NOTICEABLY DIFFERENT

"# $ Y&H&

[.arsenAllen

LLP
CPAs, Consultants & Advisors

nAllen LLP

©2010 Larso




e Describe scenario planning

— How it differs from budgeting and other types of
planning

— How It can benefit a museum
— How to use it

* Questions and open discussion
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* To increase our chances of success In
carrying out our mission, achieving our
vision

* To ensure our work remains compelling and
relevant in our communities

* To reduce risk and limit our opportunities for
running into obstacles

We equate managerial competence with “knowing,”
and assume that decisions depend on facts about
the present and about the future. The reality Is, of

course, that we have no facts about the future.
lan Wilson, Wolf Enterprises
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To help organizations develop resilient strategies
for operating in a wide range of possible
future business conditions

“A structured process of thinking about and anticipating the
unknown future, without pretense of being able to
predict the future or being able to influence the

environment in a major way.”
- Daniel Erasmus
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e A process that requires planners to—

— acknowledge the power and influence of external
variables,

— admit that we can’t predict how these variables will behave
In the future,

— entertain the possibility of multiple futures, and

— decide in advance how we will respond if those futures
materialize.

* First used by the military and large international companies to
develop and test business strategies.

* Allows organizations to develop flexible long-term plans
and strategies.
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Budgeting uses one Scenario planning generates
agreed-upon version several versions of the
of the future future and plays out the
Impact on the organization

Budgets and Scenario plans imagine
Income/expense possible combinations of
projections use external circumstances
historical trends to that play out in various
predict future years’ futures
results
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Contingency plans Scenario plans prepare the

prepare the organization  grganization to respond to
to respond to changes In |arge-scale changes in
a limited number of external environment

Income/expense drivers

Sensitivity analysis Scenario plans think through
changes one variable at complex relationships
a time among external events

and internal variables
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We know the havoc that external changes can
create for our institutions! Scenario planning—

e Brings environmental uncertainties into the
planning process

« Acknowledges and describes the potential
Impact of these events on the museum

 Prompts leaders to formulate responses to these
events...

So that the museum Is prepared to react
quickly and strategically when changes
materialize
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1. Things we believe we know
something about

Deal with them by “casting the past
forward”

2. Things we consider
unknowable or too difficult to
predict

Deal with them by crossing our
fingers and toes....?
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o Attendance patterns — seasonality, impact

of blockbuster exhibits
« Demographic changes
 Enrollment in nearby schools
e School budgets for field trips

 How attendance responds to changes
disposable income

 Competing venues

o Utility costs
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 Real estate crashes and banking crises

e Trade deficit that triggers recession and
unemployment; fluctuations in disposable
Income

e Impact of major changes in foundation
assets

e Changes in grant maker priorities
e Impact of changes in elected officials

e Impact of changes in education policy
and funding
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Blend the known and
the unknown into a
limited number of
Internally consistent
views of the future
that span a very ride
range of possibilities.

Many factors combine in
complex ways to
create sometimes
surprising futures




1. Designate a planning team

2. Agree on environmental factors that have
potential to iImpact your organization

3. Analyze current conditions related to those
factors

4. Develop scenarios with various combinations of
external changes

5. Articulate the potential impacts on your
museum

6. Develop strategies for responding to each
scenario




Include -

e A range of perspectives, viewpoints and
functional expertise

* A mix that brings both imagination and
practicality to the team

« Community experts or stakeholders who can
Inform the group about external factors




What external factors drive your museum’s —

e Attendance

Membership

School program participation

Contributed income
Foundations
Individuals
Corporations

Government funding

Special event participation
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e Gather trend information for the drivers

o Gather information about potentially big shifts in
society, economics, demographics, technology,
politics

 Where possible, demonstrate how trends align
with museum results




|+

Develop several rough scenarios with varying
combinations of external changes

* In brainstorming mode, bring key drivers together into
viable frameworks that describe the museum’s
environment 10 years from now

* Use plenty of imaginative stimulus

e Try to choose some uncomfortable combinations of
social developments

e The purpose is to set boundaries around the
uncertainties and limits on the museum’s plausible
futures
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* Debrief and discuss scenarios with the full group

 Narrow down to 2 or 3 scenarios and develop
them in more detall; build stories out of the titles

or headlines




For each of the 2 — 3 scenarios, list potential
positive and negative impacts

 Work out more detailed impact scenarios

« |dentify early warning signals and suggest how
to monitor for them
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Discussion question:

For the scenarios suggested below, what are
some potential impacts, and what kinds of
changes might your museum consider?

— “The new economy — back to the thirties”

— “Kinder, gentler nation supports early childhood
education”

— “Technology-obsessed xenophobia in our state”
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Do the scenarios indicate the museum would have
to fundamentally change —

— Its mission?
— Its role in the community?
— The people it serves?

— The ways it generates earned income and obtains
philanthropic funds?

If so, how and in what ways would your
museum change?
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The response —

 aligns with mission and desired results for the long-
term

e thinks through the impact on all parts of the
organization

» takes account of current capacity in all areas

* |looks for ways to take advantage of opportunities and
get ahead of challenges




|t establishes a planning process that anticipates
change and helps the organization prepare for change.

|t can reframe perceptions and preserve uncertainty
about the future without demoralizing or disempowering
staff

e |t's atool for collective, participative learning about key
drivers and how they impact your museum

e |t can help staff across departments and levels
participate in and learn about strategy formation and
why that’s important

Adapted from The Nonprofit Dashboard by Lawrence M. Butler




Questions, Further Discussion
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