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Abstract 
Within an organization it is very important to be aware of the risks that 

arise in the environment, and use effective risk management to maxim-

ize the potential profit and minimize the possible threats. SWOT and 

PEST have been shown to be the most commonly used tools in strategic 

risk management. Talantsev et al. (2013) have developed a new risk 

evaluation method for ICT4D projects which in this thesis was called 

SACF. The purpose of this thesis was to investigate its use on a strategic 

level and compare it to the already established used method.  

In this research it was shown that SACF can be used as a tool to create, 

evaluate and select amongst strategies. It is not a replacement but a 

complement to the already existing methods. In other words, it can pro-

vide the evaluator with additional information not provided by SWOT 

and PEST.   

Keywords: SACF, SWOT, PEST, Risk Analysis, Strategic Management, 

Strategic Risk Management. 
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Sammanfattning 

I en organisation är det viktigt att vara medveten om risker som uppstår 

i sin omgivning, och använda effektiv riskhantering för att maximera 

den potentiella vinsten och minimera eventuella hot. SWOT och PEST 

har visat sig vara de mest använda verktygen i strategisk riskhantering. 

Talantsev et al. (2013) har utvecklat en ny risk utvärderings-metod för 

ICT4D projekt som i denna rapport kallas SACF. Det var syftet av denna 

uppstats att undersöka dess användning på en strategisk nivå och 

jämföra den med de redan etablerade metoderna. 

 

I denna forskning har det visat sig att SACF kan användas som ett 

verktyg för att skapa, utvärdera och välja bland strategier. Det är inte en 

ersättning utan ett komplement till de redan existerande metoderna. 

Med andra ord, kan den ge utvärderaren ytterligare information som 

inte kan tillhandhållas av SWOT och PEST.  

 

Nyckelord: SACF, SWOT, PEST, Risk Analys, Strategisk Riskhantering, 

Strategisk hantering.   
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Abbreviation 
This section contains the abbreviation used in the research. 

ICT4D: Information and Communication Technology for Develop-

ment. 

EU: European Union. 

RAND: Research and Development. 

ISO: International Organization of Standardization. 

SACF: Quantitative Scenario-Based Assessment of Contextual Fac-

tors. 

PMCL: Preference Multi-Criteria Library. 

SWOT: Strengths, Weaknesses, Opportunities and Threats. 

PEST: Political, Economic, Social-Cultural and Technology. 

RAP:  Risk Assessment Process. 

RI: Risk Identification. 

RA: Risk Analysis. 

RE: Risk Evaluation. 

PMESII-PT: Political, Military, Economic, Social, Information,     

        Infrastructure, Physical environment and Time. 
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1 Introduction 
Risk is part of every human endeavor. From the moment an individual 

wakes up in the morning it will be exposed to risks of different degrees, 

some are voluntary while some are not. Traditionally the term risk has 

been associated with negative impacts, meaning threats to an outcome 

(Damodaran 2007). However, risks can also mean opportunities (Rayner 

2004). Over history, risk has been part of the most valuable inventions of 

our time by either the desire to remove it or expose ourselves to it. This 

makes risk a vital part of development which in turn makes it an 

important topic for any organization (Damodaran 2007). Knight (2010) 

states every organization must expose itself to risk to be able to generate 

profit. For this reason organizations must use effective risk management 

in order to maximize the potential for profit while minimizing its threats 

(Björkstrand & Riis 2012). ISO (International Organization of 

Standardization), which is an international standardization organization, 

has developed principles and guidelines to help organizations to 

manage their risks in an efficient way. The standard is based on a 

general level which allows it to be applied in any level of an 

organization (ISO 31000:2009). In other words, it can be used on the 

operating as well as the strategic level (Sekhar 2010). This research 

focused on the strategic level of an organization. Furthermore, there are 

a lot of different definitions of risk (Björkstrand & Riis 2012). After 

reviewing a number of definitions of risk the author of this thesis 

produced the following: 

 

“An internal or external uncertainty which may affect the outcome of an 

organizational activity in a positive (Opportunity) or a negative (Threat) way”. 

 

In an organization it is very important to be aware of the risks that arise 

in the environment. All business must react on events and pressures that 

occur in the environment such as supply shortages, new products from 

competitors or other actions that may affect the organization in either a 

positive or negative manner. This means managers need to become 

strategically aware. A lack of strategic awareness would be a great loss 

for organizations. It will most likely lead to the organization being 

excluded in the market by other competing forces. This makes strategic 

management a crucial part to regard, in order to steer and preserve the 

organizations well-being (Thompson & Martin 2010). There are a lot of 
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different definitions of strategic management, but the following 

definition described by Thompson and Martin (2010) was used in this 

research: 

 

“Strategic management is the process by which organizations determine their 

purpose, objectives and desired levels of attainment; decide on actions for 

achieving these objectives in an appropriate timescale, and frequently in a 

changing environment; implement the actions; and assess progress and results”. 

 

As risk management is a crucial part of managing uncertainties, it is 

important to incorporate this into strategic management in order to be 

able to identify and manage risk in a highly uncertain environment 

(Frigo & Anderson 2011). This integrating work of risk- and strategic 

management is defined according to Frigo & Anderson (2011) as 

followed:  

  

“Strategic Risk Management is a process for identifying, assessing and 

managing risks and uncertainties, affected by internal and external events or 

scenarios, that could inhibit an organization’s ability to achieve its strategy and 

strategic objectives with the ultimate goal of creating and protecting 

shareholder and stakeholder value”. (Frigo & Anderson 2011) 
 

1.1 Background 

There are numbers of strategic tools that can be used in the purpose of 

supporting the strategic management process. This includes the support 

of information generation, providing a structure for analysis, encourag-

ing communication of ideas, assisting with coordination and control and 

also symbolic purposes (Clark 1997). These tools can be more or less ap-

propriate depending on where in the process it gets to be applied on 

and the type of organization. Managers should therefore take the re-

sponsibility to conclude which are more efficient and suitable for a giv-

en situation. In this conclusion the ability of combining different strate-

gic approaches is another consideration that can be of interest. This op-

tion may assist in the improvement of the quality in decision making 

(Alkhafaji 2003). Examples of tools and techniques for strategic analysis 

are (Anfonina & Chalupksky 2012; He, Antonia & Rosa 2012, Gunn & 

Williams 2007; Frost 2003): 

- SWOT analysis 

- PEST analysis 

- Cost-Benefit analysis 
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- Benchmarking 

- Net Present value 

- Customer satisfaction 

- Employee attitudes 

- Price analysis 

- Brainstorming 

- Resource analysis 

- Life Cycle Cost analysis 

- Competitor analysis 

- Stakeholder analysis 

- Key success factor 

 

As mentioned there are many established strategic tools in strategic 

management. SACF (quantitative Scenario-based Assessment of 

Contextual Factors) on the other hand is a newly developed framework. 

It was developed by Talantsev et al. (2013) and was aimed at evaluating 

contextual factors of ICT4D projects (Information and Communication 

Technology for Development). The method was supposed to be a “quick 

and dirty” alternative to evaluate how much certain external factor 

influenced the end result. As Talantsev et al. (2013) made this 

framework for ICT4D projects there is a lack of knowledge of its 

possible benefits and how well the method can work as a tool in 

strategic risk management. For more information about SACF, the reader is 

referred to Chapter 2.6. 

 

1.2 Aim and Delimitation 

For this reason, the aim of this research was to evaluate the use of SACF 

on a strategic level. This was done by firstly identifying SACFs place in 

strategic management. It was also done by comparing it with the ISO 

standard for effective risk management (ISO 31010, ISO 31000-2009). 

Lastly, this research applied the method to two cases. One case was 

taken from impact assessments reports published by the European 

Commission and the other from the RAND Corporation. 

 

The EU commission has been established to ensure the EU’s actions are 

effective. Its purpose is to conduct assessments on for example the 

impact of policies, legislation and trade agreements within different 

areas. The commission has then the right to propose laws for adoption 

by the European Parliament and the Council of the EU. The commission 

is responsible for each stage from planning to implementation. The 

impact assessments are public and are published on the EU 
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commission's website. 

 

As explained above the second case was acquired from the RAND 

Corporation (Research and Development) of which the development of 

the case was conducted by the RAND Project AIR FORCE (PAF), a 

division of the RAND Corporation. This division is the U.S. Air Force´s 

federally funded research and development center for studies and 

analyses. The RAND Corporation is a research organization that 

develops solutions to public policy challenges. This is to help make 

communities in the world safer and more secure, healthier and more 

prosperous. RAND is a nonprofit and nonpartisan organization that is 

committed to the public interest. 

 
The related objectives can be seen below: 

 

Objective 1: To identify how the approach can be applicable in strategic 

management, 

Objective 2: To examine the approach from ISO 31000-2009 perspective,  

Objective 3: To identify advantages and disadvantages with the approach, 

 

1.3 Research question 

Research question: What are the possible benefits from using SACF in strategic 

management? 

 

Below are the relevant sub-questions: 

 

- Where in the strategic management process can SACF be useful? 

- Does SACF follow the definitions for effective risk management 

tools set by the ISO 31000-2009? 

- What can a SACF evaluation provide in strategic risk manage-

ment? 

- What are the advantages and disadvantages of SACF compared 

to the two most commonly used strategic tools? 
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2 Theory 
This chapter presents the necessary theory to understand and 

comprehend the following chapters.  
 

2.1 Strategic management 

Strategic management, strategic planning and business policy are three 

terms that are usually used in organizations today. All of these terms are 

related and they deal with efforts in management to confront situations 

that arise in the organization while at the same time trying to achieve 

the defined goals and objectives of the organization (Alkhafaji 2003). As 

there is no standard for strategic management many literature brings up 

this topic and tries to define what it exactly is, but in general many of 

authors are agreed upon that strategic management consists of 

formulating, implementing, and evaluating decisions that enable an 

organization to achieve its objectives in an ever changing environment.  

Strategic planning is a very well used term within strategic management. 

In many texts strategic planning refers to the work of formulating the 

strategy while others uses it as a synonym with strategic management 

(David 2010). In general strategic planning can be seen as formal or 

informal process where the informal strategic planning is more based on 

the intuition and experience of the manager (Bracker & Pearson 1986). 

There have been several studies regarding how dependent the financial 

performance is due to the way strategic planning is conducted. But there 

is a clear statement that formal strategic planning with clear process 

view is a necessary condition for higher performance in the organization 

(McKiernan & Morris 1994).  Furthermore, most organizations rely on 

such of formal process (Glaister & Falshaw 1999). Yet there are many 

different formal strategic planning and management processes 

described by different authors and other scientists. Authors such as 

Thompson & Martin (2010) concludes that there are 5 basic steps in 

strategic management which are appraisal of current situation and 

current strategy, determination of desirable changes to objectives and/or 

strategies, search for choices of suitable course of action, implementation 

of changes and monitoring progress. Other argues that in the strategic 

management process there are only three steps based on strategy 

formulation, strategy implementation and strategy analysis (Henry 

2008). Confusion can arise by the numbers of different theories about 

how many and which steps the strategic management process consists 



Strategic Risk Management  2014-09-08 

Agon Abazi & Tobias Schavon  

13 

of. But when investigating the actual parts of the strategic management 

processes defined by different authors it can be concluded that many 

shares the same content. Furthermore most textbooks describe a similar 

general sequence of elements in the process as depicted in following 

Figure 2.1 (Hahn 2013). 
 

Environmental 
Scanning

Strategy 
Formulation

Implementation
Evaluation and 

Control

Figure 2.1 – Strategic Management Process 

 

The process of strategic management involves four basic steps as 

showed in the figure above; environmental scanning, strategy 

formulation, strategy implementation and evaluation and control. These 

steps will further be explained in the following sections. 
 

2.1.1 Environmental scanning 

The scanning of the environment consists of identifying and analyzing 

internal and external environmental factors that may affect the 

organization (Alkhafaji 2003). The internal environmental factors refer 

to organizational strengths and weaknesses which can be located 

amongst resources, capabilities and core competence within the 

organization. These three factors actually define the foundation of 

competitive advantages which are measured both in quality and 

quantity. Resources are connected to the establishment of organizational 

capabilities. These capabilities are in turn the source of an organization’s 

core competence. Therefore internal environmental scanning involves 

identifying resources, capabilities and core competence that actually 

have a bigger role of value creation (Hitt et al 2007).  These three factors 

may for instance be physical- and human resources, finances, 

production, research and development (Alkhafaji 2003). 

 

The external environmental factors consist of forces and conditions that 

affect within and beyond the organization. It can be difficult to 

distinguish internal and external environmental factors, but a basic rule 

is that all the variables that are, to a certain degree, controlled by the 

manager are internal environmental factors. Those environmental 

factors that are outside of a management´s control are external. The 

approach of identifying and analyzing external environmental factors 

consists of examining the forces and conditions that are and may affect 
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the organization´s strategic options that are beyond its control (Alkhafaji 

2003).  This approach of examining forces and conditions refers to a four 

step process of scanning, monitoring, forecasting and assessing. Scanning 

means to identify early signals of potential changes that arise and detect 

changes that are already in progress in an organizations environment. 

The output of scanning needs to be monitored and this means that 

gathered information from scanning are analyzed to detect meaningful 

patterns in different environmental events and trends. From the events 

and trends that are detected forecasting is conducted to develop 

projections of what may happen and how quickly.  The last part of 

identifying and analyzing external environmental factors is assessing, 

which its objective is to determine the timing and the effects of these 

environmental events and trends on the strategic management of an 

organization (Hitt et al 2007).When both the internal- and external 

environmental factors has been clarified the next step of the process is 

the formulation of the strategy (Alkhafaji 2003).  
 

2.1.2 Strategy formulation 

The purpose of strategy formulation is to create long term plans which 

can guide the organization of how to deal with its environmental 

opportunities and threats in an efficient way. Therefore strategy 

formulation consists firstly of establishing vision, mission, goals and 

objectives (Alkhafaji 2003). Secondly it consists of that strategies are 

created, evaluated and selected David (2010). 

A well-formed vision statement gives a clear picture of what the 

organization wants to be and what it wants to achieve in the future. In 

other words, a vision statement depicts the direction of where the 

organization wants to be in the years to come. In the statement, both 

values and ambitions are expressed, which are intended to affect the 

employees and satisfy the stakeholders. A well-defined vision, which is 

the foundation of the development of the organization´s mission, needs 

to be enduring while the mission statement is often more flexible. A 

mission statement specifies the intention of the organization and the 

reason for being. This means that it reflects the purpose and describes 

the line of business in which the organization intends to compete and 

the customers it intends to serve (Hitt et al 2007). The mission statement 

is more concrete than the vision (David 2010). A stated mission must 

answer the following questions: Who is the organization? What does it 

want to accomplish? What kind of commitment is provided to the 

customers and employees by the organization? After formulating a well-

defined mission this is then turned into objectives and goals (Alkhafaji 
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2003). Goals are general and broad statements that represent the end 

results that an organization seeks to achieve in order to fulfill its mission 

(Steiss 2003). The goals are generally expressing long term results that 

an organization seeks to achieve. Objectives are short-term milestones 

that organization tries to achieve to reach the goals. Objectives state very 

clear direction of action, and they are usually designed to be challenging, 

measureable, consistent, reasonable and clear (David 2010).  

 

The last phase of strategy formulation is that strategies are created, 

evaluated and selected. (David 2010). The key to effectively create 

feasible strategies is to match external- and internal critical success 

factors (David 2010).  But at the same time it is important that the 

developed strategies support the adopted mission and goals. 

(Thompson & Martin 2010) Furthermore, it is crucial that the developed 

strategies are aimed at reaching organizational objectives (Hitt et al 

2007). When there are different potential strategies that may be 

implemented they are evaluated by looking at their appropriateness, 

feasibility and desirability (Thompson & Martin 2005). The 

appropriateness and feasibility may involve aspects such as costs, 

available budget, governmental restrictions or other environmental 

issues. When selecting a strategy following criteria are recommended to 

consider: risk and expected gain, economy of effort, timing of 

alternatives and limitations of resources (Steiss 2003).  

 

2.1.3 Strategy implementation 

The strategic management process continues with strategy 

implementation which involves trying to implement the created and 

chosen strategies into practice and refers to the methods and techniques 

adopted by the organization to execute selected strategy efficiently 

(Thompson & Martin 2010). This may involve that business policy is 

formulated (Steiss 2003), which is a set of rules designed by the 

organization itself to confront a situation that may threat the mission of 

the organization. Its main purpose is to support the accomplishment of 

the objectives but it may also aid the work of formulating, implementing 

and controlling strategy (Alkhafaji 2003). Strategy implementation 

consists of a process of selecting the most appropriate organizational 

structure for the chosen strategy, resource management and change 

management (Roney 2004).  

 

Depending on how the strategy is defined there are different kinds of 

organizational structures that are more or less optimal. This means that 
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changes in strategy may require changes in organizational structure 

(David 2010).  Resource management is about determine what resources 

that is going to be employed and allocation of resources to units within 

the organization that will carry out the strategy (Steiss 2003). All 

organizations that aim to achieve objectives have at least four types of 

resources: financial resources, physical resources, human resources and 

technological resources. Effective resource management is very 

important but it doesn’t guarantee that strategies will successfully be 

implemented. (David 2010).  

 

When implementing a new strategy, which involves changes in the 

organization, barriers may rise which prevents change. The main 

sources of barriers are people that are handled by change management 

which is by far the most difficult aspect of strategic management. To 

overcome people barriers it is needed to persuade targeted individuals 

to share the same vision and actually support the change. These targeted 

individuals are people that will either be implementing the proposed 

changes or those who will be directly impacted by these changes (Steiss 

2003). 

 

2.1.4 Evaluation and control 

The last step of the process consists of ensuring that the organizational 

performance is in accordance with the prescribed set of plans. To 

determine this it is necessary to set performance standards for 

evaluation. This can enable the ability to control if there are any 

deviations, which can support the decision if there is a need of 

corrective actions. The process of strategic management with its 

associated sub processes is illustrated in Figure 2.2 (Alkhafaji 2003).  
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Environmental 
Scanning

Strategy 
formulation

Implementation Evaluation and 
Control

Identify and 
Analyze Internal 
Environmental 

Factors

Identify and 
Analyze External 
Environmental 

Factors

Define Vision and 
Mission 

Define Goals and 
Objectives 

Select 
Organizational 

Structure

Resource 
Management

Development of 
standards 

Evaluation of 
organizational 
performance

Create, Evaluate 
and Select 
strategy

Change 
Management

Control of 
organizational 
performance

 
Figure 2.2 – Strategic Management with associated sub processes 

 

2.2 Strategic tools 

Decision takers are increasingly using management tools to deal with 

uncertainty in order to increase organizational performance (Wright, 

Paroutis & Blettner 2013). There are a number of articles which discuss 

the objectives of strategic tools (Clark 1997; Frost 2003; Wright, Paroutis 

& Blettner 2013; Langley 1989). Clark (1997) states the objectives of a 

strategic tool are to generate information and to provide a structure for 

analysis. This first means the tools should support the gathering of the 

initial information needed. The latter means it should have structured 

step by step instructions of how the analysis should be executed. Wright, 

Paroutis & Blettner (2013) states one of them is also to aid and guide 

managerial decision making to help communicate direction for strategic 

action. In other words, help decision takers to make better and more 

informed decisions. These objectives are summarized below: 

 

- Information generation. 

- Provide structure for analysis.  
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- Aid and guide managerial decision making to communicate di-

rections for strategic action. 

2.2.1 Commonly used strategic tools 

Anfonina and Chalupsky (2012) made a research where the aim was to 

investigate the awareness, satisfaction and utilization of strategic 

management tools in 74 different organizations in Czech Republic. The 

results showed that SWOT analysis was most utilized which also gave 

high satisfaction of its performance amongst the managers in different 

organizations. Customer satisfaction analysis, analysis of view and 

employee attitudes, price analysis and cost benefit analysis (CBA) also 

highly used, but were less popular than SWOT. He, Antonio and Rosa 

(2012) made a research almost similar to Anfonina and Chalupsky´s, but 

limited the scope of only investigating the usage of strategic tools. By 

analyzing 158 different organizations in China the results showed that 

SWOT analysis is the most utilized tool. This is then followed by PEST 

Analysis, Brain storming and Resource analysis.  Gunn and Williams 

(2007) investigated the usage and adoption of different strategic tools 

amongst different organization in UK. In the result, of which 149 

different organizations were considered, it was shown that SWOT 

analysis was ranked number one as the most applied tool. 

Benchmarking, critical success factors, competitor analysis and 

stakeholder analysis followed in this ranking list in descending order. 

The results of the three different investigations are summarized in Table 

2.1. 

 

Table 2.1 - Strategic tools 

 Investigations 

Rank 

Anfonina & 

Chalupsky He, Antonio & Rosa Gunn & Williams 

1 SWOT SWOT SWOT 

2 

Customer 

satisfaction analysis PEST analysis Benchmarking 

3 

Analysis of view/ 

employee attitudes Brain storming Key success factor 

4 Price analysis Resource analysis Competitor analysis 

5 CBA Life Cycle Analysis Stakeholder analysis 

 

A disadvantage of the three investigations is that they more or less don’t 

consider in which part of the strategic management process the tools are 

practiced. Nevertheless the results provides with relevant information 
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where it is possible to conclude that the majority of the tools are merely 

based on non-quantitative risk approaches. However, there are re-

searches which take into account the whole strategic management pro-

cess such as in Frost´s (2003) research. The aim of Frost´s research was to 

investigate the use of strategic tools in organizations in Western Austral-

ia, Singapore, Hong Kong and Malaysia. A six stage strategic framework 

was considered to provide for 36 core strategic tasks. The researcher 

concluded that generally SWOT and PEST along with financial ratio 

analysis and budgeting were mostly utilized. This conclusion doesn’t 

take into account how the result is for each country, but instead for the 

overall region. Therefore, a more detailed result, which is captured in 

Frost´s investigation, is needed to visualize where the result is focused 

by country. This can be seen in Table 2.2. 
 

Table 2.2 Strategic tools 

 Frost´s investigation 

Rank Australia Hong Kong Malaysia Singapore 

1 SWOT SWOT SWOT SWOT 

2 Benchmarking PEST / Budgets PEST / Budgets Benchmarking 

3 PEST Financial ratio Financial ratio PEST 

4 CBA 

Budgeting/ cost 

benef. 

Budgeting/ focus 

grps 

CBA/  Budgets / 

Key success 

factors 

5 Budgeting - - 

Budgeting / 

Financial ratio 

 

The research by Frost was more comprehensive, than the three other 

investigations presented in Table 2.1.  Frost´s research provided with a 

more holistic view of what kind of strategic tools that were applied in 

different stages in the strategic management process. The research also 

presented a good overview of which of the strategic tools that are 

mostly used in different countries. In Hong Kong and Malaysia there 

were no tool identified in the last rank. The reason for this is because 

there were numbers of tools that shared the last rank, but there were no 

significant usage differences between those. From the results in Table 2.2 

it is clarified that SWOT analysis is mostly applied amongst all the four 

countries. Benchmarking and PEST along with Budgets were also highly 

ranked in the investigation. Table 2.2 enables the ability of arguing that a 

big part of strategic tools that are practiced in organizations today in 

Australia, Hong Kong, Malaysia and Singapore are characterized by 
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methods that use non-quantitative risk approaches. Why this pattern 

and phenomenon exists is not clarified in the researches. 

 

It is of interest to analyze the results of the four researches by doing a 

quantitative analysis of qualitative data. The purpose of this is to 

calculate which strategic tool is the most geographically widespread. 

This is done by compiling the results from Table 2.1 and 2.2 and sum up 

each tool by considering the countries they are used in.  SWOT obtains 

the value seven which indicates that it is applied in seven different 

countries. Beside this SWOT is also top ranked all of the seven countries. 

PEST analysis obtains the value five followed by Cost benefit analysis 

and Budgeting which each of these obtained the value four. 

Benchmarking, Financial ration analysis and Budgets obtained each a 

total value of three and key success factor a total value of two.  As for 

the rest of the strategic tools presented there were no pattern of global 

spreading, therefore the numerical value of them all is one. A conclusion 

can be drawn that the two most widespread strategic tools are SWOT 

and PEST. But Budgeting and Cost benefit analysis are also other tools 

that are commonly used. The quantitative analysis of qualitative data is 

presented in Table 2.3 which can be seen on the next page. 
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Table 2.3 Quantitative analysis of qualitative data  

 

 

Strategic Tool 

 

Anfonina & 

Chalupsky 
He, 

Antonio 

& Rosa 

Gunn & 

Williams 
Frost  

Czech 

Republic 

China UK Australi

a 

Singapore Hong 

Kong 

Malaysi

a 

Tota

l 

SWOT 1 1 1 1 1 1 1 7 

PEST 0 1 0 1 1 1 1 5 

Customer 

satisfaction 

1 0 0 0 0 0 0 1 

Employee 

Attitudes 

1 0 0 0 0 0 0 1 

Price A. 1 0 0 0 0 0 0 1 

Brain storming 0 1 0 0 0 0 0 1 

CBA 1 0 0 1 1 0 1 4 

Resource A. 0 1 0 0 0 0 0 1 

LCCA 0 1 0 0 0 0 0 1 

Benchmarking 0 0 1 1 0 0 1 3 

Key success 

factor 

0 0 1 0 0 0 1 2 

Competitor A. 0 0 1 0 0 0 0 1 

Stakeholder A. 0 0 1 0 0 0 0 1 

Financial ratio 

A. 

0 0 0 0 1 1 1 3 

Budgeting 0 0 0 1 1 1 1 4 

Budgets 0 0 0 0 1 1 1 3 

 

2.3 ISO standard for effective Risk Management 

As mentioned before, all activities within an organization involve risks. 

Organizations manage these risks by identifying, analyze and 

evaluating them. ISO 31000-2009 describes this systematic and logical 

process in detail to ensure the highest efficiency. It contains a number of 

principles, a fully covering framework and the overall process. The 

benefits from to follow this international standard are many. For 

example it enables (ISO 31000-2009): 

 

- An increase of the possibility to reach the organizational goals. 

- To get aware of the need to identify and handle risk within the 

organization. 

- An increase of the possibility to identify possibilities and threats. 

- To follow relevant laws and regulations. 

- An increase of stakeholders trust. 
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- Minimize lose. 

Many organizations existing methods and processes for managing risks 

has already taken a formal form for certain situations. In these cases an 

organization can decide to conduct an evaluation of its existing methods 

and processes in the light of the ISO standard. The reason is to see if 

their way of working is efficient or not. The principles of the ISO 

standard are very general. It describes for example how the risk 

management has to be tailor-made to the organization. It also mentions 

that risk management should be a systematic and iterative process 

which supports the decision making which leads to continuous 

improvements of the organization. The framework provided in the ISO 

standard does not mean to describe a concrete way to manage but to 

support the integration of risk management in an organizations overall 

management. The framework should therefore be customized to the 

organizations special needs. It involves activities like a definition of the 

overall risk management policy, formal communication, rules for 

reporting, continuous improvement of the framework, implementing 

and control (ISO 31000-2009). These parts of the ISO standard will not be 

covered in this research as it is too general and does not support its 

purpose. The purpose of this research is instead to see how SACF 

correspond with the RAP (Risk Assessment Process). This process 

involves a number of activities which can be seen in Figure 2.3. 

 

 

 
 

Figure 2.3 – Risk Assessment Process (ISO 31010) 
 

2.3.1 Risk Identification: 

Risk identification involves the process of finding, recognizing and 

recording risks. In other words, to identify the sources that could have 

an impact upon the organizational activity. Furthermore, it involves 

identifying the nature of the impact itself. It can include: 
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- Check-lists and reviews of historical data, 

- A systematic team which follows a structured process to identify 

risks. 

Commonly used risk identification techniques are for example 

brainstorming and the Delphi methodology (ISO 31010). 
 

2.3.2 Risk Analysis: 

Risk analysis is about understanding the risks. It means to provide an 

input to risk assessment about which risks that needs to be managed 

and the best way to do so. It means to identify the level of risk which 

consists of its probability and consequence. This means the factors that 

affect these elements should be identified. An event can have multiple 

consequences and affect multiple objectives at the same time. Often 

more than one technique may be required for situations. Methods used 

analyzing risks can take three forms, namely (ISO 31010): 

 

- Qualitative. 

- Semi-quantitative. 

- Quantitative. 

Qualitative assessment defines the level of risk, hence consequence and 

probability by significance levels such as ‘low’, ‘medium’ or ‘high’. 

Semi-quantitative methods use numerical scales to produce the level of 

risk by using a formula. Scales may be logarithmic, linear or have some 

other kind of relationship. Quantitative analysis estimates practical 

values for consequence and probability, and produces the values of level 

of risk in specific units defined when developing the context. 

Quantitative analysis is not always possible due to lack of data. In this 

case qualitative or semi-quantitative analysis combined with judgment 

from specialists is preferable. In the case of a qualitative analysis there 

should be a clear explanation of all terms and the basis for all criteria 

(ISO 31010). 

 

Consequence Analysis 

 

Consequence analysis means to determine the nature and magnitude of 

the impact on a circumstance. An event can have affect different 

objectives and have a range of magnitudes associated with it. It can take 



Strategic Risk Management  2014-09-08 

Agon Abazi & Tobias Schavon  

24 

form from everything from a simple description to a fully detailed 

quantitative model (ISO 31010). 

 

Probability Estimation 

 

There are three commonly used approaches to estimate probability. 

These may be used individually or combined. The approaches are (ISO 

31010): 

 

- Historical data. 

- Forecasts. 

- Expert opinion. 

Historical data means to identify the probability using the past experi-

ences. It is then very important the data used is relevant to the system, 

facility, organization and activity. Forecasts means to try and predict the 

future using for example fault tree analysis and event tree analysis. 

Numeric data of for example equipment and systems from operational 

experience are then combined to produce an estimate of the probability. 

Simulation techniques may have to be used in order to generate proba-

bility of equipment. Expert opinion can be used in a structured and sys-

tematic process to estimate probability. These judgments should be 

made from considering all available and relevant information. This 

could be historical data, system-specific, organizational-specific, exper-

imental etc. Some available techniques are the Delphi approach, paired 

comparisons and absolute probability judgments (ISO 31010). 

2.3.3 Risk Evaluation 

Risk evaluation means to use the information gained from the analysis in order 

to make decision about future actions. Decision may include the following (ISO 

31010): 

 

- If a risk needs treatment. 

- Priorities for treatment. 

- If an activity should be undertaken. 

- Which path to follow. 

In this stage the risks can be divided into three bands (ISO 31010): 

 

- Upper band:  Risk is intolerable. Treatment essential. 
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- Middle band: Where cost and possible benefits, are taken into ac-

count and opportunities balanced against potential consequences. 

- Low: Risk is negligible. Treatment not essential. 

2.4 SWOT 

SWOT stands for Strengths, weakness, opportunity and threat. The 

method is a very helpful tool for organizations. It can help an 

organization to understand its better and identify possible threats. It can 

be a source of information for strategic planning and help an 

organization to identify its core competencies. It is a tool that can be 

applied in a lot of different aspects of an organization (Hindle 2000). It 

starts by identifying the strengths and weaknesses of a business unit 

and the opportunities and threats it is faced with. A SWOT analysis is 

often modeled as a matrix plotting the internal (Strengths & weaknesses) 

versus the external (Opportunity & Threats) and positive (Strengths & 

Opportunities) versus negative (Weaknesses & Threats). This can be 

seen in Figure 2.5. SWOT is a relatively simple technique which can be 

very useful in complex situations (Emblemsvåg & Kjolstad 2002). 
 

 
Figure 2.5 – SWOT example (Weihrich 1999) 

 

2.4.1 Advantages 

There are a lot of advantages with SWOT analysis. These will be 

discussed below followed by a discussion of its limitations. This is a 

collection required from Ferrell & Hartline (2012), Henry (2008), Pahl & 

Richter (2009) and Brennan (2009).  

 

Problem Domain: 

 

SWOT analysis can be applied in most situations. It can be applied on a 
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whole organization, organizational unit, team or individual. It can for 

example be applied to evaluate a service, product, brand, business 

process, partnership or the outsourcing of a business function.  

 

Application Neutrality: 

 

SWOT analysis is used for a specific purpose and uses brainstorming to 

identify the factors that are favorable and the ones that are not to 

achieve the purpose. This remains the same whether it is used for 

product development, opportunity analysis, competitive analysis, 

strategic planning or creating a vision. 

 

Multi-Level Analysis: 

 

SWOT analysis can provide valuable information and help to decide a 

strategy. For example if it turns out an weakness of the organization is 

lack of qualified employees then perhaps outsourcing needs to be 

considered.  Similarly, if an identified threat is a new government 

regulation regarding a product design might mean a proposed 

investment in a new production line should be more carefully evaluated. 

 

Data Integration: 

 

With SWOT analysis data from qualitative and quantitative sources can 

be combined to make a better evaluation. Access to a range of data from 

a multiple sources enhances decision making, improves communication, 

enterprise-level planning, policy making and helps to coordinate 

operations. 

 

Simplicity: 

 

A SWOT analysis is a relatively simple technique which does not require 

a lot of expertise. It can be performed by anyone who has knowledge 

about the industry and business in question.  

 

Cost & Time: 

 

These criteria are extensions to the one above. As it does require not any 

special expertise there is no need to hire an external consultant. It will 

instead be conducted by a number of staff members. As SWOT analysis 

is a very simple method it can be conducted in a short amount of time. 
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2.4.2 Disadvantages 

These are the disadvantages with SWOT analysis. 

 

No Weighing Factors: 

 

The tool does not provide any mechanism to prioritize the different 

factors. As a result, the factors true impact cannot be determined. 

However, there are a number of tries to extend the SWOT approach.  In 

for example Emblemsvåg & Kjolstad (2002) article, the authors have 

made a weighing matrix to try and compensate for this limitation. This 

research will however use the original SWOT analysis as a comparison 

to the SACF method. 

 

Ambiguity: 

 

SWOT analysis creates a model where each identified factor is viewed 

either as a strength, weakness, opportunity or threat. However, a factor 

could not be an opportunity and a threat at the same time.  

Subjective Analysis: 

 

For the best business performance, decisions must be based on relevant, 

reliable and comparable data. However, the SWOT approach is 

relatively subjective and the analysis will be full with biases of the group 

who conducted it.  

 

Too Much Data: 

 

While conducting a SWOT analysis with a high number of employees, 

there might be a lot of information and ideas generated. This could 

possibly make it harder to reach a decision about what the best solution 

might be. It could also mean a lot of data is generated which has no use 

at all. 
 

2.5 PEST Analysis 

PEST stands for Political, Economic, Social and Technology (Peng & 

Nunes 2007). PEST analysis can also be referred as STEP (Clulow 2005), 

SEPT (Narayanan & Fahey 1994) and STEEP (Voros 2001). It is a tool 

within stakeholder analysis (Thompson 2005) which is an analytical 

framework of macro-environmental factors which provides a “satellite 

view” of the external environment (Ward & Rivani 2005). It is based on a 

basic assumption that the success cannot be understood without the 
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relevant information to the specific business environment (Buchanan & 

Gibb 1998).  

 

The political-, economic-, social- and technology factors are not 

independent of each other, many of these factors have more or less a 

relationship (Johnson et al 2006). The economic factor refers to forces 

that affect how easy or difficult it is to be successful and profitable at 

any time because they affect both capital availability and cost, and 

demand (Thompson & Martin 2005). The economic condition can affect 

the timing and success of particular strategies. Similar terms apply 

when there is an opportunity to exploit a particular strategy. The success 

of the implementation of this strategy may be dependent on the existing 

demand which exists in growth conditions and not in recession 

(Koumparoulis 2013).  

 

Generally a depressed economy is a threat which may result in a 

number of organizations going out of business. But at the same time this 

may be an opportunity for others. Economic conditions are influenced 

by politics and governmental policy. The political factor refers to forces 

from governmental decisions that may affect the organization which 

consists of laws, governmental agencies and pressure groups that 

influence and limit various organizations and individuals in a given 

society (Kotler et al 2008). 

 

Decision made by the government will affect organization both directly 

and indirectly as they provide both threats and opportunities 

(Thompson 2005). Technological factor includes forces that create new 

technologies, new products and new market opportunities (Kotler et al 

2008). Technology that is external to the organization can be captured 

and used. This factor can be influenced by the government support and 

encouragement. New technological breakthrough can lead to new 

created industries which may involve new threats to an existing 

organization. Forces of demand and tastes which arises amongst people 

are referred as social factor. These demands and tastes can vary with 

fashion and disposable income, and as mentioned changes provide both 

opportunities and threats for organizations (Thompson 2005).  
 

2.5.1 Advantages 

The following section presents some advantages of the PEST – analysis 

that are argued by Koumparoulis (2013), Hopkin (2012), Burt et al (2006), 

Peng and Nunes (2007) and Johnson et al (2006).  
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Multi-Level Analysis: 

 

PEST analysis facilitates an understanding of the wider environment. 

This in turn encourages the development of external and strategic think-

ing. This approach facilitates the identification of organization opportu-

nities and helps to anticipate future business threats. This gives enough 

with the basic conditions to avoid or minimize impact of threats.  

 

Data Integration: 

 

For an efficient PEST analysis to be conducted both qualitative and 

quantitative data are used to depict the factors that affect the 

organization.  For instance the economic factors in PEST analysis may 

refer to interest rates, money supply, inflation, unemployment and so on.  

 

Simplicity: 

 

PEST analysis is a simple framework with no complex approaches. 

Anyone that has enough of knowledge about the organizational 

environment can conduct this approach.  
 

2.5.2 Disadvantages 

The following section presents the disadvantages of the PEST analysis 

which is argued by the same authors as the above section of chapter 

2.5.1.  

 

Problem Domain 

 

PEST analysis is only applied in those situations when it is necessary to 

understand the organization environment in more depth. This means 

that PEST analysis is used to analyze the position of a particular 

organization or to analyze the viability of general management solutions 

in an organizational environment. Nevertheless, it can only be used as 

an environmental scanning tool. 

 

No Weighing Factors: 

 

The PEST analysis doesn’t provide any guideline of how to prioritize or 

further use the raw data collected. It only depicts an approach of in 

what manner one should think when identifying the external 

environment that has an impact on the organization.  
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Subjective Analysis: 

 

Depending on who is conducting the PEST – analysis the result can vary. 

This means that the amount of data used for decisions can be over- 

simplified. Another risk is that the data can be based on assumptions 

that subsequently prove to be unfounded.  

 

Too Much Data: 

 

PEST-analysis needs to be undertaken on a regular basis to be effective. 

As described under the topic of ambiguity there is a risk of capturing 

too much data which can make it more difficult to see priorities.  

 

Cost & Time: 

 

PEST-analysis requires different people involved with different 

perspectives. Access to other quality external data sources can be time 

consuming and costly. 

 

2.6 SACF 

SACF is a framework originally developed by Talantsev et al (2013) for 

managing development projects. It meant to examine and give an 

approximation how much the contextual factors of a project, influences 

the outcome (Talantsev et al. 2013). A contextual factor can be seen as an 

external uncertain condition that can have a positive of negative impact 

on an activity. The concept of contextual factors can be directly 

translated to the concept of risk, since both are a positive or negative 

effect of uncertainty on objectives. SACF was intended to be used as a 

“quick and dirty” evaluation of the environment. It can be used where 

there is a lack of statistical and historical data. Talantsev et al. (2013) also 

mean even if this data would be available it could be too time 

consuming to take everything into account and the method can be used 

to make a complex situation more comprehendible. There is also a 

recommendation to only use seven contextual factors as the calculation 

can become too complex. SCAF consists of nine steps, which can be 

categorized into three phases. These phases and steps are summarized 

below and will be explained in the following sections. 

 

1. Scenarios elicitation: 
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a. Specify extreme cases for factors. 

b. Estimate impact of contextual factors. 

2. Processing: 

a. Translate linguistic values into numeric. 

b. Define input variables. 

c. Generate trials for factor. 

d. Calculate impact for each trial. 

e. Aggregate outputs impacts for each factor. 

3. Presentation: 

a. Analyze samples. 

b. Classify factors. 

2.6.1 Scenarios elicitation 

In this phase experts decide of what contextual factors to use. The table 

of contextual factors provided by Talantsev et al. (2013) cannot be used 

as it was made for ICT4D projects. This means the factors have to be 

identified in some other way. To identify these factors Talantsev et al. 

(2013) mean the PEST categorization presented in Table 2.4 should be 

used. It is advised to only use seven contextual factors as a higher 

number might be overwhelming to assess (Talantsev et al. 2013).  
 

Table 2.4- Contextual factors 

Category Contextual factors Factor# 

Political  1 

Economical  2 

Social-cultural  3 

Technical  4 

 

Step 1: Specify extreme cases for factors. 

 

Every given factor should be given an assumed level. At this step 

evaluators should try and define to what extent it might deviate from 

this level, in the negative respectably positive direction. In other words, 

it should first be given a value for the assumed scenario followed by a 

value for the “worst” and “best” case value scenarios. The assumed level 

and deviations defined in degrees on a twelve-value linguistic scale 

(Talantsev et al. 2013). This is presented in Table 2.5. 
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Table 2.5 Factor Magnitude   

Scenario: Linguistic term: Abbreviation: 

Worst case 

Minimal plausible magnitude MIPM 

Enormously lower EL 

Substantially lower SUL 

Somewhat lower SOL 

Slightly lower SLL 

Not or Negligibly lower NNL 

Best case 

Not or Negligibly higher NNH 

Slightly higher SLH 

Somewhat higher SOH 

Substantially higher SUH 

Enormously higher EH 

Maximum plausible magnitude MAPM 

 

Step 2: Estimate impact of contextual factor 

 

For the worst-, best- and most likely case scenarios the evaluator must 

now estimate a given contextual factors impact on the outcome. The 

impact can either be a threat or a favor. This is done by a twelve-value 

linguistic scale showed in Table 2.6 (Talantsev et al. 2013).  

 
Table 2.6 Factor Impact  

Affect: Linguistic term: Abbreviation: 

Threat 

Blocked/terminated B 

Enormously threatened ET 

Significantly threatened SIT 

Somewhat threatened SOT 

Slightly threatened SLT 

Not or Negligibly threatened NNT 

Favor 

Not or Negligibly favored  NNF 

Slightly favored SLF 

Somewhat favored SOF 

Significantly favored SIF 

Enormously favored EF 

Safe/guaranteed S 

 

2.6.2 Processing 

The following steps constitute a Monte-Carlo simulation.  This phase 

was not presented with the case application as a program was used for 

the simulation. In other words, step three to seven with its respective 

equation (1), (2), (3) and (4) was calculated using PMCL version 0.9.4 

(Preference Multi-Critera Library) 
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Step 3: Translate linguistic values into numeric 

 

In this step factor magnitude linguistic evaluations are translated into 

numeric values. This is presented in Table 2.7. Furthermore, the 

linguistic scales for the factor impact are mapped with the numeric 

representations which are shown in Table 2.8 (Talantsev et al. 2013). 

 
Table 2.7 Factor Magnitude translated into numeric values 

Scenario: Linguistic term Numeric value 

Worst case 

Minimal plausible magnitude -8 

Enormously lower -5 

Substantially lower -3 

Somewhat lower -2 

Slightly lower -1 

Not or Negligibly lower 0 

Best case 

Not or Negligibly higher 0 

Slightly higher 1 

Somewhat higher 2 

Substantially higher 3 

Enormously lower 5 

Maximum plausible 

magnitude 

8 

 
Table 2.8 Factor Impact translated into numeric values 

Affect: Linguistic term: Numeric value: 

Threat 

Blocked/terminated -8 

Enormously threatened -5 

Significantly threatened -3 

Somewhat threatened -2 

Slightly threatened -1 

Not or Negligibly threatened 0 

Favor 

Not or Negligibly favored  0 

Slightly favored 1 

Somewhat favored 2 

Significantly favored 3 

Enormously favored 5 

Safe/guaranteed 8 

 

Step 4: Define input variable 

 

Given the numeric numbers of the worst (a), best (b) and most likely (c) 

scenarios, the Factor magnitude (x) can be represented as a random 

variable with a triangular probability density function 𝑓𝑥  shown in 

equation (1) (Talantsev et al. 2013).  
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𝑓(𝑥|𝑎, 𝑏, 𝑐) =

{
  
 

  
 

   0               𝑓𝑜𝑟 𝑥 < 𝑎,

2(𝑥 − 𝑎)

(𝑏 − 𝑎)(𝑐 − 𝑎)
        𝑓𝑜𝑟 𝑎 ≤ 𝑥 ≤ 𝑐,

2(𝑏 − 𝑥)

(𝑏 − 𝑎)(𝑏 − 𝑐)
      𝑓𝑜𝑟 𝑐 ≤ 𝑥 ≤ 𝑏

 0             𝑓𝑜𝑟 𝑏 < 𝑥

 
(1) 

 

 

 

Step 5: Generate trials for factor 

 

At this step the factor magnitude which is a random variable is sampled 

through generating n random variate. To find a random variate for the 

given function (1), the following routine is run where F(c) = (c-a)/(b-a) 

(Talantsev et al. 2013).  

 

1. Generate a random variable u ~ U(0,1), 

2. The variate equals to equation (2), which is derived from the cu-

mulative distribution function of 𝑓𝑥. 

{
𝑋 = 𝑎 + √𝑈(𝑏 − 𝑎)(𝑐 − 𝑎)       0 < 𝑈 < 𝐹(𝑐)

𝑋 = 𝑏 − √(1 − 𝑈)(𝑏 − 𝑎)(𝑏 − 𝑐)       𝐹(𝑐) ≤ 𝑈 < 1
 

(2) 
 

 

Step 6: Calculate impact for each trial 

 

Now it is time to calculate the impact of each generated factor 

magnitude on each given project outcome function (3). Each factor 

magnitude on project outcome (j) is presented as a linear function yj = I(x) 

of a factor impact defined as (3). As contextual factors are in a “positive 

language” it can be assumed that yj = I(x) am monotonically increasing. 

For i = 1 to n, where n is the number of trials, and from j = to K, where K 

is the number of projects outcomes, obtain yj,I according to equation (3) 

(Talantsev et al. 2013).  

 

𝑦𝑗,𝑖 = 

{
 
 

 
 

𝑦𝑗
0+

(𝑥𝑖 − 0)(𝑦𝑗
− − 𝑦𝑗

0)

𝑥−0
𝑥− ≤ 𝑥𝑖 < 0

𝑦𝑗
+ +

(𝑥𝑖 − 𝑥+)(𝑦𝑗
0 − 𝑦𝑗

+)

0 − 𝑥+
      0 ≤ 𝑥𝑖 ≤ 𝑥+

 
(3) 

 

 

Where (Talantsev et al. 2013): 

 



Strategic Risk Management  2014-09-08 

Agon Abazi & Tobias Schavon  

35 

1. xi is the i:th generated random variate (see the step 6) 

2. x– is the factor magnitude value representing the “worst-case” 

scenario, i.e. the lower bound (see the Step 2) 

3. x+ is the factor magnitude value representing the “best-case” sce-

nario, i.e., upper boundary (see Step 2) 

4. 0 is the factor magnitude value representing the “most probable” 

case scenario (mode), and equals to “0” by definition (see the Step 

3) 

5. yj– is the factor impact on the j:th output value for the “worst-

case” scenario, (see Step 3) 

6. yj+ is the factor impact on the j:th output value for the “best-case” 

scenario (see the Step 3) 

7. yj0 is the factor impact on the j:th output value for the “most 

probable” case scenario (see the Step 3) 

8. yj,i is the i:th trial’s value for factor impact on the j:th output. 

Step 7: Aggregate outputs impacts for each factor 

 

At this step individual factor impacts for each project output is 

aggregated into Y which is the overall impact on a whole project for 

each trial. For this the arithmetic mean is used shown in equation (4). 

Where K is the number of project outputs, yj,I is the i:th trial value for 

factor impact on j:th project output and Yi is the aggregated factor 

impact value for the i:th trial (Talantsev et al. 2013). 

 

 

𝑌𝑖(𝑦1, 𝑦2, … , 𝑦𝑘) =  
1

𝐾
∑𝑦𝑗,𝑖

𝐾

𝑗=1

 
(4) 

 

 

 

2.6.3 Presentation 

Step 8: Analyze samples 

 

Normally conventional statistically analysis usually takes the whole 

sample. In this analysis the threat and the favor is analyzed separately. 

This is done by partitioning the whole sample 𝑆 =  {𝑌𝑖}1≤𝑖≤𝑛 into the set 
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𝑆−  containing the negative values and 𝑆+ containing the positive. 

Furthermore, these next steps are suggested (Talantsev et al. 2013): 
 

1. Equation (5) calculates the expected level of threat as an 

arithmetic mean of the negative values, where |𝑆−| is the 

cardinality of 𝑆−. 

 𝑆−̅̅ ̅̅ =  
∑ 𝑌𝑖𝑌𝑖𝜖𝐼

−

|𝑆−|
 

(5) 
 

2. Equation (6) calculates the probability   −  of the factor 

causing threat where n is the number of trials. 

  − = 
|𝑆−|

𝑛
 

(6) 
 

3. Equation (7) calculates the expected level of favor as an 

arithmetic mean of the positive values, where |𝑆+| is the 

cardinality of 𝑆+. 

 𝑆+̅̅ ̅̅ =  
∑ 𝑌𝑖𝑌𝑖𝜖𝑆

+

|𝑆+|
 

(7) 
 

4. Equation (8) calculates the probability   +  of the factor 

causing threat where n is the number of trials, where n is 

the number of trials. 

  + = 
|𝑆+|

𝑛
 

(8) 
 

 

Step 9: Classify factors 

 

Now each factor can be classified in terms of its influence on the 

outcome. This can now be illustrated in the factor assessment matrix in 

Figure 2.4, where every factor can be placed in corresponding cell 

(Talantsev et al. 2013). A further explanation of a factor assessment 

matrix will be given in the following section. 
 

 
Figure 2.4 – Factor assessment matrix example 
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2.7 Factor assessment matrix 

In this investigation risk is defined as something that includes both 

threats and opportunities. This understanding is not always shared and 

clear. When uncertainty arises in an occasion, it can have a range of ef-

fects on the development of project objectives. This may include un-

wanted disasters and even unexpected welcome surprise. However, de-

spite this, managers tend to focus on only the potential negative effects 

of uncertainty. The consequence of this is that only threats are consid-

ered and opportunities are overlooked. This means that chances of ex-

ploiting unexpected positive effects are minimized. The recent defini-

tions of risk have developed the suggestion that a common process can 

be used to manage both threats and opportunities. It is argued that 

threats and opportunities are not different in nature, since both can be 

handled by the same process. Considering this statement and actually 

recognize that threats and opportunities should be managed together, 

the use of a common process has some practical advantages.  The first is 

that it may ensure that opportunities are identified and managed. The 

second is that a single process handling with two types of issue will be 

more efficient than two separate processes. The factor assessment ma-

trix, which can be seen in Figure 2.4, is used to depict the identified risks 

to visualize their likelihood and potential effect on project objectives. 

Each position on the matrix represents the relative significance of the 

risk (Hillson 2002). 

 

 

 



Strategic Risk Management  2014-09-08 

Agon Abazi & Tobias Schavon  

38 

3 Method 
This chapter presents and justifies the methodology used in the research.  
 

3.1 Overview of approach 

The aim of this research as stated in Chapter 1 was to evaluate the use of 

SACF on a strategic level. To fulfill the aim three objectives was defined. 

These are recapped and summarized below: 

- To identify how the approach can be applicable in strategic 

management, 

- To examine the approach from ISO 31000-2009 perspective,  

- To identify advantages and disadvantages with the approach, 
 

The reasons why these objectives was chosen is explained below. 

 

The first objective: 
 

To be able to understand the use of SACF in a strategic management it 

was of necessity to first establish where in the strategic management 

process it could be used. In other words, in what parts of strategic 

management SACF is applicable and not. The method of how this was 

established is further explained in Chapter 3.2. 
 

The second objective: 

 

The ISO standard of effective risk management has established the 

criteria for an effective risk tool. This can be seen in Chapter 2.3. It was 

of interest of this research to investigate how well SACF follow the 

definition of what the ISO 31000 sees as an effective tool. If SACF does 

not match well with these criteria SACF can be seen as an ineffective 

risk management tool. This would mean it is not beneficial to use as a 

risk tool on a strategic level. The method of this investigation is further 

explained in Chapter 3.3. 

 

The third objective: 
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To fully understand the use of SACF it was also important to investigate 

the possible advantages and disadvantages with the approach. This 

means what kind of information it gives and how it compares to under 

already established methods in strategic risk management. If the 

method has no advantages compared to other methods there is no 

benefits from using it. This objective will clarify if and what advantages 

and disadvantages SACF has. 

 

This part has been divided into three sub-parts. The method of 

investigating what kind of information SACF could provide was done 

by a case application. This method together with the justification of the 

research strategy and research method along with how the cases were 

chosen can be found in Chapter 3.4. This result was then processed and 

categorized to prepare for the comparison with the other methods.  The 

processing and categorization is explained in Chapter 3.5 and the 

comparison in Chapter 3.6. 

 

3.2 SACF & Strategic Management 

To make it possible to reach the first objective of this research which was 

to identify how SACF can be applicable in strategic management there 

was firstly a need of identifying this process of strategic management. 

When different parts actually are visualized and defined then there is 

enough of resources in disposable for the work of analyzing how well 

SACF is at fulfilling the purpose of each part of the strategic 

management process. This approach of analysis can be recognized as a 

qualitative content analysis. There are different types of qualitative 

content analysis such as conventional-, directed- or summative content 

analysis. Directed content analysis has been applied and the purpose of 

this was to validate or extend conceptually a theoretical framework or 

theory and this is very useful to explore and state further description 

about a phenomenon that is not well known. The strategy of this 

approach begins with using existing theory of which researchers then 

starts identifying key concepts or variables as initial coding categories 

that are used as a framework of how to analyze the gathered data (Hsieh 

& Shannon 2005). This analysis approach needs to be supplemented 

with a measurement scale which helps to conclude the analysis of the 

similarity of each step between SACF and the strategic management 

process. Depending on how well SACF is at fulfilling the purpose of a 

sub-process in the strategic management process the similarity can 

either be “Low”, “Partial” or “High”. This means that if a sub-process of 

strategic management has a purpose of achieving a specific goal and 
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SACF doesn’t provide any guideline of how to achieve this same goal in 

the sub-process of strategic management then there is low similarity. 

The result of this analysis gives the answer of how the applicability of 

SACF in strategic management is. The applicability can either be “Not 

Applicable”, which mean that the similarity is low, “Applicable” which 

means that the similarity is partial and “Highly Applicable” which 

means that the similarity is high. The overall methodology for this part 

of the investigation is presented in Figure 3.1 (Hsieh & Shannon 2005). 

Furthermore, the template used is presented in Table 3.1, where ‘NA’ 

stands for not applicable, ‘A’ stands for applicable and ‘HA’ for Highly 

Applicable. 
 

 
Figure 3.1 – Methodology of reaching the first objective of the research 

 
Table 3.1 – Steps of the strategic management process & SACF 

Strategic management process SACF 

Identify and analyze internal environmental factors NA/A/HA 

Identify and analyze external environmental factors NA/A/HA 

Define vision and mission NA/A/HA 

Define goals and objectives NA/A/HA 

Create, evaluate and select strategy NA/A/HA 

Selection of organizational structure NA/A/HA 

Resource management NA/A/HA 

Change management NA/A/HA 

Evaluation of organizational performance NA/A/HA 

Control of organizational performance NA/A/HA 
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3.3 SACF & ISO Standard of Effective Risk Management 

The second objective of this research was to examine SACF together 

with the ISO standard for effective risk management. To answer this 

question the same approach as previous objective was used. In other 

words, an investigation of the similarities was made between the 

relevant parts of ISO 31000-2009, ISO 31010 and SACF, with the use of 

the direct content analysis approach. When it comes to the ISO standard 

of effective risk management there is a clear definition of the risk 

management process which makes the comparison rather straight 

forward. This mean a discussion was made and a grade was set 

considering how well the different parts of SACF corresponded with the 

processes of risk management. The result of this comparison was then 

presented in the template shown in Table 3.2. For further information of 

the ISO standard the reader is referred to Chapter 2.3.  

 
Table 3.2 – Steps of the RAP & SACF 

RAP SACF 

RI NA/A/HA 

RA NA/A/HA 

RE NA/A/HA 

 

3.4 Case application 

In order to mainly reach the third objective of this research, two case 

applications were performed. These case applications also supported the 

work of reaching the two previous mentioned objectives as well. A case 

study is a research strategy which often is used when investigating a 

small number of instances in greater depth. This allows for more unique 

and valuable insight than other research strategies as for example sur-

veys.  Another benefit is that case applications tend focus on relation-

ship and processes. This mean it deals with the whole rather than isolat-

ed factors. A case application also allows the researcher to use a variety 

of data sources and methods. It can for example be combined by using 

observations of an event with reviewing a number of official documents. 

The main criticism of case applications is of the generalization of the 

findings (Denscombe 2010). The two cases in this research were pub-

lished by two different organizations of which the first case is character-

ized by a more civilian problem and the second more of a military. 

These cases have also been picked from different subject areas to ensure 

the validity of research. 
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3.4.1 Selection of cases 

Denscombe (2010) suggest a number of criteria a case can be selected. 

The cases in this thesis have been chosen because of the following 

criteria:  

 

Theory-testing: This criteria means the cases can be chosen for the 

purpose of theory testing (Denscombe 2010). The aim of this thesis was 

to evaluate the use of SACF in strategic management and the cases 

published by the EU Commission and the RAND Corporation is based 

on a strategic level. 

 

A matter of convenience: This criteria deal with what is the most 

convenient (Denscombe 2010). Used properly this method can be 

beneficial. In this research there was no cases supplied by Ross W. 

Tsagalidis at Swedish Armed Forces. Also, there was a criterion to 

conduct the research on a general level. Furthermore, to investigate the 

advantages and disadvantages of SACF there was a need to get access to 

multiple cases. For this reason using published cases from the EU 

Commission and the RAND Corporation supported the purpose of this 

research.  

 

Intrinsically interesting: This criteria deal with how attractive the cases 

are. The idea is that the more interesting it is the wider the audience 

(Denscombe 2010). The cases from EU commission and RAND 

Corporation were chosen because they were considered to have the 

most public interest and amongst the highest amount of stakeholders. 
 

3.4.2 Research method (Documents) 

There are different kinds of information sources that can be replaced 

with questionnaires, interviews or observation. Written sources that are 

published in documents can be a good alternative of gathering 

important facts and other information. These documents may appear in 

the form of government publications and official statistics. This type of 

document is very appreciated by researchers and why it is an attractive 

information source is because it may possess the abilities of being 

authoritative, objective and factual. Since the data have been produced 

by official institutes, which involved large resources and expert 

professionals, they usually tend to have credibility. The data might also 

be regarded as impartial since it has been produced by officials.  In the 

case of statistical data it may be presented in a numerical form which is 

amenable for computer storage and analysis. This form of data 
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information constitutes of hard facts which means that no ambiguity 

exists. Thus, to let a document hold the image of being authoritative, 

objective and factual depends much on the data it contains (Denscombe 

2010). As brought up written sources in the form of document is an 

alternative for seeking information. This can provide the following 

advantages: 

 

- Access to data: Extensive data are held in the documents. De-

pending on the type of document, most researchers will have ac-

cess to the sources relatively easy and cheap. 

- Cost effective: The data gathering from documents may be a 

good choice when searching for a cost effective method.  

- Permanence of data: Documents are permanent and to some ex-

tent available to the public.  

But disadvantages may also appear which can be the following: 

 

- Credibility of the source: Researchers needs to be discerning 

about what information that is to be gathered. This is done by in-

vestigating the authority of the source and the procedure of how 

the data in the document is produced. This gives an insight of the 

credibility of the document.  

- Secondary data: Researchers that use information from different 

documents rely on data that has been produced for other purpos-

es.  

- Social Constructions: Researchers must rely on correct and objec-

tive interpretations of those who produce the document. 

However, for this research the sources are the EU Commission and 

RAND Corporation which is seemed as highly credibility institutions. 

Furthermore, the EU Commission has published the Impact Assessment 

Guidelines where the procedure of their investigations is presented 

(European Commission 2009). This ensures credible sources and the 

reliability of this research. The same argument applies to RAND 

Corporation of which legitimate institutions are funding this 

organization.  
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3.4.3 Procedure 

The EU commission and RAND corporation provides multiple 

documents each with a high number of pages per case. To be able to 

analyze the cases and conduct the case application, there was a need to 

gather, summarize and structure the information in an efficient way. For 

this a template had to be created and filled with the required parts of the 

impact assessment reports in order to be able to conduct the application 

of SACF. This was done using the directed content analysis (Hsieh & 

Shannon 2005), where keywords were chosen beforehand and the cases 

looked through for the relevant information to categorize under each 

keyword. These keywords were chosen by the authors and it was based 

on the required information of the SACF method and the required 

information in order to understand the case itself. The template can be 

seen in Table 3.3.  

 

The next step was to identify the contextual factors for the case. This was 

done reviewing the cases and choosing the factors which seemed to 

have the biggest influence on the outcome. To make it more 

comprehendible only four factors were chosen, one of each category, 

namely Political, Economic, Social-cultural and Technology. The purpose 

of this objective was however not influenced by what and the amount of 

contextual factors which was used. What was of interest in this research 

was to investigate what information SACF could provide and not the 

actual result of the cases.  

 

The outputs were then chosen because of its impact on the outcome. As 

with the contextual factors only a few was chosen to be further 

processed. Also, as with the contextual factors this simplification have 

no impact on the purpose of the objective. 

 

The next step was to conduct the case application itself. This was done 

by following the SACF process which can be found in chapter 2.6, but 

the Monte-Carlo calculation was not conducted manually. For this phase 

the software PMCL version 0.9.4 was instead used. The purpose of 

performing a content analysis of the results was to give enough of 

elemental information to enable the ability of identifying advantages 

and disadvantages with SACF and to compare SWOT, PEST and SACF 

with each other. These two steps are further explained in Chapter 3.5 

and 3.6. As described the cases were used to mainly reach the third 

objective of this research. Nevertheless, the analysis of the cases also 

provides information and supports the first and second objective. 
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Figure 3.2: Methodology of mainly reaching the third objective 

 
Table 3.3 – Case Template 

Case specifics 

Goal: Text 

Objective: Text 

Problem Definition: Text 

Parameters for SACF evaluation per strategy 

Strategy: Text 

Outcome Text 

Outputs Text 

 

3.5 Identification of Advantages & Disadvantages of 
strategic tools. 

When it comes to other tools the methods are well researched. For this 

reason the data has been taken from a number of articles. The 

identification of the two most commonly used tools to be compared will 

be done by investigating the most widespread strategic tools by 

reviewing numbers of articles and compile the results.  The chosen 

strategic tools will then be analyzed by further investigating what the 

associated advantages and disadvantages are. 

When it comes to the SACF analysis on the other hand, the advantages 

and disadvantages had not been investigated before. It had only been 

discussed considering ICT4D project for which Talantsev et al. (2013) 

created the method for. For this reason the authors of this research had 

to identify these advantages and disadvantage themselves. This was 

done while reviewing the article of Talantsev et al. (2013) and 

investigating SACF & Strategic Management, SACF & ISO 31000 and 

while conducting the case application. The advantages and 

disadvantages were then further discussed using the strategic objectives 

explained in Chapter 3.6. This was done in order to prepare for the 
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comparison which will be explained in the next section.  
 

3.6 Comparison of methods 

There seem not to be many researches made on a concrete way to 

compare different analytical models. There are a number of articles 

based on the research of Gass (1983), where it is described how to 

determine the adequacy of a model. However, the research has focused 

the adequacy of the method on the situation itself. In other words, it 

decides the adequacy of a model from the objectives of the particular 

case, which in this research would be the objectives of the impact 

assessment reports. This research has a more general focus. For this 

reason the adequacy of the methods in this research was partly based on 

the objectives of strategic tools. The objectives are summarized below. 

For further explanation of objectives of strategic tools, the reader is 

referred to Chapter 2.2.  

 

- Information generation. 

- Frame & structure the information.  

- Aid & guide managerial decision making. 

In addition, to be able to cover all advantages and disadvantages the 

category ‘others’ was added to the comparison. The comparison was 

first made with a direct content analysis, where the objectives were stat-

ed and the advantages and disadvantages (Trait factors) of the ap-

proaches stated under the relevant objective. Secondly, a discussion was 

conducted concerning the similarities and differences of the two most 

commonly strategic tools and SAC. This was based on the known factor 

traits of the strategic tools. The discussion resulted in the trait factors 

receiving an A (Advantage), D (Disadvantage) or X (Not Applicable) for 

each respective tool. Furthermore, the objectives were assigned a ‘No’, 

‘Partial’ or ‘Yes’. The categorization can be seen in Table 3.4.  

Table 3.4– Categorization and Factor Traits 

Category & Factors traits: Answer 

Information generation:  No/Partial/Yes 

Amount of data: A/D/X 

Data Integration: A/D/X 

Provide structure for analysis: No/Partial/Yes 

Application Neutrality A/D/X 

Aid & guide managerial decision making: No/Partial/Yes 

Multi-Level Analysis: A/D/X 

No weighing factors: A/D/X 
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Subjective Analysis: A/D/X 

Ambiguity: A/D/X 

Others:  

Problem Domain: A/D/X 

Simplicity, A/D/X 

Cost & time A/D/X 
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4 Case application 
This chapter contains the application of the cases and the selection of 

strategic tools of which is compared with SACF. 
 

4.1 Case #1: A clean air programme for Europe 

This sub-chapter will present the first case application which was made. 

Table 4.1 presents the information required in order to understand the 

case. The following sections contain the list of contextual factors and the 

SACF evaluation itself. 
 

Table 4.1 – A clean air programme for Europe 

Case specifics 

Goal: Attain an air quality level that does not give rise to significant 

negative impacts on, or risk for, human health and the 

environment.  

Objective: - To ensure compliance with the present air quality poli-

cies and coherence with international commitments by 

year 2020.  
- To achieve substantial further reduction in health- and 

environmental impacts in the period up to 2030. 

Problem 

Definition: 

There are a lot reasons why EU wants to do something about 

the air pollution. For example, the air pollution causes ten 

times more premature deaths than road traffic accidents. The 

health impacts of the air pollution have been calculated to cost 

hundreds of billions of euros for the member states. The policy 

from 1990 has brought the emissions down substantially. 

However, even with full compliance with the existing EU 

legislation, the EU is not even close to achieve its long-term 

objective. There are a number of emissions and subjects areas 

which have been taken into considered in the assessment 

report. These are: 

 

- NOx 
- SOx 
- CO 

- PM10 
- NMVOC 

- NH3 
- PM2.5 
- TSPs 

- CH4 

- Power generation, 

- Domestic combus-

tion, 
- Industrial Processes, 

- Fuel extraction, 

- Solvent use, 

- Road transport. 

- Non-road machin-

ery, 
- Waste, 

- Agriculture, 
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There are also a number of strategies within each subject area. 

All will not be mentioned here. However, they range from local 

to national level. In other words, from decreasing the speed 

limits on roads to making companies have to request for a 

permit for emissions from the European Commission. In the 

assessment report there are also a lot of different options 

suggested. As with the strategies these will all not be explained 

here. However, the options include different strategies and 

parameters of these strategies. In other words, about how 

much and what level of control should be implemented. 

Furthermore, about what emissions to control and what to put 

the limit on. There is also discussion about the cost of each of 

these options.  

Parameters for SACF evaluation 

Outcome 1. To achieve substantial further reduction in health- and 

environmental impacts in the period up to 2030. 
 

Outputs 1. SOx, 
2. PM10 

 

4.1.1 Contextual factors 

The SACF method does not cover contextual factors on a strategic level. 

Furthermore, as strategic management is a very broad subject the factors 

may differ for the particular case. This means it is not possible to create 

a list of most common contextual factors and an alternative method for 

identifying these must be applied in every case. While reviewing the 

case, four contextual factors were chosen according to Chapter 3.4.3. 

These contextual factors are presented and numbered in Table 4.2.  

 
Table 4.2- Contextual factors for Case #1 

Category Contextual factors Factor# 

Political Compliance by Member States 1 

Economical Affordability of Member states/ 2 

Social-cultural Compliance by individuals 3 

Technical Availability/Advancement of technology 4 

 

4.1.2 Scenarios elicitation 

As Chapter 2.6 states, the first step of a SACF evaluation was to assign 

for each factor: worst-, expected- and best case scenario for the factor 

magnitude. The next step was to do the same for the factor impact on 

each specified output. This was done using the linguistic terms in Table 

2.1 and Table 2.2 which are presented in Table 4.3.  
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Table 4.3 – Scenarios elicitation 

Factor# 
Factor Magnitude 

Outcome Output# 
Factor Impact 

WC EC BC WC EC BC 

1 EL SUL NNL 1 1 ET SLT SLF 

2 SIT NNT SLF 

2 SUL SLL SLH 1 1 ET NNT SLF 

2 SOT NNF SLF 

3 SOL NNH EH 1 1 SOT SLT SIF 

2 ET SLT EF 

4 SLL NNH SOH 1 1 SLT NNF SLF 

2 NNT NNF SLF 

 

4.1.3 Processing 

The third step was to translate the linguistic terms in to numeric ones. This was 

done using Table 2.3 and Table 2.4 and is presented in Table 4.4. 

 

Table 4.4 – Scenarios elicitation 

Factor# 
Factor Magnitude 

Outcome Output# 
Factor Impact 

WC EC BC WC EC BC 

1 -5 -3 0 1 
1 -5 -1 1 

2 -3 0 1 

2 -3 -1 1 1 
1 -5 0 1 

2 -2 0 1 

3 -2 0 5 1 
1 -2 -1 3 

2 -5 -1 5 

4 -1 0 2 1 
1 -1 0 1 

2 0 0 1 

 

At this stage it was time to conduct a Monte-Carlo simulation. As 

mentioned in Chapter 2.6.2, this was done using PMCL. 

4.1.4 Presentation 

At this stage it was time to separate the positive values from the 

negative. This was done using equation (5), (6), (7) and (8) and gave the 

result presented in Table 4.5. The final result is illustrated in Figure 4.1. 

 
Table 4.5 – Analyzing samples 

Factor (#) Threat Probability   

(Threat) 

Favor Probability 

(Favor) 

1 -1,14 0,77 0,31 0,23 

2 -0,58 0,27 0,58 0,73 

3 -1,22 0,54 1,30 0,46 

4 -0,15 0,08 1,86 0,92 
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Figure 4.1 – Factor Assessment Matrix Case #1 

 

4.2 Case #2: U.S. Overseas Military Presence 

A second case application was made which is presented further in this 

chapter. Essential information was extracted from the document of 

which the case was described and is presented in Table 4.6, 4.7 and 4.8. 

This information was further analyzed to find other relevant data to be 

used in SACF.  

  

Table 4.6 – A clean air programme for Europe 

Case specifics 

Problem Definition: The United States has since World War 2 relied on a network of global bases 

and forces to maintain good security and a system of defense against parties 

that are considered as a threat.  As the environment changes the threats also 

change. Today, China´s economic standing and military capabilities gives a 

new play role in the world. This has allowed for China to increasingly 

challenge U.S global leadership. In the Saddam Hussein’s regime where the 

threat of weapons of mass destruction in Iraq was a fact, it was successfully 

removed. But Iran´s nuclear program still continues to evolve which gives 

enough of reasons to consider that it as a danger for the U.S security 

interests. The relationship continues to grow between the U.S military and 

its partners in middle east. But the Arab spring gives new opportunities and 

prospects for change which may also be a loss for the U.S relationship with 

that part of the continent. Osama bin Laden, the putative operational leader 

and confirmed figurehead of al-Qaeda, is dead but the ability of terrorist 

groups to acquire and potentially use disruptive technologies against the 

United States has grown. In this changing global environment the United 

states tries to confront serious economic uncertainties and handle the 

growing pressure that exists. Recognizing these realities it has resulted in 

reductions of government spending, including on defense. This new 

resource constraint creates new problems that needs to be confronted and 

opens a debate of the future role of the United States in the world. One 

aspect that is of big importance in this debate is what the size and 

characteristics of the future U.S overseas military presence should be. The 

current bases overseas can be seen in Figure 4.2. Defining what U.S. 

overseas presence is needed there are several U.S. safety interests that is of 

importance to take into account which are as follows: 
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- Protect U.S. allies and partners from state adversaries. 

- Promote U.S. influence in key regions. 

- Dissuade military competition and arms races. 

- Protect Americans from terrorist attacks. 

- Restrict the flow of illegal trade and the proliferation of        

dangerous materials. 

- Ensure the flow of commerce and key resources. 

- Respond to humanitarian emergencies and regional conflict. 

 

 

Mixed thoughts exists where the Obama administration is emphasizing that 

there should be a global presence of which enforcement should be deployed 

especially on the Asia-Pacific and the Middle East area while defense 

commitments to Europe is maintained. Other argues that U.S. needs to 

bring most military forces home.  The first three U.S safety interests has 

been in focus and following two strategies has been chosen to analyze 

further. 

 

- Strategy 1: Forward in Asia 

- Strategy 2: Forward in the Middle East 

Goal - Protect U.S allies and partners from state adversaries. 

- Promote U.S. influence in key regions and dissuade military 

competition and arms races. 

Objective - Protect Asian allies from China and North Korea. 

- Protect Middle East partners from Iran, Syria and violent nonstate 

groups. 

- Promote U.S influence in China in East Asia and Central Asia and 

dissuade military competition and arms raced with China and 

North Korea. 

- Promote U.S influence in Iran in the Middle East.  

- Dissuade military competition and arms raced with Iran. 
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Figure 4.2 – Current USAF bases 

 

Table 4.7 – Strategy 1: Forward in Asia 

Parameters for SACF evaluation 
Strategy Description As Chinese and North Korean threats expand there is a need for U.S. to 

increase their presence across Asia. This to influence future Chinese and 

North Korean military activities. Forces that are primarily based in the 

United States would be sufficient to respond to threats in Europe and the 

Middle East. This means that all combat forces in Europe will be withdrawn 

back to the U.S. With this strategy it includes that military exercises and 

presence would expand in the Philippines, Thailand, Singapore and 

Australia. New military bases would be sought in Malaysia, Vietnam and 

Indonesia. The current number of U.S. bases in the GCC states and Africa 

will stay the same but with some reduction in presence, consistent with the 

political and fiscal environment as well as the need to provide reassurance 

to U.S. partners.  

Outcome  1. Protect Asian allies from China and North Korea 

2. Promote U.S influence in China in East Asia and Central Asia and 

dissuade military competition and arms raced with China and 

North Korea 

Outputs 1. Expansion of military exercises and presence in Philippines, 

Thailand, Singapore and Australia. 

2. New military bases in Malaysia, Vietnam and Indonesia. 

3. Transfer of all combat forces in Europe back to U.S. 
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Table 4.8 – Strategy 2: Forward in the middle east 

Parameters for SACF evaluation 

Strategy description In this strategic view it is based on the assumption that the U.S. presence 

across Asia does not play a sufficient role in influencing China´s military 

activities. This means that if future crisis and threats would occur in Asia, 

the U.S. will primarily rely on existing bases on the continent. This strategic 

view is also based on the perspective that the threats in Europe have 

disappeared. Therefore the U.S. presence in Europe would decrease and the 

remaining forces would be at hand to respond Iranian threats.  Bases and 

forces in the GCC states and Africa would continue as today.  

Outcome 1. Protect Middle East partners from Iran, Syria and violent nonstate 

groups 

2. Promote U.S influence in Iran in the Middle East 

3. Dissuade military competition and arms raced with Iran. 

Outputs 1. Bases and forces in the Middle East will continue as today in GCC 

and Africa.  

2. Continue with U.S. presence in Europe. 

 

4.2.1 Contextual factors 

For this specific case four different contextual factors has been defined 

and categorized according to the acronym of PEST. To conduct this 

analysis on a military case it might be preferable to conduct it using 

PMESII-PT. The acronym stands for Political, Military, Economic, Social, 

Information, Infrastructure, Physical environment and Time. There are many 

similarities between PEST and PMESII-PT, but the latter is more modi-

fied for complex military environments. However, PMESII-PT can easily 

be modified for use by commercial firms and can provide with a more 

comprehensive look at an organization´s environment (Walden 2001). 

However, for demonstrating purposes only four contextual factors will 

be used, using the PEST categorization. These contextual factors can be 

seen in Table 4.9. 

Table 4.9 - Contextual factors for Case #2 

Category Contextual factors Factor# 

Political Governmental support. 1 

Economical U.S. allies economically responsible for 

their security. 
2 

Social-cultural Compliance by inhabitants. 

 
3 

Technical Accessibility of public infrastructure. 4 
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4.2.2 Scenarios elicitation 

Table 4.10 and 4.11 presents the factor magnitude for each of the factors 

and factor impact for each of the outputs.  

 
Table 4.10 – Scenarios elicitation strategy 1 

Factor# 
Factor Magnitude 

Outcome Output# 
Factor Impact 

WC EC BC WC EC BC 

 

1 
SOL SLH SUH 

1 1 ET SOF SIF 

2 
2 ET SLF SIF 

3 SLT SLF SIF 

2 SUL SOH SUH 

1 1 SIT SOF SIF 

2 
2 ET SLF SOF 

3 ET SLF SOF 

3 SUL SLH SOH 

1 1 SLT SOF EF 

2 
2 SLT SLF SOF 

3 NNT SIF EF 

4 

SOL SLH SOH 1 1 SLT SIF EF 

2 
2 SOT SLF SIF 

3 SLT SOF SIF 

 

 
Table 4.11 – Scenarios elicitation strategy 2 

Factor# 
Factor Magnitude 

Outcome Output# 
Factor Impact 

WC EC BC WC EC BC 

 

1 
SLL SOH SUH 

1 
1 

ET SOF EF 

2 ET  SLF SIF 

3 2 B SOF EF 

2 SOL SOH SUH 

1 
1 

SLT SOF SIF 

2 SLT SOF SIF 

3 2 SOT SLF SOF 

3 EL NNH SLH 

1 
1 

B SLF SOF 

2 ET SLF SIF 

3 2 NNT SIF S 

4 SLL SOH SUH 

1 
 

SOT SLF SIF 

2 SOT SOF SIF 

3 2 NNT SLF S 

 



Strategic Risk Management  2014-09-08 

Agon Abazi & Tobias Schavon  

56 

 

4.2.3 Processing 

The next step was to translate the linguistic terms into numeric values 

for each of the strategies. The numeric values for each of the strategies 

can be seen in table 4.12 and 4.13.  

 
Table 4.12 – Scenarios elicitation strategy 1 

Factor# 
Factor Magnitude 

Outcome Output# 
Factor Impact 

WC EC BC WC EC BC 

 

1 
-2 1 3 

1 1 -5 2 3 

2 
2 -5 1 3 

3 -1 1 3 

2 -3 2 3 

1 1 -3 2 3 

2 
2 -5 1 2 

3 -5 1 2 

3 -3 1 2 

1 1 -1 2 5 

2 
2 -1 1 2 

3 0 3 5 

4 -2 1 2 

1 1 -1 3 5 

2 
2 -2 1 3 

3 -1 2 3 

 

 
Table 4.13 – Scenarios elicitation strategy 2 

Factor# 
Factor Magnitude 

Outcome Output# 
Factor Impact 

WC EC BC WC EC BC 

 

1 
-1 2 3 

1 
1 

-5 2 5 

2 -5 1 3 

3 2 -8 2 5 

2 -2 2 3 

1 
1 

-1 2 3 

2 -1 2 3 

3 2 -2 1 2 

3 -8 -2 1 

1 
1 

-8 1 2 

2 -5 1 3 

3 2 0 1 8 

4 -1 2 3 

1 
1 

-2 1 3 

2 -2 2 3 

3 2 -2 1 8 

 

At this stage it was time to conduct a Monte-Carlo simulation. As 

mentioned in Chapter 2.6.2, this was done using PMCL. 
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4.2.4 Presentation 

The final result is presented in Table 4.13 and 4.14. The result of each 

table is further illustrated in in Factor Assessment Matrix to provide a 

more holistic view. It is of importance to notify that in Figure 4.4 

both >F1 and >F4 indicates that the likelihood of impact is above 80 

percent.  

 
Table 4.13 – Analyzing samples strategy 1 

Factor (#) Threat Probability (-) Favor Probability (+) 

1 -1,24 0,27 1.16 0.73 

2 -1,42 0.29 1.07 0.71 

3 -0.22 0.45 1.59 0.55 

4 -0.41 0.33 1.54 0.67 

 

 

Figure 4.3 – Final result of strategy 1 

 
Table 4.14 – Analyzing samples strategy 2 

Factor (#) Threat Probability (-) Favor Probability (+) 

1 -2 0,08 2,15 0,92 

2 -0,37 0.2 1,25 0,8 

3 -1,44 0.44 1,45 0,56 

4 -0,33 0,08 2,32 0,92 
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                                   Figure 4.4 – Final result of strategy 2 
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5 Analysis 
 

5.1 SACF in Strategic Management 

Identify and analyze internal environmental factors 

 

In the method of SACF there are no description of how to conduct an 

internal environmental scanning which involves identification and 

analyzing the internal environmental factors. SACF is more used for 

analyzing the environment that are not controllable by managers and 

that is more regulated by the external environment, which will be 

explained further more in the next section. Therefore, it is not relevant to 

use internal environment factors that are already known and precise in 

SACF. Therefore the conclusion was that there is no similarity of SACF 

and this part of the process in strategic management.  

 

Identify and analyze external environmental factors: 

 

SACF provides generally a satisfying guideline of how to identify 

different contextual factors that has more or less impact on an ICT4D 

project. When analyzing the guideline it is clear that the first part of 

scenario elicitation uses the PEST categorization. This has been 

furthermore used to identify different contextual factors that actually 

are suggested to be used in ICT4D projects. But these contextual factors 

are more or less not suited in strategic sense. But neglecting the part of 

the suggested contextual factors the PEST-analysis gives a good overall 

picture of in which aspects should be considered when identifying and 

analyzing the external environment. The conclusion is that this part of 

scenario elicitation can therefore be identified with the aim of scanning, 

which is a sub-process when identifying and analyzing external 

environmental factors. 

 

The aim of specification of extreme cases for factors and estimation of 

impact of contextual factors, which is described in the method of SACF, 

can be identified with the aim of assessing in the work of analyzing the 

environmental factors. But still monitoring and forecasting are crucial 

parts, which are not covered in SACF, to realize assessing. Furthermore, 

in SACF it is explained that monitoring and forecasting are left to the 

expert’s responsibility. But this still gives not enough of reasons to claim 
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that SACF can’t be incorporated with this part of the strategic 

management process. Therefore SACF is applicable in the process of 

identifying and analyzing external environmental factors. 

 

Define vision and mission 

 

SACF doesn’t provide any depicted approach of how to develop a well 

stated vision and mission. There is therefore no common aim and this 

gives the result of there is no applicability.  

 

Define goals and objectives 

 

As described in 2.6 SACF gives an opportunity to examine and give an 

approximation of how much the contextual factors influences the 

intended outcome of a project. This framework is based on result-based 

management which means that in the sense of strategic management 

goals and objectives may be used to define these desirable outcomes. 

Even though in SACF it is described that outcomes need to be defined it 

is very harsh to state that this part of strategic management process and 

SACF are similar. The definition of goals and objectives clearly needs to 

be made in the early stage of the strategic management process. If SACF 

were to be used in strategic management the defined outcomes would 

be inherited from the developed goals and objectives. For that reason 

there is no shared aim between this part of the process and SACF and 

there is no applicability. 

 

Create, evaluate and select strategy 

 

The creation of strategy involves matching external- and internal critical 

success factors which is described in Chapter 2.1.2. When analyzing the 

content of the description of SACF it is not clear that the method can be 

applied to create strategies, but it actually does which has been shown 

in the result of the first case which is discussed under Chapter 5.3. The 

evaluation phase is the main purpose of SACF where appropriateness 

and feasibility in some degree are estimated for each project. It is based 

on analyzing how external environmental factors may influence the 

outcome, but does not involve other internal environmental issues such 

as costs. In strategic management SACF could be used to evaluate 

alternative strategies. The result of this evaluation gives the decision 

maker an easier approach of selecting strategy. The overall conclusion is 

that SACF is highly applicable in the process of create, evaluate and 
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select strategy. 

 

As the main aim of SACF lies within evaluation there are no 

furthermore similarities with the rest of the strategic management 

process. This means that there is no applicability of SACF in selection of 

organizational structure, resource management, evaluation of 

organizational performance and control of organizational performance. 

SACF’s total applicableness with strategic management process is 

summarized in Table 5.1 

 
Table 5.1 – Steps of the strategic management process & SACF 

Strategic management process SACF 

Identify and analyze internal environmental factors Not applicable 

Identify and analyze external environmental factors Applicable 

Define vision and mission Not applicable 

Define goals and objectives Not applicable 

Create, evaluate and select strategy Highly applicable  

Selection of organizational structure Not applicable 

Resource management Not applicable 

Change management Not applicable 

Evaluation of organizational performance Not applicable 

Control of organizational performance Not applicable 

 

5.2 SACF & ISO 31000 

As stated in Chapter 2.3, the risk assessment process consists of three 

steps, namely Risk Identification, Risk Analysis and Risk Evaluation.  

 

Risk identification 

 

The first step of a SACF evaluation is as can be seen in Chapter 2.6, 

scenarios elicitation. In this step the evaluator picks a number of 

contextual factors out of a model. This is done based on what is believed 

to influence the activity the most. The model used by Talantsev et al. 

(2013) is a summarization from past ICT4D projects. This means in order 

to be able to use SACF on a strategic level, a new model must be 

generated as these factors are not relevant. Furthermore, there are no 

guidelines how to identify any new contextual factors. It only means the 

PEST categorization should be used. This means the SACF process is not 

applicable to use for RI and must be complemented with another 

technique such as brainstorming which was used in the case 

applications in Chapter 4.1-4.2.  
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Risk analysis 

 

The SACF process is based on expert judgment about the impact and 

magnitude of the different contextual factors. This is later translated into 

numerical values which are later processed using a number of formulas 

and Monte-Carlo simulation. This means SACF is a semi-quantitative 

RA method which uses a semi-quantitative model for consequence 

analysis and probability estimation. SACF meets all the criteria for RA; 

this means the SACF method is highly applicable for RA.  

 

Risk evaluation 

 

As stated in Chapter 2.3, RE means to use the information acquired in 

the RA to make decisions. SACF provides a model of how much the 

different factors influence an activity, positively and negatively. This 

means the evaluator get to know which factors that can have most 

influence which in turn shows which uncertainties to do something 

about. SACF’s total applicableness with the RAP is summarized in Table 

5.2. 

 
Table 5.2 – Steps of the RAP & SACF 

RAP SACF 

RI Not applicable 

RA Highly Applicable 

RE Highly Applicable 

 

5.3 Case #1: A clean air programme for Europe 

The actual values acquired during the calculations are not important. 

The reason is because the inputs of the impact and magnitude values 

were based on the author’s own subjective judgment after reviewing the 

assessment report. Furthermore, there were a lot of more parameters 

such as for example more emissions to take into consideration to make a 

valid estimation. In other words, the case was very much simplified. 

This was done because this thesis was not about finding the answer to 

this certain problem but rather to show how it could be applied and 

identify possible advantages. It is however important to go through how 

the result of this evaluation could have helped the decision makers in 

what policy option to implement. 
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Figure 5.1 – Result from Case #1 

 

As the result stands now which can be seen in Figure 5.1, the 

compliance factor by member state (Factor #1) has one of the biggest 

threat and highest likelihood to occur in relation to the other factors. The 

possible favor with its likelihood is rather low. This information clearly 

indicates a measure must be taken in order to secure the desirable 

outcome. This communicates a strategic action of a new policy strategy 

which involves higher control in order to ensure the compliance by 

member states. The second factor investigated was the affordability of 

member states. A lot of the actions that would need to be taken in order 

to reach the goal would demand high investment costs of the member 

states. This factor gave one of the highest threats but with a bit smaller 

likelihood to occur than the first factor. It also gave the same amount of 

favor but with a bit higher probability. This information indicates the 

affordability may be a problem for some member states while it could be 

a small possibility for others. This would mean a further investigation 

should be conducted and a policy which considers the affordability of 

each member states personally should be developed. This could mean 

for some member states the policy includes cheaper solutions. Another 

influential factor is compliance by individuals (Factor #3). In order to 

reach the goal set by the EU it is of course important normal citizens in 

the member states to do their part. This factor scored high as a threat 

and favor with rather high likelihoods. This factor indicates the new 

policy could need more action down on individual level. This result 

could also use further analysis concerning what actions to be taken and 

perhaps also an analysis per member state. The last factor is the 

technology factor (Factor #4). This factor does not give any significant 

threat or favor. Furthermore, the probability of it being a threat is rather 

low. The likelihood of it being a favor on the other hand is very high. 

The reason being there is today continuous advancement of green 

technology. However, this result does not provide any decision aid. If it 

on the other hand would have scored as an insignificant threat with 
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high likelihood and extreme favor with low likelihood there could be 

worth discussing if investments should be made on developing more 

energy efficient technology. 

 

After the discussion above it is clear SACF could provide valuable 

information about a certain situation. In this situation it could give 

indications about for example how much control is needed and how 

much attention is needed to the cost. In other words, help identifying 

the critical success factors of the desired outcome. In this way it could 

help the evaluator to create essential strategies. It also provides the 

evaluator with the information about what contextual factors need a 

further analysis and which one could be ignored. If a contextual factor 

does not pose any significant threat or favor, there is no reason to give it 

any attention. As mentioned, the factors can be broken down in order to 

create more valuable information. For example, the compliance and 

affordability obviously depends on the certain member states. This 

could be modelled. The evaluation made, gave no distinction concerning 

the different countries. The analysis could also be made per options. 

This was shown in the second case in Chapter 4.3. Another way to use 

this model would to create same contextual factor twice using different 

outputs. One example of this would be where the technology is already 

very advanced for filtering a certain emission but not another. To merge 

these outputs would then not provide the most accurate information. By 

dividing the outputs it could give the decision makers more information 

concerning what to control and what strategies to use. The method is 

very dependent on the subjective judgment. This stresses the importance 

of knowledgeable individuals to conduct the analysis. In other words, 

identifying the contextual factors and deciding the factor magnitude 

and factor impact, not necessary the calculations itself. By using 

subjective judgment, both qualitative and quantitative data could in this 

case be used in order to estimate the factor magnitude and factor impact. 

 

Lastly, the contextual factors in this case had a rather low impact in the 

Factor Assessment Matrix, the highest being ‘minor’. This is partly 

because SACF uses a triangular distribution. This means it cannot model 

low probability with high impact. In other words, SACF is not good at 

calculating extreme risk. However, the scale on the Factor Assessment 

Matrix could be modified. This would at least provide a better 

distinction between the different contextual factors. 
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5.4 Case #2: U.S. Overseas Military Presence 

In the case of “U.S. Overseas Military Presence” there are options of crit-

ical strategic choices that have been suggested to policymakers to be 

able to defend U.S. interests. This gives enough of reason to state that 

this is a typical problem in the sense of strategic management. This 

statement can further be validated by Ackoff (1990) which argues that a 

strategic problem arises when there exists questions such as “What are 

the objectives and goals?” and “How should the organization develop 

and exploit its present position?” The first question is clearly answered 

in the case where distinct objectives and goals are already defined. But 

the second question is actually the main problem of the case.  

Results show that SACF doesn’t assist in the work of developing goals 

and objectives. Instead goals and objectives are needed for the definition 

of the outcome, which the approach of SACF focuses on. Specific actions 

that are needed to achieve these goals and objectives are specified as 

outputs in SACF. Depending on the strategic problem the outcome may 

either be the goal or the objective. This means that SACF can be applied 

to evaluate different scales of a strategic problem. Furthermore, that, 

alternative objectives may be evaluated and compared. If a goal is to be 

used as an outcome then the objectives could be assigned as outputs. 

This can be validated by David (2010) who argues that objectives are 

short-term milestones that organizations try to achieve to reach the 

goals. For those cases where the objective would be assigned as an out-

come then other outputs would be needed to be identified. 

Major simplification has been made for this case as with the first, where 

scenario elicitation is primarily based on the objective view of the inves-

tigator. But this doesn’t harm the intension of the investigation. There-

fore, it is only necessary to analyze parts of SACF to identify its proper-

ty. The first step in SACF was to identify contextual factors that actually 

suits in a strategic military context. The contextual factors defined in 

SACF are more or less focused on ICT4D projects which mean that this 

is not applicable in a strategic sense. But even though these contextual 

factors are not applicable it doesn’t mean that it’s hard to change it. 

With minor adjustment by redefining the contextual factors in a strate-

gic sense this part of SACF would easier be integrated in strategic man-

agement. The categories in SACF, that classifies different contextual fac-

tors, are clearly too overgeneralized. This means that PEST very roughly 

represents the external environment. To define these contextual factors, 

in this case, aid was acquired by PMESII-PT as shown in the results.  
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PEST implies that the future is determined as a projection of actions 

from the past into the future (Burt et al 2006). This means that surely the 

parts of the process of scenario elicitation needs to be based on either 

judgment by an expert, which is actually described by Talantsev et al 

(2013), or by analyzing historical data. The latter is more time-

consuming but may be cheaper than the first alternative for scenario 

elicitation.  

 

Figure 5.2 – Final result of strategy 1 
 

The end result of SACF applied on the second case can be viewed in 

Figure 5.2 and 5.3. Figure 5.2 visualizes that the expected threat for both 

contextual factor one and two is minor with moderate likelihood of im-

pact. With other words both the factors share common values. Factor 

three and four have insignificant expected threat, but don’t share the 

same likelihood of impact. The likelihood of impact of factor three is 

high while for factor four it is moderate. Factor one, two and four share 

the same value of expected threat, of which it lays on minor expected 

favor with very high likelihood of impact. Factor three has minor ex-

pected favor with high likelihood of impact. The question then arises, 

what can the result be used for? It is important to highlight again that 

contextual factors handles both threats that might prevent projects, in 

this case strategies, achieving their objectives and opportunities that 

would increase the likelihood of fulfillment of those objectives included 

in the concept of contextual factors (Talantsev et al. 2013). With the end 

result the decision maker is able to get a full overview of which contex-

tual factors that are more crucial for the efficiency of a successfully im-

plementation of a strategy. This also means that a priority list of contex-

tual factors can be made from SACF, which indicates in what order re-

sources should be focused. But a problem may arise when the final re-

sult of alternative contextual factors are similar. The consequence is that 

it is hard to develop this priority list. The methodology of SACF can be 
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improved by adding a guideline of how to conduct this priority list of 

contextual factors. Depending on the risk attitude of the decision maker 

the acceptance level of threats varies. This means that SACF may also 

provide underlying information of if a strategic action is viable. 

 

Figure 5.3 – Final result of strategy 2 
 

Analyzing the second Figure 5.3 it clearly shows other type of influenc-

ing properties of the different contextual factors. Factor 1 holds moder-

ate expected threat with very low likelihood of impact. Factor 2 has in-

significant expected threat with moderate likelihood of impact. Factor 3, 

that is the biggest threat compared to the other factors in this strategy, 

has minor expected threat with high likelihood of impact. Factor 4 is the 

lowest threat that has insignificant expected threat with very low likeli-

hood of impact. Factor 1 and 4 have a moderate level of expected favor 

and the likelihood is more than very high. Factor 2 has a minor expected 

favor with very high likelihood of impact and factor 3 has also a minor 

expected favor but with high likelihood of impact. The same conclusion 

can be drawn as described for strategy 1. Furthermore, by depicting the 

expected threat and favor in a factor assessment matrix it gives an op-

portunity of comparing different strategic options. This means that the 

decision makers can also use SACF as a tool for comparing strategic op-

tions with its associated impact of external environmental factors. A 

problem may arise when the decision makers haven’t defined what ac-

ceptance of threats and level of favor there needs to be for prioritizing a 

strategic option over another. Therefore this needs to be defined to ena-

ble this comparison. 

5.5 SACF (Advantages & Disadvantages) 

Up to this point the traits of SACF have been carefully investigated. It 

has been compared with the strategic management process, the ISO 

standard of effective risk management and case applications has been 
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conducted. Through these steps a number of advantages and 

disadvantages have been identified. These traits will now be discussed 

further and categorized under the correct objective of strategic tools or 

under the category: others. The discussion is summarized in Table 5.3. 

 

Information Generation: 

 

The SACF method cannot be used as a Risk Identification tool, only as a 

Risk Analysis and Risk Evaluation tool. This statement has been shown 

conducting the case applications. The reason is because the method was 

made for project level only. However, as shown, it could be combined 

with the brainstorming technique to find the contextual factors. As 

SACF does not include the Risk identification process it will be put as a 

disadvantage under the category ‘information generation’. However, as 

it does provides the PEST categorization but is further left open how to 

identify the contextual factors it allows for the evaluator to choose the 

technique which is most applicable for the situation. For these reason it 

will also be put as an advantage.  

 

A SACF analysis is about acquiring a big and comprehensible picture of 

the situation. For this reason the creator of the method advice to only 

use up to seven contextual factors. This helps in not creating too much 

data which then could make it hard to decide on a specific action. This is 

a further advantage which will be put under information generation.  

 

Lastly, as SACF is based on subjective judgment the method brings the 

benefit of using both qualitative and quantitative data as a source of 

information; this will be classified as another advantage within this 

category. 

 

Provide structure for analysis: 

 

SACF shows a methodology of how to handle the data which has been 

acquired from an external environmental scanning. In other words, it 

gives a clear step by step instruction of how to conduct an evaluation. 

This will be categorized as advantages. 

 

Aid & Guide managerial decision making: 

 

During the case applications it was rather obvious how a SACF analysis 

could benefit the decision maker. The method communicates strategic 
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action in a rather clear way.  

 

One disadvantage identified during the case applications was the 

dependence the final result have on the subjective judgment of the 

evaluator. This means expert judgment is needed. 

Another decision making advantage of the SACF method emerges from 

how the method is build up. As seen in the case applications one 

contextual factor has two parts. By that is meant it calculates both the 

possible threat and the possible favor the factor can have on the 

outcome. This means SACF allows for ambiguity. 

 

The method also allows the possibility for a prioritization amongst the 

contextual factors. However, the results have shown that this may be 

hard when the acquired results of SACF present contextual factors that 

are too similar. In other words, contextual factors are illustrated in the 

same cell. Furthermore, conclusion may be hard if the results acquired 

from the analysis from the different strategies are too similar.  

 

SACF depends on the evaluator entering the factor magnitude and 

factor impact which result in the contextual factors acquires an expected 

threat and favor with respective a probability. This means that the 

method generates information that allows the decision maker to 

conclude if the analyzed subject is viable to conduct or it may be too 

risky.  

 

Other: 

 

As Chapter 5.1 states, SACF can be used in two of the strategic 

management process. Namely ‘Identify and analyze external 

environment factors’ and ‘Create, evaluate and select strategy’. This will 

be categorized as an advantage. Depending of course on how long time 

and what the evaluator does in order to estimate the input parameters 

the time and cost of conducting a SACF evaluation differs. However, in 

general the method was meant and can be used as a quick way to 

analyze a situation. For this reason the time and cost factor will be put 

as an advantage under the category ‘others’. The method itself is rather 

simple. However, as stated before for a valid and accurate estimation 

expert judgment is required. This makes it a disadvantage. 
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Table 5.3 Advantages & Disadvantages with SACF 

Category: Advantage/Disadvantage or Yes/No 

Information generation: 

 

Advantage:  

- Supports Risk identification.  

- Not too much data, 

- Can use qualitative and quantitative 

data sources, 

Disadvantage: 

- No Risk Identification. 

Provide structure for analysis: 

 

Advantage: 

- The data acquired from external 

environment scanning is used in a 

structural way, 

- Clear structure for evaluation.  

Disadvantage 

 

Aid & Guide managerial 

decision making: 

 

Advantage: 

- Communicating directions for strate-

gic action, 
- Ambiguity 

- Allows for prioritization, 

- Allows analyzing the viability of a so-

lution. 
Disadvantage: 

- Subjective Analysis & requires 

expertise, 
- Hard for conclusions when end results 

are too similar 
- No guideline of constructing the 

prioritization list if the factors end up 

in the same cell. 

Others: 

 

Advantage: 

- Can be used in ‘Identify and analyze 

external environment factors’ and 

‘Create, evaluate and select strategy’. 

- Time & costly. 

Disadvantage: 

- Simplicity, 
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5.6 Comparison of SACF, SWOT & PEST 

This sub-chapter will go through the comparison which was made. The 

discussion is summarized in Table 5.4, where 'A' stands for advantage 

and 'D' stands for disadvantage. For further information about the 

guidelines for the comparison the reader is referred to Chapter 3.6. For 

more information about the advantages and disadvantages about SWOT 

and PEST the reader is referred to Chapter 2.5 and Chapter 2.6. 

 

Information generation: 

 

As with the SACF method, both SWOT and PEST relies on the 

brainstorming technique for risk identification. In addition, all methods 

provide guidelines for the brainstorming. For example, the SWOT 

method is about brainstorming factors which can be categorized as 

Strength, Weakness, Opportunity or Threat. PEST as with SACF is about 

brainstorming factors that can be categorized as Political, Economic, 

Social or Technology.  As it does not include but supports the generation 

of information all methods was for this whole category assigned with 

the grade ‘Partial’.  

 

Each method are based on a qualitative approach, even though SACF 

does translate the qualitative data into quantitative in the analysis the 

factor impact and factor magnitude is based on qualitative subjective 

judgment. This judgment however, can as previously mentioned, be 

based on qualitative or quantitative data. This is an advantage shared 

with SWOT and PEST. Another advantage the method SACF has over 

SWOT and PEST is the amount of data. As mentioned in Chapter 2.4 

and 2.5, a SWOT- and PEST analysis could easily become overwhelming. 

The creator of SACF advised to use maximum seven factors.   

 

Provide structure for analysis: 

 

All methods have clear instructions. This means all methods will be 

assigned with a ‘yes’. SWOT can be used in a lot different situations and 

still remains consistent, so does SACF although it can only be used in 

two stages in the strategic management process. Nevertheless, it was 

assigned as an advantage in Application neutrality. PEST on the other 

hand, can only be used for external environmental scanning therefore 

assigned with X (Not applicable). 

 

Aid & Guide managerial decision making: 
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There seem to be a lot of similarities between the methods. Obviously 

each method provides the decision maker with some kind of aid in the 

decision making process. For SWOT and PEST an identified threat/risk 

could directly communicate a strategic action. While compared to SACF 

it is possible to these methods has their limitations. However, the factor 

Multi-level analysis can be seen as an advantage in all three cases. 

 

As previously explained, in a SACF evaluation one factor can be a threat 

and a favor at the same time. As can be seen in Chapter 2.4, this is not 

applied in a SWOT analysis. This could indicate loss of valuable 

information which could help in the decision making process. This 

phenomenon of loss of valuable information could arise for instance if a 

SWOT analysis was conducted on the clean air programme case 

(Chapter 4.1). There is no mentioning of the amount of favor this factor 

could provide if handled correctly. This means the amount of 

importance is ignored. Then it would be needed to conduct a SWOT 

analysis on every option. However, even then there would be nothing 

which indicates the amount of the impact or its respective probability. 

Concerning the PEST- analysis, the method itself doesn’t focus on 

considering that each opportunity may also at the same time be a threat 

and vice versa. However, as the method is rather general the method 

does not prohibit this kind of discussion. For this reason the factor 

ambiguity is put as an advantage of PEST and SACF while as a 

disadvantage for SWOT. 

 

As seen in Chapter 2.4-2.5, SWOT and PEST analysis does not provide 

any guidelines, for the execution of prioritization, of the identified 

factors. There are existing extensions of SWOT which tries to integrate a 

prioritization function. However, this is not taken into consideration in 

this thesis. As proven in the analysis SACF does provide a prioritization 

of the factors. However, as shown and previously discussed the factors 

could easily end up in the same cell. The reason being a new scale is 

needed in the Factor Assessment Matrix. However, as SACF is built to 

allow it, it was put as an Advantage while SWOT and PEST are put as a 

disadvantage. 

 

Each method is also based on subjective judgment. The process of all 

methods includes a group of individuals coming up with different 

factors which leads to an analysis subjective to the group which created 

it. For this reason all methods was assigned as a disadvantage. 
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Others: 

 

SWOT is known to be widely applicable. In other words, it can be used 

in a lot of different situations. For example, a SWOT analysis can be 

used selecting an organizational structure. In this case the evaluator 

conducts SWOT analysis for each of the organizational structure which 

is being considered. As the analysis has proven, SACF can be used 

within two stages of the strategic management processes. However, 

relation to SWOT this was put as a disadvantage. Furthermore, as 

explained in Chapter 2.7, PEST can only be used for environmental 

scanning. 

 

Compared to SACF; SWOT is much simpler. There is no advanced 

knowledge required to conduct a SWOT analysis. This is mainly 

because there are no calculations or any prioritizations made in the 

method. As previously mentioned, SACF does not require a lot of time 

or cost, depending of course on how the information for the input 

parameters of SACF is gathered. It might be a bit more time consuming 

than a SWOT analysis but if using SACF available software there should 

not be much difference. Concerning PEST, the literature has showed that 

it is very time and cost consuming. To fully be able to compare this 

factor with SACF and SWOT, insight in the how the creators reached 

this conclusion is needed. In other words, what criteria it was based. 

This information was not provided. However, based on the literature 

and this discussion SACF and SWOT was assigned as an advantage 

while PEST was assigned as a disadvantage. 
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Table 5.4 Advantages & Disadvantages 

 Category & Factors: SACF: SWOT: PEST: 

Information generation:  Partial Partial Partial 

Amount of data: A A A 

Data Integration: A A A 

Provide structure for analysis: Yes Yes Yes 

Application Neutrality A A X 

Aid & guide managerial decision making: Yes Yes Yes 

Multi-Level Analysis: A A A 

Ambiguity: A D A 

No weighing factors: A D D 

Subjective Analysis: D D D 

Others:    

Problem Domain D A D 

Simplicity, D A A 

Cost & time A A D 

 

5.7 Ethics 

As it has been shown SACF is a method that can make a conclusion 

from a very complex problem and aid the work of making a hard deci-

sion. It is argued by Brans (2002) that a decision in a Socio-Economic or 

Human framework should be submitted to three poles of influence, a 

rational, a subjective and an ethical one. He further explains that a deci-

sion should be well-balanced by these three poles. All decisions close to 

the extreme points should be considered with suspicion (Brans, 2002). It 

is therefore important that ethical questions should be considered when 

evaluating the end result of SACF. Any application and use of a decision 

analysis is embedded with ethical implications. This means that ethical 

questions also arise during the use of SACF. The decision maker should 

therefore be able to motivate why the decision analysis was done, how 

the information was gathered and how it was intended to be used (Ken-

ney 1984). 

5.8 Bias & Reliability 

In this research possible bias has been tried to be minimized as much as 

possible. However, this can only be done to a certain degree. In this re-

search the comparison of the method was based on objectives of strate-

gic tools and already known advantages and disadvantages of the 

SWOT and PEST method. This could possibly have caused some ad-

vantage or disadvantage of the SACF method not being identified and 

the comparison to be biased by the creators of these articles.  Further-

more, the comparison itself could of course be influenced by the authors 
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own subjective beliefs. The subjective judgment of the factor impact and 

the factor magnitude in the case applications creates no biases. As men-

tioned in Chapter 5.3, the result itself does not matter.  

5.9 Future Research 

As previously mentioned in Chapter 1.4 there are a number of limita-

tions of this research. Firstly, this research only compares SACF to 

SWOT and PEST. It would for future research be interesting to compare 

it to other methods. Secondly, the advantages and disadvantages were 

taken from a number of articles. It would be interesting to conduct eval-

uations with all methods on one particular case to further compare the 

different approaches. Also, to further examine the situational preference 

of each method. As SACF does not consider the ethical aspect of contex-

tual factors it could be of interest to investigate how it could be integrat-

ed.   
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6 Conclusions 
Based on the result of this research the sub-questions to the main 

research question “What are the possible benefits from using SCAF in 

strategic management?” will now be answered and the purpose of this 

thesis will be fulfilled.  For further information about the purpose the 

reader is referred to Chapter 1.2.    

 

Where in the strategic management process can SACF be useful? 

 

The following results have been acquired from the investigation: 

 

- SACF can partially be applicable in the process of environmental 

scanning, where it actually gives a hint of how to identify exter-

nal environment factors. But this needs to further be developed.   

 

- SACF is a method that actually makes use of the data acquired 

from the external environment scanning and supports the work 

of Creating, evaluating a strategic problem. 

 

- SACF may ease the work of selecting a strategy, 

 

- This investigation shows that SACF can be a tool to be used with-

in strategic management.   

 

Does SACF follow the definitions for effective risk management tools set 

by the ISO 31000-2009? 

 

According to the definitions provided in the ISO standard of effective 

risk management. The following result has been acquired: 

 

- SACF is not a Risk identification tool (Not applicable); it does 

however support the identification of contextual factors using the 

PEST categorization to find contextual factors which have an in-

fluence on the outcome. 

 

- SACF is a Risk Analysis tool (Highly applicable); it is a semi-

quantitative Risk Analysis method which uses a semi-

quantitative model for consequence analysis and probability es-

timation. 
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- SACF is a Risk Evaluation tool (Highly applicable); it provides a 

model of how different factors influence an activity, positively 

and negatively. It gives an estimated impact and an estimated 

probability in both directions. 

 

- From the acquired information it can be said SACF is an effective 

risk management tool but needs to be supplemented with the 

brainstorming technique for RI. 

 

What can a SACF evaluation provide in strategic risk management? 

 

- SACF support the identification of contextual factors which have 

an influence on an outcome,  

 

- SACF gives information about the impact and probability of 

these contextual factors in both a positive and negative direction, 

 

- SACF communicates strategic action and assist decision makers 

in choosing the proper course of action, 

 

- SACF provides an analysis which it is possible to combine quali-

tative and quantitative data as an information source for the in-

put parameters, 

 

- SACF provides a quick and cheap but yet effective evaluation al-

ternative, 

 

- Further answers will be given in combination with the next sub-

question. 

 

What are the advantages and disadvantages of SACF compared to 

SWOT & PEST? 

 

Advantages by SACF against SWOT: 

 

- SACF gives a prioritization of the factors, 

 

- SACF allows for ambiguity. In other words, for factors to be both 

a threat and a favor at the same time. This results in additional in-
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formation concerning the importance of a factor which in turn 

might lead to better strategies being chosen. 

 

- SACF restricts the evaluation to a maximum of seven contextual 

factors which result in an always comprehendible amount of da-

ta, 

 

Disadvantages by SACF against SWOT: 

 

- SACF cannot be applied in as many situations as SWOT. In other 

words, the problem domain is more limited. 

 

- SACF is a bit more complicated than a SWOT analysis and re-

quires more expertise. 

 

Advantages by SACF against PEST: 

 

- The PEST-analysis does not provide any guidelines of how to 

prioritize or further use the raw data collected which SACF does 

provide.  

 

- The risk with PEST-analysis is that too much data may be cap-

tured. SACF restricts the data generation of maximum of seven 

contextual factors, 

  

- SACF is less time and cost consuming than PEST. 

 

Disadvantages by SACF against PEST: 

 

- SACF is more complicated than PEST. 
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