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Abstract

Defining the organization implies to set its limits — in a number of senses. This paper refers to
the limits of the organization from management standpoint. Correctly defining,
understanding, and applying the concept of managerial limits of the organization — which
does not necessarily match the physical borders of its building and building facilities — have
serious implications. The paper mentions three of them: (i) avoiding strategy errors while
applying SWOT analysis; (ii) lowering the impact of risk factors in project management; (iii)
improving quality of decisions in early warning systems. The current study is focused on the
first implication.

Based on literature survey and practical cases — met during author’s research and consulting
activity, original concepts are introduced (as managerial limits of the organization). One
case is built around a service company, active in Romania, member of a multinational group.
The paper offers novel prospective on traditional organization management; it also has
positive influence on strategy thinking and making. Recommendations related to managerial
and cross-cultural issues are made as well.
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Introduction: Defining the organization from
managerial standpoint

To define an organization (as a structure) implies to
establish its limits — in a number of senses: as
property limits, administrative limits, geo-spatial
limits. This paper refers to the limits of the
organization from management standpoint — just
call it managerial limits of the organization, which
may accidentally overlap on some of the previous
ones.

The management standpoint is related to the
managing body of the organization and,
specifically, to the position of top manager of the
organization (CEO — Chief Executive Officer) and
his/her main attribute (decision making). The
[abstract] domain covered by decisions made by
the organization’s managing body is defined as
managed organization; its limits are the
managerial limitsof the organization.

In broader sense, the [abstract] domain covered by
decisions made by any system’s managing body is
defined as managed system; its limits are the
managerial limits of that system. The system may
be any manageable structure (as individuals, teams,
projects, organizations, geographical regions or
countries, industries or economy sectors).

Correctly defining, understanding, and applying the
concept of managerial limits of the organization —
which does not necessarily match and might go
well over the physical borders of its building and
building facilities — have serious implications.
There are, at least, three major managerial
implications:

(i) Avoiding errors while applying SWOT analysis
during the strategic planning process;

(if) Lowering the impact of risk factors in project
management — as risk factors, in project
management, along the project lifecycle, are all
external factors;

(iii) Improving the quality of decisions in early
warning systems.

In all these cases, correctly understanding the
managerial limits of the system — which are all
abstract, conceptual limits — is the key-element of
improving the quality of decisions made, and,
eventually, avoid grave errors.

When considering the impact of risk factors in
project management: as risk factors, along the
project lifecycle, are all external factors, the errors
might be as serious as making the distinction
between project success and failure.

Example 1. The case of devastating accident at
Fukushima nuclear facilities (Scarlatet al., 2011b)
has brought into experts' attention new elements
related to the issue of increased safety of the
critical infrastructures — as NPP (nuclear power
plants). Based on the similarity identified between
the NPP lifecycle and project lifecycle, it is
suggested that project management principles
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(Scarlat, 2015) may be applied in case of NPP
projects — in addition to all specific methods for
safety and risk analysis that were developed for
NPPs. The managers of the NPP critical
infrastructure projects must consider several risk
dimensions — in addition to the nuclear safety-
related risk — considering the cause-effect
relationships  between  external/risk  factors
themselves (Scarlat et al., 2011b).

In addition, if managerial limits of the project are
mistaken then there is a higher probability that
some risk factors will not be included in risk
analysis and, consequently, poorly managed. The
ultimate effect would be riskier project
implementation, and higher chances to fail.

Besides emergency management, developing early
warning systems is another important area where
accurate definition of managerial limits of the
system is key-issue. It is absolutely necessary that
traditional SWOT analysis (Humphrey, 2005) to be
supplemented with newer dynamic analysis
capabilities and strategy tools, including early
warning and opportunities concept, which provides
crucial inputs for scenario building, strategic
thinking and decisions — so improving the quality
of decisions in early warning systems is another
emerging hot-issue in today management (Popescu
and Scarlat, 2015).

The focus in this paper is on the first major
managerial implication of properly defining the
managerial limits of the organization: (i) avoid
errors while applying SWOT analysis during the
strategic planning process.The study findings are
based on author’s consulting experience in business
and project management areas. Other two examples
are provided; in one of them SWOT analysis was
conducted as part of three month consulting and
training project during winter 2014-2015. The case
is built around a local branch of a multinational
group — made of national autonomous companies
servicing clients in local/national markets. Some
cross-cultural issues are emphasized as well.

Consequently, the remaining of this paper is
organized as follows: Brief literature survey on
SWOT analysis; The case; Results related to both
management and cross-cultural issues, followed by
conclusions,  managerial  implications  and
recommendations, limitations and further research.

Literature survey: SWOT analysis, its use,
benefits, and shortcomings

As method, SWOT [Strengths, Weaknesses,
Opportunities, Threats] analysis owes its large use
and success to its relatively simple and common
sense logics: good versus bad, positive versus
negative, favourable versus unfavourable (on one
hand) and internal versus external (on the other
hand). It may be applied at analyzing any system:
from very simple (a team or a group of people or
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even an individual) to any business or project to
any type of organization to regions, countries or
industries. The analysis is conducted from time
prospective (dynamic analysis) and management
standpoint i.e. its goal is to offer support for
decisions related to a [future] time horizon.

For these common sense reasons, it is
understandable that paternity of the method is
difficult to establish. However, the SWOT paternity
went to Albert S. Humphrey from Stanford
Research Institute (currently SRI International)
who described the genesis of this method as
follows (Humphrey, 2005, p.7): “We started as the
first step by asking, ‘What’s good and bad about
the operation?” Then we asked, “What is good and
bad about the present and the future?” 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. Hence S-O-F-T. This
was later changed to SWOT—don’t ask. (I’'m told
that Harvard and MIT have claimed credit for
SWOT...not so!)”.

The method has developed and it was extensively
used in the 1960s-1970s, then the four-column
format has evolved to matrix format — either
traditional (Figure 1) or combinatorial (Figure 2).
Both have advantages: traditional format is able to
emphasize the managerial limits of the
organization; combinatorial format sets the scene
for the strategic options quadrants (Figure 3).
SWOT is equally analysis method, methodology,
even philosophy — as it works by matching
(strengths and  opportunities to  generate
competitive advantage) and converting
(weaknesses into strengths and/or threats into
opportunities).

Traditionally, SWOT analysis used to be conducted
in six planning areas (product, process, customer,
distribution, finance, administration), segregating
short-term and long-term priorities. For its
simplicity, logics as well as benefits, this analysis
was used not only in companies and industry but
also in regional development projects, non-profit
and social sectors (Westhueset al., 2001).
Balamuralikrishna and Dugger (1995) reported
how to use SWOT analysis as a management tool —
in order to initiate new educational programs in US
vocational schools.

SWOT analysis could also be used to develop the
manager’s performance by drawing up “a schedule
of your strengths and weaknesses as a manager.
You can complete this ‘swot’ analysis [...] by
considering your opportunities for advancement in
your present organization (or elsewhere) and
assessing any threats that might prevent you from
realizing your ambitions” (Armstrong, 2004, p.88).
The need to improve the method/methodology was
underlined by Koch (2000), because superficial use
of the SWOT analysis, with no or little critical

thought, leads to misrepresenting of strengths,
weaknesses, opportunities and threats.

The critics of the methodology — Menon et al.
(1999) and Hill and Westbrook (1997) have shown
that it might have negative results in terms of
performance, and Weihrich (1982) has argued that
it is difficult to convert the results of SWOT
analysis into actions — have enriched and developed
it: Weihrich introduced the TOWS conceptual
framework, in order to identify the most efficient
actions; other complementary analyses have been
proposed, such as Porter’s five forces analysis
(Porter, 1980) for external analysis, still keeping
internal analysis (as strengths and weaknesses).
Despite its critics, the SWOT analysis was
successfully used as strategy development tool:
when using SWOT analysis for strategy purposes,
“the emphasis is not on listing any kind of
strengths, weaknesses, opportunities, and threats
but rather on identifying those that are strategy
related.” (Thompson and Strickland, 1983, p.277)
Same scholars have stated that “in addition to the
SWOT analysis, which ranges across all aspects of
the firm’s situation, the firm needs to conduct an
explicit assessment of its competitive market
position. [...] this is simply to identify and evaluate
the pluses and minuses associated with the firm’s
present competitive standing. Particular attention
needs to be given to (1) whether the firm, with its
present strategy, is gaining or losing ground in its
target markets, (2) whether the firm’s position can
be expected to improve or deteriorate if the present
strategy is continued (allowing for finetunning),
and (3) what strategic adjustments can be initiated
to improve the firm’s strategic position.”
(Thompson and Strickland, 1983, pp.278-279)

Hill and Jones consider SWOT (combining internal
and external analyses) as key-component of the
strategic management process - serving for
strategic choice (Hill and Jones, 1995, pp.7-11) or
as a step for implementing strategic change (Hill
and Jones, 1995, pp.428).

Kaplan and Norton (2001, pp.283-285) accept use
of SWOT analysis — as a phase of the traditional
process for strategy development — in order to
integrate the Balanced Scorecard (BSC) into
strategic planning process (SWOT as a phase in the
traditional process for strategy development and
BSC as the last phase of the new process for
strategy deployment).

Armstrong (2004, p.175) recommends the external
analysis / SWOT analysis as the third step
(“conduct environmental scans”) of formulating
strategic plans.

Overall, the most successful applications — but also
the most risky and, sometimes, fatal decisions —
came up during the strategy making process.
Consequently, it is legitimate to wonder why SWOT
analysis leads to such opposite results.
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As mentioned before, the superficial use of the
method, with no or little critical thought, leads to
misrepresentations (Koch, 2000) or confusions
among strengths, weaknesses, opportunities and
threats — which might lead to errors in identifying
the right strategic option (ultimately, in extreme
cases, it is picking the losing strategy instead of the
winning one). This is a valid but not complete
answer. The following case (Example 2) offers
another prospective about the misrepresentations or
confusions — related to the accurate definition of
the managerial limits of the organization.

Example 2. In the 1990s and early 2000s, the
Romanian higher education system was reformed.
In this framework, a World Bank funded project
aimed to create a network of 34 multi-user research
centres (MURC) within universities (2000-2002).
MURCs were supposed to be nodes of a scientific
research network (equipped with state-of-the-art
lab devices) to serve national and even regional
market.

Equipment operation was not a problem but the
centre management was: the first attempt to
develop and assess the strategies developed by
MURCs (2000/2001) has failed. The SWOT
method was integrated in a complete survey,
questionnaire-based, and the results related to the
centre’s strategy were not relevant. There were
numerous errors - because of lack of previous
training as well as superficial use of the method,
with no or little critical thought. Most of the errors
were: basic management flaws; reciprocal
confusions between strengths and opportunities as
well as between weaknesses and
threats(Dumitracheet al., 2003).

Figure 3 displays one basic error that has been
made. One MURC management team assumed —
after completing superficial SWOT analysis — that
their centre is in [T,S] quarter (marked in red
colour). In-depth analysis, considering managerial
limits of the organization, identified placement
errors — as a couple of opportunities were taken for
strong points. The rectifying changes are marked
with green arrows: (i) the strengths are (in reality)
less, and even fewer (relative to weaknesses); (ii)
the opportunities are (in reality) more, and became
dominant (relative to threats). The result displays
fatal strategy error: opting for diversification [T,S]
quarter instead of retrenching [O,W] quarter.
Nevertheless, the story happily ends: after a
training session on organization strategy (Brasov,
March 2002; 40 representatives from 31 MURCs in
attendance) and tailored consulting sessions on how
to use SWOT analysis, stressing on managerial
limits of the MURC, a second attempt to develop
MURC strategies was successful.

Besides the limits already mentioned, another type
of limitation is conducting SWOT analysis around
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“mindset” goals (previously decided objectives). In
these situations the potential of team analysis and
brainstorming sessions are seriously limited. Such a
case is when the interests of community are
neglected: “the design of a SWOT analysis by one
or two community workers is limiting to the
realities of the forces specifically external factors,
and devalues the possible contributions of
community members” (Chermak and Kasshanna,
2007).

It seems that over the last decade the SWOT
analysis reached its limits: in “The A-Z of
management concepts and models” — citing Hamel
and Prahalad (1994) and Mintzberg (1994) — Karlof
and Lévingsson (2005, pp.355-358) do not mention
the SWOT analysis at all, not even in the Strategy
section.

The case: Service company, member of a
multinational group

The case develops around a service company,
active in Romania. The company is member of
aninternational group(26 countries worldwide) —
made of national autonomous companies servicing
clients in local/national markets.

SWOT analysis (phase of the strategic planning
process) was conducted as part of three month
consulting and training project during winter 2014-
2015.

The process has followed Humphrey’s credo: “1)
Give all members of staff the opportunity to submit
their own personal views of what is Good and Bad/
Present and Future from their position in the
business; 2) Urge staff to identify trivial issues, for
that’s where the gold lies — not in the Big ldeas;
and 3) Ask staff to write legibly and divide the
ideas into the six classifications.” (Humphrey,
2005, p.8)

Special attention was paid to avoiding errors,
making sure that concepts of managed organization
and managerial limitsof the organization are well
understood and applied.

In an effort to avoid methodology traps — as
previous studies and examples have shown — team
work and techniques were used. Glass (1991) noted
that group techniques are effective in providing
objectivity and focus to discussions about strategy.
The following example is focused on the manner
that teams worked — highlighting some
management and cultural issues.

Example 3. Referring to the SWOT analysis
conducted in the company above, there are a few
comments to be made relative to the teamwork. If
objectivity and focus were rather kept, the
teamwork itself suffered — as individual
assignments did not always match and integrate in
the teamwork product (individualism prevailed)
(Hofstede, 1991).
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Even working in teams, positive self-appreciation
was another visible cultural issue: strengths
significantly outnumbered weaknesses (6.7, in
average, as compared to 3.7) while opportunities
and threats were rather balanced (as number of
items identified) — Table 1. When the teams got
together, and they were asked to document and
provide strong evidences for relatively larger
number of strengths, the situation has changed (as
depicted in Table 1: number of strengths
diminished). It seems that Romanians, like a few
other populations, are talking bigger than others
(Finns, for example, are more modest and shy).
From methodology standpoint, item analysis has
confirmed that item prioritization is useful but
(subjective) weighting is misleading. Strengths and
weaknesses do not counterbalance; a single
weakness may be vulnerability.

At last, one more remark related to weakness
ranking and setting the right threshold: weaknesses
of very low intensity might become more intense in
time (and develop as vulnerabilities); therefore is
not wise to remove them without profound thought.

Results: management and cross-cultural issues
In the case of the service company (member of an
international group), the major methodology traps
and errors were avoided. However, new issues
were revealed.

Culturally, Romanians (Rozell, et al.,, 2009;
Scarlat, Rozell and Scroggins, 2011a) do have their
own characteristics, which become visible when
working in multi-cultural teams (for the company
presented in Example 3 the issue is critical as
member of an international group).

In addition, there are cultural attributes that might
influence the results of SWOT analysis (positive
self-appreciation) or the quality of team work
(preference given to individualism).

Conclusions, managerial implications and
recommendations

SWOT analysis has wide range of applications —
from individual level to teams and projects, to
organizations to regions and countries, across all
industries, in all sectors of economic and social life.
However, great deal of literature demonstrates that
SWOT analysis is first and foremost used during
strategic planning process.

The author proposes the concept of managerial
limits of the organization — which has three types of
managerial implications (Example 1 refers to one
of them); the paper focuses on the first one
(avoiding errors while applying SWOT analysis —
just in the course of strategic planning).

Results provided by Example 2 confirm, complete
and enrich Koch’s (2000) observations that
superficial use of the method, with no or little
critical thought, leads to misrepresentations. The
example makes obvious how this type of

misrepresentations  (confusing  strengths  and
opportunities; weaknesses and threats) lead to
errors in choosing the strategy (in extreme cases,
picking the losing strategy instead of the winning
one). Defining correctly the managerial limits of
the organization is the key to avoid costly
mistakes.

The case (Example 3) demonstrated that SWOT
analysis can be successfully used as a tool for
strategic analysis if: proper training is offered in
advance; teamwork is carefully conducted;
attention to cultural issues is paid accordingly.

Limitations and further research avenues

This paper is focused on the first managerial
implication, while other two are fairly discussed or
mentioned. A more extensive work should include
research results related to all three managerial
implications.
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Tables

Table 1
Number of identified items — while working in teams — before and after in-depth analysis (Example 3)

Number of identified items

Team S W o T

T1 4 2 1 3

T2 9 3 8 7

T3 7 6 5 5

Average number 6.7 3.7 4.7 5

Average number — after further in-depth analysis 4.7 4 5 4.7
Figures
Elements of the SWOT analysis, Relative to the usefulness and convenience
organized as traditional “Two-by-Two” matrix Favourable / positive Unfavourable / negative
[Strengths, Opportunities] Weaknesses, Threats]
Internal analysis
Relative to the [Strengths, Weaknesses] S ? w ?
managerial limits External analysis v v
.\ (0] T
[Opportunities, Threats]

Figure 1. SWOT “Two-by-Two” traditional matrix [shaded].Managerial limits are marked by the red-colour
borderline. Double-arrow dotted lines show possible confusions between elements of the matrix (Strengths «
Opportunities; Weaknesses <> Threats) — when managerial limits are disregarded.

Int | lysi
Elements of the SWOT analysis, A .erna anatysis —
. . i w ” . Unfavourable / negative Favourable / positive
organized as combinatorial “Two-by-Two” matrix
[Weaknesses] [Strengths]

F | iti

avourab e/pgsﬁwe [0, W] [0,5]
. [Opportunities]

External analysis -
Unfavourable / negative [T, W] [T,5]
[Threats] ! !

Figure 2. SWOT “Two-by-Two” combinatorial matrix [shaded]
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DEFENSIVE
STRATEGIES,
RETRENCHMENT

Real strategic
situation

Opportunities
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AGGRESSIVE
DEVELOPMENT,
CONCENTRATION

Weaknesses

GIVE UP

/E/rroneously estimated

strategic situation

Strengths

DIVERSIFICATION

Threats

Figure 3. Real (blue colour) and erroneously estimated (red colour) strategic options (Example 2) — in the
framework of SWOT analysis quadrants: Erroneously opting for diversification [T&S] instead of retrenching
[O&W] — when an opportunity is considered a strong point (disregarding managerial limits of the organization).
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