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The traditional view of the future in business is based on forecasts. The
development plan necessarily takes into account metrics and indicators. For example,
the company decides that in a year it plans to increase revenue by 3 times. For
forecasting, data fromthe pastis used - for example, a metric for the same period last
year. This approach in planning helps to choose the direction in the strategy. For
example, counting on revenue growth, you need to make a commensurate effort - invest
in the development ofa new product or open new sites for the sale of goods.

Running a business in an uncertain environmentis not easy, especially when you
are faced with unforeseen situations such as trade disruptions, a pandemic and inflation.

However, thereis a solution thatis created in order to help deal with cause-and-
effect relationships and internal rules for the operation of systems. This solution is
modeling. With it, you can make a business forecastin case of unforeseen events, for
example, large-scale failures in supply chains due to a pandemic or geopolitical shifts.

However, no one knows with absolute certainty what will happen at the end of
theyear - at the moment when, according to the forecast, the company expects revenue
growth. Last year's data cannot take into account or predict events that have not yet
occurred. Therefore, planning should include an adjustment for the uncertainty factor
- forexample, therisk ofa pandemic.

Gathering information helps reduce uncertainty. The more risks you take into
account in the strategy, the more likely you are to prepare for major changes. It is
convenient to collect and analyze factorsin the PEST analysis format

Level 1. A fairly clear future. Atthis level, the environmentis stable and slowly
changing, so a simpleforecast of the future will be accurate enough to develop a strategy.

Level 2. An alternative future. The future is one of several alternative discrete
scenarios, but you're not sure which one will eventually happen. With this level of
uncertainty, companies that are facing major regulatory or legislative changes are
operating. With the simulation model, managers can run a variety of what-if scenarios.
Thus, they check and analyze how the simulated system will work, and assess possible risks.

Level 3. The range of future events. To determine the range of scenarios, you
need a limited number of key variables, and the possible outcome may be somewhere
within thatrange.

For example, the owner of a café knows from his observations that the first
visitors usually come at any time from 8:30 to 10 am. At the same time, any number
of customers from 1 to 5 can enter the cafe. When modeling a café, the engineer will
haveto consider these ranges of variable values.

Level 4. Real uncertainty. At this level, the key factors that influence the
development of the future are unknown or there are too many of them, and the



relationshipsaretoo unpredictable. Unlike the Scenarios of Level 3, it is impossible to
determine either the range of potential outcomes or the scenarios withinthe range.

Situations falling into this category are rare, but they do exist. McKinsey gives
the example of market developments in Russia after 1992. Companies that were
considering investing in Russiaat the time faced level four uncertainty. They could not
predict which laws or regulations would govern property rights and transactions. Nor
could they assess the viability of supply chainsand demand for goods and services that
had not previously been in the market. In addition, other political or economic factors
could change theentire system in unforeseen ways.

Most real-world scenarios, which are dynamic in nature, are level 2 or 3and can
be worked with using simulation modeling.

Taking into account the proposed levels of uncertainty in the preparation of
business forecasts in business activities will help enterprises to more effectively carry
out the management process and achieve more stable results.
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