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Scenario Planning



What is Scenario Planning?

e Oiriginally developed for military use; developed further for business
use

e Scenario planning is concerned with uncertainty
O Uncertainty is prevalent in complex artificial and natural systems

e Purpose is to highlight large-scale or driving forces (e.g., population

change) that push the future in different directions
O It’'s not about estimating or projecting or pinning down an exact future

e Telling tales around a campfire; we imagine and tell stories

(scenarios)
O These stories (scenarios), however, describe possible futures



What is Scenario Planning?

e Scenarios may be normative or exploratory

Normative Exploratory

Scenario Type Preferred and Unknown, but
Defined achievable future end comprehensible, array of
states future end states
Tactic Tactics developed to Contingent (If-Then) tactics
Development support preferred as future unfolds
scenario




(Understanding and) Undertaking the

Scenario Planning Process

e What is our main concern or the issue we want to address?

(established based on current events, projections, forecasts, etc .)
O Example: water and soil quality in Anytown , USA

® Past events
O Example: “Anytown Lake closed due to erosion”

® Alternative interpretations of past events and concerns

® What is the timeframe for addressing the issue ?
O Months , years, or decades?



(Understanding and) Undertaking the

Scenario Planning Process

Iden_tify Ida:nltify Develop Discuss
Driving Critical Plausible Implications
Uncertainties Scenarios & Paths

e Examples on next slide
e Assigned to categories using PESTLE

O P = Political trends or forces, E = Economic, S = Societal, T = Technological,
L = Law, E = Environment



Driving Forces - Examples

« New leader is elected

« Mounting 'red tape' in the industry

« Price of raw materials you rely on skyrockets

« Unemployment level in your city rises

« People are becoming more interested and engaged with
health and wellness

« Population in your target market is aging

« Automation in your industry is increasing at an alarming rate

« Increased threat of ransomware and cyberattacks

« New employment laws require you to pay your employees
more

« Heavy pollution in the air or water

« Global average temperature increases

Src: SME Strategy



(Understanding and) Undertaking the

Scenario Planning Process

Identify Identify Develop Discuss

Driving Critical Plausible Implications
Forces Uncertainties Scenarios & Paths

e \Which driving forces are the most important andmost uncertain?
O It may be necessary to define uncertainties

® Choose two driving forces



(Understanding and) Undertaking the
Scenario Planning Process

Driving
Forces

Exploratory scenarios

Low Carbon Life is a worid TN
of high affordability and low =0’
sustainability. More money is

avallable due 10 higher economic

growth and society has mona

disposabie incomea. Thera Is short

termn volatility regarding enengy policy

and no additional targets are

introduced. Government policy

isfocusad on the long tarm with

consansus around decarbonisation,

which is deliverad through

purchasing-power and macro policy.

Gone Green is a world of high
affordability and high sustainabiity.
Tha economy is growing, with strong
polcy and reguiation and new
emvironmental targets, all of which
are met on tima. Sustainabilty is

not restrained by financial limitations
as more monay s available at both
an investment level for enargy
infrastructure and at a domastic

level via disposable income.
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No Progression is a world
of low affordabiity and low m
sustainabiity. There is siow
Beconomic recovery in this scenario,
meaning less money is available at

both a government and consumes

level. Thare is less emphasis on

policy and reguiation which remain

the same as foday, and no new

targets are introduced. Financial
prassures rasult in political volatility,

and govammant policy that is

focused on short-term affordability
measures,

Slow Progressionisa
workd of low affordability and
high sustainability. Less monay is
available compared to Gone Green,
but with similar strong focus on
polcy and reguiation and new
targets. Economic recovery is
Siowver, resulting in S0mMe uncartainty,
and firancial constraints lead 1o
Sfficult podtical decisions. Althouah
thare is political will and markeat
ntervention, siower economic
recovarny Oeidys oeivery aganst
amnvironmaental targets.

More emphasis
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