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Strategic Foresight and Scenario Planning
Background and objectives

THE ART OF THE

LON G
VI

*Background
» Developed at RAND and SRI
« Applied at Royal Dutch Shell
* Described in The Art of the Long View
*Objective is to tell stories that are...
 Interesting

EW

Dshell

. P ib| “The purpose of scenarios is not to predict the
ausible future. Their purpose is to gather and transform

e Relevant intelligence of strategic significance into fresh

perceptions.”

-- Pierre Wack in Schwartz,
The Art of the Long View
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Three types of futures thinking

There could be multiple plausible futures...

Futures Forces Thinking Techniques
Probable Constants Definite History
Trends Scientific Extrapolation
Plausible Discontinuities Speculative Scenarios
Surprises Imaginative Simulation
Preferable Choices Images Visionary Visioning
Empowered Planning

A~
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_Preferable

'_ Probable

The Future is many not one

Alternative
Futures

Source: Grimes (2005)



Strategic Foresight Methods

An overview of the different methods of scenario planning

1. Judgment (Genius, Visualization, Sociodrama, Coates & Jarratt)

2. Baseline (Trend extrapolation, Manoa, Systems Scenarios, Trend Impact
Analysis)

3. Elaboration of fixed scenarios (Incasting, SRI Matrix)

4. Event sequences (Probability trees, Sociovision, Divergence Mapping,
Future Mapping)

5. Backcasting (Horizon Mission Methodology, Impact of Future Tech)

6. Dimensions of uncertainty (Morphological analysis, Field Anomaly
Relaxation, GBN, Option Development & Evaluation, MORPHOL)

7. Cross-impact analysis (IFS, SMIC-PROB-EXPERT)
8. Systems modeling (Sensitivity analysis, Dynamic scenarios)
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Strategic Foresight Process
Process steps in a strategic foresight engagement

Step Description Product
Framing Scoping the project:. attitude, audience, work Project plan
environment, rationale, purpose, objectives, and
teams.
Scanning Collecting information: the system, history and context | Information

of the issue and how to scan for information regarding
the future of the issue

Forecasting | Describing baseline and alternative futures: drivers | Baseline and

and uncertainties, implications, and outcomes Alternative
Futures
(Scenarios)
Visioning Choosing a preferred future: envisioning the best Preferred
outcomes, goal-setting, performance measures Future (Goals)
Planning Organizing the resources: strategy, options, and plans | Strategic Plan
(Strategies)
Acting Implementing the plan: communicating the results, Action Plan
developing action agendas, and institutionalizing (Initiatives)

strategic thinking and intelligence systems.
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Framework Forecasting Method
The secret for forecasting the future!
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Information sources

* texts Research
. experts 4

* organizations |
periodicals v

websites  Scanning

v

Current conditions
* social
* technological
e economic
* environmental
* political

v

History

* previous eras
separated by events/
discontinuities

 the current “era”
beginning with the
most recent
discontinuities

Framework Forecasting

S ‘u

é Forces of change

E : * ongoing trends

H n .

o : * potential events

5 : * emerging issues }

v : new ideas
Uncertainty
iy Leading §

indicators
Alternative futures
—p FEffects

***»  Information

Response
* policy
* plans
* actions

Impacts
Implications

© Dr. Peter Bishop, 2000

Dr. Peter C. Bishop, Studies of the Future, UH-Clear Lake



Information Sources
Information sources provide the basis for research and scanning

Potential Information and Data Sources Visionary, Uninhibited

Visionary Art, fiction

Uninhibited Fringe media, underground Specifics
Specifics Notes, speeches, monographs Corroboration, D,iffusion
Corroboration Tech journals, stat documents, abstracts

Diffusion Popular tech journals, insider newsletters

Response Intellectual magazines, general newsletters Diffusion, Response
Mass General interest pubs, books ’ ’

e e Mass, Politicization
Politicization Government reports and surveys

Instant analysis Social Media, News, radio, TV, Internet
Education Academic journals, textbooks
History Doctoral dissertations

Instant Analysis,
Education, History
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* Horizon or environmental scanning warns us about change coming in the future.
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The term evokes images of lookouts on old ships The horizon scanner is to the future what the
modern-day radar scanning the horizon. - ~ lookout is to the sea.

Lookouts and radars report sightings or s_i'ér'i_ﬁls B ek
from ob{ecﬁs that are far off before they have the
chance to harm to a vessel, a plane or'a fortified * >
encampment. ' ; . look ve usually find precursors,

It takes time for the objects to get to the lookout’s or ‘

the radar’s location, time that people can use to

Prepare. The farther away the object is, the longer it

~ takes for the object to arrive and the more time there
~ is to prepare. s
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Scanning the environment for weak signals

Weak or early signal = scanning hit!

A weak or early signal of change is called a scanning
hit—an event or a new piece of information that signals
that change is coming.

The hit itself is something new or different, something
out of the ordinary, a discrepancy in the pattern.

It is not itself a significant change, but it could someday
develop into a major change with important
consequences for a domain or an enterprise.

Scanning is inherently subjective, making it very hard to
teach or practice with any degree of repeatability.

It is also difficult to achieve credibility as an objective
function since a significant event to one person may not
be significant to another..

Balance scanning involves one or more individuals,
picking up weak and early signs of change, and making
subjective judgments based on their knowledge and
experience by selecting what what they believe are real
signs of change in a sea of noise, most of which will
probably not amount to anything anyway.
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Scanning is difficult because with weak signals, the
signal to noise ratio is very low.

Strong signals are widely reported in the media. While a
scanner might draw novel implications from a widely
reported news story, the event or information itself is not
special or unusual since everyone knows it already.

The best hits are those that are not widely reported.
The problem is that they appear in an ocean of
information of no consequences whatsoever.

Another complexity is that early signals are by nature
early. They take a long time to develop into full-blown
change.

While early is good because it gives time to prepare,
early also allows time for a lot of other things (or in fact
no things) to happen.



”There is nothing “weak” in the signal itself.
What is weak is the attention paid to the signal
when it is still possible to introduce
appropriate responses, take decisions and
avoid reactive modes endangering the
enterprise. “

- Peter Schwartz

Aalto University
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History: The Fourth Turning

Strauss — Howe Generational Theory

The Strauss—Howe generational theory describes a theorized
recurring generation cycle in American history. According to the
theory, historical events are associated with recurring generational
personas (archetypes). Each generational persona unleashes a new
era (called a turning) lasting around 20-25 years, in which a new
social, political, and economic climate (mood) exists. They are part
of a larger cyclical "saeculum" (a long human life, which usually
spans between 80 and 100 years, although some saecula have
lasted longer). The theory states that a crisis recurs in American
history after every saeculum, which is followed by a recovery (high).
During this recovery, institutions and communitarian values are
strong. Ultimately, succeeding generational archetypes attack and
weaken institutions in the name of autonomy and individualism,
which eventually creates a tumultuous political environment that
ripens conditions for another crisis.
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Source: Wikipedia (2023); Strauss & Howe (1996)


https://en.wikipedia.org/wiki/Saeculum

Three levels of change..
Enterprise, immediate, and global environment impact change

Economic

<

Immediate
Environment

Political Social

T

Technological
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Enterprise The individual, family, Faculty, administration,
company, or community facilities, equipment,
that the scanning is for policies, procedures

Immediate Factors that affect the Students, employers,

Environment

future of enterprise directly
in the short term

academic disciplines, other
universities, and govt.

Global
Environment

Factors that affect the
future of an industry
indirectly in the long term

Population, political
climate, public opinion,
technologies, economy




Broad Factor Analysis

A Broad Factors Analysis assesses
and summarizes the four macro-
environmental factors:

* Political

« Economic

« Social

 Technological

These factors have significant impacts
on a business's operating environment,
posing opportunities and threats to the
company and all of its competitors.

A”
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Broad
Factors
Analysis

Technological

Socio-
demographic

Source: Corporate Finance Institute (2021)



Broad Factor Analysis

Political

*Government stability

*Pandemic policies / mandates

*Public and media scrutiny of govt. officials

sImpact of wars or conflicts, creating worsening relations
between nations

*Elections and (non)support of govt. institutions
*BREXIT, China, EU, NATO

Socio-Demographic

*Aging population

*Infant mortality rates

*‘Remote work & increased free time

*Urban vs rural

*Social relationships impacted by digital
*Mental & physical health

*Ethnic, racial, religious, and gender issues

A’!
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Economic

Interest rates, inflation, unemployment

*National debt levels

«Consumer spending strength

*Govt. stimulus of the economy

*Economic impact of COVID on specific industries
sLabor shortage (e.g.) great resignation

*Supply chain disruptions

Technological

*Advances in bio-tech & virology

*Demand for technology sector products & services
*Increased automation of routine processes
*E-commerce consumer purchases

*Crypto adoption and regulation

*IPR and copyright infringements

*Levels of research funding for innovation & tech.
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Uncertainties and the Future
State, effect, and response uncertainties

State
Uncertainties

Effect
Uncertainties

Response
Uncertainties

Aalto University
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Level 1

A Clear Enough Future

Forecast and predictionare  +
possible.

Forecast can be precise .
enough e.g. for decision-
making or strategy
development.

State uncertainty is low, .

effect and response
uncertainty are manageable.

Level 2

Alternate Futures

Y

The future = one of few
alternate, discrete
outcomes.

Predict the outcome is
impossible, probability can
be assigned to alternate
outcomes.

State uncertainty increases,
effect and response
uncertainty still
manageable.

Level 3

A Range of Futures

+ The future = a range of .
alternative outcomes.

+ The range bounds a .
continuum where the actual
eventually lies. No natural
discrete scenarios emerge.

+ State uncertainty further
increases at this level, so do
effect and response
uncertainty.

Level 4

True Ambiguity

?

Nearly impossible to
foresee the range of
potential outcomes.

All state, effect, and
response uncertainties are
high at this level.



Framework Forecasting Method
The secret for forecasting the future!
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Information sources

* texts Research
. experts 4

* organizations |
periodicals v

websites  Scanning

v

Current conditions
* social
* technological
e economic
* environmental
* political

v

History

* previous eras
separated by events/
discontinuities

 the current “era”
beginning with the
most recent
discontinuities

Framework Forecasting
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Leveraging Scenario Planning in Supply
Chain Management
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Traditional Supply Chain Planning

Strategic supply chain planning tends to be linear

Business strategic planning

* Objectives
* Product/market mix

—

Constraints

Supply chain strategic planning
*To support firm/business unit:
* Mission

* Goals and objectives
* Strategies

Manufacturing
planning

Logistics
planning

Procurement
planning

Transportatio
planning

A

Procurement

scheduling

Constraints

Transportation
scheduling

A
Strategic
(2 yrs. +)
v
A
Tactical
(12 to 24 months)
v
A
Operational
(1 to 18 months)

v

Figure 3.1. A unified business and supply chain planning framework.



How SCM executives create value from scenarios
Background on scenario planning

How can supply chain Leverage digital capabilities: data from
executives create scenarios at sensors, social media, texts, and
such a rapid pace without analyze this data using advanced

analytic tools and techniques. Secondly,
by engaging in collaborative scenario
planning, in which upstream and
downstream organizations in a supply
chain jointly create scenarios.

compromising the quality and
the extent of information

needed to create relevant
scenarios?

Aalto University
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Framework for Supply Chain Scenario Planning
Six step process framework for supply chain scenario plan

Accelerating Supply
Chain Scenario Planning

The pandemic showcases a need to make slow-moving supply chains nimbler. Using data
and collaborating with partners on scenario planning can empower companies to adapt.
BY NITIN JOGLEKAR AND SHARDUL PHADNIS

1

N
w

4. 5. 6.

' spring 2020, when the COVID-19 pandemic had disrupted supply chains across numerous Select Identify Identify Specify Develop Organizational Learning:
‘major industries worldwide and showed no signs of abating, most organizations had limited the Focal Local Global Critical Alternative Get ready for altematives,
vision in terms of how they should prepare to resume business activities. This lack of clarity . . . . .. N A .

resulted from a confluence of un- Decision Factors Driving Uncertainties Scenarios justin case

certainties, including when an Forces

effective vaccine might be widely

available and what mandates gov- Training

ernments might implement to curb N

the oronavius’ spread. Asorgani- | ] |
zations and their supply chain

partners have turned to scenario planning to help

them “see” actionable paths amid the pandemic,

such planning has become faster, nearer term, more
inclusive, and digital.' Our field rescarch has found
that digital technologies, data, and collaboration

m v m v

Flexible
Supply Chain

L
L

with supply chain partners are central to this effort.
Conventional scenario planning involves con-
sidering possible future states for a planning

horizon ranging from three to 30-plus years. It re-
quires a multistep deliberation process within the
boundary of a single organization or its supply
chain that may take a few months after the data has
been analyzed. (See “A Primer on Supply Chain
Scenario Planning” p. 74.) Planners revisit these
scenarios when uncertainties emerge, especially as
acrisis becomes evident.

Developments in the past five years have trig-
gered widespread applications of scenario
planning, but with shorter time frames and differ-
ent methods than in the past. UK. citizens’ 2016
Vote to leave the European Union, as well as issues
emerging from U.S.-China trade negotiations that
began in 2017, raised concerns about major supply

chain disruptions whose precise nature was

GORDON STUDERTHEISPOTCOM WINTER 2021 MIT SLOAN MANAGEMENT REVIEW 73
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Source: Joglekar & Phadnis (2021)



Step 1 and 2: Select a focal decision & identify

global driving forces

1. The focal decision hinges on the firm’s future

vision, strategic initiatives, ambition level.

Belarus

;;;;;;;

vvvvv

......

uuuuuuuuu

Rochelle Geneva

..........
Uimoges i Stovels 2%

Example: Company X wants to expand into the German
market and wants to understand how many production

plants and DCs it needs to meet market demand in 2028.

Aalto University
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2. Global driving forces can be identified by
utilizing Broad Factor Analysis (e.g.) PEST,
STEEPL, etc..

Broad
Factors
Analysis

Technological Socios

demographic

Example: Company X’s main product targets females
between 18-35 years old. Based on census data there, will
be 18 million females of that age group in 2028.



Step 3 and 4: Identify local factors & specify
critical uncertainties

3. Identify local factors that might influence the 4. List the key uncertainties that would impact
focal company’s future direction (e.g.) resources the focal firm’s supply chain operations and

such capital, labor, technology, assets, etc.. estimate levels of uncertainty & importance.
A
The Countries With The Most STEM Graduates Hi
} Transit: Personal vs Mass

China Fll 47m

India 2 g *
United staroe B 5000 g Vehicles: Electric vs. Gas

Russia mmm 561,000 g. *

=) SRR = Environmental Lip: Service vs. Deep Green

- 206,000 V
) 95,000 Settlement Patterns: Dense vs Sprawl
apan @ 195,
*
/)@ o . Forbes statista% >
Uncertainty Hi

Example: Company A wants to locate their R&D facility in Example: Personal vs mass transportation for the Helsinki
a country with access to quality engineers & IPR protection metropolitan area in 2030.
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Step 5 and 6: Develop alternative scenarios and
prepare the organization for these scenario options

5. Development of alternative future scenarios 6. Embed organizational learning based on
based on the drivers, uncertainties, impacts, and preparing the key stakeholders on the various
outcomes of these scenarios. alternative futures

Example: In 2035 road congestion becomes so acute that Example: Technology company’s C-level suite are
flying taxis could become a transport option scanning disruptive technologies that could make their
business extinct.

Aalto University
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Applying Strategic Foresight to the
Course Case Companies
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Meluton
Case Company #2

Focal Decision

Global Driving
Forces

Local Factors

Uncertainties
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Thank you!

A”

iversity

c
]
=2

T O
<0



