6. HOW TO DEVELOP
20/20 VISION FOR
THE FUTURE

“If companies want to emerge from the
economic downturn successfully, one of
the determining factors will be how well

they anticipate future change.”

PROFESSOR GRAEME LEACH, CHIEF ECONOMIST
AND DIRECTOR OF POLICY, loD




6. HOW TO DEVELOP 20/20 VISION FOR THE FUTURE

KEY ASPECTS:
e Examines how to create culture change to embrace
forward thinking

e Includes a comprehensive forward thinking tool kit

e Provides a checklist for those companies
considering implementing a forward thinking
programme to create competitive advantage and
help future proof their businesses

How can companies develop a forward thinking tool
kit which works for them? The answer to this question
comes in two parts:

CULTURE CHANGE

First, companies need to accept that forward thinking
is a relative and not an absolute concept tied to size
and/or resource. The relative nature of forward
thinking should give companies the confidence that
they can gain competitive advantage by being better
at forward thinking than their rivals, no matter the
stage they find themselves on their business journey.
When this message is fully understood, companies
can begin to reduce the corporate scepticism about
forward thinking — one of the key barriers identified
in the survey.

As part of this process of cultural awareness and
change, incentives to employees or customers who
provide actionable insights into the future external
environment are invaluable. Forward thinking needs
to become central to corporate culture as opposed
to an add-on that can be disposed of when budgets
are tight. In an ideal world, boards might have Future
Committees in much the same way there are Audit
Committees today. However, whether it is a board
function or not, companies should ensure a multi-
skilled team is tasked with this responsibility to
ensure different thinking and prevent it being the
‘nice to have’ task that the CEO never has time to
fully embrace.

Do not shelve forward thinking in a downturn. A
turning point in the economy creates an altered state
which inherently challenges the assumptions that are
part and parcel of the ‘business as usual’ approach.
Economic uncertainty is a time to think imaginatively

about the future as opportunities present themselves
to re-evaluate products, markets and customers. A
business may change direction dramatically as risks
are assessed differently in the light of the new
conditions, legislation or wider trends such as the
environment. As many of the participants in the
Barclays Forward Thinking roundtables recognised
themselves, economic uncertainty was forcing them
to look at their companies’ assets, whether physical
or human, in a new light.

STEP UP THE LEARNING CURVE

Companies must also increase their awareness of the
range of forward thinking tools at their disposal (see:
Figure 6.1). Clearly companies cannot do everything at
once, due to barriers of time, budget and in-house
experience and inevitably companies will be at
different stages of development and have very
different needs. Therefore companies need to choose
the tools they feel comfortable with in terms of
timescale, resources and skills.

The key to achieving competitive advantage will lie in
recognising and embracing the challenge and starting
the process. It might be as simple as auditing the
information that you currently use to develop strategy
and judging its worth. So, for example, one company
at the roundtable recognised the emerging trend of
higher food prices in its freight and distribution
businesses a few years ago and acted on the data to
invest in a chain of high street, low cost food retailers.

Figure 6.1 The Forward Thinking Tool Kit
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Figure 6.1 also illustrates a range of some forward
thinking tools potentially available to a company.
There is no single method or process. Ideally
companies need to adopt a multi-disciplinary 360
degree approach in order to look at the future from all
angles. Each potential tool brings something different
and enables companies to have a slightly different
insight. It is worth reviewing the tools available
through the Government’s Foresight Horizon Scanning
Centre (http://hsctoolkit.tribalctad.co.uk/content/
view/136/2/), which demonstrates the role of various
processes, the skill levels required and the planning
timescales. It is a valuable resource.

A SWOT analysis could ask how much revenues are
dependent on external forces. A PRESTLE analysis
could focus on specific issues in the market which
may be influenced by these drivers (political,
regulatory, economic, social, technological, legal and
environmental). External consultants could help define
the scope of your Forward Thinking and help establish
the known knowns and known unknowns.
Econometric modelling could help quantify the
sensitivity of revenues to future changes in economic
growth. There is a rich variety.

However, given the relatively young nature of forward
thinking and the processes involved, there is relatively
little done in business schools and there is not a
canon of supporting literature available. Its
youthfulness also means that the discipline is poorly
defined and expertise varies with many claiming the
ability to do it. The resulting output is mixed so it is
important to question rigorously the credentials of
external advisers. However, there are the beginnings
of an academic base emerging and some of the tools
mentioned opposite do have a deeper library.

At the very least, companies starting the process
should challenge their own ingrained business or
industry assumptions, which requires not only
rigorous questioning but also a willingness to go
against the grain. Close analysis of customer
behaviour and attitudes can yield surprising
information about trends and opportunities.
They can be a valuable lead indicator.
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HOW TO TURN YOUR INSIGHTS INSIDE OUT

ECONOMIC FORECASTS

Larger companies may well have City sources or can
afford to purchase forecasts from a wide range of
economic forecasters, but for smaller companies,
what can they do? A number of free sources exist.
HM Treasury produces a compilation of forecasts
available on their website and most trade and
business associations have economic data available.
But searching the Internet will reveal a vast amount
of research. One tip is to take a range of (reliable)
forecasters — from the very optimistic to pessimistic —
and understand the story behind the numbers.

Don’t simply focus on the obvious indicators such as
forecasts for GDP growth and interest rates. Try and
understand the milestones which indicate alternative
scenarios are unfolding — recession or recovery.

SCENARIO PLANNING

Scenario planning is central to any forward thinking
tool kit because it helps organisations build a picture
of potential alternative futures. Scenario planning can
create stylised stories which reveal the fundamental
nature of the future. They are not precise stories but
they help communicate the essence of future change.
Uncertainty means that companies must consider
alternatives, both negative and positive, and not adopt
a singular approach. The scenarios can then be used
to stress test the business plan, particularly disaster
scenarios. As companies embark on their use of
scenario planning at the very least they should buy-in
external advice or read one or more of the numerous
scenario planning books which are available.

EXTERNAL CONSULTANTS

The use of external consultants for forward thinking
varies enormously, particularly depending on the size
of organisations. Large companies clearly buy-in top
flight consultancy advice. Smaller organisations may
well have to do things differently, using a local
academic or students to undertake research for them.
The second variation is quality. Obtain previous
examples of research before commissioning
consultants. Understand their style and where their
specific strengths lie — technology versus economy etc.
Smaller organisations should also consider grouping
together with others in order to derive economies of
scale in the research process.

SWOT ANALYSIS

SWOT analysis is obviously widespread. One of the
keys to success using this technique is to tier the
analysis in order to classify the degree of threat or
opportunity. Merely listing the various opportunities
or threats, without calibrating their intensity or
probability, is not an effective way of using this tool for
forward thinking. Strengths and weaknesses need to
be seen with an eye to the future as well. The pace of
change could mean that a strength could very quickly
become a weakness in light of changes in the future
external environment.

PRESTLE

PRESTLE analysis (an extension of PEST) provides
the opportunity to identify key external drivers on

a market and then examine them in detail. One
mistake to avoid is simply assembling all the available
information on a specific driver e.g. population
trends. If there are two or three key drivers try and
understand how they might interrelate with each
other in the future (say economic cycle and rates of
technological innovation). Also scan for viewpoints
that are counter to yours. There is considerable
evidence to suggest we seek out data which agrees
with our own views rather than those that conflict.
This leads to an incorrect assessment of the risks.
Remember to always challenge received wisdom, even
when you think it is the most realistic viewpoint. Dig
deeper and deeper in order to comprehend the key
external drivers.

QUANTITATIVE MODELLING

Various sophisticated modelling tools are available,
including econometric modelling. Companies can
often be surprised at how easily they are able to adopt
these techniques. Econometric functions are available
in Microsoft Excel for example. The key here is: know
the question you want to answer. If you know the
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question but are daunted by the techniques and
cannot afford expensive consultants, then again
consider academics or even students who may well
be equally competent for the task you require.

WILD CARDS

Thinking out of the box is essential when considering
wild cards. The key here is integration. Very often the
individuals undertaking the risk analysis are not
communicating with the other part of the
organisation undertaking forward thinking. Both sides
can lose out as a result. Risk analysis needs to call on
the views of as many individuals as possible. It is quite
possible that an employee, in thinking about the risks
to his/her employment, has actually identified a
strategic threat to the organisation.

The tools you use will be influenced by the size of
your company and the amount of resource you
have. In order to be competitive smaller companies
will almost certainly need to cooperate with other
organisations.

WHERE TO START

The following checklist aims to provide a quick
overview of the actions and resources that are
available across all business sectors and sizes.

Competitive advantage in today’s fast-moving,
globalised economy can be elusive. The aim of this
report is to help businesses plan and find the edge
to succeed. Forward thinking is a relative not
absolute concept. The benefits of doing even some
aspects well outweigh the risks of not doing any at
all. However, all the analysis in the world is irrelevant
if there is no decision to act on the outcome.
Integrating the findings into strategy is critical.

In today’s environment, it could be the difference
between business failure or business success.




FORWARD THINKING CHECKLIST

7 Take time to think about whether or not your organisation really does
examine the future external environment as well as it could.

Look back; see if you can identify changes in the external environment
which have had significant impact on your organisation. How would you
have acted differently if you'd anticipated these changes?

Discuss your findings from (1) and (2) with senior management. Expect
negativity from colleagues who assume forward thinking to be too
difficult. Encourage them to identify potential opportunities lost in the past.

Identify the key barriers to forward thinking in your organisation — cost,
in-house skills, corporate culture etc.

Decide how you can overcome these barriers — commit resources,
cooperate with other organisations etc.

Consider teaming up with trade associations or group together with
other forward thinking enterprises in ‘Forward Thinking Clusters’, hosting
events or seminars to discuss the future external environment and its
impact on your specific sector. Talking to your peers may suggest
solutions or resources that you otherwise would not have considered.

LA W[ N

Seek partnerships with others, from banks and industry organisations to
conferences and think tanks in order to develop forward thinking.

N

Provide incentives for staff and customers to encourage the development of
actionable ideas based on their analyses of the future external environment.

Co

9 Adopt on-line tools such as forums for staff and customers to easily
contribute to a debate on the future environment and its potential impact.
These tools may be internal or external — available to the wider public
at large.

70 For SMEs with limited resources, focus on how to exploit freely available

material like internet sources. Analyse US websites covering your sector.
Economies of scale in the US mean that many sectors have trade bodies
and analysis unavailable in the UK. Speak to your bank about obtaining
sector reports they produce.

77 Identify academics with expertise in different areas of forward thinking,
particularly for those that will have the greatest impact on your market.
Consider offering them non-executive directorships, and look to their
work for inspiration.

72 Make sure somebody at Board level has ‘ownership’ of forward thinking.
Within the executive, delegate a Head of Forward Thinking even if this is
only part of their role.

7 Review the process by which forward thinking is absorbed into the
creation of a corporate strategy. Check that forward thinking is effectively
integrated within strategy.

74 Explore the various forward thinking tools (scenario planning, economic
forecasts etc) you wish to use. Question what each provides and then
prioritise the most important for early adoption within your strategy.

7 Create a climate where alternative viewpoints challenging received
wisdom are encouraged. Make sure that the views of senior management
don’t smother ideas from elsewhere in the organisation.
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APPENDIX

1. 500 loD member companies and circa. 100 Barclays Commercial Banking customers. Telephone survey undertaken by GfK NOP research.

2. Statistics from the Department for Business, Enterprise & Regulatory Reform (BERR) show that in 2007 there were almost 2 million VAT
registered enterprises in the UK. The loD/Barclays survey evidence shows a clear differential in forward thinking between the largest and
smallest enterprises. However, the loD/Barclays survey does not incorporate companies at the smallest end of the size-band breakdown. If it
did, the average proportion of companies stating they did not analyse the future external environment would have been even higher. By using
the 25 per cent figure we almost certainly understate the number of organisations ‘flying blind’.

3. Source — Sunday Times FastTrack report 2002.
4. See footnote ii, above, for extrapolation of sample to the UK position.
5. Source — London Chamber of Commerce address by Michael O’Leary, October 7 2008.

6. A number of high profile public sector futures projects can be identified such as: The Tomorrow Project, OFT Horizon Scanning and Futures
Advisory Board, Cabinet Office projects and the MoD’s Joint Doctrine and Concepts Centre’s Strategic Trends reports. In contrast, outside of
Shell’s Global Scenarios work, high profile private sector examples are more difficult to find. Famously, Shell has published global scenarios
every three years or so for thirty years. It claims that these scenarios are intended to provide a broad overview of, typically, two contrasting
narratives of how the future may develop. Its current two scenarios are entitled ‘Scramble’ and ‘Blueprint’.

These scenarios explore the forces driving change in the wider business environment, helping to challenge current perceptions of how the
world operates and encouraging the company to maintain flexibility and anticipate change. Shell points out that these scenarios provide a
general framework for discussions of business development but that they are not designed to determine medium term planning decisions.

Probably the most ambitious public futures planning exercise undertaken within government is the ‘Foresight” programme of the Government
Office for Science based within the Department for Innovation, Universities and Skills. (www.foresight.gov.uk).

APPROACHES ACROSS SMALL, MEDIUM AND LARGE BUSINESSES

The focus of Foresight is therefore on science and technology but one of the building blocks of the programme is a set of two complementary
‘Horizon Scanning’ tools provided by external consultants. These tools are essentially searchable databases of futures themes and topics with
links to relevant supporting material and complementary analysis. One tool is the Sigma Scan (www.sigmascan.org) provided by the Outsights
Consultancy and Ipsos MORI, while the second, Delta Scan (www.deltascan.org), was provided by the Institute for the Future (IFTF).

These tools in turn support the work of a dedicated Horizon Scanning Unit which, although based in the Government Office for Science, has a
cross-government remit to feed directly into priority setting and strategy formation.

The Horizon Scanning Unit also provides free of charge a ‘Toolkit” (www.foresight.gov.uk/HorizonScanningCentre/GoodPractice/Toolkit)

7. Rumsfeld famously spoke of known knowns (things we know we know), known unknowns (things we know we don’t know) and unknown
unknowns (things we don’t know we don’t know).

The research that comprises this report was conducted and analysed by the Institute of Directors on behalf of Barclays Bank PLC. All statements
other than statements of historical fact included in this document, including, without limitation, those regarding the financial condition, results,
operations and businesses and their strategies, plans and objectives and the markets and economies in which they operate, are forward-looking
statements and statements based upon opinion. Statements which reflect assumptions are made on the basis of information available to it at
this time, involve known and unknown risks, uncertainties and other important factors. Any opinions, findings, and conclusions or
recommendations expressed in this material are those of the author(s) and do not necessarily reflect the views of Barclays Bank PLC.

The loD research data and report are accurate to the best knowledge of Barclays Bank PLC, but they cannot be guaranteed as accurate. Errors in
data, methodology, and content are in no way the responsibility of Barclays Bank PLC. Barclays Bank PLC make no recommendation on use of this
data and individuals assume all responsibility for any actions taken based upon the contents of this report. Barclays Bank PLC and its directors
accept no liability to third parties in respect of this report save as would arise under English law.

Barclays Bank PLC. Authorised and regulated by the Financial Services Authority. Registered in England.
Registered No. 1026167. Registered Office: 1 Churchill Place, London E14 5HP. December 2008.
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