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2.15: Strategic Analysis

Describe strategic analysis

“If a man does not know to what port he is steering, no wind is favorable to him.”

—Seneca
A Roman philosopher, statesman, and dramatist, Seneca’s quote is as applicable to strategic planning as it is to sailing—or any
other initiative. In the analysis stage, an organization identifies (or affirms) its mission or purpose (its “port”) and associated
operating framework, including culture and core values, and conducts a situational analysis.

An organization’s mission is its purpose or reason for existence, something that Simon Sinek refers to as its “why.”

 

A link to an interactive elements can be found at the bottom of this page.

You can also download a transcript for the video “Start With Why.”

Sinek’s point is that “people don’t buy what you do, they buy why you do it.”  And this applies to consumers, employees,
candidates and stakeholders broadly.

You can watch Sinek’s full talk here: “How Great Leaders Inspire Action”

Core values are the formal expression of the organization’s beliefs and what it values—an expression of the organization’s
personality and a guide for organizational and individual behavior. Consider the National Park Service’s explanation: “We have an
entire universe of values, but some of them are so primary, so important to us that [throughout] the changes in society, government,
politics, and technology they are STILL the core values we will abide by. In an ever-changing world, core values are constant.”
To tie it back to Sinek’s “why,” core values “help explain why we do business the way we do.” Thus, core values are not operating
practices or business policy, they guide or inform these practice or policy decisions.

As the IKEA example in the Why It Matters section of Module 1 illustrated, core values articulate what an organization stands and
thus inform a range of business decisions, including termination. Culture is how management and employees actually behave—
including whether/how policies and practices are enforced. The lived culture may or may not reflect the stated values; if there’s a
disconnect, the culture will undermine efforts to achieve the mission. As management guru Peter Drucker famously said (or not):
“Culture eats strategy for breakfast.”

The final step in this stage is conducting a strategic or situation analysis. Although there are a number of strategic analysis tools
that are valuable under different circumstances, the essential situational analysis tool is the SWOT analysis. This tool is a variation
on a model developed by management consultant Albert Humphrey, who led a Stanford University team researching how to
improve corporate planning effectiveness.  The approach the team developed was referred to as a “SOFT” analysis, based on the
following logic: “What is good in the present is Satisfactory, good in the future is an Opportunity; bad in the present is a Fault and
bad in the future is a Threat.”
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As illustrated in Figure 1, the acronym “SWOT” stands for strengths, weaknesses, opportunities and threats. Strengths and
weaknesses are based on internal factors and summarize the organization’s position relative to the competition. Opportunities and
threats are factors external to the organization—favorable or unfavorable conditions, to use the sailing analogy. For example, to
identify strengths and weaknesses, consider the organization’s position relative to the competition on key financial, human and
operating dimensions such as leadership expertise, workforce skills, brand and financial strength, capacity for innovation, strategic
networks and marketing and distribution infrastructure. To identify opportunities and threats, consider the organization’s exposure
to pending legislation, emerging technologies, societal trends and geopolitical or environmental risks to facilities, personnel or
supply chains.

Figure 1. SWOT Analysis

The objective of the exercise is to identify factors that influence success or failure and to incorporate them into strategic planning.
Thus, conducting a situation analysis positions an organization to capitalize on opportunities, manage risk and results in a more
realistic and achievable goals and objectives.
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