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Today's objectives

We will address three questions:

Why are most sectors facing increased volatility

and unpredictability?

Why do companies struggle to cope with
uncertainty in setting strategy?

What are leading companies doing to develop
winning strategies in these turbulent times?
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Most sectors have entered an age of heightened unpredictability 0‘

The number of change vectors has increased

* Technology is fundamentally altering competition
* The social and political climate is turbulent

= Global climate continues to change

= Public health concerns are mounting

Forecast end-points on each vector vary

+ There is a wide variation in forecasts for
most critical decision variables

« Past forecasts have become less reliable
in predicting the future

Heightened
Unpredictability
Timing for when we will reach the Many change vectors are inter-related
end-point on sach vector Is unceartain . .
» Increasing global interdependence
« P f technol I i
e t‘.}c logical acoption & » Greater interconnectedness between
accelerating A
consumers — facilitated by

» New business models are taking hold more communications and information

quickly technology
* Customer expectations are changing rapidly

1

The Butterfly Effect — what does it mean for strategy? Q,

» Edward Lorenz. "In complex
systems, small changes in one
variable may have no effect or

massive ones, and it is impossible to
predict which will turn out to be the

case ... without a perfect

specification on initial conditions,

predictions are useless.”

most businesses - the world is
increasingly complex and
interconnected

It is impossible for any business to
accurately predict the future and

plan for every eventuality
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In an unpredictable world, traditional frameworks and tools for strategic
decision-making break down — making them ineffective, even obsolete ...

) &
=

Decisions are
mis-prionitized and
mis-seguenced

Interdependences and
linkages between decisions
are ignored

Flexibility and optionality are
undervalued in making
decisions

Decisions are made incorrectly, at the wrong pace, or in the wrong order =2
foreclosing too many valuable, strategic options

Traditional management processes are challenged to cope with increasing
volatility and uncertainty — the "plan then do” model fails

Traditional model
Strategy
|'I|.:"u'l_'|l"-|.f.f:}i'-".’!‘ ;Batuhl me‘
Developed in Silos
Resource
allocation
BU-focused and incremental
Performance
rrlilLr.;._p:--:s.lun! 'Rnpnrtlngﬂwmws‘
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Calendar-dnven, "batch” model poorly aligned with the need for
continuous decision making

“Ptan then D" vs, *Testand Leam®
Siloed strategies are not well-alignad with critical decsions that
cross organizatonal boundanes

The whote is worlh less than the sum of parts

+ Traditional "Incrementzl resource allocation” misses critical path

investments in infrastructure and new lalent

+ “Small bets placed in every square” vs, select stratege aptions
= Budgets dnive strategy, not vioe versa

Traditional “weather repart” model msses rect cause of
performance shorfall

Push for incremental improvement vs. stop and redeploy
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Strategy-making in turbulent times requires two fundamental changes: 'f:-'-f:O
Leadership must change the tools it applies in making strategic
choices — the "strategic decision-making model”

allocate resources — the “strategic management process”

: ! I Leadership must change the process it uses to develop plans and

1 Leadership must change the tools it applies in making strategic choices —the -2
“strategic decision-making model” — to incorporate three elements: “iﬂ;

Consider extreme, bul plausible scenarios
+ Represent extreme but plausible end-states to capture the edge cases of potential outcomes
» Account for interconnections and linkages between change vectors

o » Clarify the variables that matter most (and on which to set signposts)
A Incorporate flexibility and optionality into strategic cholces
O + Explicitly capture the value of any “real options” created (or destroyed)
+ Recognize the implicit value of flexibility in an uncertain business envireonment

D Identify trigger poinis, signposis and melrics
(_:‘_:’ * Help management determine which scenario the business most likely finds itself

+ Drive strategic choices (including “stop and redeploy”) and/or course corrections
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1 New tools change the outputs of strategic decision-making to help leadership
make three discrete sets of choices: e

1. No- regret moves 2. Measured bets

Diecisions that are likely to create Decisions with uncertain outcomes 'One-way door' decisions, for which

value under most/all scenarios that ereate hedges and options that scenarios present conflicting views,
are valuable under many scenarios requiring significant conviction in the
and/or support critical learning future state

Evolution of traditional decisions processes and tools are critical to ensure the right decisions are made,
in the right sequence, and at the right pace to capitalize on all *“measured bets"” and "big bets”

Three types of scenarios should be used to stretch management’s thinking and

1 support leadership in making strategic choices 01"
/’ } Three Types of Scenarios:
w i i = Corner Scenarios — extreme, but plausible,
: . scenarios; used to stretch management's thinking,
& identify no-regret moves, and pressure-test
l | cones Plausible Seenarion alternatives
Seanario —_— B2

* Reference Scenario - the scenario upon which

J A management has the greatest conviction; used o
7| Reference | carefully compare altemative big-bets
_— =P
I—J"‘I“J
? :' . + Plausible Scenarios = variations on the reference

scenario, where management has less conviction
(but still views as credible); used to identify
potential strategic hedges and optlions

Y —
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The scenarios are used to identify no-regret moves, surface big-bets and .o

1 highlight potential strategic options / hedges *p‘
Description Examples

Mo-regret moves

; "] + Strenginen customer relationships
+ Actions that are likely 1o prove valuable under any ; ] gin P
\/ scenario - even extreme, bul plausible, scenarios m e + Reduce GA&A cosls

Big bets

Large-scale MAA 1o enler a new
business

Major strategic cholces and big bets that involve —
tough trade-offs and are lied o the scenano wpon which ’41

management has the greatest conviction Investment to build a new technology

platfonm

s
g

0
=l

L L
e TS L T

Strategic « Moves that create *options” if ane (or mase) of the . -
options | hedges plausible scenanas come to fruition; tyically smaller- : 1 = Pariner lo establish a position in'a
ke sized bets relevant to one scenario E‘ﬁ { J new lechnology with pian to ramp
e L \ + Moves that hedge agalnst velatility in one (or more) i | !. + Consolidation in the cora business
il plausible and/or reference scenarios

1 Leadership at CMS made a series of critical strategic choices using =

new tools and frameworks for decision-making - D
== = e e bt =
SITUATION APPROACH o [ “ DECISIONS & RESULTS
: k1L II (TL
» Survived near- Scenarios & stress lests Eii!llill = Shut down = subscakelold cogl
bankruptcy after « Daveloped Tous comae scenatios for ARSRRIRIE = units and announced plans to
chasing far-flung enermy markets, covenng a wide range of - e retire the rest
adjacencies plausible volumes and prices - = > Bought a natural gas power
« Uncompetitive - Btress-tested the business to identify risks fo ]E F plant at a fraction of the costs of
financially vs. nearby mitigate and epporunities on which to capitalize B E buidding a new plant

ufility companies
* Industry facing waves

Trigger points and signposis e ey s e = Restructured gas supply

contracts to mprove position

of disruptions (eg, Mo be d'9bal oll and gas signposts ve. the market to reflect
EWI' mﬂ?ﬁ magnitudes, tming and permanence expected price decrease
deregulation) — CTMS « Montonng signposts allowed us to ses > Reset regulations and
did niot know how fo gas price collapse three years before r reimbursement for independant
move forwand competitors and peers power producers o refleat ower
) tueling and aperating costs of
* Leadership leam Flexiblity and optionality natural gas vs. coal power planis
needed a (NN - . Built-out elements of optionality and trade-
tnhmg.mdﬁd offs in ardar to recognize real option valua > Top 5 TSR for a decade;
dmra!nneeem created by some investments and maximize market value up by 3X+
P flexibility in decision making
=
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1

Signposts must be identified to enable leadership to continuously monitor .o
performance and adjust course when needed

Signposts: Leading indicators that raise a strategic choice to the forefront for deliberate analysis, decision-
making and exscution

Assessment *

Qutcome

Example

= Disruptive changs likely
within b years

+ Dasruptive change
possible within §-10 years

+ Disruptive change 10+
yEars away

B * Agamdrran] aBrm it g cPim wlifve B cre Oy

1

= = =]
SITUATION APPROACH RESULTS
PR A e TRt
= In 2018/18 Telra Pak Disruptive strategic scenaros — SEgs® > Refreshed existing 2030
.duualupad S iphay - Developed four disruptive but still e @ = Strategy with alternative long-
SUNRGY Nesad Ll A plausible strategic scenarios along i """ . larm soenarios focusing on most
2030 World View bR Sy N =.=_ severe financial damage
* In the meantime, = .. each scenaric representing a == > Developed actionable scenario
many disruptive potential financial risk of >€18 e playbooks to act quickly if
trends accelerated scenarios materialize (but akso
faster than onginaily Meonitoring dashboards incl. bets hedges to preempt)
expecied. . - Designed executive monitoring
— Buslainability dashboards indicating risk and > Embecided 5.““'5"“ planning
- Connected industry speed for scenano o matenalize capabilities in line organization
7 - Each scenario was sllocaled o a
- Commoditization « ... moorporating signposts/ Managamant team
— Da-glebalzation measurable KPIs against a N ;
baseline trend over tima “mmz f:;i:‘:‘;";;
= _..thatl made the — Rorng
assumplion of “just Strategy scenario playbooks L L e B and cperalionalizing mitigation
Qum I ST R » Developed for each scenario n ! s SE e e e :
static strategy executable strategy playbooks ... o f sees. o Porformance moniforing
unreallstic ik L 2 e p— changed from “reporting the
« . containing new actions in =El—= = Horn i e
addition to established trafo program = e '____.. A ——
T 14
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« Dectsions required within 2
guarters o enable
integration info pianning
cycle

+ Continue to monitar on a
quarterty or bi-annual basis

« Codify implications of
disrupbon on strategy and
potential next steps

Tetra Pak used long-term 2030 strategic scenarios to revise its strategy
and focus performance monitoring on measurable signposts

= MNon-traditionat player (e.g.

Goagle) penetration of
cuslomer base

+ ‘DG ina box” enabling
disconnect enters the mass
marke!

« Slorage al the distribution
level passes prudency test
for widespread depioyment
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Questions

Strategy-making in turbulent times requires two fundamental changes: @
Leadership must change the tools it applies in making strategic
choices — the "strategic decision-making model”

allocate resources — the "strategic management process’

: ! I Leadership must change the process it uses to develop plans and
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2 To cope with unpredictability across-the-board, leadership must move from a
static, strategic planning process to dynamic strategic management @

_ Traditional model New model Example: continuous process for strategy development
al [ i ad L5 =
- ‘Batch’ process ‘Contlinuous’ process oo — ST
1 =
£2 ., e Y] -+ 4, SRR
“ 2 issuesfocused el TR
- Developed in h v
vertical silos "“,‘u’:;t“‘mﬂl'"" : it D s &
\ CRie R | Bepi et 4
i T e o
- PRI v &
E = BU-focused and Tied to decisions |
-1 g = i\ " y "
g3 Incremental and commitments @Gmaﬁ—funcbonai teams established to address issues,
il ' not develop static plans by BU or function
S = @Cmmissue interdependencies are carefully assessed
E E II
£ & | Rereigienens Dwotciyg o fitcr . ()Budgets and capital plans for affected units updated to
o E ! reflect resource commitments tied to decisions

2 The new approach to strategic management uses both annual and continuous
elements to support the creation of a “Living Strategic Plan” @

— : Enlerpitae-wide i sl aking
Multi-Year arid performanor me

Outlook 1 s“wt

Performanca _ Terit Assndn Cross-BU ar Functhon decision
A.mhithn | L _.... ':.m g:cklugl 4 .|T|.a1-'||'||;].-|l-rlr1 [TEleJr‘I"I:I-lil.r'.ITZ.- .rj'l-l'll.'lm.'llll"u ;

Adenh-year Muiit-year Friontized stream Focused time, in existing and new
company and BU perfommance of critfeal (ssues foruma, to dive decision-making.
performance trapectory given o close the @rnsune resource allocalion and
afrtbytion curfenl decisions performance gag mamior performance
\ ] J
Y Y
Annual processes that size the Continuous strategic management, including
performance gap and develop a decision making, resource allocation and
pricritized backlog of strategic issues performance monitering
L3
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2 Dynamic strategic management is a continuous, evergreen process focused
on making decisions to close the performance gap e

Summary of components Graphical view of components

» Performance Ambition (PA): Aspirational, five-year
company and BU profitability and growth ambition
consistent with delivering superior intrinslc value growth

t Performance
Ambition (PA)

xap

* Multi-year Outiook (MYO): Five-year company, BU, and
category (LOB) profitability and growth trajectory given
current strategy and market context ("current course and
gpeed”) — does not incorporate decisions that have not yet
been made

Performance

» Performance Gap: Identify highest-prionty issues and

H Actual
opportunities to close the performance gap and accelerate r.tr-r;r:r SR mren
intrinsic value growth ) )
Todary ;
Time

y. Leadership at Dell Technologies put in place a new, dynamic, strategic
management process — aka the “Dell Management Model"

DeLL

Technologies

= = -]
SITUATION APPROACH RESULTS

- how decisi
« Successful, simple Dell simplified and revamped it set priorities, made Sions, > Portfolio mix shifted towards

“diract” PO businsss allocated resources and monitored parfnrmnnﬂ-e

model for 20+ years
ran out of steam

+ Priontize large value, sUE——

more attractive marketis and
crealing competitive positions
across the portfolio

high urgency, or critical P =) =)

- ELT struggled to make path issues H | = - Gained market leadership
decisions at pace, " « Ofled cross-functions| | acrass the stack, including
undermining De_ll's b or cross-business . —_ B servers, siorage, virtualization/
competitive positicn, - : cloud infra, HCI, and SDS/EDN
future growth and ability . / - — "':"'_:" —
to execule Cotfnuous, dmamic S D, > Resulting in significant increasa

i wunteglo mansgement E = in financial value
- Complex portfolio with ~ 9f@anization  process el
: with strategic . == S P
:—i;:iﬂd IJSB*'F:II' fﬁ;&;;léﬁl .. " E:E;;Efd Dieciskon !—5—1 = Market capitalization
or engineenng options i rei e :

« Strateglc need for Maximize . & ! i, 450 T
simultaneous value through oS Aiamatves | E———— A $845
“tumarcund” (PC) and alternatives- * Choices & . TSR
“ransformation” based process  COMMitmEnts ;

{solutions-centnc model) = i
&
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NGXUS Q s - +2 010 50537722 | +2 010 5053 77N
TRAMING & CEVELOORMENT Madinet Masr & info@gotonexus.com & www.gotonexus.com

L] YT B



trategic
INNOVATION+

Driving Change 1o Overcome Disruption

Questions

Important takeaways
# -\"'"J:P':T ? |'ll. :_‘-..-j--‘ \\'I ':—J‘
Nl Ldd ] M A e
atoll \& A0
Virtually every The traditional To cope with
sector of the approaches increasing
economy is companies use to uncertainty,

experiencing make choices and
dramatic develop strategic
increases in plans do not
volatility and produce winning
uncertainty strategies in
today's
unpredictable age
BROUGHT TO YOU BY
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leadership must
employ new tools
and framewarks
for making
strategic choices
under extreme
uncertainty ...

M “
L e
il

204

™
... and leadership
must move from a
static strategic
planning model to
a dynamic and
continuous
strategic
management
process

Companies that
move quickly to
revise their
strategies and
strategic
management
processes will
move ahead and
stay ahead no
matter how the
future unfolds
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LEWRICK
& COMPANY

The Future of Design Thinking

Michael Lewrick, PhD, MBA

Bestselling Author - The Design Thinking Book Series
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The Future of

Design Thinking

Paradigm shift?

—————. ...
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Design Thinking for
Humanity
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Experience in applied design
thinking and innovation
management.

EARLY DAYS

The approach leads to breakthrough innovation.
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I_,\ .

New capabilities to innovate!

Design Thinking in the
21st century must blend human
and technological capabilities to

power innovation.
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Design Thinking for Humanity?
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Exponential Design 3
Thinking Thinking

@
(0] 0 Systems @
R | Thinking @
o Tar X @ Qe
.0 @ ® @
o
® (0]
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R S LEWRICK
& COMPANY

-

o+

-"ﬂ_-\‘-. l./'d_:\‘\ .
v . l\f:.f’l \1/9 “‘\\
Apply the appropriate " [gxponential
enabler technologies! / Sttt

B\ Beginat the
‘ Thinking Thinking \ beginning!
' \
| |
I

F |
. | !

Take a long-view and Systems LGllCIl | Change behaviors
GG [ and patterns!

accept complexity! \\ Thinking

e e =

“

% \ |._“h3__?:l B —

-..I

£ N
How to change the world

[

-

Become a Mindful Innovation Thinke N—

Become a Force for Engagement and Behavioral Change /

Become a Master in Ecosystems Desig ’
) |

Become a Champion of Applying Exponential Technologies
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How to learn about Design Thinking

THL
DEEIH THMKING
LIFE £

PLATEOOK

DESIGN THINKING

AND | NNOVAT | ON

METRIES . ole
1=

=24

2016 2018 2019 2021 2023
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WE CANNOT
PREDICT THE
FUTURE

Wiy

iy OUR HISTORY

Fhils

Generation | Genétation 2

Generation 5
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Prof _I.-:J._Hl'un'u[.“l '..fl MSe. MBA
WVING TO IDF'F'D'-..“'
TOMORROWLAR

Prof. UGHENT, Europe

endration 3 Generathorgy :

Generation G
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LIVING TOMORROW
MAIN THEMES

SMART HOME
QUT-OF
HOME
SMART CITIES
INOUSTRY

FUTURE MARKET INNOVATIDNS
A
PRODUCT RESEARCH
‘=
SMART
MOoBLTY
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HOME 2030+ == W

BROUGHT TO YOU BY COPYRIGHTED MATERIAL

Madinet Masr infof@gotonexus.com &7 www.gotonexus.com

L] YT

e +2 010 50537722 | +2 010 5053 771



trategc
INNOVATION+

Driving Change 1o Owercome Disruption

BROUGHT TOYOU BY COPYRIGHTED MATERIAL
s +2 010 5053 7722 | +2 010 5053 77
”...EXH-S, | *)M_;Tnmt Miasr info@gotonexus.com G www.gotonexus.com



trategic

INNOVATION+

Driving Change 1o Overcome Disruption

WHY
INNOVATION
FAILS

The 7 keys

to success

JOACHIM DE VDS

A ORGANIZATIONS LOOK FOR RISKS

INNTVA TS

@Y IN THE WRONG PLACES

T T RETL TORKTLRY

1 - I

® Financial Reporting
B Legal & Compliance

The proportion of time spent on each type Operations

_ W Strategy
42%
i Ly =i 1 AT 5k frrn ] T Hifs TR 10
Carow (R Wemrn. Wy ienewmaee Pk T m ses - fsckan S Tie - Laaess Cenp FE1T
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w ‘| believe a project like
Living Tomorrow — where
you are brainstorming
about what is possible and
you're getting people to
come in, look at it, and talk
about what this all means
— is really fantastic..
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At current rate,
75% of S&P 500
will be replaced
by 2033
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involves the

exploration of new ideas

that can produce = |
products, services, processes
or profitable business models.
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Why Where to find the leftovers?
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performance
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The value of a network
is the square of the
number of nodes
participating in the
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"Any sufficiently
advanced
technology
IS Indistinguishable
from magic."

- Arthur Clarke
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Energy
Prices
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