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Step 2: Relate Scenarios to Strategies

After scenarios h ; :
T Scenarios have bheen identified, the next step is to relate them to strategy

”M. ”;.on._mz and new cw:.c:,.ﬁ If an existing strategy is in place, it can be tested with 1
scenario, In <<._:c_~ scenario does the strategy do best? How bad will the strat :
Mwﬂﬁ.mccﬁ_wf, .mawﬁa% What will its prospects be with respect to customer

pe ;c.ﬁ?%:e:? and sales and profits? Could it be modified to enhance jtg ooo?m:oo
~_Evenifthe scenario analysis is not motivated by a desire to generate new str; %vamﬁ% :
is always useful to consider what strategies would be optimal for each scenario M ©8Y Optiopg
:.ﬁ.:w will provide a different perspective than the status quo. Any strate nr.ﬁ .mooE.Eo by
given scenario should become a viable option. Strong parts of suboptimal MW inf 5.% Ptima] f;,
can also be harvested for use in future strategies. easible stray,
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Step 3: Estimate Scenario Probabilities

To evaluate the effectiveness of different alternative strategies, it is useful t
scenario probabilities. What is the probability of a scenario m_.:mwm,m:mw Experts nw
assess probabilities directly, A deeper understanding will often emerge, however, if |
::%&u.sm each scenario can be determined. For example, the oo:mnzwcmo: e L_ cm:mm. o
might develop scenarios based on three alternative levels of construction mo%& v:%w; Em&@
would have several contributing causes—interest rates, availability of funds to oW.ﬂoBmmm .~m<%
home ?E&:m sector (which, in turn, would depend on the emerging structure o%M:MMM
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SWOT Analysis

guides such decisions. SWOT analysis examines a set of environmental trends classified company
strengths (S) and weaknesses (W) and external opportunities (O) and threats (T),

Firm Strengths and Weaknesses

In .mm<m~c§”=m orimplementing a strategy, it is important to perform an internal analysis of the firm.
This analysis follows the same checklist of strengths and weaknesses used to examine competitorsin
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i luated as to its strength and
; ant to the business should be eva eng
b e e des a point of advantage that has endured and is likely to

: ; in that it provi i
St MMV Jﬂwﬁwwﬂﬂm”mmw%oo delivery capability of Disney theme mm:.rmu for example, is so
W Maﬁ study its operation. Is the organization willing to invest to make the asset
T ~

i : P inly, Disney has shown this willingness over many

or no%wm,ﬂmﬁﬂw\wmwwwwﬁ» MMMAHWHMMMQ:.%MMH Ww mwoﬂomm& into the financial resource picture.
decades o8 will be limited.
i) Emw Hno moﬁwwwmmmvnm”w MMﬂM__.“mmmnoEsm up? Should the firm invest to attempt to

Bk mﬁnowm o <:.so: so that it is a point of advantage? If so, what program at what cost is
regain a moEEmJMmME firm retreat so that the asset or competence is simply a modest advantage
implied? Or shou it M and a point of parity with respect to others? Is the asset or competence
grensoxs oozwmm:mownﬁ ?Is m strong enough so that customers do not avoid the firm because of
adequate, m.wﬂﬂzﬁo wmmmw\wmoﬁo_\v\ long-term position? Can advantage be moEm<m&. on other
:w 5 i _w <<M »m:émwamsﬁ is implied to maintain the current strength so that it does not
Rl w&mmm?wsgmmw If Target, for example, can deliver quality adequate enough =
vmooBm.m point o&o not use a quality judgment as a reason to exclude Target from their
e .M:vwomwmammﬁ the battle will shift to other dimensions on which Hmamwn .wm likely to m.xm.&.
MM Mm“m Hmm» or omSwmnmaom a liability? Is it holding back the firm from gaining and retaining
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customers?

External Threats and Opportunities
Imminent threats with high impact should drive a strategic 5%9.&?@,. a program .ﬁrmﬁ has the
highest priority. If there is a visible quality problem (such as oouﬂn::m:mnmm Hum:.:.wn water or
defective Bridgestone tires on Ford Explorers), fixing it and thus addressing the mmmomumﬂmm threat
needs to be a high priority. When the threat is of low impact or is not immediate, a more
measured response is possible. The most extreme threat is one that potentially makes the
business model obsolete. Because of the decline in the use of printers, HP has seen its cash cow,
printer supplies, declined with rather troubling strategic implications. AOL, with its “You’ve got
mail” greeting and a route to the Internet for newbies and the intimidated, had a dominant
business model with some 35 million subscribers. However, it failed to respond to the fact that its
customers eventually obtained more sophistication and better equipment. AOL was in a position
to be a successful social network Internet company but instead watched others such as Facebook
assume that role and allowed its value proposition to erode. Recognizing the threat to the
business model in a timely fashion and making the organization responsive might have led to a
very different outcome for AQL.

Threats can come in the form of a strategic problem or a liability. Strategic problems, events,
or trends adversely affecting strategy generally need to be addressed aggressively and corrected
m<m:.¥ the fix is difficult and expensive. Strategic liabilities—the absence of an asset (such as good
Fom.cosv or competence (for example, new product skills) —usually require a different response. A
Fajmmm often copes over time with a liability by adjusting strategies in a way that neutralizes that
rm&&J\. A firm that lacks new product competencies might engage in a systematic product
acquisition strategy.
b .W:%mwom”zaq m:.:m_m..lw can be evaluated as to whether its impact will be immediate and

i » the organization should be set up to move quickly and &momm?m_vr One study found




