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Abstract. The primary purpose of this study was to explore the relationship between scenario planning and strategic performance.
The data was collected from 121 Multinational corporations operating in Jordan by using a questionnaire. Pearson correlation
and the partial least squares (PLS) methodology for factor analysis and path modelling was used to test the study hypotheses. The
study found a positive and statistically significant relationships between scenario planning and the four components of strategic
performance: financial performance, customer performance, learning and growth, and internal business processes. Based on
these findings, the study recommends that managers should apply scenario planning practices to enhance the levels of strategic
performance in their companies. Additionally, managers should raise the awareness of their employees regarding the importance
of both scenario planning and strategic performance. Moreover, managers should provide their employees with adequate training
courses in relation to acquire the knowledge and build their skills in the field of scenario planning. Finally, managers should use
the diagnostic instruments that developed by previous research to assess a company’s strategic performance and scenario plan-
ning practices, identify managerial practices that need to be implemented or improved, and determine the resources that might
realistically be required to build a better scenario planning process and promote strategic performance. Much more research
and studies need to be performed in this budding subject. Links among scenario planning and another organizational topics

and outcomes need to be searched.
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Introduction

The challenges facing multinational corporations in the
business environment can be described by the “volatili-
ty, uncertainty, complexity and ambiguity” (Bennett and
Lemoine 2014). Looking at these challenges, we can see that
traditional strategic planning tools may lack an essential
future-related perspective (Hartmann and Stillings 2015).
Traditional methods often rely either on past experiences
or at most on snap shots of the present when describing
the business environment. Therefore, multinational cor-
porations increasingly attempt to cope with this risk by
trying to understand and manage the future (O’Brien and
Meadows 2013, Bowman et al. 2013). In addition, the rapid
pace at which changes in economic and business conditions
are occurring has been highlighted as a major challenge

for multinational corporation. Such a change directly im-
pedes multinational corporation’s ability to implement
their intended strategy. Within this environment, mana-
ging uncertainty becomes especially important (Simons
1990). Scenario planning as a business activity has gained
increased traction as a tool for addressing complexity, un-
certainty, and the unknown (Haasnoot et al. 2013, Oliver
and Parrett 2017).

Scenario planning is increasingly well established as a
means of preparing individuals and organizations to re-
spond to the uncertainty and chaos of the global work en-
vironment (Rigby and Bilodeau 2007, Bradfield et al. 2005,
Chermack 2011, Durance and Godet 2010, Schwartz 1996,
Wack 1985, Chermack et al. 2017, Kahane 2012, Ramirez
and Wilkinson 2016, Schoemaker 1995, Cox Landolt 2000,
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Malaska etal. 1984). Therefore, scenario planning is deemed
auseful instrument that assist multinational corporations to
be ready for potential probability, and improves their flex-
ibility (Argueta et al. 2016), enhances their innovation ca-
pabilities (Hiltunen 2009), helps multinational corporations
to understand the environment and determine the interac-
tions between sundry future trends and events (Martino
2003) in addition to predict the consequences of a specific
decision or choice (Strauss and Radnor 2016).

However, because multinational corporations leaders
are under pressure to justify the investment of resources,
some type of criterion needs to be developed that shows a
clear link between scenario planning and strategic perfor-
mance. One possible step in providing this link may lie in
establishing the actual effect scenario planning has on the
strategic performance (Puthenveetil 2016). Some scholars
like (Chermack and Lynham 2002, Hartmann and Stillings
2015) pointed out that empirical evidence of the effect of
scenario planning on strategic performance of multina-
tional corporations is almost nonexistent. In fact, this lack
of an evidence regarding the influence of scenario plan-
ning on strategic performance may indicate to a greater
gap in the body of knowledge that is used to develop of
scenario planning and inform of the practice. Therefore,
the importance of understanding how scenario planning
may influence and improve performance has stimulated
calls to further explore the impact of scenario planning on
strategic performance (e.g., Phelps et al. 2001, Visser and
Chermack 2009, Lindgren and Bandhold 2009, Chermack
2011, Zahradnickova and Vacik 2014). Thus, the current
study tries to explore the link between scenario planning
and strategic performance in Jordanian context.

1. The study problem

In today’s global economy, the main players are multina-
tional corporations. They are the exporter of major capital,
technology transfer, knowledge, expertise, and interna-
tional market access. MNCs have a fundamental effect on
technology transfer social and infrastructure development.
It assists in replacing declining market sectors, activating
employment, and increasing wages, Thus, having social and
cultural effect if the investment is directed toward non-tra-
ditional sophisticated product (Summit 2002). One of the
main challenges that face the multinational corporations
today is the state of uncertainty about market trends and
the business environment in which they operate. Due to
uncertainty and rapid changes in the business environment
MNCs have become seeks to maintain their sustainability
and growth by improving strategic performance. Scenario
planning is considered a valuable tool to manage uncertain-
ty. Therefore, the current study tries to answer the following
question:

Is there a relationship between scenario planning and
strategic performance?

2. The study significance

Until now, there has been few empirical research that re-
lated to the direct relationship between scenario planning
and its influence on strategic performance, and, therefore,
the current study has been useful in its contribution to the
literature of scenario planning. More specifically, This study
contributes to the related literature in terms of:

Supporting the notion that scenario planning has a sig-
nificant effect on strategic performance; and

Providing empirical evidence regarding the role of sce-
nario planning in improving the strategic performance.

3. Literature review
3.1. Scenario planning

Organizations have used scenario planning as an integral
part of strategic planning process, but is often confused
with prediction methodologies like futurism or forecas-
ting (Azalia and Stein 2017, Lindgren and Bandhold 2009,
Ramirez and Wilkinson 2016). There is not a universally
accepted definition for scenario planning, so it was difficult
to find a clear definitions that embodied the correct mea-
ning of scenario planning concept (Chermack et al. 2001).
Based on definitions provided by (Porter 1998, Ringland
1998, Schwartz 1996, Schoemaker 1995) Chermack and
Lynham (2002) developed the following integrated defi-
nition:

Scenario planning is a mechanism in which decisions
about the future may be played out in order to change cur-
rent thinking, improve decision making, and enhance
human and organization learning through a process of
positioning several informed, reasonable, and imagined
alternative future environments.

More recently, Scenario planning defined as a methodol-
ogy that uses the inherent human capacity for imagining fu-
tures to better understand the present situation and to iden-
tify possibilities for new strategy (Ramirez and Wilkinson
2016) and as a conceptual tool used to address complexity,
uncertainty, and the unknown through the consideration
of one to many potential future states, activities, situations,
events, decisions, and/or occurrences (Schulaka 2017).

There are several general benefits ascribed to scenario
planning. Many scholars indicated that scenario planning
helps to find innovative and robust solutions to address
complex problems and uncertain futures (Arafet and Ali
2018, Bennett et al. 2016, Burt et al. 2017, Schwartz 1996,
van der Heijden 1996). In addition, scenario planning en-
ables managers to cope with uncertainty by helping to un-
derstand the environment and its systems, how to deal with
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potential problems by thinking through them, and by pro-
viding alternative mental models (Burt et al. 2006, O’Brien
and Meadows 2013, van der Heijden 1996). Moreover,
scenario planning enables organizations to foster dynamic
capabilities to respond to the environmental changes and
adapt to them (Ramirez and Wilkinson 2016, Swanson
1998). Finally, scenario planning helps improve decision
making in the present, since the scenarios serve the purpose
of evaluating current strategic options to develop alternative
strategies to handle possible futures, and select the suitable
and right strategy among of a multiple correct strategies
(Ramirez and Wilkinson 2016, Robbins 1995, Wood 1997).

The results of empirical research confirmed that the
scenario planning have many outcomes in the organiza-
tional context. The first major outcome of scenario planning
identified by previous research results is changed thinking
and mindset (Bradfield et al. 2016, Chermack et al. 2017,
Chermack and Lynham 2002). This outcome considers the
mental models which are organizationally important to all
organizations because they internally provide a means for
interpreting events and externally provide an understand-
ing about the worldview of an organization (Wack 1985).
The second category of scenario planning outcomes rec-
ognized by previous research results is improved decision
making (Chermack et al. 2017, Chermack and Lynham
2002, Phadnis et al. 2016). This category concerns the link-
age between scenario planning and better decision making
in an organization concerning strategic issues (Phadnis et
al. 2016, van der Heijden 1996). Scenario planning allows
organizations to act on a new situation rather than react to
it. This outcome also ties in with more robust strategy, since
strategy developed with the aid of scenario planning will
be more productive, or able to be changed quickly, across
avariety of futures (Ramirez and Wilkinson 2016, van der
Heijden 1996). The last major outcome of scenario plan-
ning demonstrated by previous research results is enhanced
organizational learning (Chermack et al. 2017, Chermack
and Lynham 2002). This outcome involves rolling the people
of the organization into ongoing strategic conversations.
This is a characteristic of the intuitive approach where the
scenario planning process becomes an integral part of the
organization so that a true learning organization, such as
those detailed by Senge et al. (1994), is developed.

Borjeson et al. (2006) identified three main categories
of scenarios, as is described below:

First; Predictive scenarios: are scenarios that formulated
to answer to questions in the following format: “What will
happen?” the purpose of predictive scenarios is to try to
foresee what is going to happen. The types of predictive
scenarios are include forecasts and what-if scenarios.

Second; Explorative scenarios: answer to the ques-
tion “What can happen?” The purpose of these scenarios
is to predict the future from a variety of perspectives and

opinions. The types of explorative scenarios are external and
strategic. external scenarios respond to question “What can
happen to the development of external factors?”. Strategic
scenarios are respond to the question “What can happen if
we act in a certain way?”.

Third; Normative scenarios: respond to the question
“How can a specific target be reached?”. The types of nor-
mative scenarios are include preserving and transforming
scenarios. normative preserving scenarios answer to the
question “How can the target be met, by adjustments to
current situation?”. Transforming scenarios answer to the
question: “How can a target be met, when prevailing struc-
ture blocks necessary changes?”.

The current study utilized (Borjeson et al. 2006) clas-
sification of scenario planning, since it is the only and the
most popular classification of scenario planning that cited
by theliterature in order to measure the scenario planning.

3.2. Strategic performance

The performance evaluation is a systematic review process
executed to assist an organization attain a particular goal.
In order to assist the companies to manage its resources
in effective way and measure its performance in relation
to its objectives, performance evaluation should be a part
of the management and control system (Wu and Hung
2008). However, strategic performance indicates to the
successful attainment of a company’s strategic goals (Zou
and Cavusgil 2002). The concept of strategic performance
includes both organizational performance as well as orga-
nizational effectiveness (Chakravarthy 1986). In general,
strategic performance shows the competitiveness of an or-
ganization and covers the most influential position between
competitors in achieving a foothold in the market place,
increasing the consciousness of the company and responses
to those competitive actions and challenges which were
established by competitors (Chung 2011). According to
(Chung et al. 2015) strategic performance promotes the or-
ganizational learning process and assists an organization to
make competitive and unique abilities in operational arena.
Additionally, strategic performance leads the competitive
positions of organizations, and presents details in relation
to the overall performance of the organization: performan-
ce relative to competitors and performance relative to other
organizations of the same type in the market and industry
in general (Madison et al. 2014).

Many scholars like (Chandler 1962, Clarke 1987, Miles
and Snow 1978) pointed out that the notion of strategic fit
should be considered when defining strategic performance,
due that strategic fit underlies most of the dominating stra-
tegic literature as a vital notion for organization perfor-
mance, as well as, strategy is concerned with establishing a
fit between an organization’s external environment and its
internal resources and structures (Porter 1980, Porter 1985,
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Prahalad and Hamel 1990, Collis and Montgomery 1995),
substantiating the importance of strategic fit.

However, traditional performance evaluation metrics
are limited in their assessment of overall performance be-
cause they are often based only on financial performance
(Booth 1996). As a result, the traditional evaluation of fi-
nancial performance is considered as an not an compre-
hensive or effective measure, nor is it a holistic evaluation
approach. In order to overcome these shortcomings Kaplan
and Norton (1992) proposed the balanced scorecard model.

The balanced scorecard model focuses on both finan-
cial and non financial performance, as well as, takes into
account the organization’s vision and strategies. Briefly, it
monitors competitiveness and long-term financial metrics
while also highlighting the value of short-term financial
performance (Kaplan and Norton 1992, Kaplan and Norton
1996, Kaplan and Norton 2001). Pinero (2002) pointed out
that the purpose of the balanced scorecard model is to assist
the organization attain its objectives through measuring
its tangible assets by the traditional financial metrics, in
addition to evaluate its intangible assets and intellectual
capital by three perspectives namely customers, learning
and growth, and internal processes. Thus, the strategies of
organization are tested by both financial and non-financial
metrics, based on actual data for a holistic assessment.

According to Wheelen and Hunger (2012) the finan-
cial perspective of balanced scorecard is concerned with
the question how do we appear to shareholders?. Whereas
the customer perspective is concerned with the question
how do customers view us?. Whilst the internal business
processes perspective is concerned with the question what
must we excel at?. Finally, The learning and growth per-
spective is concerned with the question can we continue to
improve and create value?.

This study utilized Kaplan and Nortons (2004) bal-
anced scorecard model to measure strategic performance.
The balanced scorecard model has received much attention
in organization and management literature (Pinero 2002),
and continues to be heavily utilized for research (e.g. Al-
Tarawneh 2018, Chen et al. 2011, Grigoroudis et al. 2012,
Jusoh et al. 2008, Mitchell et al. 2013, Sharabati and Fuqaha
2014, Sim and Koh 2002).

3.3. Scenario planning and strategic performance

3.3.1. Financial performance

The financial performance within the balanced scorecard
includes many criteria like: achieving profits, increasing the
revenues, and maximizing the investors wealth (Kaplan and
Norton 2004). Empirical results of previous research found
that there is a positive relationship between the financial
performance in terms of faster growth, higher return on
capital, and higher profitability and scenario planning, in
addition, the results confirmed that scenario planning can

be used as a tool to improve financial performance (Phelps
etal. 2001). Moreover, empirical results of previous research
indicated that the practice of scenario planning promotes
the organizational learning practices (Chermack et al. 2017,
Chermack et al. 2006, Inayatullah 2009) and thus leads
to better financial performance (Aliya and Maheen 2017,
Kim et al. 2017, Prieto and Revilla 2006). Therefore, the
first hypothesis is:

Hal: There is a relationship between scenario planning
and financial performance.

3.3.2. Customer performance

Kaplan and Norton (1996) indicate that the customer per-
formance can be measured by: market share, customer: re-
tention, acquisition, satisfaction and profitability. Empirical
results of previous research found that scenario planning
leads to increase the sales level and market share of the
organizations by introducing the unique services/products
(Kuye and Oghojafor 2011). In addition, the results of pre-
vious studies demonstrated that scenario planning leads
to increase innovation capabilities (Sarpong and Maclean
2011), thus, increases the level of customer satisfaction
and customer value (Abdulai et al. 2018, Weng et al. 2012)
and helps to increase the organization ability in regards
customer retention (Kyei and Bayoh 2017). Therefore the
second hypothesis is:

Ha2: There is a relationship between scenario planning
and customer performance.

3.3.3. Internal business processes

Internal business processes reflect the organization’s ability
to innovate, employ creativity, utilize the appropriate tech-
nology, and enhance adaptability in order to excel at activi-
ties that create value (Kaplan and Norton 2004). Previous
studies found that scenario planning leads to increase the
innovation capabilities of the organization (Sarpong and
Maclean 2011). In addition, scenario planning enhances
the creativity within the organizations, and provides a
useful tool in identifying technologies that are potentially
disruptive; mapping out possible development paths for
such technologies; and developing organizational capabi-
lities to exploit the opportunities presented by disruption
(Drew 2006). Moreover, Scenario planning allows orga-
nizations to act on a new situation rather than react to it,
thus, enhance its ability to manage emergencies (Ramirez
and Wilkinson 2016, van der Heijden 1996). Therefore the
third hypothesis is:

Ha3: There is a relationship between scenario planning
and internal business processes

3.3.4. Learning and growth

Learning and growth focuses on organization’s ability to
solve problems, increase employees efficiency, and develop



Business: Theory and Practice, 2018, 19: 195-207

199

their capabilities and skills through training (Kaplan and
Norton 1996). The results of previous studies found that
scenario planning helps to find innovative and robust solu-
tions to address complex problems and solve it in effective
manner (Arafet and Ali 2018, Bennett et al. 2016, Burt et
al. 2017, Schwartz 1996, van der Heijden 1996). In addi-
tion, scenario planning leads to enhance the efficiency
of organization’s management through the development
of leadership capability and capacity (Glick et al. 2012).
Moreover, scenario planning considered as a training tool
that contributes to increase the skills of employees and de-
velopment of human resource in general (Glick et al. 2012).
Therefore the fourth hypothesis is:

Ha4: There is a relationship between scenario planning
and learning and growth.

4. Study method and design

A quantitative method was chosen for the current study.
Specifically the survey design, data were collected using a
questionnaire. Pearson correlation coefficient was com-
puted to determine the relationship between the study
variables. In addition, Partial least squares (PLS) metho-
dology was employed to test the relationships between all
constructs in the structural model. PLS provides a useful
data analytic strategy when the researcher is faced with
small samples, subjective observations of data, or nascent
or emerging theory, which are common in group and or-
ganization research (Sosik et al. 2009). PLS is also effective
for data analysis when Multicollinearity could be present
(Chong and Jun 2005).

5. Population and sample

The study population consisted of 121 Multinational
Corporations operating in Jordan. The study sample in-
cluded all the study population. The sampling unit and
analysis consisted of CEOs of the target companies.

6. Data collection procedures

Data were collected via self-administered survey availa-
ble on paper. The main round of survey was conducted in
Jordan between January and February, 2018. The data were
collected thru drop-off and pick up questionnaire as the
most suitable procedure to collect data in the Middle East
region to enhance the response rate (Al-Maaitah 2018).
A cover letter was included with the questionnaires that
explained the purpose of the survey.

7. Measures

All scales adopted the 5-point Likert-type response format.
The researcher used 37 items to obtain respondents answers

that best represented their perceptions regarding scenario
planning and strategic performance. (See Appendix A.)
Scenario Planning: The researcher used the 17-item
scale developed based on the work of (Hojer et el. 2008,
Borjeson et al. 2006) to measure the perceptions of CEOs
toward scenario planning (ranging from 1 = strongly dis-
agree, to 5 = strongly agree). The items (1-6) developed
to measure explorative scenarios, while the items (7-11)
developed to measure normative scenarios, finally, the items
(12 -17) developed to measure predictive scenarios.
Strategic Performance: The researcher used the 20-item
scale adopted from (Sharabati and Fuqaha 2014, Chen et
al. 2011, Kaplan and Norton 2004) to measure the percep-
tions of CEOs toward strategic performance (ranging from
1 = strongly disagree, to 5 = strongly agree). Financial per-
formance was measured by the items (18-22), customer
performance was measured by the items (23-27), inter-
nal processes were measured by the items (28-32), finally,
learning and growth was measured by the items (33-37).
Demographic Variables: The researcher used 4 demo-
graphic questions regarding respondents (Gender, Age,
Experience; and Education).
Company Information: The researcher used two ques-
tions regarding companies (Nationality, and Nature of activ-
ity: service provider or manufacturer).

8. Data analysis and hypothesis testing
8.1. Sample description

The average age of participants was 42.7 (SD = 11.41).
Males represented 79.7% of the sample. The average of
participants experience at the company was 10.4 years
(SD = 7.88). The participants that holds Master degree
represented 82.7% of the sample. European companies
represented 33% of the sample. American companies and
Arabian companies represented (27%, 10%) respectively of
the sample. Finally, Asian Companies represented (30%) of
the sample. Manufacturing companies represented 43% of
the sample. Finally, Service provider companies represented
57% of the sample.

8.2. Instrument validity and reliability

The reliability of the survey instruments that were utilized
in this study was tested based on Cronbach’s alpha (see
Table 1). It is held that an instrument which confirms a
reliability score of 0.60 and above is generally considered
adequate. However, a coeflicient alpha of 0.70 at the mi-
nimum is generally acceptable for hypothesis testing. The
results from table (1) show that the values of Cronbach’s
alpha for all variables are more than 0.70 (Hair et al. 2018).
In order to ensure that the scale conveys an accurate re-
presentation of the construct, validity is measured using
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Table 1. Reliability of Survey Instrument (n = 121) (source:
author’s calculations)

Table 2. Measurement Model (n = 121) (source: author’s
calculations)

Variable Cronbach’s Alpha Constructs and Instrument Critical | AVE c
Variabl SU | Ratior | b | R
Explorative scenario .86 anaves 2o
3 3 Explorative Scenarios 0.706 | 0.960
Normative scenario .81
— - ES1 0.891* | 47.13
Predictive scenario .84 ES2 0.837% | 36.97
Financial Performance .90 ES3 0.862* | 38.44
Customer Performance .85 ES4 0.795* | 31.86
Learning and Growth .88 ES5 0.771* | 34.77
Internal Business Processes .89 ES6 0.802* | 30.58
Instrument as a whole 82 Normative Scenarios 0.618 [ 0.893
NS1 0.844* | 45.63
. . ' o NS2 0.869* | 37.11
various f01im.s 1nclu.d1ng content, convergent, and discri- NS3 0.814* | 3351
minate validity (Hair et al. 2018). NS4 0.806* | 30.09
NS5 0.783*| 32.17
8.2.1. Content validity Predictive Scenarios 0.747 | 0.940
Expert reviews, such as opinions from the faculty members, PS1 0.877* | 41.62
and documented use of the scales from similar research PS2 0.738* | 33.16
studies, are used to measure content validity. based on the PS3 0.759* | 31.36
experts opinions the instrument has refined. PS4 0.767* | 32.94
PS5 0.805*| 37.18
8.2.2. Convergent validity PS6 0.744* | 31.90
Convergent validity was assessed by Dillon Goldstein's tho | Financial Performance 0.60510.918
%
(composite reliability) and mean communalities (AVE) for FP1 0.706" | 30.22
%
each latent variable in the model. FP2 0.744 | 32.80
*
“Average variance-extracted (AVE) attempts to measure FP3 0.751" | 36.14
. . FP4 0.719* | 31.47
the amount of variance that a latent variable component
T . FP5 0.737* | 34.02
captures from its indicators relative to the amount due to Coet Dot 522 0501
measurement error” (Vinzi et al. 2010). An AVE of .50 or C;SI omer Terformance o7z | 3907 : :
higher is a good rule of thumb and suggests adequate con- . .
. s 1els CP2 0.763*| 31.55
vergence and a good composite reliability score should be o) 0787 | 3761
.70 or higher (Hair etal. 2018). All variables in the model re- : :
. C ek CP4 0.771*| 32.97
turned acceptable composite reliability and AVE measures,
T . . . . CP5 0.793*| 35.14
indicating the manifest variables used in the instrument -
. ] o . Learning and Growth 0.612]0.914
do, in fact, reflect their respective intended latent variable LG1 0819 | 2022
(Table 2). LG2 0.857* | 34.62
S o LG3 0.790* | 38.52
8.2.3. Discriminant validity LGa 0810% 1 3719
Discriminant validity was established providing evidence LG5 0.769* | 31.84
that each construct is unique (see Table 3). A more rigo- Internal Processes 0.640 | 0.917
rous test was applied to compare the AVEs of each latent IP1 0.840* | 39.70
variable. Table 3 demonstrates that they exceed all squared P2 0.880* | 45.09
correlations between constructs (Fornell and Larcker 1981). IP3 0.803% | 40.13
1P4 0.798* | 36.28
8.3. Descriptive statistics IP5 0.773* | 34.47

The results from Table 4 show that multinational cor-
porations use the scenario planning technique (Mean =
4.082). These results are logical, since the world has beco-
me more complex, thus the use of scenario planning tech-
nique has increased significantly during the recent years as

Notes: SL - standardized loading; AVE - average variance ex-
plained; CR composite reliability.

* p-value < .05 for a two tailed test; * values exceeding 1.96 rep-
resent levels of significance of .05; ® percentage of variance of the
item explained by the latent variable; “composite reliability p (Werts
etal. 1973).
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Table 3. Discriminant validity of the model (n = 121) (source: author’s calculations)
ES NS PS FP CP LG 1P

Explorative scenario (ES) (0.706)

Normative scenario (NS) 0.522 (0.618)

Predictive scenario (PS) 0.441 0.471 (0.747)

Financial Performance (FP) 0.338 0.352 0.390 (0.605)

Customer Performance (CP) 0.332 0.344 0.359 3.74 (0.624)

Learning and Growth (LG) 0.317 0.341 0.332 0.355 0.362 (0.612)

Internal Business Processes (IP) 0.311 0.322 0.339 0.337 0.351 0.349 (0.640)

Notes: Squared correlations between latent constructs are presented in the table; values in parentheses are average variance extracted
(AVEs) representing the percentage of manifest variables (items) explained by its latent construct. Discriminant validity of a measurement
model requires squared correlations between the constructs to be smaller than the average variance extracted.

Table 4. The arithmetic means and standard deviations of
respondent’s answers on scenario planning items (source:

Table 6. Pearson’s Correlation (n = 121) (source: author’s
calculations)

author’s calculations)
1 2 3 4 5
Items Dimensions qf Scenario Mean Star?dz?rd 1 Financial
Planmng Deviation Performance
1-6 Explorative Scenarios 4.107 0.941 2 Customer 16
7-11 Normative Scenarios 4.180 0.933 Performance ’
12-17 Predicti i 3.958 1.07 i
redictive Scenarios 9 3 Lear;llmg and 219% | 3ger
1-17 | Total Average of Means 4.082 0.981 Growt
4 Internal

a technique to long-term planning in constantly changing | Business 2287 gz | A8

. . Processes
environments that characterized by unsteady and unpre-
dictable futures. Iili;enniino 53170 | .590%F | 673 | 6224

The results from Table 5 show that multinational cor- &

porations achieved high level of strategic performance
(Mean = 4.086). These results are logical due to the role
of scenario planning in simulating the developments and
changes in the business environment. Thus helps MNCs to
achieve their goals efliciently and effectively.

Table 5. The arithmetic means and standard deviations of
respondent’s answers on strategic performance items (source:
author’s calculations)

Dimensions of Standard
Items . Mean .
Strategic Performance Deviation
18-22 Financial Perspective | 3.942 0.969
23-27 Customer Perspective | 4.074 0.991
28-2 Learning and Growth | 4.166 1.071
33-37 Internal Processes 4.162 0.944
1837 | Lotal Average of 4086 0.994
Means
8.4. Hypotheses testing

Pearson correlation and the partial least squares (PLS)
methodology for factor analysis and path modelling was
used to test the study hypotheses. The results from Table 6
show that financial performance was both positively and
significantly correlated (r = .531, p <.01.) with the scenario

*p<.05.%p<.01

planning. Additionally, the results of the correlation indi-
cate that customer performance was both positively and
significantly correlated with the scenario planning (r = .590,
.p <.01). As well, the results show that learning and growth
was both positively and significantly correlated (r = .673,
p <.01.) with the scenario planning. Finally, the results of
the correlation indicate that internal business processes
was both positively and significantly correlated with the
scenario planning (r = .622, . p <.01). These results were
confirmed by the partial least squares (PLS) methodology
for factor analysis and path modelling (see Table 7).

9. Results discussion

The current study empirically tested the relationship betwe-
en scenario planning and the strategic performance of mul-
tinational corporations in Jordanian context.

The findings of this study pointed out that scenario plan-
ning has a significant positive relationship with financial
performance and it is similar with certain previous stud-
ies which found that scenario planning can be used as a
tool to improve financial performance (Phelps et al. 2001).
Additionally, the findings indicated that scenario planning
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Table 7. Study Hypotheses Results: Path Estimates (n = 121)
(source: author’s calculations)

Study 1 | Critical | Confidence .

Hypotheses DSE Ratio Range’ Conclusion
HI1:SP=>FP | 0.491* | 18.177 | 0.395,0.493 | Supported
H2: SP=>CP | 0.459* | 17.804 | 0.388,0.485 | Supported
H3:SP=>LG | 0.451* | 17.790 | 0.381, 0.479 | Supported
H4: SP =>IBP | 0.446* | 17.714 | 0.377,0.474 | Supported
Goodness of
fit (GoF): Relative
Absolute GoF | 0.591 GoF 0.918

Note: SP - Scenario Planning; FP - Financial Performance; CP -
Customer Performance; LG - Learning and Growth; IBP - Internal
Business Processes.

! _ Direct Standard Effect

2* p-value < .05 for a two-tailed test

has a significant positive relationship with customer per-
formance and it is in line with previous studies (Kuye and
Oghojafor 2011). Moreover, the findings indicated that sce-
nario planning has a significant positive relationship with
internal business processes. Many previous research and
studies found that scenario planning is regarded as the most
important element that influence the internal business pro-
cesses within organization (Ramirez and Wilkinson 2016,
Sarpong and Maclean 2011, van der Heijden 1996). As well,
the findings revealed that the scenario planning has a signif-
icant positive relationship with learning and growth and it is
in line with previous studies (Arafet and Ali 2018, Bennett
etal. 2016, Burtetal. 2017, Glick etal. 2012, Schwartz 1996,
van der Heijden 1996). Finally, the findings of this study
in general demonstrated that the scenario planning has a
significant positive relationship with strategic performance.

However, the results can be interpreted based on the
following argument: by learning and innovation the orga-
nization, will improve its abilities or create new ones that
will facilitate a better performance in internal processes,
increasing the efficiency, effectiveness and productivity.
Since improved internal processes will provide companies
the ability to better fulfil customers, an increase in customer
satisfaction is expected. In the long run increased customer
satisfaction and improved internal processes will result in
better financial performance.

10. Practical implications

Based on the findings the study recommends that:

- First, Managers should apply scenario planning
practices to enhance the levels of strategic perfor-
mance in their companies.

- Second, Managers should raise the awareness of
their employees regarding the importance of both
scenario planning and strategic performance.

- Third, Managers should provide their employees
with adequate training courses that specialized in
scenario planning in order to acquire the knowledge
and build their skills in this field.

- Fourth, Managers should use diagnostic instruments
that developed by previous research to assess a com-
pany’s strategic performance and scenario planning
practices, identify managerial practices that need
to be implemented or improved, and determine the
resources that might realistically be required to build
abetter scenario planning process and promote stra-
tegic performance.

11. Limitations

Despite important contributions from this study, several
limitations remain:

- First, the study was conducted in the Multinational
Corporations operating in Jordan. Therefore, the
results may not generalize to other sectors.

- Second, the current study focused on the perceptions
of members within a particular managerial level in
a limited number of organizations.

12. Recommendations for future researches

Much more research and studies need to be performed in
this budding subject. Much more subjects relate to scenario
planning need to be made. Links among scenario planning
and another organizational topics and outcomes need to be
searched. As the study of scenario planning continues to
arise more fully, it may help to better understand the effect
of this model on prophesying strategic flexibility, strategic
agility, organizational ambidexterity and toward creating
competitive advantage for the organization in general.

Conclusions

The findings of the current study provide valuable insight
to multinational corporation as well as to management
academics. Multinational corporations’ commitment to
scenario planning indicates their higher level of strategic
performance. These findings are consistent with the theory
and findings of the other studies.

First, this exploratory study supported the relationship
between scenario planning and strategic performance
based on the balanced scorecard perspectives. Second, the
results suggest that multinational corporation must do well
in scenario planning to achieve high strategic performance.
Finally, the findings involving managers of multinational
corporation operating in Jordan indicate that the multi-
national corporations with right scenario techniques can
achieve high strategic performance in developing countries
as well as in developed ones.
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In summary, the current study answers the call of re-
searchers to explore how scenario planning might influence
the strategic performance. The study explored this issue
among multinational corporations because they have a
particularly high need to overcome uncertainty state that
harms their strategic performance.
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APPENDIX A

Survey Instrument

Scenario Planning

Listed below are some statements about scenario planning. Please indicate your response by writing the number that
best describes your level of agreement with each of the statement.

Strongly Agree Agree Neutral Disagree Strongly Disagree

5 4 3 2 1

1) The answers of the question (what can happen to the development of external factors) are used in the planning process.

2) The answers of the question (what can happen if we act in a certain way) are used in the planning process.

3) The company explores the future from a multiple perspectives.

4) The company develops a set of scenarios that illustrate different potential developments.

5) The company is able to respond to various kinds of developments in the business environment.

6) The company determines the possible consequences of strategic decisions.

7) Our future targets are well defined.

8) The company is able to achieve its targets in efficient manner.

9) The answers of the question (how can the target be met, by adjustments to current situation) are used in the plan-
ning process.

10) The answers of the question (how can a target be met, when prevailing structure blocks necessary changes) are
used in the planning process.

11) The company discovers the factors that may be crucial for reaching the targets.

12) The company depends on its historical information to predict what will happen in the future.

13) What-if questions are used to focus on events in the near future.

14) The company identifies the conditions in which the probability of occurrence is likely to be significant.

15) The company determines the conditions that will occur based on close future events.

16) In our scenarios, we focus on identifying the developments that depend on a certain well-specified external events
and/or internal decisions.

17) Different kinds of predictions are used to highlight problems that will arise if current trends continue in the future.

Strategic Performance

Listed below are some statements about strategic performance. Please indicate your response by writing the number that
best describes your level of agreement with each of the statement.

Strongly Agree Agree Neutral Disagree Strongly Disagree

5 4 3 2 1

18) The rate of return on assets has increased.

19) Revenue growth rate is high.

20) Net profit ratio has increased.

21) Dividends to share have increased.

22) The wealth of our shareholders has increased.

23) Our customer satisfaction level is high.

24) The number of our customers complaints is low.

25) Our customers loyalty level is high.

26) The company adds a value to customers.

27) The company image has improved.

28) Innovation capabilities have increased.

29) Employees’ ability to manage emergencies has increased.

30) Creative ideas to develop performance have increased.

31) Employees’ productivity has increased.

32) The company applies the latest technology of R&D.

33) The company introduces new products in suitable time.
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) The company is able to retain existing customers.

35) The company is able to solve problems in effective manner.
) The company develops the processes continuously.

) The company management efficiency has increased.

Demographic Information

Please provide the following information:
38) Your gender_
39)Tam____ yearsold.
40) Years worked at this company
41) Your education ______
42) The nationality of my company ___
43) The nature of my company activity: A) Manufacturer B) Service provider

N — — — —



