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Session Objectives

« Develop an appreciation for the power of scenario analysis

« Work through elements of scenario analysis to better understand
how it works

« Determine how scenario analysis might benefit your association
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Scenario analysis defined

Scenario analysis
Is a planning tool that anticipates future directions
In the environment and develop plans accordingly

Possible coherent/consistent model/picture of a
future state*
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*Dr. Daniel Lang, ETH Zurich *5




It’s better to get the future imprecisely right
than to

get the future precisely wrong*

*Brian Betlyon, Planning Specialist, FHWA Resource, Baltimore , MD *ﬁ
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Scenario analysis

-=an opportunity to rehearse the future*

*Scenario analysis- Wikipedia *5
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Scenario analysis overview

Scenario Analysis

A tool to anticipate potential future environmental change
A systematic mechanism for considering a mix of complex factors

A basis for monitoring the environment in support of decision making
and action

. Scenario Building Process

« Identify multiple relevant factors active in the environment

 Construct several scenarios that are as equally plausible as possible

» |dentify indicators to track which is actually emerging over time

« |dentify desirable scenario(s) and develop actions to influence outcomes
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Scenario analysis three-phased approach

PHASE 1

Develop Protocols and
Refine Process

PHASE 2

Conduct Research
and Develop
Plausible Scenarios

PHASE 3

Select Desirable
Scenario(s);
Influence and
Monitor
Outcome(s)
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Phase 1 solidifies the scenario analysis
objectives and plan

PHASE 1

Develop Project
Protocols and Refine
Scenario Process

 Determine scenario analysis trigger or focal point
« Refine process to fit organizational needs and constraints
« Build team and determine roles, responsibilities and timeline
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EXAMPLE
Scenario analysis trigger

What are the implications for the Environmental
Association of Stellar Academics, EASA, and its
stakehol ders 1 f “green
In 20207
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Scenario selection criteria

 Relevance to goal

* Likelihood of influencing outcome
 Cost of influencing outcome

e Qutcome time horizon

« Implications of outcome to association (pluses and minuses)
« Implications of outcome to industry (pluses and minuses)

« Feasibility of crafting stakeholder win-wins
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Phase 2 crafts the preliminary scenarios

PHASE 2

Conduct Research
and Develop

) Plausible

Scenarios

« Gather environment secondary research

 Conduct primary research

 Determine driving factors in environment

 Determine patterns of interaction between driving factors

* Develop 2-4 plausible potential future scenarios

 Determine metrics to monitor direction environment is heading
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Scenario analysis research considerations

Desired results

Targets
—stakeholders and others
—list availability and costs

Factors to consider, interaction between factors

Research format

. — In-person interviews, phone interviews, focus groups, workshops, surveys
— Environmental scanning

— Trends analysis, futures thinking

Timing

Cost considerations
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Potential key factors should be considered prior to

developing the scenarios

Potential key factors to consider include...
Current and future economic, political, social, technological and other trends
Organization's sustainable core competencies
Organization's competitors and their value propositions
Organization's vulnerabilities
Prioritized needs and benefits of the organization's members and other
stakeholders
Unmet member or stakeholder needs
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Scenarios are all about building stories

« Ultimately you want to spin a story that describes a plausible future state
« It’s fairly straightforward once you have all the research

— Environmental factors

— Likely interaction of factors

« Groups work best ensuring multiple perspectives and input

2 -
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Well thought out scenario

Elements of a well thought out scenario:

* Told as a story
« Comes together to spell out a future state
« Permits learning and adjustment as the future unfolds

« Future state is plausible and internally consistent

*ésae & the center
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Metrics

« Answers the question of how we are going to monitor the environment to know
which of several scenarios are playing out in reality over time. Provides a means to
measure or track progress in comparing alternative scenario outcomes

« Sample metric categories include:
— Economic
— Environmental
— Industry
— Member/stakeholder
" — Political
— Resources
— Social
—Technical

» For each metric: define it, determine the basis and unit
— Example: Economic
= interest- defined as 10 year treasury with current 8% rate — exceeds 10%
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Reactive versus proactive

SCENARIO RESPONSE

REACTIVE A PROACTIVE
{nitor and respy Monitor and influence
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Phase 3 selects the most desirable future

outcome(s) and shapes its occurrences(s)

PHASE 3

Select Most
Desirable
Scenario(s);
Influence and
Monitor
Outcome(s)

» Analyze implications of each scenario

» Select desirable outcome(s)/scenario(s)

 Develop plan to favorably influence selected scenario(s)
» Use metrics as early warning signals

« Monitor the environment and adjust
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Scenario selection criteria

 Relevance to goal

* Likelihood of influencing outcome
 Cost of influencing outcome

e Qutcome time horizon

« Implications of outcome to association (pluses and minuses)
« Implications of outcome to industry (pluses and minuses)

« Feasibility of crafting stakeholder win-wins
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Influencing outcomes

Determine the issues and drivers that have the potential to shape the outcome

Determine who the players are

Determine the players’ current position and ability to shape future outcomes

Craft win-win positions for all stakeholders

3 Develop a plan to influence a favorable outcome
— Who, what, where, when and how

Activate, monitor and enhance the plan
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Perils and pitfalls of scenario analysis

 Treating scenarios as forecasts

 Constructing simplistic differences between scenarios (e.g. optimistic/pessimistic)
« Failing to make the scenario holistic in scope

« Failing to focus scenario in areas of potential impact on profession and or industry
« Not engaging the most senior staff and decision makers

 It’s subjective

e} « Failing to engage all stakeholders

» 1 * Not integrating it into other organizational planning and forecasting initiatives
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Scenario analysis

CASE STUDY

Objective:
Provide experience in scenario analysis

Instructions- at your tables:
For purposes of this exercise assume you are a large association with
a significant number of employees and high health care expenses

1. 3 Minutes- Read the assigned scenario- either #1 or #2
2. 20 Minutes- Brainstorm
 ldentify 3-8 metrics that will indicate if environment is trending towards a given
scenario. What would you monitor in the environment over a two year period to
< determine if that scenario was emerging? how would you know?
« Can any of the metrics be influenced? How?
t 3. Be prepared to share your insights with the entire group
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CASE STUDY- Scenario 1, Government Funded

Universal Health Coverage Program 2015-2022

By 2015, the middle class could no longer count on having health care coverage for themselves and they were
increasingly resentful that they had to pay taxes to fund Medicaid and Medicare for others. One of the leading
contributors to the high number of individual bankruptcies was inability to pay for catastrophic healthcare
events.

The not-for-profit and for-profit communities were among the most vocal advocates for a larger government
role, particularly in light of those organizations that do not carry a huge burden. Many organizations were no
longer able to absorb premium increases and pass them onto employees. They started lobbying Congress to
develop a government-funded, universal-coverage program.

Health care providers were also frustrated. The permanent fix for Medicare was never achieved and
reimbursements were inadequate. Medical liability costs continued to rise faster than reimbursement rates and

+ many physicians were forced to stop doing procedures, relocate to more favorable medical liability
environments or retire early.

At the same time policy makers were concerned about the growing number of Americans who were eligible or
about to become eligible for Medicare. As this trend continued each worker’s burden of support for Medicare
would have to increase even more to sustain the program.

Y With public pressure mounting, Congress passes legislation to create the first universal health care program.

All Americans are eligible to enroll in a single comprehensive benefit package. Individuals can purchase
supplemental policies for non-covered services. The program is federally funded, but administered locally by

private health plans that review claims and process payments.
‘ﬁlsae & the center
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CASE STUDY- Scenario 1, Government Funded
Universal Health Coverage Program 2015-2022

Key Elements of Scenario 1

« Healthcare is universal and continuous; everyone in US is eligible for government funded
health insurance

« Administrative fees are lower for the single payer system than private insurance plans. Billing
and administrative costs are lower

* The insurance industry would be substantially changed. A significant number of jobs would
be eliminated

* There is less variation in care as practice guidelines are used more universally

é * Triage and patient care may be established in non-traditional settings (e.g. food stores, drug
stores, etc)

» In the long run, excess capacity in the system is eliminated
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CASE STUDY- Scenario 2, Tax Credit/Market

Health Program 2015-2022

Leading up to 2015 there are continuing increases in the ranks of the uninsured and there is
increasing reluctance on the part of employers to remain the base for people to get health
insurance coverage. The middle class generates political pressure sufficient to support a major
change in the health delivery and financing system.

In 2015, the President signs a law replacing the current federal tax exclusion for employment
based health insurance with a system of income-related, refundable, advanceable tax credits to
individuals and families for purchase of health insurance of their choice. Participation in this
system is voluntary. The change in the tax treatment of health insurance expands coverage by
redirecting the existing subsidy toward those who most need help affording coverage; and it
. expands choice by subsidizing coverage regardless of whether it is obtained through
employment or elsewhere. Higher income individuals (household income of $145,000 in 2015)
do not get a tax credit. However, since employers are no longer paying a portion of the cost of
health benefits wages have increased modestly.

Medicare and Medicaid stay in place and requirements are standardized across states.

Employers can continue to provide coverage for their employees as an employment incentive,
but the incentive to do so is reduced by the elimination of the tax exclusion as well as the

availability of new coverage options outside of employment.
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CASE STUDY- Scenario 2, Tax Credit/Market
Health Program 2015-2022

Key Elements of Scenario 2

« Information and education programs are designed to provide assistance in assessing options
and making informed decisions

» The removal of preferential tax treatment for employment based coverage fuels demand for
alternative sources of group coverage. Individuals have more power in the market, making
plans more responsive to patient demand for access, quality and affordability

» However, institutional barriers still exist. Insurance plans are still very difficult to understand
.« and compare, especially in the beginning phases of implementation. Hence, while the
framework for a more market driven system has been put in place, not all the tools to make it
a} fully workable are available initially.

« Finally, there is a greater national uniformity of market regulation across health insurance
markets. There is less variation by the sub-markets (e.g. large group, small group, individual),
geographic location or type of health plan.
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Discussion:

Scenario analysis for your association

How would scenario analysis benefit your
association’”s plannin
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Benefits of scenario analysis

Tool for collective learning

Forces people outside of their *“comf.

Provides information to make learned decisions

Analytical framework and process to sort through complex issues and uncertainty

Involves stakeholder community and encourages consensus

Being prepared

Magnifies the impact and tradeoffs among competing factors

é(.

Potential for proactive positioning

Basis for strategy building
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References and Resources

* The Art of the Long View, Peter Schwartz

* Wikipedia
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Barton G. Tretheway, CAE

Barton Tretheway is Managing Partner for Bostrom Consulting Associates. He is a recognized expert in strategy, marketing and specializes in
innovation and market-driven new products/services management and marketing strategies. Mr. Tretheway has worked with small privately held
firms, Fortune 500 companies and non-profits. He has experience in the association, educational, financial, manufacturing, health related, media,
packaged goods, retail, service, technology, telecommunication, and transportation industries.

He consults and trains in a variety of subjects worldwide. Expertise areas include strategic planning, marketing strategies, innovation and new
products, consulting competencies, business planning, consultative selling, culture and teaming. He focuses on experientially delivered consulting
and training solutions that result in implementable actions and/or hands-on skills transfer.

Mr. Tretheway's consulting experience includes: developing business plans and marketing strategies, defining new product and service concepts,
performing customer market assessments, segmentation and positioning, developing business plans, and strategic plans. Recent experience includes
working with a trade association to reposition themselves in a changing environment to increase their value proposition to their targeted members;
assisting a non-profit educational services organization increase revenues by refocusing their development strategies and efforts. He also helped a
large national association evaluate a market and develop a business plan for a major non-dues revenue producer.

Mr. Tretheway’s training experience includes assisting a global consulting firm’s marketing professionals to more effectively link and align their
efforts to corporate strategy. He also assisted a regional telecom company in implementing their new product process through a series of cross-
functional teaming workshops. This was delivered in a highly interactive environment utilizing company-specific cases. Additionally, he led the
delivery of a series of innovation workshops for an international packaged foods firm. The team led the client in the development of an innovation
blueprint including vision, roles, objectives, goals, strategy and action plan.

He has been an Adjunct Professor at the University of Chicago Graduate School of Business, teaching a class in New Products/Services
Development and a Services Marketing course for their Executive Education program. He has taught at Northwestern University's Kellogg Graduate
School of Management and for the American Management Association, and was chair of a national growth strategy conference. He has delivered
speeches and seminars and has also moderated panels internationally to businesses, non-profit organizations and universities, ASAE, The Forum,
the Marketing Institute, the American Marketing Association, Association of Internal Management Consultants and the Southwest CEO Council. He
has been a featured guest on radio broadcasts as well as quoted in a variety of periodicals including USA Today, Crain's Chicago Busingss
Marketing Newsind Food Engineering He has published his work in numerous publications including Association Management, Marketing
Managemenand a chapter in the Handbook of Business Stratedr. Tretheway serves on the Editorial Board of the American Marketing
Association’s Marketing Managemepublication. His professional affiliations include the Economic Club of Chicago, The Forum, and the
American Society of Association Executives.

Mr. Tretheway has held numerous consulting, training, marketing and management positions at Strategic Management Group, Kuczmarski &
Associates and Sears Roebuck & Co.

Mr. Tretheway earned his MBA from Indiana University. He received a BS degree from California State University. For the past thirty years, Mr.

Tretheway has helped non-profit organizations in strategic planning, management and development.
He also serves as a trustee on the boards of several Chicago charities. Honoraria include listing in Who's Who in the Midwest.
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Barton G. Tretheway, CAE
Managing Partner
Bostrom Consulting Associates

btretheway®bostrom.com
312.596.5218

SEE YOU NEXT YEAR!
Annual Meeting & Expo ]
August 21 - 24, 2010 " asae & the center
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