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0.3 Generating Alternative Strategies

FIGURE 6-3
TOWS Matrix

by Using a TOWS Matrix

Thus far we have discussed how a firm uses SWOT analvsis to assess its situation. SWOT can
aiso be used to generate a number of possible alternative strategies. The TOWS Matrix
WS is just mn:hﬂ way of saying SWOT) illustraes how the external opportunities and
threats facing matched with that company s internal strengths
gnd weaknesses to result in fuur sets of possible strategic alternatives, (See Figure 6-3.) This
is & good way to use brainstorming to create alternative strategies that might not otherwise be
considered. [t forces stralegic managers to create various kinds of growth as well as retrench-
ment strategies. It can be used (o generate corporate as well as business strategies.

INTERNAL  Strengths (S) Wesknesses (W)
FACTORS iy 5 10 internal List 5 — 10 intemal
" (IFAS)  cyrangths nere weaknesses hare
FACTORS
(EFAS)
Opportunities (0) S0 Stretegies WD Straiegies
List 5 = 10 axiermal Ganerzils strateglos hare Ganemate sirategies here
opportunities hare that use strengths to take that taks advantage of
advantage of opportunifies  opportunities by
overcoming wesknesses
Threats (T) ST Stralegies WT Strategies
Ligt 510 axtarnal Generals sirmtegies hare Genemis sirategies herm
threats here that use strengths o that minimize weaknessas
avald thraats &nd avoid threats

‘u{JL BCE Helr:r.'n.'r._f from Loog-Range Planning, Vel /5 Ne. 2. 1952, Weshrich “The TOWS Matriz—A Tool For
Sinsational Analveis.” p. 60, Copvright © 982 with permirzion of Elievier




CHAPTER 6 Suucgy Formulation: Situation Ansivsizand Business Stralegy u

To generate a TOWS Matrix for Maytag Corporation in 1995, for example, use the Exter-

nal Factor Analysis Summary (EFAS) Table listed in Table 4-5 from Chapter 4 and the In-
ternal Factor Analysis Summary (IFAS) Table listed in Table 52 from Chapter 5. To build
Figure 64, take the following steps:

L

-
-

In the Opportunities (0) block, list the external opportunities available in the company's
or business unit's current and future environment from the EFAS Table (Table 4-5),

In the Threats (T) block, list the external threats facing the company or unit now and in
the future from the EFAS Table (Table 4-5).

In the Strengths (S) block, list the specific areas of current and future strength for the
company or unit from the IFAS Table (Table 5-2).

In the Weaknesses (W) block, lat the specific areas of current and foture weakness for
the company or unit from the IFAS Table (Table 5-2)

Gienerate a series of possible strategies for the company or business unit under consider-

ation based on particular combinations of the four sets-of factors:

= SO Strategies are generated by thinking of ways in which a company or business unil

could use its srengths to take advaniage of opportunities.

ST Strategles consider a company’s or unit's sirengths as a way to avoid threats.

WO Strategies attemnpt to take advantage of opportunities by overcoming weaknesses,
+ WT Strategies are basically defensive and primarily act to minimize weaknesses and

avoud threats
The TOWS Matrix is very useful for generating a series of alternatives that the decision

makers of 4 company or business unit might not otherwise have considered. It can be used for
the corporation as & whole (as is done in Figure 64 with Maytag Corporation before it sold
Hoover Europe), or it can be used for & specific business unit within a corporation (such as
Hoover's floor care products). Nevertheless using a TOWS Matrix is only one of many ways
to penerate alternative strategies, Another approach is to evaluate each business unit within a
corporation in terms of possible competitive and cooperative sirategies.

siness Strategies

vantage against other competitors)

company should be in, business strateg Mo w the company or its units should compele or

cooperate in each industry.

PORTER'S COMPET

s Should we compete on the basis of lower cost (fnd thus price), or should we

STRATEGIES

Wpetitive strategy raises the following questions:

our products or services on some basis other than cost, such as quality or service?

e



Weighted
Internal Strategic Factors Weight Rating Score Comments
1 _ 4 5
L1 L =3 L=
Strengths
S Quality Maytag culture 15 5.0 T3 Quality key to success
52 Experienced top mansgement 05 4.2 21 Enow appliances
53 Vertical integration 10 19 9 Dedicated factories
%4 Emplovee relations 05 i0 A3 Good, but dateriorating
55 Hoover's international orienttion 15 2.8 Z Hoover name in cleaners
Weaknesses
W1 Process-oriented R&ED 03 2.2 il Slow on new products
W2 Distribution channels 05 20 10 Superstores replacing small
dealers
W3 Financial position 15 2.0 30 High debt load
W4 Global positioning 20 21 A2 Hoover weak curside the
United Kingdom end
Australia
W3 Manufacturing Taciiities 05 4.0 20 Investing now
Total Scores 1.00 3.05
Weighted
External Strategic Faclors Weight Rating Score Comments
1 2 4 | 5
=Ll e oAl
Opportunities
01 Economic intégration of
European Community | 20 4.1 42 Acgmisition of Hoover
02 Demographics favor guality [
appliances 10 5.0 Sl Muvtag quality
03 Economic development of Asia 05 1.0 A5 Low Maytag presence
04 Opening of Eastern Enrope 0F 20 10 Will take 1ime
05 Trend to “Super Stores’ 10 1.8 18 Maytag weak in this channel
Threats
Tl Increasing government regulations 10 4. Al Weil positioned
T2 Suong U.S. competition A 4.0 A0 Well positioned
T3 Whiripool and Electrolax strong
globally A5 30 A5 Hoover weak globully
T4 New product advances 05 12 06 uestionahle
TS Japanese sppliance companiss 10 ] 6 Only Asian presence |s Australia
Total Scores 1.04 3.15
E e

“The most fmpontant external &nd totermal factors are identified in the EFAS and IFAS Tabies ax shown here by shading thess factors




Internal Factors |
(IFAS Table 53-2) |

."': . :

/

Strengths (3)

51 Quality Maytag culture

$2 Experienced top management
53 Veriical inegration

54 Employee relations

55 Hoover's international orientation

Weaknesses (W)

W1 Process-oriented RE&ED
W2 Distribution channels

| W3 Financial position

Wi Global positioning
W3 Manufacturing facilities

(EFAS Table 2-5) “\:
|

/ Opportunities (0) SO Strategies WO Strategies &l e - ¢
/ W
S O Econamic integration of * Uze worldwide Hoover dixtribution + Expand Hoover's présence in w
Vi European Community chasnels i sell both Hoover and continental Exrope by Improving
/! o 02 Demographics favor quality Muaviag major appliances. Hoover quality and reducing
.'/ ;" 03 Economic development of Asia | = Find joint venture partners in | amifacturing and distriburion costs
#&$ 04 Opening of Eastern Egrope Eastern Europe-and Asta, = Emphasize superstore channel for all
05 Trend towand super stores | nom-Mayige bronds:
Threats (T) | ST Strategies | WT Strategies
Tl Increasing government regulation | = Acquire Ravtheon s appliance | = Sell off Dicie-Narco Division o
A T2 Swong U.S. competition business to increase U5 market | reduce debr.

Whirlpool and Electrolux
positioned for global economy
New product advances
lapanese appliance companies

xhare.

¢ Merge with o fapanese major fiome
appliancd ComEpGY.

= Sell aff alil non-Maytag brandy and

+ Emphasize cost reduction 1o reduce
break-even point

| *Sell gut to Raytheon or a Jepanese

srrongly defend Maytag's U5, piche. |

Jirm

Michael
corporations in a

called genenc because the)
for-profit organizations:

= Lower cost sirategy is the ability

by 1t competitive

ket. Bafore usi

the array of related industries in which it will also compete, This thould refle
derstanding of the firm's unique resources, Simply put, a8 company or business unit can

M These strategies are
businzss firm. even by not-

For a business unit to design, produce, and
tly than s competitors.




