~ A Service of
’. b Leibniz-Informationszentrum

.j B I l I Wirtschaft
) o o o Leibniz Information Centre
Make YOUT PUbllCCltlonS VZSlble. h for Economics ' '

Manke, Birte Karoline; Lehmann, Tobias Alexander; Katz, Michael

Article

Applied Strategic Foresight - Learnings from Trend
Transfer at SIX

Marketing Review St.Gallen

Provided in Cooperation with:
Universitat St. Gallen, Institut fir Marketing und Customer Insight

Suggested Citation: Manke, Birte Karoline; Lehmann, Tobias Alexander; Katz, Michael (2020) : Applied
Strategic Foresight - Learnings from Trend Transfer at SIX, Marketing Review St.Gallen, ISSN
1865-7516, Thexis Verlag, St.Gallen, Vol. 37, Iss. 3, pp. 48-55

This Version is available at:
https://hdl.handle.net/10419/276089

Standard-Nutzungsbedingungen: Terms of use:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen Documents in EconStor may be saved and copied for your personal
Zwecken und zum Privatgebrauch gespeichert und kopiert werden. and scholarly purposes.

Sie durfen die Dokumente nicht fiir 6ffentliche oder kommerzielle You are not to copy documents for public or commercial purposes, to
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich exhibit the documents publicly, to make them publicly available on the
machen, vertreiben oder anderweitig nutzen. internet, or to distribute or otherwise use the documents in public.
Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen If the documents have been made available under an Open Content
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten, Licence (especially Creative Commons Licences), you may exercise
gelten abweichend von diesen Nutzungsbedingungen die in der dort further usage rights as specified in the indicated licence.

genannten Lizenz gewahrten Nutzungsrechte.

Mitglied der

WWW.ECONSTOR.EU é@“}


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/276089
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

Marketingzeitschrift flir Theorie & Praxis

Marketing Review
t. GaIIeng S

32020 SCHWERPUNKT Customer Foresight in B2B Markets ¢ Localization of the Customer Foresight Territory ©
Business Forecast 4.0 * Trend Receiver Approach ¢ Customer Foresight in Practice ¢ Scenario Building Methods

for Trend Translation INSIGHTS Oracle - Winning the Ultimate Treasure - Through Foresight Methods

SPEKTRUM Premiumization as a Strategy in Competitve Markets ¢ Product Category Priming in the Case of Chocolate

www.marketing-review.ch

l.-

. A

S|ght :_.

C“" - -‘ :
taﬂ ‘4"' ey L
P

. ¢ ; )

% “From insight
'A Universitat St.Gallen to impact” ’)



Schwerpunkt Applications of Customer Foresight Research

Applied Strategic
Foresight — Learnings from
Trend Transfer at SIX

How to translate trends into action? Trend research yields important insights into
the future development of markets. Translating possible trends into implementable
use cases at different levels of the organization is, however, far from trivial. Based
on a case study of SIX, one of the biggest financial service providers in Switzerland,
we propose a scenario building method that we called “Pictures of the Future” to
start the trend translation process.

Birte Karoline Manke, Dr. Tobias Lehmann, Michael Katz
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s the financial sector is increasingly confronted with

profound changes, uncertainty, and instability, it is

no wonder that a desire for a better understanding of
the future arises. Scenario planning is one strategic response
to this desire (Amer, Daim, & Jetter, 2013; Malaska, Malmi-
virta, Meristd, & Hansén, 1984; Rigby & Bilodeau, 2007). In
recent years, scenario planning approaches have gained sig-
nificance (Bradfield, Wright, Burt, Cairns, & Van Der Heij-
den, 2005; Varum & Melo, 2010), mostly due to increasing
uncertainty (Oliver & Parrett, 2018; Walton, O’Kane, & Ru-
whiu, 2019). A relevant precondition for scenario planning
is scenario building. Scenario building entails envisioning
possible futures and future outcomes under different circum-
stances (Schwartz, 1996). The scenarios which are created
“(...) resemble a set of stories built around carefully construc-
ted plots. Such stories can express multiple perspectives on
complex events, with the scenarios themselves giving me-
aning to these events“ (Mietzner & Reger, 2005). The visions
developed in the scenarios are then used for strategic decis-
ion making.

As such, scenarios are a crucial foundation for foresight.
How to develop scenarios that help gain a better understan-
ding of potential futures? We will try to answer this question
with a case study provided by SIX.

Background on SIX Case Study

SIX is a provider and developer of infrastructural services
for the financial market in Switzerland. SIX operates the
Swiss stock exchange and provides payment services and
financial information. To respond to the market’s volatility,
SIX put a special emphasis on innovation and digitalization
by building a new business unit in 2018. Within this business
unit, a scenario building technique was used that will be
described in the following. Scenarios may impact an
organization’s understanding of future challenges, inform
their decision-making (Van der Duin & Den Hartigh, 2009),
and benefit the organization’s communication. The present
article describes how all this was played out at SIX.

Although the development of scenarios requires a lot of
creativity, the process follows identifiable structures. Thus,
the team started by defining a scope and building a database;
it went on to project the factors collected in the database into
the future, forming scenarios by combining these projec-
tions; and finally, it proposed possible strategic options
(Mietzner & Reger, 2005; Phelps, Chan, & Kapsalis, 2001).
Figure 1 illustrates the various steps, which will be described
in detail below.
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Step 1: Focusing On Customer Centricity
Choosing the Right Team

Scenario planning requires the participation of a variety of
people — experts, strategists, managers — to develop alterna-
tive representations of the future (Roubelat, 2000). The “Pic-
tures of the Future” (PoF) team of the newly created innova-
tion business unit consisted partly of experts and specialists
from the specific business unit the future scenarios were to
be developed for. The other half of the team members were
recruited for their particular mindset: being comfortable to
work with ideas on a very abstract level, being able to cope
with ambiguity and uncertainty, and having a holistic ap-
proach towards innovation. These individuals brought in a
broader perspective and the ability to quickly gain an under-
standing of a foreign field. In environments that are very
complex and challenging, like the foresight field, generalists,
in particular, can unfold their unique skillset (Epstein, 2019).

Defining a Scope

Involving experts from the respective business units was cen-
tral. When the trend scouting process at SIX started, the busi-
ness units they approached were sceptical about the PoF
team’s ability to understand their fields. Therefore, a big part
of the trend transfer initiative was the integration of stakehol-
ders as a way to build trust in the method and the results it
might produce. To ensure relevance of the insights, the team
started by approaching key decision-makers (those with a
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Fig. 1: Benefits and Relevant Project Steps of SIX’s Scenario Building Approach
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RELEVANCE STATE OF THINKING
FOCUS ON BUILD A DATABASE
CUSTOMER-CENTRICITY OF FACTORS
STEP1 STEP 2

Choosing the right team Collecting cues

Defining the right scope Reflecting & changing thinking frames

MAKE THE FUTURES IMPROVE
VISIBLE AND EXPERIENTIAL DECISION-MAKING

GET FROM FACTORS
TO SCENARIOS

DERIVE AND DISCUSS
STRATEGIC OPTIONS

STEP 3 STEP 4
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NEW INNOVATION

INITIATIVES

Building valid scenarios

Source: Own illustration.

strong influence on SIX’s strategy) with one question: ”Assu-
me there exists an actual oracle who can tell the future.
Which three questions about the future of the system under
analysis (scope) in 10 years’ time would you ask him/her?”
The team then clustered the questions and selected 1015 fo-
cal questions which the future scenarios would have to
answer at the very least in order to be customer-centric. Ad-
ditionally, these in-depth interviews with key decision-ma-
kers gave the team an indication of possible blind spots — de-
velopments decision-makers may be disregarding (e.g. due to
confirmation bias) — which the team would also need to
address in their future scenarios.

After identifying these focal questions, the team made
an effort to define the value that the respective business unit
(or, more generally, the ‘scope under analysis’) creates for
their customers at an abstract level. Reflecting on a value
proposition within today’s structures, concepts and vocabu-
lary may hinder innovative thinking. Therefore, the team
adapted the mental model of “jobs to be done” proposed by
Clayton Christensen as an approach for the field of innova-
tion (Christensen, 2016). SIX’s approach focused on the
high-level jobs that customers or society hires a business to
do when they opt for a particular product.

In the most recent white paper of SIX (2019a), they ap-
plied this approach, for example, to understand the value
propositions of “money” and the “money infrastructure” at
an abstract level. They identified three distinct ways in
which money creates value for people and society, i.e. by
serving as a store of value, a medium of exchange, and a unit
of account, while the money infrastructure facilitates the
exchange of value and protects and secures money.

Step 2: Building a Database of Factors
Collecting Cues

The scenario building process started with brainstorming on
cues or “factors”. Cues are reference points or markers used
to link ideas to them, base decisions on, and assess plausibi-
lity (Colville, Brown, & Pye, 2012; Walton et al., 2019; Weick,
1995). The team defined factors as real-world elements whose
variability is responsible for (part of) the variability of the

Management Summary

1. SIX established and developed a scenario building
method called “Pictures of the Future”. They have
so far written several white papers exploring the
future regarding different facets of the financial
service industry.

2. As part of the scenario building process,
they first defined the scope of analysis at an
abstract level using ‘jobs to be done’. Then they
identified relevant factors that may impact the
future of the abstractly defined scope, projected
potential developments of the factors, and derived
future scenarios with different likelihoods.

3. Despite being very time consuming, this method
may help being prepared for future developments,
opening up the discussion about strategic direc-
tions and strategic decisions.

Marketing Review St. Gallen 32020



scope. The team strived to include a broad set of factors from
social and cultural trends to technological advancements or
changes in the economic, environmental and political sphere.
The team collected factors for future developments, potential
catalysts, drivers of change, developments, and trends overall
(SIX, 2019a, 2019b). Based on their collection of cues, they
decided which of the factors were likely to have the most si-
gnificant impact on the scope of their analysis.

This first step in the scenario building process allows to
consciously and critically reflect on assumptions about the fu-

"We do not claim to foresee
the future. We look at frends and
developments and want to create,

in the first step, problem conscious-
ness instead of solutions.”

MICHAEL KATZ, Senior Innovation Developer &
Innovation Field Lead at SIX

ture (Ratcliffe, 2002). Being aware of underlying assumptions
will increase the transparency and objectivity in the decision-
making process (SIX, 2019b). Also, this process minimizes the
risk of surprises as organizations can more easily identify sig-
nals of change (Fahey & Randall, 1997; Mietzner & Reger,
2005). Later on, cues will be more easily detected and accepted

Fig. 2: Exemplary Sensemaking in the Scenario Building Process Regarding the “Future of Money”

Schwerpunkt Applications of Customer Foresight Research

once they occur in reality. In sum, the creation of a plausible
scenario through a sensemaking process requires the extrac-
tion of ‘cues’ from the environment and their interpretation
based on salient ‘frames’ (Maitlis & Sonenshein, 2010).

Reflecting and Changing Thinking Frames

In ambiguous or confusing situations, people try to gain under-
standing through systematic processes often referred to as ‘sen-
semaking’ (Chermack, 2004; Colville et al., 2012; Maitlis &
Sonenshein, 2010; Ramirez & Selin, 2014; Tapinos & Pyper,
2018; Walton, et al., 2019; Weick, 1995). The sensemaking pro-
cess in the foresight field can be summarized as “the creation
of meaningful connections through the combination of extrac-
ted cues with frames of reference in order to enable interpreta-
tion and sense attribution” (Schwarz, Kroehl, & von der Gracht,
2014, p. 68). Based on their frames of reference that entail a
collection of tacit knowledge, individuals extract, interpret, and
use cues from their environment (Brown, Colville, & Pye,
2015; Day & Schoemaker, 2004; Gioia, 1986; Ilmola & Kuusi,
2006; Weick, 1995). Participants often frame and make sense
of a new scenario based on their past experiences (Colville et
al., 2012; Czarniawska, 2006; Gephart, Topal, & Zhang, 2011).
This strong referral to the past needs to be overcome for people
to be open for innovative and new ideas. To challenge existing
frames and to identify relevant cues that may not be obvious,
the team aimed for maximum heterogeneity of the information
they obtained through desk research but also by including third

‘ SCENARIO

‘ STAKEHOLDERS ‘ ‘ CUES ‘ PROJECTIONS ‘
Banks, EANIENE il Economic trends Interoperability
eg. PR Digital assets & payment means of payment means

Political Developments
Data sovereignty/control & openness

IT Experts, E:! r,
eg.

LAfter yet another coffee, Felix offers
to pay for him and his friend and asks
his digital assistant to pay the bill.

Consumer choice
in regard to data

FRAMES
FRAMES

Payment provider, Wierldline
eg. :

Technological trends ||
Advanced analytics

He is informed that he can pay part of
it with the data they both produced in
the restaurant, and that he can get an
iti discount if he tweets about

Ability to analyze
consumer data

Fintech Think Tanks, e
og. £y et

assistant to do both and mention that
the pizza was fantastic.*

S A N

‘ the restaurant. Felix tells his digital

Source: Own representation partly based on SIX (2019). Picture of the Future - Future of Money, p.19/20.
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party inputs from trend scouting firms (CB Insights, Gartner).
Previous research provides evidence that integrating distant
knowledge from different domains may result in more novel
and innovative outcomes than purely focusing on the own do-
main (Fleming & Sorenson, 2004; Hacklin & Wallin, 2013;
Katila & Ahuja, 2002; Rodan & Galunic, 2004).

Figure 2 illustrates the sensemaking process in the “Fu-
ture of Money” team’s scenario building process.

Step 3: Getting From Factors to Scenarios
Concretizing Abstract Trends

While building the database, it was important to start at a broad
level and include many different perspectives but then to nar-
row the focus and become very concrete on what certain deve-
lopments might mean for the scope under analysis and, in the
end, the business unit. The various levels of abstractions rele-
vant for each project stage are illustrated in figure 3. Regar-
ding, for example, the “Future of Money” (SIX, 2019a), the
team asked what it would mean for the ‘money infrastructure’
if the number of ‘digitally represented rights to assets’ explo-
ded. In the most likely scenario, they projected that this would
result in a growth of ‘payments with nonmonetary (digital)
assets’, possibly displacing money as the ‘medium of ex-
change’. For this scope of analysis, the team aimed at develo-
ping future scenarios with a horizon of 5-7 years. In the end,
the team selected up to six scenarios based on what they belie-
ved to be scenarios “most helpful for strategic decision-makers

Main Propositions

1.

The goal of this foresight method is to map the future problem
space on a particular topic.

. Remaining customer centric in the B2B sector with regard to

foresight means identifying the most pressing questions of your
customers (e.g. target group of the insights), then producing
relevant insights around their customers and communicating the
insights effectively.

. One of the key challenges of the process is the ability to holisti-

cally understand the field under study, to take key insights to a
meta-level and play them back for strategic decision making.

. Foresight work is never “finished”. Using an iterative approach and

encouraging feedback on the formulated scenarios enhances their
quality.

setting the strategic direction for the future” (SIX, 2019a, p. 7).
The selection was based on empirically informed beliefs (SIX,
2019b). Taking into consideration the plausibility of a specific
scenario (Bradfield et al., 2005; Burt, 2007; De Brabandere &
Iny, 2010; Godet, 2000; Schoemaker, 1993; Wilson, 1998), four
types of scenarios were distinguished: the most likely scenario,
the medium-likelihood scenarios, the low and medium-likeli-
hood scenarios, and the low-likelihood, high-impact scenarios.

Building Valid Scenarios

The team selected scenarios that challenged existing, stron-
gly held (unconscious) beliefs or wisdoms about the future
(Wilson, 1998) or required a completely new mental frame-
work by giving a new outlook and original perspective on
issues (Van der Heijden, 1996). At times, more extreme
scenarios (e.g. ‘Bitcoin is the dominant payment method’)
were chosen because they entailed several, less extreme
scenarios (e.g. ‘a large majority has switched to Bitcoin”).
While building the scenarios, the team wanted to make
sure that the underlying assumptions of each scenario were
internally consistent (Bradfield et al., 2005; Burt, 2007; Foster,
1993; Schoemaker, 1993; Van der Heijden, 1996; Wilson,
1998) and had a sound logical underpinning (Bradfield et al.,
2005; De Brabandere & Iny, 2010). To spot potential inconsis-
tencies, the scenarios were fleshed out, describing their inter-
nal functioning and underlying assumptions in detail. Each
scenario is written in the present perfect tense to help readers
immerse themselves by conveying the feeling that the scena-
rio has actually occurred. The most likely scenario is descri-

Lessons Learned

1. If you plan on implementing this foresight approach,
assemble a diverse team consisting of experts in the
field and generalists with very fluid thinking abilities.

2. Make sure to allocate enough resources and do not
underestimate the commitment needed for the
project (especially regarding personnel and time).

3. Involvement and support of senior management is
key for the success and acceptance of the foresight
approach.

4. Effective and understandable communication of the
foresight approach’s outcomes is a crucial factor for
deriving actionable insights.

Marketing Review St. Gallen 3]2020
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Figure 3: Abstraction Within the Project Process

What forces will drive
future change?

LEVEL OF ABSTRACTION

What are the questions
we need answers to?

How will the jobs be
done in the future?

How can we (still)
deliver value?

Factor Projections’  Scenarios and Strategic Options

PROJECT STAGES

Source: Own illustration.

bed in a lot of detail, while the other scenarios are only descri-
bed insofar as they diverge from the most likely scenario. This
approach prevents duplication and allows readers to see the
key characteristics and distinctions of alternative scenarios
but requires the alternative scenarios to be read together with
the most likely scenario. Putting elements together in a cohe-
rent, comprehensive, and plausible manner makes them easier
to comprehend (Mietzner & Reger, 2005) and also allows
them to be challenged by other key players from the financial
and adjacent industries (i.e., banks, insurance companies, pay-
ment providers, IT experts and Fintech Think Tanks).
Publishing the scenarios opens up the discussion and en-
courages readers to provide (divergent) feedback. But this was
not the only strategy employed to further validate the scenari-
o0s (Chermack, Lynham, & Ruona, 2001): The team also ap-
plied war gaming (e.g., “How would you destroy incumbent
players in the industry?”), greenfield designing (e.g., “If you
could design the perfect infrastructure/product/service, what
would it look like?” “What would Steve Jobs have done?”),
tipping-point crossing and what-if questioning (e.g., “What if
a long-term development finally accelerates? E.g., quantum
computing has been talked about for 30 years, but what if ...”),
30-year-horizon backward thinking (e.g., “What will it look
like in 30 years?” “What cues will exist in 5-10 years’ time?),
and black-swan scouting (e.g., “What are very low-probability
events that everyone is underestimating? That no one is tal-

Marketing Review St. Gallen 32020

"The prime challenge in working with possible

trends is that insights often remain too
generic, general, and isolated. The insights

are not ‘workable’ at that level. The real ad-

ded value of our foresight process lies in
combining and concretizing these possible
developments in order to help people
immerse themselves into possible futures.”

DR. TOBIAS LEHMANN, Future Scenarios Lead, SIX

king about, or simply disregarding?” For some people a ‘do-
minance of permissionless distributed ledgers’ is such a black
swan, a ‘virus going pandemic’ may be the most recent one).

Step 4: Deriving and Discussing
Customer-Centric Strategic Options

By building scenarios, organizations develop a joint under-
standing and vocabulary for talking about potential futures
(Ratcliffe, 2002; Van der Heijden, 1996). Opening up the field
for discussion was indeed one of the main goals in establi-
shing and developing the PoF concept within SIX (Lehmann,
2019). Portraying these otherwise very complex ideas in the
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PoF format breaks down change into understandable narrati-
ves (Pennington & Hastie, 1992; Schoemaker, 1993). Easier
understanding allows an integration of different groups into
the discussion. For their latest paper, the PoF team also pre-
sented their results in the format of human-centric stories to
make the changes even more tangible (SIX, 2019a).

Scenarios can inform decision-makers and influence their
decision-making (Vecchiato, 2012) by adding new aspects, re-
framing existing decisions or offering more or new context for
a decision as well as offering a testing ground for new ideas
(Fahey & Randall, 1997). In line with that, a direct link has
been found between scenario planning approaches and innova-
tion (Sarpong & Maclean, 2011; Worthington, Collins, & Hitt,
2009). A reason for that may be that scenario planning prepares
decision-makers for new developments. Discontinuities and
surprises can be anticipated, and their effects can be thorough-
ly considered. Decision-makers are challenged to think the
unthinkable and be open to signals that may hint at their worst
dreams becoming reality (Mietzner & Reger, 2005).

The Limits of Working With Scenarios

Despite offering many benefits, there are downsides to the
method. The practice of building scenarios is overall time
consuming (Mietzner & Reger, 2005). From their experi-
ence, the SIX team plans 6—9 months for one full iteration
process depending on how many people are working full-
time on the project. During that period one white paper is
worked out. It is important to have at least one person wor-
king full-time on the scenarios, while the others are respon-
sible for sharing the insights.

The scenarios are only as good as the inputs they are
based on. Hence, there has to be a strong focus on selecting
suitable participants and experts (Mietzner & Reger, 2005).
Moreover, the experts need to share workable knowledge and
exclude answers that may be too creative and lack grounding
in (organizational) reality (MacKay & McKiernan, 2010).
Additionally, once the work has started, reading (and undis-
turbed writing) time will become scarce. This is also a big
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struggle the SIX team faced. They benefited from the fact
that most of the intensive reading had been done prior to the
project start. Therefore, assembling a new team (or ex-
changing at least part of the existing team) for each iteration
or PoF project may prove helpful when it comes to gaining
new perspectives and insights.

Overall, building scenarios is a very complex and deman-
ding process. It is essential that the team gains a deep under-
standing of the field they are working in (Mietzner & Reger,
2005). This requires a lot of time spent acquainting oneself
with the field, and support from senior management is a pre-
requisite for any such project. It may be difficult, however, to
criticize and challenge core beliefs held by senior management
while at the same time trying to ensure their acceptance. This
may lead to situations in which important aspects of the
organization’s current thinking and decision-making mode
are not evaluated (MacKay & McKiernan, 2010).

Another challenge is the employees’ willingness to de-

Schwerpunkt Applications of Customer Foresight Research

and in particular scenarios of low probability. But experience
shows that even low-probability scenarios may quickly be-
come relevant. For example, the SIX team explored, as one
low-probability future scenario, a world without cash, only
months before the corona crisis caused the use of cash to
decline dramatically.

Previously, the distinct thinking style necessary for
scenario building has been portrayed as beneficial for an or-
ganization. But employees who start to like this kind of crea-
tive work may become dissatisfied with their previous, usu-
ally less creative jobs, leading to lower performance, frust-
ration and stress after their return. Or employees may percei-
ve the developed scenarios as too distant, too creative and
too far in the future. They may even end up rejecting the
methodology and its results (MacKay & McKiernan, 2010).

Despite its downsides, however, the “Pictures of the Fu-
ture” method has great potential as a foresight methodology
since it not only helps companies gain valuable insights but

dicate resources to their engagement with the final scenarios
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