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PRACTICE OUTLINE

This document briefly illustrates why organizations
shall consider stress-testing their strategies before
taking them into actions and the challenges to do it

right and fast. It also showcases in brief our approach
in stress-tests.




WHAT IS MEANT BY STRESS-TESTING STRATEGIES (STS)? WHAT ARE THE CHALLENGES TO SUCH PRACTICE?

A stress test is an assessment of how a designed system functions under severe and

unexpected pressure. In a business strategy context , it helps executives with asking the right {2‘) CHALLENGE I: INEFFICIENCY

questions while validating their plans thus identify possible vulnerabilities, inefficiencies, and Although many executives are now aware of the significance of STS, the majority skip it due

weaknesses in proposed strategies that might occur once the base scenario changes. o Fhe (_:ompIeX|ty erel i faiuey sHilen e lEeeneee the_m fr_om_u5|_n_g ok_)Ject!ve s’_cro_tegy
validation methods. Therefore, the essence of our contribution is filling in this void in order

STSs vary based on two dimensions: (1) The business aspect and (2) the probability of to enhance the quality of outcome without complicating the process.

happening. The classification is illustrated in the visual below.

High Probability Moderate Probability Low Probability CHALLENGE II: SUPERFICILIATY
OPERATIONAL '
BREAK DOWN Internal — Often . L . L .
manageable with Turning the STS exercise into a procedure without understanding its essence drives
FINANCIAL DEFICIT I corrective actions many managers to carry it out carelessly and without sufficient attention to details. This

leads to misleading others and causing misunderstanding of the business situation.

UNDER-DEENVFRED Hence, a precise balance has to be set between efficiency and quality of analysis.

-
VALUE External — Often

MARKET require radical .
DISRUPTIONS I s turnaround strategies

5 CHALLENGE Ill: LACK OF ACTION
WHY IS IT SO ESSENTIAL NOW A DAYS ?

* Subjectivity is tempting. We do not know what we do not know; and that's why many

Building a solid understanding of the different variables that might impact a given
strategy is crucial but completely useless if preventive and counteractive tactics were not
put in place. The ultimate purpose of STS is refining and bullet-proofing a strategy
executives walk their companies confidently into strategic traps because of poor validation. through adjustments. Thus, knowledge without action, does not limit the vulnerability.

* Disruption is at the door. A company that does not innovate would eventually perish. Your

always at the risk of being out-innovated by your close competition. @ CHALLENGE IV: UNNECESSARY COSTS

As inefficiency and superficiality are inversely-directed challenges, strategic adjustments
(actions) might have a drawback of increasing the duration and costs of strategy

they do increase complexities which threaten your strategic intentions. execution. Hence, over- cautiousness has a costly price tag which should be avoided by
setting up preventive measures which are proportional to the foreseeable risks.

* Increasing volatility and uncertainty. As globalization and technology bring opportunities,

+ Stakeholders are becoming more demanding. Whether investors, regulators or suppliers, no

one will settle with failed strategies and mismanaged troubles.
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ASSUMPTION ANALYSIS

The whole process shall start
with defining the strategists’
core assumptions or
presumed facts that underly
a given strategy and which
drive their belief in their view
point.

Understanding these pillars
first will make the situation
analysis more focused on
addressing the major
elements rather than getting
dragged into unnecessary

details.

PROCESS

SITUATIONAL ANALYSIS

Deep identification of all
internal and external factors
within operations, resource
management, value-addition
and market disruptions that
could impact the strategy
and define its success.
Through such analysis, you
shall be able to define all
possible variances including
indirect/implicit factors and
quantify their impact in order
to assess their significance

and priority of tackling.

SCENARIO-BUILDING

Key situation variations are
bundled to construct and
simulate the most likely
scenarios. Different
modelling techniques
(including OR) are then used
to assess the likelihood and
outcome of each scenario. A
matrix is then constructed to
display the various scenarios
per each strategy variation.
Then, a decision support tool
is used in selecting the

optimal ones.

STRATEGY REFINEMENT

It is all about setting
preventive measures to avoid
or minimize the impact of the
identified negative scenarios
thus increase the strategy’s
adaptability. Such measures
include the following:
addition/elimination of less
valid tactics, control
loops/KPls, setting
contingency plans, reducing
initial investment and
decentralisation of decision-

making.

OUTPUT

Validated and

refined

strategies which
include counter-
measures.



HAL PRAXIS Innovating Management

We are on a mission to solve problems differently.

We are enthusiasts who are committed to pushing the
boundaries of management in order to help organizations
handle their challenges differently beyond traditional methods.
Our approach is based on radical rethinking of the mainstream
practices while capitalizing on technology and advancements in
other disciplines such as Al.

Through researching and designing scientifically-validated
practices in planning, control and decision making, we believe
that we can boost competitiveness and growth through tackling
inefficiencies and mismanagement.

Our pursuit to management innovation started with innovating
the traditional processes of consultancy; so, we developed In-
Cluster, workshops that offer both customised advisory and
collaborative problem solving, as well as the “Lean Engagement”
which is an approach for delivering ultra-efficient projects.

Visit www.halpraxis.com
for more information or
get in touch with us and
we will be glad to assist.

Domains of Expertise
@ Strategy Validation
To mitigate uncertainties
@ Cross Functional Integration
For seamless planning & Execution

Optimal Resource Allocation
@ To Boost Growth without Deficits
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