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Resource Sheet Number 601

Scenario Planning Checklist

CHECKLIST FROM “THE ART OF THE LONG VIEW”

In "The Art of the Long View", Peter Schwartz offers a useful checklist to use as the basis for developing scenarios. This forms the basis of the GBN approach.

Step One: Identify Focal Issue or Decision

When developing scenarios, it's a good idea to begin “from the inside out" rather than "from the outside in". That is, begin with a specific decision or issue, then build out towards the environment. What will decisions-makers in your company be thinking hard about in the near future? What are the decisions that have to be made that will have a long-term influence on the fortunes of the company?

Scenarios that are developed on the basis of differences in the macro-economy - high growth versus low growth, say - may not highlight differences that make a difference to a particular company. To a movie studio different paths for the diffusion of new distribution technology would generate more useful scenarios than simple variations on economic growth. An automobile company will want to see scenarios built around variations in energy prices. A forest products company might want to look at scenarios that differ around the number of housing starts. Like them, a person buying a home will want to think about interest rates and the housing market.

How can you be sure that the differences that distinguish your scenarios will really make a difference to your business or your life? The best way is to begin with important decisions that have to be made and the mind-set of the management making them:

"Shall we build the major capital facility now on the drawing boards?"

"Shall we launch a major new direction for R&D?"

"Shall we make an acquisition in a new industry?"

"Shall I change careers?"

Step Two: Key Forces in the Local Environment

If the identification of a focal issue or decision is the first step, then listing the key factors influencing the success or failure of that decision is the second step - facts about customers, suppliers, competitors etc. What will decisions-makers want to know when making key choices? What will be seen as success or failure? What are the considerations that will shape those outcomes?

Step Three: Driving Forces

Once the key factors have been listed, the third step involves listing driving forces in the macro-environment that influence the key factors identified earlier In addition to a checklist of social, economic, political environmental and technological forces, another route to the relevant aspects of the macro-environment is the question. What are the forces behind the micro-environment

forces identified in Step two? Some of these forces are predetermined) (e.g. often demographics) and some are highly uncertain (e.g. public opinion). It is very useful to know what is inevitable and necessary and what is unpredictable and still a matter of choice.

It can be useful to imagine oneself in the future saying, "If only I had known that" inflation would fall, or that a new competitor would emerge from another country, or tat regulations would change drastically. It is not too hard to remember such comments in the past. what guidance do they provide for the future?

This is the most research-intensive step in the process. In order to adequately define the driving forces research is usually required. Research may cover markets, new technology, political factors, economic forces and so on. One is searching for the major trends and the trend breaks. The latter are most difficult to find: novelty is difficult to anticipate.

Step Four: Rank by Importance and Uncertainty

Next comes the ranking of key factors and driving forces on the basis of two criteria: first, the degree of importance for the success of the focal issue or decision identified in step one:

second, the degree of uncertainty surrounding those factors and trends. The point is to identify the two or three factors or trends that are most important and most uncertain.

Scenarios cannot differ over predetermined elements like the inevitable aging of the baby boomers because predetermined elements are bound to be the same in all scenarios.

Step Five: Selecting the Scenario Logics

The results of this ranking exercise are, in effect, the axes along which the eventual scenarios will differ. Determining these axes is among the most important steps in the entire scenario-generating process. The goal is to end up with just a few scenarios whose differences make a difference to decision-makers. If the scenarios are to function as useful learning tools, the lessons they teach must be based on issues basic to the success of the focal decision. And those fundamental differences

-
or "scenario drivers" - must be few in number in order to avoid

a proliferation of different scenarios around every possible uncertainty. Many things can happen, but only a few scenarios can be developed in detail, or the process dissipates.

While in the end one may boil the logic down to the directions of a very few variables the process for getting there is not at all simple or mechanical. It is more like playing with a set of issues until you have reshaped and regrouped tern in such a way tat a logic emerges and a story can be told.

Once the fundamental axes of crucial uncertainties have been identified, it is sometimes useful to present tern as a spectrum (along one axis), or a matrix (with two axes), or a volume (wit tree axes) in which different scenarios can be identified and their details filled in.

The logic of a given scenario will be characterized by its location in the matrix of most significant scenario drivers. For example, if an automobile company determines that fuel prices are two of the most important scenario drivers, there will be four basic scenario logics: (I) High fuel prices in a protectionist environment - where domestic suppliers of small cars will have an advantage; (2) High fuel prices in a global economy - where fuel-efficient imports may capture the low end of the market; (3) Low fuel prices in a protectionist environment - where American gas guzzlers will have a good market at home but not abroad; (4) Low fuel prices in a global economy - where there will be intense competition for fuel-efficient models, but large cars may enjoy strong foreign markets.

The scenario will usually want to be extended beyond such simple logics to encompass, for example, more subtle issues like the evolution of consumer markets or automotive regulation. Thus the resulting scenarios may find their core of logic less in the variations of the cells in a matrix and more in the themes and plots of a story.

The challenge here is identifying the plot that (I) best captures the dynamics of the situation and (2) communicates the point effectively. For example, one of the auto scenarios above for a US automaker might be built around the logic of challenge and response: the challenge of foreign competition and high gas prices.

Step Six: Fleshing Out the Scenarios.

While the most important forces determine the logics that distinguish the scenarios - fleshing out the skeletal scenarios can be accomplished by returning to the lists of key factors and trends identified in steps two and three.

Each key factor and trend should be given some attention in each scenario. Sometimes it is immediately apparent which side of an uncertainty should be located in which scenario, sometimes not. If two scenarios differ over protectionist or non-protectionist policies, then it probably make sense to put a higher inflation rate in the protectionist scenario and a lower inflation rate in the non-protectionist scenario. It is just such connections and mutual implications that scenarios are designed to reveal.

Then weave the pieces together in the form of a narrative. How would the world get from here to there? what events might be necessary to make the end point of the scenario plausible? Are there known individuals whose ascendancy in the public eye might facilitate or help to characterize a given scenario, such as Russian Premier Boris Yeltsin or US Senator William Bradley?

Step Seven: Implications

Once the scenarios have been developed in some detail, ten it is time to return to the focal issue or decision identified in step one to rehearse the future. How does the decision look in each scenario? What vulnerabilities have been revealed? Is the decision or strategy robust across all scenarios, or does it look good across only one or two of the scenarios? If a decision looks good in only one of several scenarios, then it qualifies as a high-risk gamble -a bet-the-company strategy - especially if the company has little control over the likelihood of the required scenario coming to pass. How could that strategy be adapted to make it more robust if the desired scenario shows signs of not happening?

Step Eight: Selection of Leading Indicators and Signposts

It is important to know as soon as possible which of the several scenarios is closest to the course of history as it actually unfolds. Sometimes that direction is obvious, especially with regard to factors like the health of the overall economy, but sometimes the

leading indicators for a given scenario can be subtle. How, for example, should one calibrate the speed of economic restructuring from a smokestack economy towards an information-intensive economy? - by help-wanted advertising according to different SIC codes? - by union memberships? - by subscriptions to indicative periodicals?

Once the different scenarios have been fleshed out and their implications for the focal issue determined, then it's worth spending time and imagination on identifying a few indicators to monitor in an ongoing way. If those indicators are selected carefully and imaginatively, the company will gain a jump on its competition in knowing what the future holds for a given industry and how tat future is likely to affect strategies and decisions in the industry

If the scenarios have been built according to the previous steps, then the scenarios will be able to translate movements of a few key indicators into an orderly set of industry-specific implications. The logical coherence that was built into the scenarios will allow logical implications of leading indicators to be drawn out of the scenarios.

Reg No 1990/019711/23 Vat Reg: 4680141738








Busvannah Communications cc





Block I, Sasani Studios, 2 Johannesburg Road, Highlands North, Johannesburg, South Africa


PO Box 2927, Pinegowrie 2123


Phone   	+27 11 719-4023	


Fax          	+27 11 719-4021


Mobile     	+27 11 83 441 0672


URL:	www.busvannah.co.za








© Busvannah Communications cc 2004
© Busvannah Communications cc 2004



Page 3

