CHAPTER 4 Environmental Scanning and Industry Analysis (@Rl

TABLE 4-5 External Factor Analysis Summary (EFAS Table): Maytag as Example
Weighted

External Factors Weight Rating Score Comments
1 2 3 4 5
/Opportunities
& _Economic integration of European Community 20 4.1 .82 Acquisition of Hoover
Demogmphlcs favor quality appliances 10 5.0 .50 Maytag quality
® Economic' de\wclopment of Asia .05 1.0 .05 Low Maytag presence
= Opening ofEastemn Europe .05 2.0 .10 Will take time
= Trend to “Super--S_tc'irés” .10 1.8 18 Maytag weak in this channel
Threats '
= [ncreasing government regulations .10 43 43 Well positioned
= Strong U.S. competition .10 4.0 A0 Well positioned
= Whirlpool and Electrolux strong globally 15 3.0 45 Hoover weak globally
® New product advances .05 1.2 06 Questionable
= Japanese appliance companies 210 1.6 .16 Only Asian presence in
Australia
NOTES:

1. List opportunities and threats (8-10) in Column 1.

2. Weight each factor from 1.0 (Most Important) to 0.0 (Not Important) in Column 2 based on that factor’s probable impact on the company's
strategic position. The total weights must sum to 1.00.

Rate each factor from 5.0 (Outstanding) to 1.0 (Poor) in Column 3 based on the company’s response to that factor.

Multiply each factor’s weight times its rating to obtain each factor’s weighted score in Column 4.

Use Column 5 (comments) for the rationale used for each factor.

Add the individual weighted scores to obtain the total weighted score for the company in Column 4. This tells how well the company is
responding to the factors in its external environment.

SOURCE: Thomas L. Wheelen. Copyright © 1982, 1985, 1987, 1988, 1989, 1990, 1991, 1998, and every ycar after that. Kathryn E. Wheelen
solely owns all of (Dr.) Thomas L. Wheelen’s copyright materials. Kathryn E. Wheelen requires written reprint permission for each book that this
material is to be printed in. Thomas L. Wheelen and J. David Hunger, copyright © 1991-first year “External Factor Analysis Summary” (EFAS)
appeared in this text (4th ed.). Reprinted by permission of the copyright holders.
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4. In Column 4 (Weighted Score), multiply the weight in Column 2 for each factor times
its rating in Column 3 to obtain that factor’s weighted score.

5. In Column 5 (Comments), note why a particular factor was selected and how its weight
and rating were estimated.

6. Finally, add the weighted scores for all the external factors in Column 4 to determine the
total weighted score for that particular company. The total weighted score indicates how
well a particular company is responding to current and expected factors in its external
environment. The score can be used to compare that firm to other firms in the industry.
Check to ensure that the total weighted score truly reflects the company’s current per-
formance in terms of profitability and market share. The total weighted score for an
average firm in an industry is always 3.0.

As an example of this procedure, Table 4-5 includes a number of external factors for
Maytag Corporation with corresponding weights, ratings, and weighted scores provided. This
table is appropriate for 1995, long before Maytag was acquired by Whirlpool. Note that May-
tag’s total weight was 3.15, meaning that the corporation was slightly above average in the

major home appliance industry at that time.

Printed by Erick Abad (abade@my.erau.edu)on 2/16/2016 from 134.223.230.155 authorized to use until 1/9/2018. Use beyond the authorized userorvalid subscription date
represents a copyright violation.



PART 2 Scanning the Environment

TABLE 5-2 Internal Factor Analysis Summary (IFAS Table): Maytag as Example
Weighted

Internal Factors Weight Rating Score Comments

Strengths

® Quality Maytag culture 15 5.0 5 Quality key to success

= Experieaced top management .05 42 21 Know appliances

= Verticaldntegration .10 3.9 .39 Dedicated factories

= Employer relations j .05 3.0 .15 Good, but deteriorating

= Hoover's international’ | 15 2.8 42 Hoover name in cleaners

orientation

Weaknesses -

= Process-oriented R&D ; .05 22 a1 Slow on new products

= Distribution channels 05" 2.0 .10 Superstores replacing small dealers

= Financial position .15 2.0 30 High debt load

= Global positioning .20 2.1 42 Hoover weak outside the United
Kingdom and Australia

® Manufacturing facilities 05 4.0 .20 Investing now

Total Scores 1.00 - 3.05

NOTES:

1. List strengths and weaknesses (8—10) in Column 1.

2. Weight each factor from 1.0 (Most Important) to 0.0 (Not Important) in Column 2 based on that factor’s probable impact on the company’s
strategic position. The total weights must sum to 1.00.

Rate each factor from 5.0 (Outstanding) to 1.0 (Poor) in Column 3 based on the company’s response to that factor.

Multiply each factor’s weight times its rating to obtain each factor’s weighted score in Column 4.

Use Column 5 (comments) for the rationale used for each factor.

Add the individual weighted scores to obtain the total weighted score for the company in Column 4. This tells how well the company is
responding to the factors in its internal environment.

SOURCE: Thomas L. Wheelen, copyright © 1982, 1985, 1987, 1988, 1989, 1990, 1991, 1995, and every year after that. Kathryn E. Wheelen
solely owns all of (Dr.) Thomas L. Wheelen's copyright materials. Kathryn E. Wheelen requires written reprint permission for each book that
this material is to be printed in. Thomas L. Wheelen and J. David Hunger, copyright ® 1991—first year “Internal Factor Analysis Summary
(IFAS) appeared in this text (4th ed.) Reprinted by permission of the copyright holders.
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4. In Column 4 (Weighted Score), multiply the weight in Column 2 for each factor times
its rating in Column 3 to obtain that factor’s weighted score.

5. In Column 5 (Comments), note why a particular factor was selected and/or how its
weight and rating were estimated.

6. Finally, add the weighted scores for all the internal factors in Column 4 to determine the
total weighted score for that particular company. The total weighted score indicates how
well a particular company is responding to current and expected factors in its internal
environment. The score can be used to compare that firm to other firms in its industry.
Check to ensure that the total weighted score truly reflects the company’s current perfor-
mance in terms of profitability and market share. The total weighted score for an aver-
age firm in an industry is always 3.0.

As an example of this procedure, Table 5-2 includes a number of internal factors for
Maytag Corporation in 1995 (before Maytag was acquired by Whirlpool) with corresponding
weights, ratings, and weighted scores provided. Note that Maytag’s total weighted score is
3.05, meaning that the corporation is about average compared to the strengths and weaknesses
of others in the major home appliance industry.
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