0 0 0
- 0 0 0 0 0 0 0
- - + 0 + + + 0

Annex 2: Numerical representation of the relational SWOT matrix factors
Opportunities
0o1 02 03 04 05 06 o7 08
2 0 0 1 0 0 1 2
0 1 2 0 0 2 2 0
0 1 0 0 0 0 1 0
0 0 0 0 0 0 1 0
2 1 0 0 0 0 1 0
2 1 0 0 0 0 1 0
2 1 0 1 0 0 1 0
1 0 0 2 0 0 0 2
-2 0 0 0 0 0 -2 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
-1 0 0 0 0 0 0 0
-1 0 0 0 0 0 0 0
-1 0 0 0 0 0 0 0
il il 1 0 1 1 1 0
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Annex 3: Strategic potential of the relational SWOT matrix quadrants

GeoScience Engineering Volume LVIII (2012), No.2
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