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THE MATCHING STAGE

The Threats-Opportunities-Weaknesses-Strengths (TOWS) Matrix

The matching stage of the analytical framework for strategy formulation includes the
TOWS Matrix, the SPACE Matrix, the BCG Matrix, the 1E Matrix, and the Grand
Strategy Matrix. These matching tools rely upon input information derived from the
IFE Matrix, EFE Matrix, and Competitive Profile Matrix. Matching internal strengths/
weaknesses with external opportunities/threats suggests feasible alternative strategies.

Although the concept of “matching” was introduced in Chapter 1, more detail is
provided now. Matching means aligning internal factors with external factors to gen-
erate alternative strategies. For example, a firm with excess working capital (an intemal
strength) could take advantage of the aerospace industry's growing 40 percent annually
(an external opportunity) by acquiring a firm in the aerospace industry. This example
portrays simple one-to-one matchiﬁg In most situations, internal and external relation-
~ ships are more complex and the matchlng process tequites more thought. The basic
concept of matching is further exempliﬁed in Table 6.5.

Any organization, whether military, product-oriented, service-oriented, govern-
mental, or even athletic, must devise and execute good strategies to win. A good

Table 6.5 Matching key internal and external factors to formulate alternative strategies

Key Intemal Factor

Key External Factor

Resultant Strategy

Excess working capital (an
internal strength)

Insufficient capacity (an
internal weakness)

Strong R&D expettise (an
- internal strength) )
Poor employee morale (an
internal weakness)

40% annunl growth of the
aerospace industry (an
extemnal opportunity)

Exit of two major foreign

competitors from the Industry
(an external opportunity)

Decreasing numbers of young
adults {(an external threat)
Strong union activity (an
external chreat)

Acquite Aerospace, Inc.

Pursue horizontal integration '
by buying competitors'
facilities

Develop new products for
older adules

. Develop a new employee-

benefits package




offense without.a' good defense, ot vice vérsa, most often leads to defeat. Every orga-
nization has some mtemal stréngths and weaknesses and external opportunities and
threats. A firm can use its internal strengths to take advantage of external opportunities
or to overcome extemal threats. Alternatively, a firm could pursue defensive-type strat-
egles almed at overcaming weaknesses and avoiding external threats.

External threats| can be disastrous to firms that additionally have major internal
weaknesses. An orgamzauon could pursue strategies that improve on its internal weak-
nesses by taking advannge of external opportunities. Matchmg key internal and exter-
nal factors is more an art than a science! Strategic analysis and choice largely involve
maklng subjective juclgments based on objective information.

" The TOWS Matrix is an important strategy-formulation matching tool that results
in the develupmcnt of fuur types of strategies: SO Strategies, WO Strategics, ST Strat-
egies, and WT Stmtegles The letters S, O, W, and T stand for strengths, opporumities,
weaknesses, and thfedzs SO Strategies are based on using a firm's internal strengths to
take advantage of extem'nl opportunities.

Any company ‘wouldlike to he in a position where it can use its strengths to
exploit extetrial oppbrtunitrcs. Such an enterprise can fead from strengths, utilizing
resources to-take- adiantage of the market for its products and services. For example,
Mercedes Benz, wnth its technical know-how and quality image (intemal strengths),
could take advanitage of the increasing demand for luxury cars (external opportunity)
by expanding production.

Organizations generally will pursue WO, ST, or WT in order to get into a situa-
tion where they can | then apply an SO strategy. When a firm has major weaknesses, it
will strive to overcofne them, making them strengths. When a company faces major
threats; it w1ﬂ sek to avoid’ them. in order to concentrate more on oppartunities.

WO Strategies énm at improving internal weaknesses by takmg advantage of ex-
ternal opportunities Sometimes key external opportunities exist, but a firm has internal
weaknesses that prevent those opportunities from being exploited. For example, there
may be a great demand for electronic devices to control the amount and timing of fuel
injection in; automobile engines (opportunity), but a certain auto parts manufacturer
may lack the technoiogy requlred for producing these devices (weakness). One possible
WO stntcgy wpuld bc to acquiire this technology by forming a joint venture with a firm
having- competency in this- field. Another WO strategy would be to hire and train
people with' the required techinical capabilities.

ST Strategies are hased on using a firm's strengths to avoid or reduce the impact
of external threats. Thc aim i§ to capitalize on the firm? 8 strengths by minimizing ex-
ternal threats. This does not mean that a strong company. should -always meet threats
in the external environmem head-on. General Motors found this out in the 1960s
when Ralph Nader San .external threat) exposed safety hazards of the Corvair automo-
bile. GM used its st engths (size and influence) to ridicule Nader, and the direct con-
frontation caused more problems than expected. In retrospect, this ST Strategy was
probably inappropnate for GM at the time.



WT Strategies are directed at overcqiﬁiﬁg~in;gmal:\veaknesses and avoiding envi-
ronmental threats. The attempt is to minimize both wedknesses and threats. WT strat-
egles are defensive, Al company ficed with marly external threats and interrial weak-
nesses may indeed be in a precarious position. In fact, such a firm may have to fight
for its survival, merge, retrench, declare barikruptcy, or choose liquidation.

A schematic representation of the TOWS Marix is provided in Figure 6.3. Note
that a TOWS Matrix |is composed of nine cells. As shown, there are four key factor
cells, four strategy cells, and.one cell that is always left blank (the upper left cell). The
four strategy cells, 'lgﬂgleal“SO'. WO, ST, and WT; are developed after the four key
factor cells, labeled S,'W, O, and T are completed.

- .

Figure 6.3 The TOWS Matrix
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The steps invalved in constricting a TOWS Matrix are:
List the firm's key lnt'étndfstre_ngths.
List the firm’s key internal weaknesses.
List the firm's kéy extemnal opportunities.
List the firm’s key external threats.
. Match internal strengths with external opportunities and record the resultant SO
Strategies in the appropriate cell. -
6. Match internal Weaknesses with external opportunities and record the resultant WO
. strategies. . ' . . : L o
" 7. March internal "strengths"witl'i ex‘;‘er‘nal threats and record the resultant ST strate-
gles. oy : ) N
Match internal Jvea’knesses with external threats and record t/he resultant WT strat-
egies, : ‘

s W

Lo

- Mfalaftcflii'ﬁg' key internal. and external-fiicturs is the most difficult part of developing
a TOWS Matrix. 'g"h‘g ‘macching process requires good judgment and there Is no one
best aniswer. Note in Tuble 6.5, presented-edtlier, that the first, sicond, third, and
fourth strategies were SO, WO; ST, and WT strategies respectively. Some other ex-
amples of how to match key factors to generate feasible strategies are given as follows:

L. A strbp:g‘,ﬁnén‘giﬁl‘ [ : jr(i'ntér,hal strength) cbu‘pflfea':with unsaturated foreign mar-
kets. (iékl:éfﬁﬁl‘fdﬁﬁdf;uﬁﬁ ) could sugpest that market development would be an
appropriate SQs‘bp‘e strategy. } _

2; A lack of ‘techn{cgl;expgri;i;r(imémﬁ!’w’e‘ak'ﬁess)- coupled with a strong demand for
computer services (exteral opportunity) could suggest the WO strategy of acquiring
a high-tech computer company. :

3. A strong distribution system.(intémal strength) coupled with: intense government
derégulation (external threat) could suggest that concentric diversification would be
a desirable strategy. , B

4. Poor product q'u;!lty (internal 'wenkriess). coupled with unreliable; suppliers (external
threat) could. s; ‘

7

gest that backwaid iiitégration would be a feasible strategy. -

1.

The purpose of eaich. Stajte 2 matehing tool is to generate feasible ;iliernatlvé strat-
egles, not to select, or dtermine whick strategies are best. Therefore, not all of the
- strategles developed:in: the TOWS Miitrix and the othier Stage 2 tools will be selected -

for implementation.. . _—

. An example TOWS Matsix is provided in Figure 6.4 for Levi Strauss & Company.
Levi Strauss is headquartered in San Francisco and ‘has been the leader in the $1.7
billion-per-year: United States jeans business. Some of Levi's key strengths, weaknesses,
opportunities, threats, and strategies are identified. The notation “S2, 03" indicates



Figure 6.4 The TOWS Matrleapplied to Levi Strauss & Company

| " STRENGTHS ‘WEAKNESSES
| 1. Levi. Slrauss 1. Customer
hds excess loyally has
working capital. declined.
2. Advertising 2. Retall sales
effectiveness of Lewi’ 8 Jeans
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fu) ~lashioh'btand. - shul since
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o THAREATS ST STRATEGIES WT STRATEGIES
1. Both Blue Bell and VF Corp.'s 1. Retrenchment
jeans 4 #re dairiing market sharb. (close more
2. Sears and J. C. Penney's may . plants). W2, W3,
, withdravy thelr orders from Levi Strauss. 13, T4,
| 3. Levi Sﬁauss (raditional R 2. Market penetration .
‘ (ofter small retallers
speclal. incentives).
- W2, T3,

tot—and-a Dash of Hurnility,” Business Week.(Octubier 24, 1983): R5-88.

Source: Bascdon bevi Stmuss 1984 Annual Report and an amclc cnmlcd “Levi Strauss: A Touch of Fash-

that the justification for Levi Strauss considering furward integration is “strength num-
ber two ‘(advertising effectiveness)” matched with uppmtumty ‘number three (mass
rétailers-do not carry Levi's jeahs).” Similarly, the natation “W2,
Levi Strauss:shuuld consider nfférmg small réeailers special incentijes due to “weakness
. number two. (declining retail sales)" coupled with “threat numbér three (present dis-
tributors are srigered).” This tv)i)e of notation stiould always be usedin constructing a _
TOWS Mattix to reveal the bases for’ speeuﬁc steategies. Somet mes several internal
factors will be matched with several external factors to generate.a feasible alternative
strategy. As indicated in the Levi éxample, strategies do not ngcessanly have to be

developed for all four strategy célls

T3" indicatés that




When an organization has both the capital and human resources needed to distrib-
ute its own products: (internal strength), and distribugors are unreliable, costly, or in-
capable of meeting the firm's néeds: (éxternal threat), -then forward integration can be
an attractive ST type strategy. Sitnilarly; when a firm has excess production capacity

(inteimal weakqess).{an’d its basic.industry is experiencing declining annual sales and
profits (external tjhre}a“t), then concentric divérsification can be an éffective WT-type
stratégy. The strategy-formulation guidelines provided' in Chapter 2 can enhance strat-
eglsts” efforts to mgifv{:h key internal and. external factors effectively. :

It is important, in developing the TOWS Matrix, that one tailot specific strategies

to ;thgi‘glvén‘ﬁf:gﬁhiz:ﬁfibg} T}iht"_}ﬁu_‘ﬂuuﬁdt ‘jtits;‘ conclude that “an organization should
conaider pursuing ‘¢¢£ﬁ§hﬂt’ﬂc divétsification.” Rather, be more specifit, saying, perhaps,
‘ shiould consider divérsilying concentrically by adding motor homes

“The orginization sh
to its product line:”! L ; ,

An article entjtléd, “Mobil Wants To Be Your Milkman,” suggests. that Mobil is
planning to pu.tsii,é-’é major ST Strategy. Mabil's strerigth, 12,000 stations nationwide,
and an external threat, 50,000+ convenience stores in the United' States now selling
gasoline, combine to make the following ST strategy potentinlly atrsictive: Mobil in-
terids to tuen as many as possible of its full:service stations Into self-service gas islands
in corbination with convenilence ‘stores. (Mobil calls them Fsnack shops.")® Mobil's
yearly sales and profits declined from a high of $69 billion and $2.4 ‘billion réspectively
in 1981 to $60 billion and $1.3 billion in 1984. ' ' )
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FIGURE 64 - A TO\X)S Matrix for the Chrysler Corporation
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