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STRATEGY DEVELOPMENT BY USING SWOT ANALYSIS
IN A METALS MANUFACTURING COMPANY

A company’s condition and its role in the competitive market largely depends on its ability to
react to the various impacts, cuased by entrernal and external environment. This paper reveals
the results of SWOT analysis conducted to the Kazakhstani metals company. Based on the findings
of the research a number of recommendations to the company management were developed. The
paper is of scientific and pratical value, since the company has never applied the SWOT analysis
before to develop a strategic plan. Moreover, this research contributes with the real case-study of
the domestic company, the results of which could be applied to other sectors manufacturers. Dis-
covered strong and weak charaterisitcs, risks and opportunities of the company lead to the develop-
ment of suggestions to the management for further strategic plan development and to focus on
marketing activities. Previously to this paper, financial condition of the company has been com-

prehensively analyzed and organizational structure thorouly studied.

Keywords: SWOT analysis, strategy, decision-making, metal manufacturing company, risks,
production, marketing, ferrous metals, nonferrous metals.
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Introduction. In a market economy, the
degree of influence of the external environment
significantly exceeds the influence of the internal
environment. As the once closed economy is
integrated into the system of world economic
relations, their expansion and deepening, the
influence and significance of the external en-
vironment will inevitably increase. Therefore, in
order to be competitive even in the domestic mar-
ket, Kazakhstan’s business structures are forced
to produce products that are superior in their qua-
lity parameters not only to domestic, but also to
foreign analogues. Thisarticle considers the com-
pany, which operates in metal manufacturic sector.

The activity of collecting, harvesting and pro-
cessing of metal scrap and waste forms a kind of
sub-sector of metallurgical production. At present,
its purpose within the metallurgical industry is to
provide metcombinates with high-quality raw
materials for further production of metals and
finished products fromit.

This article analyzes the company XYZ,
which has been existing on the market for a long
time and has already won a competitive position.
The life cycle phase that the organization has en-
tered can be described as the maturity phase. It is
characterized by a stable organizational structure,
loyal customers and suppliers, and a formalized
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decision-making process. However, the analysis
reviled that the sales volume is unstable and varies
everytime.

During all the years of operation on the mar-
ket, which is more than four decades, the com-
pany’s management has not made any attempts
to apply the SWOT analysis for developing the
company’s strategic plans. Therefore, the main
purpose of this study was to conduct the SWOT
analysis of the company and develop recommen-
dations in accordance with the findings. Therefore,
this study has practical value along with the
scientific. The method was chosen because it helps
to distinguish the assets as well as the limits of the
company within its competitors.

Literature review. The SWOT anaylis wi-
dely used in various sectors of economy to asses
the external and internal environment of the com-
pany. As Krol suggests, the SWOT analysis aims
to show the relationships and interactions between
company’s strong sides, opportunities, risks and
limits [1]. Therefore, this analysis explores the
important factors to the subject of research. It
comprises of three stages, which are defining
strong and weak sides, discovering opportunities

Strengths
- long-time experince
- customer base
- highly qualified employees
-geographically diversified portfolio

- various servises provided

and threads, and eventually, based on findings, to
develop strategic recommendations. This paper
presents exactly these steps.

Moreover, Houben et al. imply that respon-
ding to the internal strengths and weaknesses in
of paramount importance for strategic mana-
gement [2]. Therefore, a number of Kazakhstani
companies conduct the SWOT analysis and act
accordingly [3-6].

If Bogomolova [7] presents the theory and
practice of the SWOT analysis, other Russian
scientists [8-9] provide the examples of applying
this method to the companies. Therefore, conduc-
ting SWOT analysis to the company in metal ma-
nufacturing sector in Kazakhstan would be infor-
mative and helpful for further research in this area.

Findings and discussion. It should be no-
ted that previously to this study financial analysis
of the company;, its organizational structure has
been studied. This paper focuses onlyon SWOT
analysis and developesrecoomendations based on
findings fromthisanalysis. Taking into consideration
previous research findings. The SWOT analysis
presented in the figure 1 below.

Weaknesses

- lack of marketing approach in
manageient

- no clear strategic directions
- low communication activity
- lack of available funds

XYZ

Opportunities
- increase in production volumes
- strengthen relationships wth partners

-enter new markets

Threats
- fierce compatition
-instability of production sector

-strained balance of domestic
consumption

-relatively small scale of enterprises

Figure 1. SWOT analysis of the XYZ company*

*Note — developed by the authors
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At the first stage of SWOT analysis, it is ne-
cessary to consider the strengths and weaknesses
of the company.

The strengths of the subject company are
determined by the relatively large experience of
the enterprise and the presence of a well-de-
veloped customer base. The second strong point
is the selection of exclusively highly qualified
employees, which consequently leads to the need
for high remuneration, but at the same time, has a
positive impact on the success of the enterprise.

The third strong point of the company is a
geographically diversified portfolio of regular
customers, including large enterprises of the me-
tallurgical industry in England, Turkey, the United
Arab Emirates, and so forth.

The fourth strength of the company is the
availability of several services provided to the
portfolio inadditionto the harvesting, processing
and marketing (export) scrap and waste of ferrous
and nonferrous metals. The company leases
warehouses with the provision of related services,
railway docks, production areas, crane pads and
provides services for loading / unloading.

However, along with the strengths of the
activities there are some shortcomings, which form
the weaknesses of the organization.

The first weak point is the lack of marketing
approaches in management, and consequently, the
production and sales orientation on business pro-
cesses, rather than the market orientation. The
second weakness is a lack of clear strategic direc-
tions of further development of business.

The third weak point is low communication
activity in the market. The lack ofa unified concept
for promoting products and services to potential
partners—suppliers of scrap metal and customers-
consumers of secondary non-ferrous and ferrous
metals. Thus, marketing functions completely
fall out of the company’s management system. The
fourth weak point is that there are no available
funds for further development and growth of the
enterprise.

Opportunities are defined as factors that
enable the company to implement any new busi-
ness processes, tasks, etc. The following opportu-

nities for the analyzed enterprise can be noted.

The first possibility is the development (in-
crease in production volumes) of the metallurgical
complex, which is the main consumer of secondary
metal resources. With this growth, the growth of
the demand for the products of such enterprises
is obvious. The second option is to strengthen
relationships with partners — suppliers of ferrous
and non-ferrous scrap and customers.

The third possibility is to enter new markets.
As noted above, the partnership provides several
other types of services for businesses located in
geographically remote regions, and as aresult, it
has the opportunity to expand the provision of
services for core activities by positioning itself as
a reliable partner for customers who consume
services for non-core activities of the partnership.

The influence of the external environment on
the business creates not only a number of oppor-
tunities, but also threats, i.e. such factors that can
damage the company’s activities and deprive it of
its existing advantages. Among the existing threats
to the partnership are the followings.

The first threat is fierce competition. Here,
especially noticeable is the restraining influence on
the business of the company are enterprises from
the strategic group of competitors that “take” in
similar geographical markets possible suppliers of
black and non-ferrous scrap metal, as well as custo-
mers-customers of secondary metal resources.

The second threat is an increase in risks due
to the instability of the production sector of the
economy. The third threat is the strained balance
of domestic consumption of metal resources. The
fourth threat is the relatively small scale of the en-
terprise, which may result in a decline in activity
due to lack of proper control or, for example, the
departure of at least one employee.

Based on the findings from SWOT analysis,
a number of recommendations to the company
have been developed. The first recommendation
would be to improve the efficiency of the compa-
nyit is necessary to develeop an effective stra-
tegy.An organization’s strategy is a comprehen-
sive plan of action that sets priorities for strategic
objectives, resources, and a rational way to achie-
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ve strategic goals. The main objective of the re-
commended strategy selection of the partnership
isto transfer it from the present state to the future
financial condition desired by management.

We should start with the fact that it is neces-
sary to resort to the management process itself,
which determines the sequence of actions of the
partnership in developing and implementing the
strategy. It should include:

—setting goals;

—strategy formulation;

— determining the necessary resources;

—maintaining relationships with the external
environment, which alloworganizations to solve the
tasks.

Development and strategy is carried out at
the highest level of management and is based on
the solution of the above tasks. At this stage of
decision-making, the President of the company
needs to evaluate alternative ways of the com-
pany’s activities and choose the best options to
achieve the goals set, the first of which will be to
increase profitability

Based on the analysis, the management of
the partnership is recommended to consider stra-
tegies for concentrated growth. If these strategies
followed, first the company would need to improve
their product or to increase the volume of its imp-
lementation, most likely resorting to external fi-
nancing. As for the market, the partnership needs
to look for ways to improve its position in the
existing market for tenants of warehouses and
railway dead ends.

However, as mentioned above, given the state
of scientific, technical and personnel potential,
material and technical base and the actual lack of
state support, it will be very difficult for themto
compete in the domestic and foreign markets and
ensure profitability growth, especially given the
current situation on the scrap metal market.

In this regard, the importance of another
reserve for improving the economic efficiency of
entrepreneurship increases many times — the abi-
lity of entrepreneurs to combine factors of pro-
duction and services to obtain advantages in the
market. In the course of this activity, there is a
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continuous assessment of external and internal
opportunities that open up to the business structure,
as well as threats from the external environment,
and the risks associated with them. This requires
ranking all events by two parameters: relevance,
which characterizes the speed of the event, and
the benefits (for opportunities) and risks (for
threats) associated with these events.

Thus, inthe current circumstances and based
on the assessment of the financial condition of the
company, the following ways to increase profita-
bility were recommended:

—choosing a strategy to strengthen positions
in the market for lessors of warehouses and railway
dead ends;

— conducting a qualitative analysis of the
market and competitive environment, while spa-
ring no expense in paying for the work of a spe-
cialist who is ready to contribute to the deve-
lopment of the enterprise through the introduction
of marketing activities in the company that are not
available at the moment;

—using a more optimized capital structure
and applying the effect of financial leverage in the
future, which will help to attract the financial re-
sources necessary to strengthen positions in the
market, increase the return on equity and reduce
income tax, which in the complex will be one of
the tools to increase the profitability;

—improving the quality of service delivery,
which will be possible by attracting financial re-
sources for renovation of premises, repairs, etc.
and purchasing new premises to generate more
profit and expand the volume of services sold.

These recommendations will help the ana-
lyzed facility not only to stay afloat with atemporary
ban on the export of scrap metal, but also to di-
versify the risks that may arise in the future, by
increasing the focus on the provision of rental ser-
vices, expanding the technical base, as well as by
optimizing the capital structure.

Conclusion. This paper described one of
the most widely spread methods for strategic
decisions SWOT analysis, exploring the strong
and weak sides of the metal manufacturing com-
pany, as well as discovering its market opportu-
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nities and threats. It is believed that the research
results have the potential for large application by
the companies of this sector. Recommendations
for the strategic development plan of the company
were provided, taking into consideration its fi-
nancial condition. Which has been analyzed pre-

viously. Organizational structure was also taken
into account. Since the company management
has never conducted the SWOT analysis before,
it can be stated that the findings of the research
are very applicable and are of practical value to
the company and its management.
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P.D. Annexknna, A.Jl. Aiimaram6eroBa

METAJIIAPIBI OH/IPYIIT KOMIIAHUSIIA SWOT-TAJJIAYIBI
TIAVITATTAHA OTBIPBIIT CTPATETHSIHBI O3IPIEY

AHgaTna

Makasaga Ka3aKCTaHJbIK METaJUI OHAIPYLI KOMIIaHUACH! YIIiH xyprizinren SWOT-tanaay HoTH-
JKeJIepi albln KepceeTireH. JKypriziireH 3eprrey HoTHKeepi Heri3inae KoMnaHus 0acIbUIbIFbIHA O1p-
KaTtap YChIHbICTap 33ipieHai. by Makana FEUTBIMU KOHE MPaKTHKAIBIK KYHIBLIBIKA He, ce0edi Oepinren
KOMITaHUSI CTPATErHsUIBIK Kocrapasl a3ipaey ymin SWOT-rannayns! emkaman koinganOarad. COHbIMEH
KaTap 3epTTey HaKThl OTaHABIK KOMITAHUSHBIH Kelc-CTaubl OONFaHIbIKTaH, OHBIH HOTHOKENEPiH Oacka
caajblK OHAIpyLIijiepre e KoNAaHyFa MyMKIHAIK TyFbI3apl. KOMITaHUSHBIH aHBIKTAIFaH KYILTI )KOHE
QJNICi3 cUMaTTamalapsl, KayinTepi MEH MYMKIHIIKTepi OacIIbUTBIKKA CTPATErUsUIbIK KOCIApAbl OfaH
opi a3ipiiey jkoHE MapKETUHITIK KbI3METKE Ha3ap ayAapy CUSKTHI YChIHBICTap a3ipieyre okeneni. OcbliraH
JIeiiH OeplireH KOMITaHU STHBIH Kap >KbUIBIK JKaF Jaiibl JKaH->KaKThl TAJIAHbII, OHBIH YHBIM/IBIK KYPBUIBIMBI
erKeH-Ter ke 3epTTemni.

P.D. Annexknna, A.Jl. Aiimaram6eroBa

PASPABOTKA CTPATEI'MA HA OCHOBE SWOT-AHAJIM3A KOMITAHHUY,
IPOU3BOJIAIIEN METAJLTYPTUMECKUE ITPOTYKTBI

AHHOTAINA

B nanHoii cratbe packpbiBatotcs pe3yiasrarbl SWOT-ananusa, mpoBeneHHOTO ATl Ka3aXCTaHCKON
METaJUIONPOMBIIUIEHHON KoMIaHuu. Ha ocHOBe pe3ynsTaToB MPOBEAEHHOTO MCCIIeNOBaHMs ObLT pas-
paboTaH psJ peKoMeHJalii pyKOBOACTBY KOMITaHUHM. MccreoBaHre UMEET HayYHYIO M IPAKTHYECKYIO
LEHHOCTD, IIOCKOJIbKY KOMIIAaHUs HUKOrAa panee He npumMensuia SWOT-ananus myis pa3paborku cTpa-
TErHYeCKOro I1aHa. bonee Toro, moCKONbKY 3TO peajabHBIN Keiic-CTaau OTEYECTBEHHOW KOMITAHUH, pe-
3yNIBTaThl UCCIEAOBAHNUS MOTYT OBITh IPUMEHEHBI U K IPYTHUM OTPACIIEBBIM IPOU3BOAUTENSIM CTPAHBI.
BeisiBNIeHHBIE CUITBHBIE U ClTa0ble XapaKTEPUCTUKH, PUCKH U BO3MO)KHOCTH KOMIIAHUH IPUBOJSAT K BbI-
paboTKe MpenoKeHni PyKOBOACTBY IO AajibHEHIIeH pa3paboTKe CTpaTernyeckoro miaHa U coCpeao-
TOYEHUIO BHUMaHUSI Ha MapKETHHIOBOHM JIeATeNbHOCTH. PaHee aBTOPOM OBLIO BCECTOPOHHE MpoaHa-
JU3UPOBAHO (PMHAHCOBOE COCTOSIHME KOMITAHWH U JETAIBHO U3yUeHa €€ OpraHu3alioHHasl CTPYKTypa.
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