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Strategic Planning Process 

Envision 

Analyze 

Create Execute 

Evaluate 



Traditional Analysis Techniques 

SWOT Analysis 

Market Analysis 

Competitive Analysis 

Cost & Pricing Analysis 



New Tools for Analysis  in Forecasting 

Business 
Impact 

Analysis 

Root 
Cause 

Analysis 



Analysis Defines Key Risk and Key Performance Indicators 

Root Cause Analysis 
Used to determine the combination of contributing risk factors that could trigger a potential 

risk event and are very helpful to define KPIs. 

Business Impact Analysis 
Analysis of both the operational and financial impact of a potential risk event and very helpful 

to define KRIs. 

KPIs and KRIs 
Apply a more exact science in quantitatively assessing internal and external risks and also 

weighs these risks to measure the organization’s risk ‘appetite’. 

Analysis Phase 
Strategic planning MUST help decision makers identify what are the Key Risk Indicators and 

Key Performance Indicators. 



Ford Motor Company- Case Study 

In 2000, Ford's purchasing department bought over 
$1 billion dollars in palladium when their research 

and development department was in the process of 
redesigning vehicles with less need for palladium. 

Ford’s CFO said that the purchasing staff didn’t take 
the sort of precautions sophisticated buyers 
routinely use to hedge risk in dicey markets  

Investors and analysts complained that Ford’s filings 
were written in boilerplate and didn’t signal the 

extent of Ford’s palladium bet 



 Factors for Volatile Pricing of Palladium 

1992-1996 
global auto-

industry 
demand for 
the metal 

nearly 
quintupled 

to 2.4 
million 
ounces 

Russia had 
massive 

stockpiles of 
palladium 

built up 
during the 
Soviet era 

In 1997, the 
Russians 

shocked the 
market by 
holding up 
palladium 
shipments 

 

Tighter 
emission 
rules that 

would take 
effect in 2000 

lead auto 
makers to add 

more 
palladium to 

catalytic 
converters 

Ford was in 
the process 
of becoming 

the 
automaker 

with 
“Cleaner and 

Safer“ 
vehicles 

Prices for 
palladium 
were at an 

all time high 



What Did Ford Miss In Their Analysis 

Purchasing department didn’t ask R&D what was their future need of 
palladium in engineering new vehicles for Ford. 

Ford’s Treasury department didn’t work closely with Purchasing staff to 
see how much palladium metal they were purchasing. 

The Purchasing department wasn’t taking steps to protect Ford if the 
need for palladium dropped and prices began to fall. 

Ford did not pay attention to the fact that other auto makers were using 
less palladium in their cars bringing down the demand for palladium. 

Ford did not research the world supply of palladium. 



Traditional Use of BIA and RCA 

Business Impact Analysis has 
been used to determine the 

operational or financial 
impact of a negative risk 

event. 

Root Cause Analysis has been 
used to work backwards to 
pinpoint the intermediate 

cause that led to an ultimate 
loss or lost opportunity 



New Usage of BIA and RCA 

Business Impact 
Analysis can be 

used as a 
forecasting tool to 

determine both the 
operational and 

financial benefit if 
an organization 

pursued a certain 
business strategy 

Root Cause Analysis 
can also be used as 
a forecasting tool to 

determine the 
sequence of events 
that need to take 

place in order for a 
positive risk event 

to occur 



Bonneville Power Administration 

Bonneville Power Administration is a self-financed governmental 
agency headquartered in Portland, Oregon 

BPA funds its activities through sales of power that is generated by 
entities in the Federal Columbia River Power System 

According to BPA, they provide about 40%-50% of the electricity 
consumed in the Pacific Northwest 

At times, the Columbia River system may generate excess electricity 
not required by their current customers, and they may then market 
that surplus electricity to customers outside the region. 



BPA’s Strategic Direction and Target 

To navigate the opportunities and challenges ahead BPA 
leadership set a course for  

2012-2017 by:  

Assessing 
the drivers of 

change 
affecting BPA 

Continuing 
the agency’s 

mission, 
vision, 

values, and 
objectives 

Elevating six 
strategic 

priorities for 
special focus 

Establish 
annual 

agency and 
business unit 

targets 

Linked these 
targets to 

the 
individual 

performance 
contracts of 

their 
management 
team to align 
efforts across 

the agency 



Major Drivers of Change BPA Faces 

Difficult Economic Environment 

Climate Change Uncertainty 

Renewable Energy Growth 

Shifting Resource Conditions 

Compliance Requirements 



Strategic Priorities at BPA 
Generation and Transmission System Assets 

and Values 

Columbia Treaty Review 

Energy Efficiency 

Balancing Capabilities and Resources 

Endangered Species Responsibilities 

Operational Excellence and Employee 
Engagement 



Risk Analysis at BPA 
Due to operational risk posed by fluctuations in river flows and electric market 
prices, net revenues that result from underlying surplus or deficit energy positions 
are inherently uncertain 

BPA’s Transacting Risk Management Committee has responsibility for oversight of 
the market price, inventory and credit risks that arise from transacting in power 
markets 

TRMC establishes risk tolerance and limits that are represented in the transactional 
risk policy 

Experienced business and risk analysts and managers conduct simulation and 
analysis of the hydro supply system and forward market prices to derive market 
price and credit risk positions 

These results are measured against risk limits and reported to senior management 



Business Impact Analysis at BPA 

BPA’s financial 
analysts use 

Business Impact 
Analysis to 

determine a 
potential positive 

or negative 
outcome of a risk 

event 

They look at both 
the operational 

impact and 
financial impact 
of a risk event  

Business Impact 
Analysis 

information 
helps them 

determine the 
Key Risk 

Indicators to 
monitor a 

potential risk 
event 



Key Risk Indicators for Excess Electricity 

Snow pack 
levels in 

Canadian 
Rockies 

River 
fluctuation 

levels 

Temperature 
averages in 

Spring 

Need for 
additional 

storage 

Demand 
for wind 
energy 



Root Cause Analysis at BPA 

Root Cause Analysis can be used to forecast or predict probable events before they 
occur 

BPA uses two Root Cause Analysis Methods: 5 Whys and Fishbone diagram 

5 Whys is a simple problem-solving technique that helps users get to the root of the 
problem quickly 

Fishbone diagram is derived from quality management process and is a systematic 
way of looking at effects and the causes that create or contribute to those effects 

BPA realizes that to select the correct risk controls and risk responses to a particular 
risk event, it’s necessary to focus on root causes  

By doing this, they are more likely to be effective in mitigating the effects of risk 
around the risk event 



5 Whys 

Why? - The battery is dead. 
(first why) 

Why? - The alternator is not 
functioning. (second why) 

Why? - The alternator belt 
has broken. (third why) 

Why? - The alternator belt 
was well beyond its useful 

service life and not 
replaced. (fourth why) 

Why? - The vehicle was not 
maintained according to the 

recommended service 
schedule. (fifth why, a root 

cause) 

 

The vehicle will not start. (the problem). 



Fishbone Diagram 



Key Performance Indicators at BPA 

BPA uses Key Performance 
Indicators to determine the 

sequence of events that need to 
take place in achieving a positive 

outcome. 

Understanding the root cause of 
a positive or negative risk event 

can help an organization develop 
Key Performance Indicators to 
measure performance of ERM 
objectives aligned with their 

strategic goals. 

BPA has realized that the most 
effective Key Performance 

Indicators must be measurable. 



Risk-Informed Decision Making 

As part of Bonneville Power 
Administration’s ERM program, 
Risk-Informed Decision Making & 
Operations is critical to BPA’s 
success. 

The Agency Decision 
Framework (ADF) and capital 
investment business cases are 
the principle means to 
integrate and document risk 
management in decision 
making. 



10 Steps of Agency Decision Framework 

Define what needs to 
be accomplished. 

Connect the objective 
to the agency strategic 
direction. 

Identify the required 
decision maker and 
any advisory bodies. 

Establish the context of 
the internal and 
external environment. 

Decision evaluation 
criteria. (business 
impact analysis) 

Identify, analyze and 
evaluate risk. (root 
cause analysis) 

Identify alternative 
actions that could 
accomplish objective. 

Recommendation to 
justify the alternative 
action. 

Document and 
communicate the final 
decision. 

Implement the approved 
action and report back 
to decision maker. 



BPA Decision Evaluation Criteria 
( Business Impact Analysis ) 

Define the key risk factors that will be used to 
determine whether and which proposed strategies 
best meet the stated objectives and support agency 
goals. As a minimum, develop decision evaluation 
criteria in each of the following categories: 

• Business/ Finance 

• Legal 

• Environment 

• Public Interests 

• BPA’s People and processes 

• Project-specific categories as appropriate 



BPA Identify, Analyze and Evaluate 
Risks ( Root Cause Analysis ) 

Identify risks to 
achievement of 

the objective 

Assess the 
likelihood and 

consequences of 
each risk 

Evaluate the risks 
to determine 

whether they are 
acceptable 

New initiative to 
expand use of root 
cause analysis to all 
departments to help 
forecast the positive 
or negative outcome 

of a risk event 



Innovative Usages of ERM Tools 

Business Impact Analysis can be used in the 
Analysis Stage of strategic planning to forecast 

the operational and financial outcomes of a 
potential risk event. Risk intelligence gathered 
from Business Impact Analysis can be used to 

form Key Risk Indicators 

Root Cause Analysis can be used in the 
Analysis Stage of strategic planning to forecast 
the sequence of events that need to take place 

in order to capitalize on a potential 
opportunity 
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