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Demand Driven and Strategic Planning

A	Framework	for	Strategic	
Decision-Making



The	Challenge

One	can	argue	that	making	decisions	today	is	more	
challenging	than	it	was	5	years	ago.	Why?



Making... Smart	Choices

• PrOACT Framework

1	- Problem

2	- Objectives

3	- Alternatives

4	- Consequences

5	- Trade-Offs

2	Points:
ü Focus	more	on	important issues
ü Disciplined	use	of	the	process	

will	clarify the	decisions

Source:	Smart	Choices,	Hammond,	Keeney,	Raiffa,	
Harvard	Business	School	Press,	1999





1	- Defining	the	Problem

On	the	importance	of	defining	the	right	
problem:

“A	good	solution	to	a	well-posed	
decision	problem	is	almost	always	
a	smarter	choice	than	an	excellent	
solution	to	a	poorly	posed	one.”

Smart	Choices,	page	16

Why	don’t	we	define	the	‘right’	
problem?
• Haste (hurry);
• Laziness;
• Lack	of	attention	(listening);
• Lack	of	perspective;
• Lack	of	creativity;
• Focus	on	symptoms not	causes;
• Bias...

PrOACT Framework
1	– Problem
2	– Objectives
3	– Alternatives
4	– Consequences
5	- Trade-Offs



1	- Defining	the	Problem…PrOACT Framework
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1	- Defining	the	Problem – Frame	of	Questions	

• What	do	you	need?	
• What	triggered	the	decision for	this	problem	statement?		Why	am	I	considering	it?

• Watch	out	for	problems here….

• Question	the	constraints	in	your	problem	statement (what	do	we	miss	in	our	problem?)
• These	may	be	limiting	your	alternatives to	see	everything

• What	are	the	essential	elements	that	are	components	of	our	defined problem?
• Think	of	these	as	sub-questions/mini-problems

• Understand	what	other	decisions	relate on	this	problem	decision
• Will	you	set	precedent,	will	this	trigger	other	decisions?	

• Consider	the	scope	of	your	decision of	the	problem
• Just	how	broad	or	narrow	should	your	focus	be?

• Seek	outside	perspective,	or	an	alternative	way	to	define	the	problem
• Can	be	critical	in	stretching	your	thinking,	seeing	alternative	ways	of	framing	the	problem

PrOACT Framework
1	– Problem
2	– Objectives
3	– Alternatives
4	– Consequences
5	- Trade-Offs









2	- Objectives

• Objectives	are	your	decision	criteria

• Good	objectives,	like	good	problem	definition,	make	your	analysis	much	easier

• Become	your	evaluation	criteria	for	assessing alternatives (if	we	miss	the	objective)

• Defining	the	Objectives:

• Help	determine	what	information	to	seek

• Help	you	explain	your	choice	to	others

• Help	determine	how	important	the	decision	is

• Some	ideas:
• Write	down	all	concerns	you	hope	to	address;
• Convert	your	concerns	into	succinct	objectives;

PrOACT Framework
1	– Problem
2	– Objectives
3	– Alternatives
4	– Consequences
5	- Trade-Offs

Concerns Objectives



3	– Alternatives (I)

• Can’t	pick	an	alternative	you	have	not	
considered

• Your	choice	can	be	no	better	than	the	
best	of	your	set	of	alternatives

• In	the	world	you	work	in,	there	is	a	
tendency	to	short-change	this	step

• Process	alternatives:	vote,	auction,	
standards

• Win-win	alternatives:	what	is	‘their’	
decision	problem?

• Information-gathering	alternatives:	real-
option	thinking

• Time-buying	alternatives:	real-option	
thinking

PrOACT Framework
1	– Problem
2	– Objectives
3	– Alternatives
4	– Consequences
5	- Trade-Offs

Better	alternatives:
• Use	your	objectives	– ask	how?
• Challenge	constraints:	real?	workarounds?	solution	
without	the	constraints?

• Set	high	aspirations:	open	up	possibilities
• Learn	from	experience:	look	outside
• Create	alternatives,	then	evaluate

Constraints	on	our	thinking about	alternatives:

• Do	business as	usual:	‘what	did	we	do	last	year’

• Incrementalizing:	‘tweak	the	last	campaign’

• Default	alternatives:	‘we	can	always	do	that’

• First	possible	solution:	‘meeting	over,	let’s	play	golf!’



4	– Consequences (I)

Describe	consequences	of	each	alternative	for	
each	objective:

• Step	1.	Mentally	put	yourself	in	the	
future

• Step	2.	Create	a	free-form	description	of	
the	consequences	of	the	alternative

• Step	3.	Eliminate	any	clearly	inferior	
alternatives

• Step	4.	Organize	remaining	alternatives	
into	a	consequences	table

Sometimes	we	just	interpret	information	incorrectly…	

PrOACT Framework
1	– Problem
2	– Objectives
3	– Alternatives
4	– Consequences
5	- Trade-Offs



4	– Consequences (II)

Build	a		Consequences	Table

Alternative/
Objective

Alternative	1 Alternative	2

Objective	1

Objective	2

CONSEQUENCES

PrOACT Framework
1	– Problem
2	– Objectives
3	– Alternatives
4	– Consequences
5	- Trade-Offs



Example	of Consequences to	a	Cooperative

Alternative/
Objective

Do	Nothing
New	Pricing/

Scheduling	Program

Maximize
Long-term
Profitability

Very	profitable	in	short	run.		No	capital	
investment,	max	throughput,	repairs	may	

increase	some.		More	overtime.		

No	capital	investment.		Need	
management	time	on	program	

development.		Sales	staff	need	training,	
also	time	to	sell	program.		Will	utilize	

equipment	over	longer	period.

Maintain/Enhance	Customer	
Satisfaction

Neutral	to	negative.		Some	won’t	feel	
limited	capacity.		Some	we	won’t	be	able	to	
serve,	or	won’t	be	able	to	serve	on	their	

terms.		

Relationship	builder.		Pro-active	approach.		
Difficult	to	be	flexible	without	cost,	so	
some	relationships	will	be	damaged.		

PrOACT Framework
1	– Problem
2	– Objectives
3	– Alternatives
4	– Consequences
5	- Trade-Offs



5	- Tradeoffs
PrOACT Framework
1	– Problem
2	– Objectives
3	– Alternatives
4	– Consequences
5	- Trade-Offs



5	- Tradeoffs

Making	Tradeoffs
• You	need	to	give	up	something	on	one	objective	to	achieve	more	on	another
• Decisions	with	multiple	objectives	cannot	be	resolved	by	focusing	on	any	one	
objective.
• Eliminate	alternatives	which	are	dominated	by	other	alternatives:
• If	A	is	better	than	B	on	some	objectives,	and	no	worse	on	all	others,	A	
dominates	B

• Practical	dominance	implies	that	even	if	B	is	slightly	better	on	1	or	more	
objectives,	the	improvement	offered	by	B	is	not	enough	to	offset	A’s	superiority

• Use	a	ranked	Consequences	Table	to	determine	dominance,	eliminate	
alternatives.

PrOACT Framework
1	– Problem
2	– Objectives
3	– Alternatives
4	– Consequences
5	- Trade-Offs



5	- Tradeoffs

Build	a Ranked	Tradeoffs Table

Alternative/
Objective

Alternative	1 Alternative	2

Objective	1

Objective	2

PrOACT Framework
1	– Problem
2	– Objectives
3	– Alternatives
4	– Consequences
5	- Trade-Offs



Cooperative Tradeoffs
Alternative/
Objective

Do	Nothing
New	Pricing/

Scheduling	Program

Maximize
Long-term
Profitability

Very	profitable	in	short	run.		No	
capital	investment,	max	throughput,	
repairs	may	increase	some.		More	

overtime.		

No	capital	investment.		Need	
management	time	on	program	
development.		Sales	staff	need	

training,	also	time	to	sell	program.		
Will	utilize	equipment	over	longer	

period.

Maintain/Enhance	
Customer	Satisfaction

Neutral	to	negative.		Some	won’t	
feel	limited	capacity.		Some	we	

won’t	be	able	to	serve,	or	won’t	be	
able	to	serve	on	their	terms.		

Relationship	builder.		Pro-active	
approach.		Difficult	to	be	flexible	

without	cost,	so	some	relationships	
will	be	damaged.		

1.

2.

2.

2.

PrOACT Framework
1	– Problem
2	– Objectives
3	– Alternatives
4	– Consequences
5	- Trade-Offs



Contributions	of	The	Strategy	Paradox
Michael	Raynor

“Strategies	with	the	greatest	possibility	
of	success	also	have	the	greatest	
possibility	of	failure”

• Causes:
• Collision	of	commitment	and	
uncertainty...
• Complete adaptation	is	
impossible...
• Accurate	prediction	of	future	is	
impossible...

Possible	Solutions:
• Uncertainty	– consider	uncertainty	and	
exercise
• Strategic	Flexibility	– identifying	the	
relevant	strategic	unknowns	and	
devoting	resources	to	creating	options	
to	overcome	them



Increasing	Strategic	Flexibility

1	- Anticipate
• Identify	drivers	of	change
• Define	the	range	of	possible	
futures
• Determine	which	are	truly
plausible

2	- Formulate
• Develop	an	optimal	
strategy	for	each	scenario
• Compare	optimal	
strategies	to	define	“core”	
and	“contingent”	elements

3	- Accumulate
• Commit	to	the	core	
elements
• Take	options	on	the	
contingent	elements

4	- Operate
• Monitor	the	environment
• Determine	which	optimal	
strategy	is	most	appropriate
• Exercise	relevant	options
• Combine	with	core	elements

Source:	Strategy	Paradox	– Michael	Raynor



1	- Anticipate

• Risks as function	of	
the	unpredictability	
of	the	future

• Can	bound	the	
range	of	possible	
futures	with	
scenarios:	
“possibility	space”.

2	- Formulate

• Determine	a	strategy	for	each
scenario

• Decompose	each	strategy	into:

• Constituent	elements:	
technologies,	capabilities,	or	
other	assets

• Core	elements:	elements	
common	to	many	optimal	
strategies

• Contingent	elements:	
common	to	a	few	optimal	
strategies	or	unique	to	one	
strategy.

3	-Accumulate

• Pursue	core	elements,	
since	they	don’t	have	any	
strategic	risk	– they	are	
common	to	all	scenarios

• Develop	portfolio	of	
options	to	cover	the	
contingent	elements	– We	
will	need	and	they	are	
appropriate	only	under	
some	(unknown)	
conditions.

Close	monitoring	of	the	
environment	to	determine:

• The	scenario	the	most	
representative	of	the	
future,	then…

• The	most	appropriate	
strategy,	then…

• The	required	contingent	
elements,	then…

• The	options	to	exercise	and	
the	ones	to	abandon.

4	- Operate

Source:	Strategy	Paradox	– Michael	Raynor

Increasing	Strategic	Flexibility



Tools	on	How	to	Increase	Strategic	Flexibility

1	- Anticipate
• External	analysis
• Scenario	Analysis
• Market	Scan
• Risks	classificating;
•PEST	analysis

2	- Formulate
• Decision	Tree	
• Payoff	Matrices
• Options	Analysis

3- Accumulate
• Make	Necessary	
Commitments
• Pursue	Options	that	
Reduce	Uncertainty

4	- Operate
• Psychological	Traps
• Decision	Triggers

Source:	Strategy	Paradox	– Michael	Raynor
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