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Strategy
under uncertainty

Hugh G. Courtney, Jane Kirkiand, and S. Patrick Viguerie

The traditional approach to strategy requires precise pradictions
and thus often leads executives to underestimate uncertai hi
can be dc\-‘*mgl' dangerous. A four-level framawork can help.

At the heart of the traditional approach to strategy lies the
assumption that executives, by applying a set of powerful analytic
tools, can predict the future of any business accurately enough to choose

a clear strategic direction for it. The process often involves underesti-
mating uncertainty in order to lay out a vision of future events suffi-
ucm]) precise to be captured in a discounted-cash-flow (DCF) analysis.
When the future is truly uncertain, this approach is at best marginally
helpful and at worst downright dangerous: underestimating uncertainty
can lead to strategies that neither defend a company against the threats
nor take advantage of the opportunities that higher levels of uncertainty

provide. Another danger lies at the other extreme: if managers can't find
a strategy that works under traditional analysis, they may abandon the
analytical rigor of their planning process altogether and base their decisions
on gut instinct.

Many Ideas, Applications, and Demonstrated Results
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Ul e Prepare for the “Unexpected”
Thinking in Black

Black Swans

A black swan event is unexpected and therefore difficult to
prepare for ... but is often rationalized with the benefit of
hindsight as having been unavoidable (there are always signs,
indications, and early warning signals).

Term was coined by Nassim Nicholas Taleb in 2001

Example: Russia’s overt military buildup in 2021, then proceeding
to a full-scale invasion of Ukraine in 2022.
Note: People forget the conflict started in 2014.

Others stem from the usual suspects:
= Severe economic/social events (tariffs, energy, famine, etc.)
= Political upheaval (coup d’etat, swing elections, etc.)
» Natural disasters (storm, earthquake, eruptions, etc.)

Past or Ongoing Industry Events

While black swans are “inherently unpredictable,” it is critical for = Stablecoin >Affect Payment Networks > Loss of Membership

: : : : : = Artificial Intelligence - Loss of Membership > Staff Cuts
Ieadgrs to imagine and ant|C|p_ate as wide a range of scenarios as - Executive Orders (USAID, CDFI, Climate $8) >Go out of business
possible. Only t_hen can organ_lzatlo_ns develop sound planning - Is NCUA Independence Next?
processes and immediate action-oriented responses. -- What else?

Are These Really Unexpected?

Has Anyone Heard of a “White” Black Swan?
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Gray Rhinos
Unlike the unpredictable nature of black swan events, gray rhino
events are probable events that carry enormous impact.

“Define Extreme but Probable Scenarios”
Mankins and Gottfredson, 2022

We can see these risks out there in the distance, but we don’t
clearly perceive their full dimensions.

.- T —_g— e

“... obvious, visible, coming right at you, with large potential
impact and highly probable consequences.”

Michele Wucker, 2012 (Greek Financial Crisis)

Organizations must anticipate these events AND ensure they
have a framework in place to avoid or minimize the damage when

a gray rhino makes its charge. Learn to deal with uncertainty! 114 ¥ 1
Four Levels of Uncertainty Past or Ongoing Industry Events
Courtney, Kirkland, and Viguerie, 1997 = CUNA/NAFCU Merger = Single Industry Voice vs. Variety of Interests
) i . ) = Overseas Military Bank > Hostile “Insider” Reactions vs. Mbr Interests
Keep in mind, gray rhinos may also stampede as a group, which = Preserving the Industry’s Tax-Exemption = Keep Quiet vs. Take Action
is appropriately termed as a “crash” of rhinos. Smart leaders and " Legislative (CCCA, CRA, 10% CC cap, tax bank acquisitions)
organizations will anticipate these events as well. - e ety Cemseliek e Several Opportunities Here

What About The Elephant(s) in the Room?
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Anticipate, Plan, and Execute
Slide from DCUC’s October 2023 Planning Session

Before We Begin — Ask: What Could Happen?

Magazine
Article

Harvard ‘ r ‘

Strategy-Making in
Turbulent Times

by Michael Mankins and Mark Gottfredson

i Define Extreme but Plausible Scenarios

|dentify Strategic Hedges
and Options

Run Experiments Before
Locking in Investment

|dentify Trigger Poinfs,
Signposts, and Metrics

i
5 t Provide Prescriptive
t Surveillance

Loss of AFFN Revenue + Inflation

More Industry Consolidation / New CEOs
America’s Credit Unions becomes a Threat
Who Speaks for Military and Veterans?

Find Alternative Revenues

(e.g., dues, investments, referral income)
Focus on Advocacy (Differentiation)
Merge/Create a Larger Organization

Focus on Active Members who attend our
conferences (don’t chase ... create interest)
Focus Marketing / Brand Awareness
Deepen Existing Partnership Agreements

Dues (# of Active and Affiliate members)
Conference Attendance & Sponsor Interest
... Financial Results (lagging indicators)

# Articles, Interviews/Webcasts, Speaking

Focus on Future: “What do we need to do
next?” vs. Past: “How did it go?”

Understand root causes and have contingency
plans ready — Adapt early-on

Keep all this in mind as we proceed with our planning session steps
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DCUC Strategic Design

Mission: To champion the interests of credit unions serving our military and veteran communities
Vision: DCUC is the trusted source for credit unions on all military and veteran matters

Desired

Lines of Effort

Membership (Dues Paying Member)

Conditions

Advocacy (Initiatives and Results)
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Finance (Revenue and Expenses)
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Staffing and Task Management
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Conferences and Events > EHE}E'_)_G_
Strategic Alliances > E ;@ )_@_
Communications (Marketing and Outreach) 1 3 ? )_@_
Program Content > 1 H ;_)_0_

Strategic Objectives
“Over the next three years, we need / want to ...”

Almost Th

:
/

1.

ONOOORWN

Planning Horizon: 3 Years
Plan Start Date: March 2, 2024

. Our membership has grown by 20% and remains strong, focused, and active. Member

value continues to exceed expectations making DCUC the envy of the industry.

. Our advocacy efforts and responses are fast, effective, and highly credible whenever there

are emerging or changing legislative, regulatory, and industry wide trends. Built on trust.

. Our revenues/budget allow us to maintain low membership dues while balancing risk and

providing the flexibility to seize opportunities so we can grow and fund other lines of effort.

. Our staff continues to drive member value through our products, events, and member

services. DCUC continues to grow, hire, and develop great people (including CAO).

. Our conferences and events are the best in the industry and features great speakers,

timely information and keeps the family reunion atmosphere. Attendance remains high.

. Our strategic relationships are enhanced with DoD, NCUA Board members, system

partners and Congressional leaders. DCUC leads the industry in terms of trust and brand.

. Our marketing and outreach programs further enhance our mission, grow our membership,

and make external organizations (e.g., Congress, DoD, future members, etc.) seek us out.

. Our program content is focused on providing timely information and better value to our

members along with demonstrating how DCUC fits into the larger industry framework.

Raise and justify dues income by $500,000 or more over the next two years (by 2027). Assessments

Hire additional staff (Advocacy in 2024, Communications in 2025, COO in 2028). . Healthy / Robust ‘ Industry Leader
Increase non-dues revenue by $500K or more and continue to manage expenses (by 2027).

Build advocacy and attain 50% more interactions with Congress, DoD, NCUA, and Industry (by 2027). Q Needs Some Attention

Improve conference attendance to 400 attendees and maintain high quality (by 2027).
Revitalize the Sub-Councils and grow new groups along with virtual opportunities (by 2027).

. Significant Attention Required
. Discontinue Effort

Increase brand awareness and improve the quality and communications reach by 100% (by 2027).

Add two new enduring strategic partnerships in addition to AFFN and TruStage (by 2027).
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Silver Linings

Black Swan and Gray Rhino events create a severe turbulence
and violent storms that will affect your future and the future of
your organization.

We expect our leaders and organizations to take a step back and
find a way through while calmly assessing potential openings and
opportunities that will allow the organization to operate in a safe
zone and potentially garner a competitive advantage.

These are the “silver linings,” above or at the edge of the storm.

Silver linings are fragile because they can disappear as easily as
they present themselves and are usually blurred out by clouds of
confusion, panic, and rage.

Strategic leaders must exhibit courage and remain steadfast amid
the volatility, doubt, criticism, and setbacks.

Sometimes you will be

eating lunch by yourself!
Focus on the Prize and [, 1 :
Help Others Get There 0/

Sk £
(g Wy drs

Thinking in Silver

Past or Ongoing Industry Events
= Become THE Alternative Credit Union Trade Association that Builds on:
-- Unity --Credibility —Results --Accessibility —Accountability --Low Dues!
= Become Early Adopters for New Technology & Trends (e.g., Stablecoin)
= Rethink Credit Union Advocacy so No One Ever Messes with Us Again
» Finding Alternative Revenue Streams for our Members
» Creating a Variety of Collaborations with System Partners

What About “Fool’s Gold?
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Thinking in Gray

What are some “Gray Rhinos” that may already be charging at NACUSAC members?

Elephant or Rhino?
How real is the “industry’s” push to pursue changes that would
further weaken the role of supervisory committees?

Is now the right time to be floating this idea? so,\N“at AY

Who or what is driving this idea?

Create Your Own Opportunities
Thinking in Silver

Are there any opportunities for NACUSAC here?
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