








“Many disregard the need
to think about the future,
adopting an ‘if it ain’t
broke why fix it’ mentality.
But beware, nothing fails

like success.”
NEVILLE BAIN, CHAIRMAN loD

Figure 2.2 — To what extent would you
agree or disagree that your company/
organisation has not performed as well as
it could have, by failing to think adequately
about the future external environment?
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Source: loD/Barclays Survey, Sept 2008 Don’t Know: 3%




HOW GOOD ARE COMPANIES AT
FORWARD THINKING?

We have seen that three-quarters of companies state
they analyse the external environment. The next
question is how well do they do it?

Figure 2.3 shows that only 13 per cent of companies
say they perform the analysis very well, with 42 per
cent stating they do it well. This leaves a significant
number who admit they feel there is more they can
do. This is perhaps linked to the fact that only 57 per
cent of companies feel that analysis of the future
environment was very important, with others likely
pushing it down their priorities list.

Figure 2.3 — How well does your
company/organisation analyse the future

external environment?
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BERKELEY HOMES

By reducing their land bank dramatically in
recent years and using forward thinking
scenarios, Berkeley Homes has demonstrated the
ability to pre-empt and prepare for a fall in land
value. The foresight and preparation for both
challenging times and better times is evident in
the action taken by Tony Pidgley. While other
property companies were looking to make
acquisitions and load up their debt, his Berkeley
Group was going to sit tight.

The Berkeley Homes record shows accumulated
wisdom and an anticipation of the future. In 1990
they had prepared for the housing crash, and in
2004 they moved from buying suburban land
banks to large urban regeneration sites, ahead of
a subsequent boom.

There is now a newly developed plan, where they
are switching from major schemes to smaller
ones. At an industry conference Tony Pidgley
stated that he’s acquiring small sites in the
London area and is holding off on bigger
projects. For small developments, planning
permission can be attained quicker, and projects
can be completed sooner with less risk than
large-scale ones.

Berkeley Homes are thinking ahead and able to
react quickly and intelligently to market
fluctuations. Indeed, by buying from troubled
builders and being able to get the sites for lesser
sums, they are enacting a business plan that
matches the current market climate.




2. FORWARD THINKING IN THE UK
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“The future belongs to
those who can utilise
consumer insight more
effectively than their
competitors. Companies
may well recognise this
but there can still be a
disconnect between
recognition and reality:
the reality being that they
don’t examine the data

as well as they think.”
SIR MARTIN SORRELL, CEO, WPP GROUP
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Figure 2.4 — How well do you think
businesses in your sector analyse the
future external environment?
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Whilst half of companies claim to perform the exercise
well, their perceptions of their competitors are much
worse (Figure 2.4). Only one in five think their
competitors do forward thinking very well/well and

32 per cent say their performance is poor/very poor.
This suggests there is a real sense of complacency
and possibly even arrogance in that companies feel
unchallenged by their competitors in forward thinking.

MAKE FORWARD THINKING PART

OF YOUR STRATEGY

To add value, the results of forward thinking have to be
integrated into strategy and used by the right people.

Figure 2.5 shows that the majority of companies
surveyed appear to be adopting the correct approach
and integrating analysis into their corporate strategy.
However, there remain a significant number who are
not fully realising their investment of time and
resources on forward thinking when shaping the
company’s vision, products or services.

We have seen that around three-quarters of
companies undertake forward thinking, but of these
32 per cent say it is only integrated into corporate
strategy adequately or poorly.

Figure 2.5 — How well is this knowledge
of the future external environment
integrated into your corporate strategy?
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3. THE BARRIERS TO FORWARD THINKING

“Companies seem fearful of forward
thinking, when they have ‘nothing to
fear but fear itself. Every business
should embrace forward thinking.”

PROFESSOR GRAEME LEACH, CHIEF ECONOMIST AND

DIRECTOR OF POLICY, loD

KEY FINDINGS: The forward thinking survey of 600 companies revealed

e Two-thirds of businesses believe that a lack of serious barriers which inhibit better analysis of the
time prohibits successful assessment of future future. The following pages explore these challenges.
trading conditions

) TOO BUSY WORRYING ABOUT TODAY TO

e More than half also cite expense and a lack of THINK ABOUT TOMORROW?
in-house expertise If the boundaries of forward thinking are to be

e A third view a sceptical corporate culture as extended, companies will need to overcome
impairing their company’s ability to assess the considerable barriers. Figure 3.1 identifies the key
shape and scale of change in their industry factors which inhibit analysis of the future external

e More than half of respondents believe the UK does ~ €nvironment within companies.

not have a culture that supports forward thinking
The key barrier to forward thinking is time.

Two-thirds of companies state that lack of time

(67 per cent) prevents them from analysing the
future external environment. Related to the question
of time constraints is the question of who is
responsible for forward thinking. We shall explore this
later in the chapter. However, lack of in-house
expertise (48 per cent) and expense (49 per cent)
were also cited by one in two companies as inhibiting
factors. While resource is obviously a challenging
influence there is much companies can do to improve
forward thinking and benefit their bottom line
without committing huge amounts of time or
manpower. How companies overcome these
challenges is explored in the following chapters.
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Figure 3.1 — Which of the following factors inhibit analysis of the
future external environment within your company/organisation?

People too busy/lack of time 67%
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culture 30%
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BERESFORD BLAKE THOMAS

For chief executive Peter Reynolds of Beresford
Blake Thomas, surviving the recession of the early
90s was a matter of course; his fledgling London-
based recruitment agency founded in 1990 had to
be forward thinking to establish itself in an ailing
market. With that experience BBT is a company
that will be better prepared for the next downturn.
The key to their recession-proofing is in offering a
diverse range of services. During prosperous
years, BBT benefits from placing engineers and
IT-trained personnel. In economic downturns they
switch to sending medically-trained personnel ; 3
and social service workers to regions such as __‘_';"-"'.-r"-'r.# =
South Africa. Pulling through the last recession by ; =3

a diverse and future planned business model,
their sales were able to grow from £663,000 to
almost £9m in 1997.3




3. THE BARRIERS TO FORWARD THINKING

Around one-third (30 per cent) of companies cite a
sceptical corporate culture as a factor inhibiting
forward thinking. This should be a point of great
concern to leaders of business who are trying to
create companies with an open-minded approach.
When today is so challenging, it is harder to focus on
tomorrow. However, there has never been as much at
stake as now in preparing for the next stage of the
economic cycle and seeking to gain real competitive
advantage.

Figure 3.2 — Do you think the UK provides a
culture that encourages forward thinking?

36%

o Don't
1% W

Source: loD/Barclays Survey, Sept 2008

In a world where businesses can’t afford to be
complacent, we should all be concerned that more
than half of respondents (53 per cent) see the wider
business culture in the UK as a barrier (Figure 3.2).
There is no clear reason why this should be so.
However, one possibility is that the post war stop-go
economic cycle encouraged a short term business
culture in the UK, which has remained.

Respondents cited the United States, Germany and
Japan as countries which provide a better culture to
encourage forward thinking. This represents a
challenge to everybody who has a responsibility for
encouraging ‘Enterprise Britain’

“The time is ripe for bravery. It’s time to
be non-British. For companies to turn on
a sixpence and manage their way out of

this situation quickly.”

DAVID TAYLOR, ENTREPRENEUR, AUTHOR AND CHAIRMAN OF WOKING FC.
BARCLAYS FORWARD THINKING ROUNDTABLE, WOKING, JULY 2008
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HOW BIG A DEAL IS THE FUTURE?

Even though there are significant barriers to thinking
about the future effectively, companies are very clear
that it would be beneficial to performance. Companies
tend to be characterised by two competing forces:

e Forward thinking is worth the time and effort

e Forward thinking is increasingly hard to do

Figure 3.3 — Within your company/
organisation how important is analysing
the future external environment?
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Very Important Neither Not
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Source: loD/Barclays Survey, Sept 2008

Figure 3.4 shows that 40 per cent of companies
think it would definitely be worthwhile to build a
better understanding of the future, with 33 per cent
stating it would probably be worthwhile. Figure 3.4
suggests 800,000 enterprises across the UK believe
they should build a better understanding of the
future* The economic conditions of 2008 have
highlighted the need for more forward thinking

and preparation for external events that can

impact companies.

RYANAIR — THE CONFIDENCE OF
FORWARD THINKING

Ryanair has looked to broaden its horizons and
expand in the face of the current economic
downturn. Having prepared and positioned
Ryanair for a negative financial climate Michael
O’Leary has publicly said “The business plan is
done... but it has been parked until there is a big
downturn in the industry and Boeing and Airbus
are parking long-haul aircraft, so we can get a
deal on prices.”

In a climate where all forecasts in the aviation
industry are hedging their positions and reducing
profit assessments, the Ryanair business model is
allowing them to counteract this trend and look
to expand into other markets.

Michael O’Leary has insisted the crunch is
“good for business” and he is positioned to reap
the benefits of the economic downturn.

"In the past, in recessions, people started to trade
down and that’s exactly what's going to happen
in the next few years.”

Figure 3.4 — Do you think it would be
worthwhile in time and effort for your
company to build a better understanding
of the future external environment?

40%
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Source: loD/Barclays Survey, Sept 2008 Don’t Know: 2%

16



LOOK HARDER AND YOU WON'T HAVE

TO WORK HARDER

On top of the barriers already mentioned, many feel
the analysis itself is becoming harder to do well, just
at a time when there is more value than ever before

in being more forward thinking than your competitors
(Figure 3.5). This is despite, or perhaps because of,
easier access to knowledge and information. Over
half (54 per cent) of businesses think analysis of the
future environment has become harder. The increased
complexity of the overall picture, together with the
economic cycle and political change are considered
the biggest reasons for this. The current financial
situation is also blamed for a more opaque outlook,
with 17 per cent of companies stating the unexpected
level of turmoil makes it more difficult to predict and
prepare for the future. Yet, for those that employ
forward thinking there is significant potential to
prepare for the next stage of the economic cycle and
emerge stronger.

Figure 3.5 — How does analysing the future compare now
with how it used to be five years ago?
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4. DIGGING DEEPER: FORWARD THINKING BY SECTORS, REGIONS AND COMPANY SIZE

KEY FINDINGS:

e Forward thinking is embraced far less in the SME
community compared with larger business, but it
remains just as important

e Retail has proved particularly unsuccessful at
forward thinking, with 43 per cent not analysing the
future environment at all

e Almost one-third of manufacturing companies
(32 per cent) feel they have underperformed due to
a lack of forward thinking, the highest of any sector

e Northern Ireland and Scotland stand out as the
most committed to forward thinking, while the East
Midlands and Wales fare the worst

The broad picture painted in the previous pages
contains large differences across sectors, the regions
and company size which reveal some surprising results.

Figure 4.1 — Size-band breakdown of companies/
organisations analysing future external environment well

70

60 [~

74
S0 56%

%

FORWARD THINKING IN SMALL, MEDIUM
AND LARGE BUSINESSES

Medium-sized businesses are perhaps most likely to
be stuck between informal processes of smaller
companies and the more resource-rich capabilities of
larger ones. The internal processes needed for
successful analysis of the future environment are
sometimes seen as too onerous to introduce.
However, companies who feel they are in this group
can follow some of the recommendations in the final
chapter of this report, which can add value through
better forward thinking without huge time or cost
commitments.

DO THE BIG GUYS DO IT BETTER?

Figure 4.1 highlights that small to medium-sized
companies face more challenges when it comes to
forward thinking.

There is a very clear difference between the largest
companies and others in terms of the perception as
to whether they analyse the future external
environment well. This is hardly surprising given that
larger organisations will have more resources and
experience dedicated to forward thinking.

Figure 4.2 — Sector split of organisations who don’t analyse
the external environment
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Source: loD/Barclays Survey, Sept 2008
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In a small company the task may simply fall on the
shoulders of the chief executive and be an informal
procedure — thinking about the future as and when
he/she has time.

SECTOR CONTRADICTIONS

RETAIL SURPRISES WITH LACK OF
FORWARD PLANNING

Figure 4.2 presents a sector analysis of companies
who don’t analyse the future external environment.
The results show that retail and wholesale companies
are the least likely to analyse the future external
environment, with 43 per cent claiming they do

not currently do this. This is an alarming admission
considering the strong effect changing consumer
trends have on the sector.

However, as demonstrated by figure 4.3 later in the
chapter, those that are forward planning, do it well.
Two-thirds of retailers (67 per cent) who are
undertaking analysis are confident it is done well or very
well, one of the highest figures across all the sectors.

B&Q

Perhaps the best example of a company that
innovated throughout the last recession is B&Q.
At a time when no one else had their eye on the
ball, B&Q was busy building up its knowledge of
trends. By positioning themselves in a cultural
counterbalance spawned from cost-saving and an
attitude of ‘make do’, and ‘do it yourself’, they
expanded, raked in profit, and altered the face of
DIY in this country; giving birth to the large out-
of-town warehouses we see today. As a result,
B&Q was well ahead of the pack when the
recession ended. They were even able to

develop a concept of corporate environmental
responsibility during this time, and have recently
thought ahead to envisage scenarios of an older
society of consumers; recruiting heavily in mature
staff to supply expertise and an image of social
responsibility that distinguishes them once more
as we head into more testing times.
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TECHNOLOGY FIRMS — LESS PREPARED
FOR THE FUTURE?

Those who look to technology firms for the most
considered view of the future will see that they
actually struggle. One-third of technology, media and
telecoms (TMT) companies state they do not analyse
the future external environment at all. A surprising
result given the innovative nature of the sector and
high profile examples of technological forward
thinking from companies such as BT.

In contrast, public sector organisations are some of
the most committed to forward thinking®. Of course,
it is not merely a commitment to thinking which
matters. The quality of that thinking is also critical
and the actions taken as a result.

The number of TMT companies saying they do not
analyse the future environment could be due to the
fast growing nature of the sector. Companies may be
so busy worrying about today — meeting demand in
growth markets — that they are unable to think about
tomorrow. Those sectors that are in fast growing
markets are most likely to be under resource pressure
and therefore forego a longer-term viewpoint.
However the pace of change can also lead to
mistakes, for example IBM famously underestimated
the market for home computers.
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“Companies could do better,
a lot better, in the way they
analyse the future external
environment and integrate
this knowledge into strategy.

)

It could also reflect that TMT companies are more
focused on competitor and product-based analysis
because of high rates of innovation in this sector. With
technology constantly replaced and revised, it is easy
to become focused on the next iteration rather than
looking further ahead.

There may be a feeling within technology companies
that they are creating the future themselves, for
example the rise of social networking sites, and so
have less need to study the external environment.

There are of course some large technology companies
who have bucked this trend. BT, for example, has its
Research and Development laboratory at Martlesham
Heath and has systematically used analysis of customer
trends and evolving needs to inform and guide its
technology investment and development strategy.
There remains a real opportunity for TMT companies
that analyse the future to create considerable
competitive advantage.

FINANCIAL SERVICES

Figure 4.3 shows that financial services companies feel
they lead the way in analysing the future external
environment. With finance leasing companies, credit
unions, private equity firms, investment trusts, financial
intermediaries and banks all falling within this
category, the fact this sector is most committed to

Figure 4.3 — Sector breakdown of companies/organisations
analysing the future external environment well
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KIERON CULLIGAN, FUTURES CONSULTANT

forward thinking is unsurprising with the amount of
data these businesses are required to process.
However, the events in 2008 have certainly proven that
even the best forecasters are operating in an extremely
challenging environment. In fact, the past year shows it
is not just the quantity of analysis but also the quality
and use of it. The information gathered needs to be
used to stress test plans and companies need to scan
for low probability, high impact scenarios and integrate
the results into strategy.

A good example of this is GE’s ‘Destroy Your Business’
exercise, which was instituted across all sections of
the company’s diversified business. GE's managers are
encouraged to find the weaknesses in their business
models before someone else does. Teams present to
the company’s top executives a hypothetical Internet-
based business plan that a competitor could use in
order to erode GE’s customer base. The managers
then follow this business plan with a proposal of how
they would change their own business model in order
to combat the threat.

The result has been GE’s ability to utilise features

of e-commerce in ways that have saved both the
company and its customers money, due to increased
efficiency, the generation of additional revenues, and
use of the Internet for businesses that would not
typically be associated with it.
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4. DIGGING DEEPER: FORWARD THINKING BY SECTORS, REGIONS AND COMPANY SIZE

Many of the sectors that are less likely to analyse the
future, such as TMT or professional services, also have
a lower percentage of companies who think they are
doing it well. This suggests there are some industries
which face greater challenges or distractions than
others, inhibiting forward thinking. For TMT firms, this
may be a competitor or product-specific focus. For
professional service firms, this may be more of a
cultural or structural issue. Parts of the sector such as
legal firms, have been known to be slower than other
sectors to embrace change, although there has been
much improvement in recent years.

Retail, as mentioned earlier, is one of the only sectors
where there is an obvious divide, with only some firms
doing analysis of the future but those that do it, doing
it very well.

USE IT OR LOSE OUT

Figure 4.4 also identifies significant sector differences
in the degree to which analysis of the future external
environment is incorporated into corporate strategy.
There is little point in undertaking forward thinking if
the analysis is unused.

Figure 4.4 — Sector breakdown of companies/organisations
integrating the future external environment into corporate strategy
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Source: loD/Barclays Survey, Sept 2008

TMT companies appear to be behind other sectors in
using analysis of the future environment to shape
their plans and actions. Surprisingly, in view of recent
events, the Financial Services sector appears best at
integrating solutions into corporate activity. This leads
to a further conclusion. Even those companies stating
they perform the task of forward thinking well, or
integrate it into strategy well, may not be as good as
they think. In other words there is a gap between
perception and reality.

MANUFACTURING THE FUTURE

Almost one-third of manufacturing companies
(32 per cent) feel they have underperformed
due to a lack of forward thinking, the highest of
any sector.

Manufacturing is one of the sectors which has
been hardest hit by the intensity of global
competition, cost reduction and commoditisation.
As a result many manufacturers have been
contracting over the last 10 years. This has had an
impact on having the resources to analyse the
future as well as forcing companies into more
defensive forward planning.

Clearly there are large numbers of very successful
manufacturing companies with great foresight
operating in high value-added sectors. However,
small to medium-sized companies, particularly
those in business-to-business trade, can lack the
resources to dedicate to future planning and are
therefore more reliant on their suppliers’ view of
the future to push through change.

23



ACROSS THE COUNTRY

When we look to the regions for indicators of the
levels of forward thinking taking place, Northern
Ireland and Scotland stand out as the most
committed. In both regions 88 per cent and 86 per
cent of companies respectively analyse the future
environment. Whereas in the East Midlands and Wales
more than a third of companies admitted they did no
analysis at all. Such large differences across the UK
could be attributed to pressures in local markets such
as energy or transport constraints or a lack of skills
and also a concentration of certain industries which
tend to be less committed to forward thinking.

For example, attracting and retaining skilled
employees was described as one of the biggest
challenges facing businesses in Wales at a Barclays
Forward Thinking roundtable for Cardiff business
leaders. Forward thinking needs innovative, creative
people to think differently about business process and

plans as well as time to look further ahead than one
to three years. In order to overcome this issue, some
business leaders are starting to take a different
approach to training and recruitment:

Partnering agreements help because employees are

aware of the longer-term prospects for the business
and themselves. Taking the longer-term view to find
university graduates and train them in the business

is an investment worth making even though there is
some risk attached.
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5. MOVING FORWARD - IT’'S MORE THAN STARING IN THE RIGHT DIRECTION

KEY FINDINGS:
e 64 per cent of companies that engaged in forward
thinking employ external consultants

e Very few companies currently employ specialist
‘futures thinkers’

e SWOT analysis is employed by 92 per cent of
forward thinkers, followed by 88 per cent that use
economic forecasting and 82 per cent using
scenario planning

e The internet is now seen as the key tool for future
planning, followed by industry associations

e The board is still the key driver for forward thinking

This chapter focuses on the detail of precisely how
companies undertake forward thinking and what is
working successfully.

“It’s all in the planning.

If you don’t start the process
properly, you'll spend all
your time fixing it.”

SIR MICHAEL BIBBY, CEO BIBBY GROUF, AT A
BARCLAYS FORWARD THINKING ROUNDTABLE
IN MANCHESTER IN JULY 2008.

THE BASICS OF FORWARD THINKING
There are some fundamental questions that need to
be asked when assessing how forward thinking a
company is. These include:

e Who is responsible for forward thinking?
e Who undertakes it?

e Do those analysing the future external environment
have specific skills which qualify them for this role?

e How often does analysis of the future external
environment occur?

e Over what time horizon does analysis of the future
external environment extend?

HOW DO COMPANIES UNDERTAKE
ANALYSIS OF THE FUTURE?

With few exceptions — such as Shell or BT —
companies do not have a dedicated futures or forward
planning department. More commonly, they will have
a corporate strategy or planning function, but a large
part of this role will be preparing the business plan
and managing the ongoing planning/target setting/
business reforecasting process.

In fact, the title ‘Strategic Planner’ is often carried by
somebody with a finance background whose main job
is to assess the financial suitability and payback of
potential acquisitions. The strategic plan in a wider
sense is often the domain of the CEO, or in larger
companies the CEO and Head of Strategy; any wider,
outward-focused analysis is often undertaken on an
ad hoc basis.

64 per cent of the surveyed companies engaged in
strategic planning activity will employ external
consultants but relatively few will employ specialist
‘futures thinkers’. Typically, they will use standard
market research agencies, strategy or management
consultants, accountancy firms, advertising agencies
or regular marketing consultants.
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TECHNOLOGICAL APPROACH

For the last 30 years Shell has published global
scenarios every three years or so, and since 2003,
developed its ‘GameChanger’ programme to
supplement the process. ‘GameChanger’ is an
approach to technical forecasting that seeks to
identify technical developments that provide two
things; first an early warning system for potential
threats and disruption and secondly a roadmap
for identifying areas for technology managers and
innovators to focus on. The process involves the
active participation of a wide range of academics
and industrialists and outputs are summarised in
a ‘technically possible’ set of technology
scenarios.

Shell uses an extended metaphor to describe the
relationship between its scenario planning and
GameChanger approaches. It likened the
scenarios to meteorological jet-streams;
powerful, high-level forces which drive global
weather systems. GameChanger operates at a
lower level and produces the technology/
innovation weather maps:

“...thereby linking the global forces encapsulated
in the scenarios with an analysis of likely
technological developments to forecast their
potential impacts on people, society and
business.”

Tom Delay, CEO, Carbon Trust, who previously
worked for Shell underlines the value of this
approach:

“The scenarios employed by Shell are important
and underpin the strategy process. They are not
an interesting toy that sits on the shelf. They are
part and parcel of the future strategic thought of
the organisation. Shell’s business is all about
managing assets — often very expensive and with
a very long life. Faced with considerable
geographic diversity — from the North Sea to
Africa — future alternative possibilities have to be
considered given the impact of economic and
geo-political events. The scenarios help risk
mitigation and make sure the business case for
an action is robust when stress tested.”




5. MOVING FORWARD - IT’'S MORE THAN
STARING IN THE RIGHT DIRECTION

DEALING WITH LEGISLATION

While few survey respondents (4 per cent) cited
legislation as a barrier to analysing the future, the
participants in Barclays recent Forward Thinking
roundtable discussions were acutely aware of its
impact on their business strategies. Many e
roundtable participants highlighted the challenge 1
of facing the sheer quantity of legislation at a (=
variety of levels from local to international levels. .
For example, a hospitality business in the North 1
East claimed it could not pursue a £1.5 million | T
development because of legislation — “We (the il
licensed trade) are interfered with constantly. .

Business models can’t flourish”. Others around 1

the country spoke of the financial burden of 15 |
compliance to domestic and EU legislation. 1 i
A key message from senior executives was that to
overcome such challenges businesses needed to VN :d f
get proactively involved in the legislation process.

i

I e —

NG WSS
-_—
a—

= =

i
e .
i
—




CHRISTINE BERRY, MANAGING
PARTNER, TAYLOR VINTERS,
CAMBRIDGE

“Taylor Vinters is a law firm working with clients in
the business, personal and not-for-profit markets.
We forward-plan on a three-year cycle and have
an established track record for future planning.
Our current business plan strategy was expressly
created to take the firm through the radical
reforms of the legal services sector, following the
Clementi Report and the new Legal Services Act.
We had taken part in the original consultation
process which led to the Clementi Report. As a
legal business, we welcomed the opportunities
that the proposed reforms would present to us
and we have been shaping Taylor Vinters to take
full advantage of these future opportunities as the
new 2007 legislation is brought into force over the
course of the next few years.

By way of examples: First, we have always been
keen to explore different business structures as an
alternative to the traditional legal partnership
model. Legal partnerships are not naturally
entrepreneurial and we wish to operate our
business in the entrepreneurial spirit
demonstrated by many of our clients. This
requires different approaches to management and
leadership. We have already brought non-lawyers
into our firm; either to hold senior management
positions and or who deliver non-legal services to
clients. We have, for some time therefore, been
moving towards the ‘multi-talented’ disciplines
envisaged by Sir David Clementi.

Second, we have also invested heavily in leadership
and management development because we
recognise the enormous impact these qualities can
have in the future success of a business. As a
consequence, we are now ready to make further
necessary changes to our business structures,
remuneration policies and HR strategies to support
the future direction of our business.

Thirdly, even though we are a single office firm
based in Cambridge, our clients operate
internationally and so do we. A thorough review
of our clients’ own future plans for overseas
growth has led us to upgrade significantly our
own international connections. We are now part
of a major international network of like-minded
independent law firms. In the past year alone,
this has enabled us to work with multi-national
companies across Europe, into China and the Far
East and in the USA.

We are coming to the end of our current business
plan cycle in April 2009 and we have already
started to plan ahead to 2012. For the new
business plan, we will have a new leadership and
management team in place — as a result of
completing our succession planning programme.”

MAKE SURE YOU'RE THINKING

THE RIGHT WAY

Figure 5.1 identifies the various approaches used
by companies when analysing the future external
environment.

Figure 5.1 — Does your organisation use one of the
following when analysing the future external environment:
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forecasts  analysis  analysis  planning modelling  quant  consultants
models

Source: loD/Barclays Survey, Sept 2008

The standard futures disciplines such as economic
forecasts, PEST (political, economic, social, and
technological analysis), SWOT (strengths,
weaknesses, opportunities and threats) and scenario
planning all score highly. Other approaches, especially
those with a quantitative bias, figure less prominently.
The results suggest that forward thinking is very
much a blend of formal and informal analysis.
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5. MOVING FORWARD - IT’'S MORE THAN STARING IN THE RIGHT DIRECTION

Figure 5.2 shows that it is simply not possible to repeat
many of these processes on a weekly or monthly basis.
The results suggest that many companies are taking a
realistic approach to data gathering, making reference
back to previous benchmark studies rather than
committing constant resource.

Figure 5.2 — How often does your organisation use one of the
following when analysing the future external environment?

|| Weekly L] Monthly L] Quarterly || Annually M when devising strategy

Source: loD/Barclays Survey, Sept 2008

Figure 5.3 shows that the Internet is regarded as by

far the most useful business partner in analysing and
preparing for the future. Whilst the Internet is
undoubtedly a cost-effective tool, businesses should not
be too reliant on it and ensure that people with the right
skill sets are employed to make a qualified judgement on
a source that may either have been commercially
influenced or have the potential for inaccuracy.

Figure 5.3 — Who are the most useful business partners in
analysing and preparing for the future?

33%
- 5%

Private equity partner 21%

34%

Independent research agencies 49%
S 77
ducational institution 50%

Government Agency 45%
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Source: loD/Barclays Survey, Sept 2008
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USING EXTERNAL CONSULTANTS

64 per cent of companies acknowledged using
external consultants, rising to 78 per cent among
larger companies. Interestingly, most
respondents felt that the external consultants
they used were not necessarily the best qualified
to help with forward thinking or analysing the
future external environment. This is an oddity
thrown up by the research, as of the companies
that use external consultants for forward
thinking, only 8 per cent engaged specific
strategic consultants. None of the businesses
surveyed in the North West or in the East or West
Midlands used strategic consultants while those
in the South used them the most, a difference
which may be due to the greater availability of
consultancies in these areas.

On the whole, financial skills were cited as the
most appropriate skills for analysing the future
environment according to respondents. This
underlines the fact that most companies view
financial metrics as the only ones of merit and
there is significant advantage to those that look
beyond this to spot wider trends.

Participants in the roundtables felt that in the
current environment there were fewer
consultants prepared to commit to an opinion or
view, which made some participants sceptical as
to why external consultants were engaged at all.
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5. MOVING FORWARD - IT’'S MORE THAN STARING IN THE RIGHT DIRECTION

PRODUCT INNOVATION

Some form of futures thinking and planning is evident in many everyday
product innovations. In the 1980s cereal makers such as Kellogg’s or Nestlé
saw how people’s lifestyles were becoming more pressured and started to
produce ready-made cereals in packets. The invention of the microwave
enabled them to produce cereals which could be heated and served in
seconds rather than minutes. In the 1990s, further mining of the same trend
led them to produce cereal bars — without any further need for the time-
consuming addition of milk!

Whirlpool is a good example of a company which focuses on product
innovation driven by forward thinking in the sense of extrapolation of trends.
The results — a fast-fill water dispenser built into the door of a refrigerator
that, with the touch of a button, fills containers to the exact fluid ounce and
twice as quickly as competitors’ models or a new portable device called the
Fabric Freshener, which takes wrinkles and odours out of suits and other dry-
clean-only clothing by steaming and air-drying them — help Whirlpool define
its competitive advantage as innovation.

Interestingly, Whirlpool’s approach to forward thinking relies heavily on
incentivising its own employees to consider evolving customer needs and to
generate a funnel of potential product innovations. It is an approach which
foreshadowed the leading edge of product innovation — network-enabled
‘crowdsourcing’ — the process of outsourcing an activity normally done by an
individual to a large group of people.

Figure 5.4 — Who, within your organisation, is responsible
for analysing change in the future external environment?

Main Board 33%

1%

I Financial Director 2%

- Marketing Director 6%

. Strategic Planning Director 3%
- Board appointed committee 6%
12%

I Allstaff 1%
- Management Team/Senior Management Team 5%,
1 1 1 1 1

Source: loD/Barclays Survey, Sept 2008

WHO’S RESPONSIBLE?

Figure 5.4 reveals who is responsible within a company for thinking about the
future external environment. As expected, the lead role is played by the Board
(33 per cent), followed by the MD and CEO (23 per cent combined). The survey
results also show that in 85 per cent of companies discussion of the future
external environment is usually part of the Board’s agenda.

The dominance of the Board/MD/CEO in terms of responsibility for forward
thinking may be a root cause of the problem that many companies face in
forward thinking. The board has too many other priorities, they may not meet
often enough and management may not have the requisite time to deal with the
intricate complexities of forward thinking.

THE ROLE OF STAFF

Approximately 60 per cent of those surveyed
believe that staff apply little or no pressure on the
company’s ability to understand the future; this
was particularly strong in the Retail and

TMT sectors with 75 per cent and 73 per cent
respectively thinking so. Barclays Forward
Thinking roundtable participants did feel,
however, that employees had a greater role to play
in developing a company’s view of the future
environment. Many said that those employees
closest to customers were in a very good position
to provide accurate insight into emerging trends
and mood. They should have a role in helping to
shape strategy and direction for companies as
“decisions could no longer be made behind closed
doors”. This was especially important for service
businesses where the assets are the people.
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“Too many boards are paralysed into
inaction by the uncertainty they face
regarding the future external
environment. Corporate culture needs
to change towards being more open
and enquiring; listening carefully to
customers and employees at all levels...
The organisation needs to acquire a
sense of purpose larger than its own
existence, capable of motivating staff to
creative action. Maybe then some of the

fun of futures thinking will be recovered.”
PROFESSOR PAUL WILLIAMS, DTZ RESEARCH & REGENT COLLEGE
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5. MOVING FORWARD - IT’'S MORE THAN STARING IN THE RIGHT DIRECTION

Figure 5.5 — Within your company/
organisation, which of the following
best describes the process for analysing
the future external environment?

505 10%

69%

W one person has responsibility solely for this role
M 4 team have responsibility solely for this role

M one person undertakes this role in conjunction
with other duties

M A team undertakes this role in conjunction
with other duties

Source: loD/Barclays Survey, Sept 2008

Figure 5.5 shows that in almost two-thirds of
companies a team undertakes the role in conjunction
with other activities. Figure 5.6 shows that those
undertaking forward thinking have varied skill sets but
only one in ten companies state those doing the work
have specific planning or strategic skills.

Figure 5.6 — What are these skills?
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Source: loD/Barclays Survey, Sept 2008

Figure 5.6 also shows that both experience and
professional qualifications rate very highly as skills
deemed necessary for forward thinking. Whilst both
play significant roles, perhaps a greater attribute is to
understand that in order to prepare for an uncertain and
volatile future, received wisdom can be redundant and a
non-conformist and questioning approach is critical.

When asked whether those responsible for forward
thinking have specific skills which qualify them for the
role a more reassuring finding emerges, with 68 per
cent of companies responding positively.

This still leaves 31 per cent of companies admitting
that the people responsible for analysing the future
external environment do not have specific skills which
qualify them for the role (see: Figure 5.7).

The obvious difficulty for small and medium-sized
enterprises is where do they find the skill sets in-
house? SMEs clearly need to look to external partners
for help here (trade organisations, banks etc.) or
group together with other companies to undertake
the analysis.

Figure 5.7 demonstrates that while many companies
think they are investing resource in this area, the fact
that almost a third (31 per cent) have no specific skills
to qualify them for this role suggests their confidence
may be misplaced.
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MAKING TALENT A PRIORITY

16 per cent claim it is staff which make a
company forward thinking. At almost all Barclays
Forward Thinking roundtables, recruiting and
retaining skilled staff was a major talking point.
Some companies in the engineering and
construction sectors anticipated the creation of
in-house schools to train people. Those
companies in the regions found that the lure of
London and London salaries outweighed the
advantages of a ‘better quality of life’ outside the
capital. Business leaders in the North West felt
Manchester was a very appealing location and as
a result, were less concerned about talent
retention. Salary and bonus expectations
emerged as the biggest stumbling blocks — a
participant from Newcastle commented: “We
have a different currency here” — though many
felt that an economic downturn might
encourage companies to relocate to lower cost
regions and in doing so attract more talent.

80
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50

40

30

20

Figure 5.7 — Do those responsible for analysing
the future external environment have specific skills
which qualify them for this role?

Yes No

Source: loD/Barclays Survey, Sept 2008 Don’t know 1%
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5. MOVING FORWARD - IT’'S MORE THAN STARING IN THE RIGHT DIRECTION

BINOCULARS, TELESCOPES OR HUBBLE?
Figure 5.8 shows that 50 per cent of companies look
one to three years ahead with 34 per cent of companies
looking four to five years ahead. For a significant
minority these time frames are shrinking. One in seven
(16 per cent) say this is a shorter horizon than five years
ago, a trend which is particularly impacting small and
medium-sized businesses. This may be a direct result of
so many companies stating they find analysing the
future environment more difficult, so they are reducing
their horizons. However, in doing so they are potentially
causing problems for themselves.

MAKE SURE YOU CAN SEE WHERE

YOU'RE GOING

Whilst it is encouraging to see that forward thinking
has been so readily incorporated into many corporate
strategies, it is clear that the full potential to take
advantage of prospective opportunities and to
prepare for future challenges is not being met and
there are fundamental reasons why not. Now more
than ever before there needs to be a sea change in
UK Plc to make sure that the tools, talent, resources,
process, procedures, and time are in place to prepare
for tomorrow.

Figure 5.8 — How far ahead does your
company/organisation analyse the
future external environment?
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Source: loD/Barclays Survey, Sept 2008

DISCUSSING THE APPROPRIATE TIME HORIZON, loD DIRECTOR-GENERAL,
MILES TEMPLEMAN STATED:

“Reach out too far and it ends up being
too extreme to relate to. It is better to
take something closer to home and
extrapolate... companies do need to push
further but this also needs to be rooted
in what you know can happen today...
there is an important role for blue sky
thinking but it needs to be undertaken
as a parallel exercise.”
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“If companies truly embrace
forward thinking it can have a
transforming effect.”

JON FRANCIS, DIRECTOR MIML

JOHN MILLS, JOHN MILLS LTD, LONDON.

John Mills Ltd is a retailer that sells to major high street brands, direct to consumers and exports abroad.

“Our four member board is responsible for planning. We look at the year ahead. Anything beyond is not
very effective for us as we have to be quick to respond to changes in the market. For us, speed of reaction
to current conditions is more critical than trying to see a long way ahead. For example, this time next year
half our turnover will be in products we haven’t thought of yet.

“We take a very quantitative approach within a financial framework looking at our product range, the
sector as a whole, the market and, of course, customer needs. We are fortunate in that we are awash with
accurate data. Our modelling provides us with a good degree of flexibility that allows us to react quickly to
changing conditions; so far we haven’t been caught out by unforeseen events. We usually end with a
middle ground between a more bullish plan and a conservative model.

“Having said that, our approach to the market is not reactive, we like to try and shape our own conditions.
We utilise new technology platforms as appropriate so that we can sell very effectively in store as well as
online. Our in-store mixed media sales techniques mean that we offer smaller margins to retailers, but they
benefit as gross profit a square foot is larger. A difficult economy is good for us as retailers become more
adventurous and open to our innovative ways of selling.”

THE IMPACT OF GLOBAL THEMES
There are a number of global themes which, largely through media exposure, have become mainstream
and fundamental signposts to the future for all businesses.

The most obvious one is climate change and environmental issues. So pervasive and mainstream has
this ‘futures theme’ become that almost every company of any size will now devote a sizeable chunk of
its annual report to its efforts under the environmental umbrella. It will also devote significant ongoing
resources to the area and may well employ teams of people solely devoted to enhancing its
environmentally friendly activities.

Three other ideas rank almost alongside climate change/environmentalism as futures themes which are
now a mainstream part of business thinking:

e the rise of Asia in the global economy
e the ageing of society

e the threat of terrorism
It is almost certain that the future stability of the global financial system will also be added to this list.

This does not mean that all companies consciously plan against these themes. Rather that they form an
accepted, if sometimes implicit, background to any discussion about the future business environment. They
are universally held to be important and almost universally understood in the same way. To paraphrase
former U.S. Defense Secretary, Donald Rumsfeld’, they are interpreted as having moved from being known
unknowns to known knowns.
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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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6. HOW TO DEVELOP 20/20 VISION FOR THE FUTURE

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

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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