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THE PATHFINDER’S TALE

This book is about freedom.

In western societies, people are ostensibly free, but
they feel constrained by the unpredictability of events.
Every year, eVery decade, we are surprised by social or
technological upheavals that appear suddenly, surpris-
ingly. How can people, businesses, and institutions
plan for the future when they do not know what tomor-
row will bring? A deep and realistic confidence is built
on insight into the possible outcomes of our choices. In,
this unpredictable context, freedom is the ability to act
both with confidence and a full knowledge of uncer-
tainty.

To act with confidence, one must be willing to look
ahead and consider uncertainties: “What challenges
could the world present me? How might others re-
spond to my actions?” Rather than asking such ques-
tions, too many people react to uncertainty with de-
nial. They take an unconsciously deterministic view of
events. They take it for granted that some things just

can’t and won’t happen; for example, “‘oil prices won’t

collapse,” or ‘“‘the Cold War can’t ever end.” Not hav-

ing tried to foresee surprising events, they are at a loss

for ways to act when upheaval continues. They create

blind spots for themselves.

Scenarios are a tool for helping us to take a long
view in a world of great uncertainty. The name comes
from the theatrical term “scenario”—the script for a
film or play. Scenarios are stories about the way the
world might turn out tomorrow, stories that can help

us recognize and adapt to changing aspects of our pres-
ent environment. They form a method for articulating

the different pathways that might exist for you tomor-
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row, and finding your appropriate movements down
each of those possible paths. Scenario planning is

about making choices today with an understanding of!
how they might turn out.

In this context the precise definition of ‘‘scenario”
is: a tool for ordering one’s perceptions about alterna-
tive future environments in which one’s decisions
might be played out. Alternatively: a set of organized
ways for us to dream effectively about our own future.
Concretely, they esemble a set of stories, either writ-
ten out or often spoken. However, these stories are
built around carefully constructed “plots” that make
the significant elements of the world scene stand out
boldly. This approach is more a disciplined way of
thinking than a formal methodology.

I've used scenarios with some of the world’s largest
businesses and government institutions, in starting a
small business, and I've used them to make personal
decisions about my diet and health. You could use sce-
narios to plan a small business, to choose an education,
to look for a job, to judge an investment, or even to
contemplate marriage. Often, scenarios can help peo-
ple make better decisions—usually difficult decisions
—that they would otherwise miss or deny.

Qonsider, for example, the crisis overtaking the ad-
vertising industry. Beginning in the early 1980s, any-
;I(;f)ucl(;;liltd (})1?‘;18 looked ah(—?-ad .and seen the growing
V. Video};assetiw communication technologies: cable
olevtronic mal e:, édnill computer—baseld media SLlC}:l as
chiange was irrI; t (:J Internet. Th1§ technological
media industries bVCz]Ca.lt? force, .certam to shock the
revenues—irom tra}c;it'ralning audlences—.—a.nd thed aC
could say exactly whelo?}ii network television. No one
it would play out butl‘l e shock would come, or how

, it was clear that, within a matter
of years, ad agenci ki
gencies would find their business either
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radically changed, or severely diminished—as had the
U.S. steel industry in the early eighties, for example.

While the changes were certain, their exact form
was unclear. How strong would be the influence of
companies such as Disney, which refused to allow ad-
vertising on prerecorded video tapes? Which consum-
ers would be most willing to use new forms of media
first? What regulatory pressures would prevent tele-
phone companies from entering the business of distrib-
uting film and television by wire? What forms could
advertising take ten years hence, and how could agen-
cies make money at it? What would be the effect of
suddenly popular new communications media, such
as fax machines? A set of scenarios would have de-
scribed the range of worlds that might emerge by look-
ing carefully at important elements of the world in the
early 1980s.

In 1987, the shock began to hit. Ad agency profits
began to decline, people found themselves laid off, and
more and more agencies had to haggle over fees with
their clients. Most ad people assumed the crisis was
temporary; that it would be followed by a new status
quo. Today, ad agencies are in yet deeper economic
trouble, still hoping for a turnaround, and still refusing
to look at the opportunities—as well as the pitfalls—in
the rise of new technology. I know this because, along
with several other people, I began work in the late
1980s on a set of scenarios about the effects of new
technologies on the media business. We found clients
from every conceivable segment: a broadcast network,
a telephone company, a movie production studio, and
?i ;:IIrllSumer products company that places major adver-
inviteiln:j'én but one of the advertising agencies we
interested]o'rm-uii in this study of its own futurc? weren't
they are a{;ra iOd]uf ge from our FOnversatlons. with them,
{gnorance wer of what they might learn, as if the cost of

e smaller.




6

THE ART OF THE LONG VIEW

Scenarios are not predictions. It is simply not possj-
ble to predict the future with nertainty. An o.ld Arab
proverb says that, ‘*he who predicts Fhe future l}es even
if he tells the truth.” Rather, scenarios are vehicles for
helping people learn. Unlike traditional busines:s fore-
casting or market research, they present alternative im-
ages of the future; they do not merely extrapolate the
trends of the present. One common trend, for instance,
is the U.S. birthrate. In the early 1970s, it hovered
around 3 million births per year; forecasters at the U.S.
Census Bureau projected that this “trend” would con-
tinue forever. Schools, which had been rushed into
construction during the baby boom of the fifties and
early sixties, were now closed down and sold. Policy-
makers did not consider that the birthrate might rise
again suddenly. But a scenario might have considered
the likelihood that original baby boom children, reach-
ing their late thirties, would suddenly have children of
their own. In 1979, the U.S. birthrate began to rise; it is
now over the 4 million per annum of the fifties. Demog-
raphers also failed to anticipate that immigration
would accelerate. To keep up with demand, the state of
California (which had been closing schools in the late

1970s) must build a classroom every day for the next
seven years,

Often, mana
understanding
in his task, ho
lon

gers prefer the illusion of certainty to
risks and realities, If the forecaster fails

» - Scenarios allow a manager to
say, ‘I am prepared for whatever happens.” It is this

ability to act with q knowledgeable sense of risk and
reward that separates both the business executive and
the wise individual from q bureaucrat or a gambler.
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The Explorations of Pierre Wack

Scenarios first emerged following World War II, as
a method for military planning. The U.S. Air Force
tried to imagine what its opponents might do, and to
prepare alternative strategies. In the 1960s, Herman
Kahn, who had been part of the Air Force effort, re-
fined scenarios as a tool for business prognostica-
tion. He became America’s top futurist, predicting the
inevitability of growth and prosperity. But scenarios
reached a new dimension in the early 1970s, with the
work of Pierre Wack, who was a planner in the Lon-
don offices of Royal Dutch/Shell, the international oil
enterprise, in a newly formed department called
Group Planning.

Pierre and other planners at Royal Dutch/Shell (no-
tably his colleague Ted Newland) were looking for
events that might affect the price of oil, which had
been more or less steady since World War II. Oil was, in
fact, seen as a strategic commodity; consuming nations
would do what they could to keep the price low, since
the prosperity of their economies depended on oil. But
there were several significant events in the air. First,
the United States was beginning to exhaust its oil
reserves. Meanwhile, American demand for oil was
steadily rising. And the emerging Organization of Pe-
FrOlefum Exporting Countries was showing signs of flex-
Ing its political muscle. Most of these countries were
islamic, and they bitterly resented Western support of

srael after the 1967 six-day Arab-Israeli war.
izeé“:}?k:nj\g‘ closely at the situation, Pierre and Tfad real-
thots oiell : lIabs could demand much higher prices for
only uni:ert ere was every reason that they would. The
ainty was when. One could not know for

;‘-
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sure, but it seemed likely to happen before 1975, Whep
old oil price agreements were du'e to be renegotiateq
They wrote up two sets of scenal."los—each a COf{lplete
set of stories about the future, with tables of projecteq
price figures. One story presented the conveptional
wisdom at Royal Dutch/Shell: somehow, the oj] price
would stay stable. In order for that to happen, a miracle
would have to occur; new oil fields, for instance, might
have to appear in non-Arab countries. The second sce-
nario looked at the more plausible future—an oil price
crisis sparked by OPEC. Shell’s directors lif;tened care-
fully as Pierre presented these two scenarios. The di-
rectors understood the implications: they realized that
they might have to change their business drastically.

Pierre waited for a change in behavior at Royal
Dutch/Shell; but no change in behavior came. That’s
when he developed his breakthrough: scenarios, as he
later put it, should be “more than water on a stone.” To
be truly effective, they had to “change our managers’
view of reality.”

In this new type of scenario, there were no more
simple tales of possible futures, Instead, Pierre de-
scribed the fyl) ramifications of possible oil price
shocks. He tried to make people feel those shocks.

“Prepare!” he told oil refiners and marketers. “You are
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emotionally for the change. The company’s executives
responded quickly. During the following years, Shell’s
fortunes rose. From one of the weaker of the “Seven
Gisters,” the seven largest global oil companies, it be-
came one of the two largest and, arguably, the most
profitable. Pierre was no longer concerned with prog-
hostication; his concern was the mind-set of decision-
makers. It was no accident that his 1985 articles on
scenarios in the Harvard Business Review were titled,
«The Gentle Art of Reperceiving,” rather than “How to
Predict the Future.” To operate in an uncertain world,
people needed to be able to reperceive—to question
their assumptions about the way the world works, so
that they could see the world more clearly. The pur-
pose of scenarios is to help yourself change your view
of reality—to match it up more closely with reality as it
is, and reality as it is going to be.

The end result, however, 1s not an accurate picture
of tomorrow, but better decisions about the future. The
planner and the executive are partners in taking a long
view. Thus, while Pierre Wack’s seminal role is at the
heart of this story, it is thoughtful and farsighted Shell
executives who invited him into that role in the first
place, provided him with the resources he needed, and
paid him the compliment of listening to him and tak-
ing him seriously. Surrounding Pierre was an excep-
tionally able team, including Ted Newland and Napier
Collyns, who were critical to the success of the sce-
nario process. In this book I will focus more on the role
of those whose day-to-day activities lead them to
spend time taking a long view. The real value comes

fl’Otm the interaction with those who must decide and
act,

- Pierre. Wack was not interested in predicting the
ure. His goal was the liberation of people’s insights.

f’{if‘;nethods were the inspiration for the art of the long
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The Personal Future

I have been a professional builder and user of sce-
narios since the early 1970s, when I began working as
futurist for a California think tank called Stanford Re.
search Institute (now called SRI International). Whep
Pierre Wack first came to visit SRI in 1975, I was 4
practitioner of the “Herman Kahn” school. I had not

yet thought about changing mind-sets or reperceiving
the world. Nonetheless, I knew Pierre by reputation: he
was the man who had anticipated the oil price crisis,
when apparently nobody else had. He was in charge of
thinking about the future at one of the largest compa-
nies in the world.

At Shell, Pierre had come to believe that if you
wanted to see the future you could not go to conven-
tional sources of information. Everyone else would
know them as well and thus you would have no unique
advantage. You had to seek out truly unusual people
who had their finger on the pulse of change, who could
see significant but surprising forces for change. These
people would be found in very different walks of life,
all over the world. He had come to SRI at the invitation
of two such “remarkable”” people—Willis Harman,
who had started the futures group at SRI and had been
Ploneering more intuitive approaches to thinking
31;::;1; aind z‘ix;nold Mitchell, who was in the process of
PI‘OjectpfoI;gcl e_SRI Values and Lifestyles Program, a
to deeper Ch::mfyu'lg _Segments.of the public accorc.hng

Piorrs cor :§ etrlsthS than simply age and lc?catlon-
study we hag dl: 0 my office after Willis mentlonef:1 a
Agency—on the fﬁf for the E'nv1ronmental Prote(:‘tlOn
Was a mygtens ure .of environmental issues. 1.3161'1'3

ysterious, elusjye Frenchman, almost oriental

Ny TR g, H
L
R I o S
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in appearance. I talked with him for about twenty min-
utes, describing my work with scenarios; we were still
just describing possible futures and had not made the
leap to influencing decision-makers’ mind-sets. None-
theless, a few days later, I received a telex from Lon-
don: “Would you leave SRI for two years and join our
teamn at Shell?”” I demurred—one of the few decisions
in my life that I've regretted. But I gradually began to
work with him, performing studies for Shell, learning
the art and method of Pierre’s approach.

In 1982, I was offered another opportunity to join
Royal Dutch/Shell’s Group Planning—this time, as
Pierre’s replacement. He was retiring. I would be work-
ing instead with Arie de Geus, the coordinator of
Group Planning, who was pursuing his own set of
ideas about organizational learning. I spent five years
at Shell: then, in 1987, I took the plunge as an entrepre-
neur starting, with a few friends, a new style of organi-
zation called Global Business Network, which brings
together people from many different fields to help com-
panies gain insight into the future. This book is based
upon what I learned along the way about how to take

the long view.

In the early 1970s, the most significant question a

futurist could answer (I felt) involved a political vi-
sion: “What is a realistic goal for a better future?” The
conventional political answers to this question when I
first asked it, in the early 1970s, seemed implausible or
undesirable. The right offered wealth at a high social
price; a ‘small proportion of the population could live
at a very high standard, while the rest of the world’s
environment deteriorated. The left promised a future
of forced equality, planned and managed by “gxperts.”
But even before communism collapsed in Eastern Eu-
rope, it was possible to see that central planning would
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fail to meet human spiritual and psychological needs,
Jet alone physical needs.

There is a hunger for another set of visions of 4
possible society. We know that prosperity is not ineyj.
table: the economic mistakes of the late sixties and sey.
enties led to the slow growth and volatility that fg]-
lowed. Moreover, as environmental problems have
grown in seriousness, people have also become in-
creasingly aware of the long-term costs of short-term
wealth. Concerns about drugs and crime are the inevi-
table outcome of failing to meet the needs of society’s
most desperate people. The celebrated collapse of com-
munism and the end of the post-war political order
have left a void which could be filled, perhaps, by a
major war.

I know many people who are deeply pessimistic
about the future; even people who are well known and
financially secure, people with loving families, people
who live in the wealthiest countries in the world. To
them, the future of the world has taken the image of
Manila, a truly unlivable city today: crowded, poor,
rife with crime and abandoned hope. But I am person-
ally optimistic: I believe that a better political vision is
eémerging. Scenarios help make that possible; for one
thing, they help people keep their visions of the future
re:alistic. For another, they permit everyone to envision
h1§ or her own. I will not describe my future to you in
this book; I will show you how to see yours.

For in the end, every scenario is personal. I have
Ez‘;n mUI,l,ing over the ﬁndings about a “human growth

.mrgggz Iﬁla C;I‘ug which, as reported in the New Y01'1;
uly 7, 1990 0

aging in peogle past m’iglcjﬁ): :I‘Z t%;z‘;zﬁzﬁz eg:;tsthe

Times ran an editorial; “Thig ; he f : tai1,1 of
youth,” it said in off ¢Sk S 1S not t' e Toun N

Times had wri’ttenea o ‘1It i that big a deat T[‘) i
1903, criticizing eaﬂ;l:flgoifsiilfrfal Dack In 08 i
uild heavier-than-al
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flying machines. The technology, they said, was theo-
retically impossible. Two months later, the Wright
Brothers launched their plane at Kitty Hawk.

If this growth hormone works without major side
effects, it could have dramatic global effects. Consider,
for instance, the demographic effect: suppose the aver-
age United States life span changes from 72 to 100. We

have already seen that amount of life span increase—
he twentieth century. Now

se to 150. There would be
fewer at 120, and an
ds to those who are

30 years—since the turn of t
the life span ceiling might ri
large numbers of people at 110,
equivalent number of 100-year-ol
70 today.

It sounds like science fiction, but I take the idea of
the growth hormone seriously because I have followed
news about genetic engineering since the early 1980s;
this news report fits well with early intimations I saw
that such a hormone could exist. Nonetheless, I do not
self, that such a hormone will exist. I
that it could—and that it
fications in ad-
fore-

say, even to my
am willing to admit only
would be wise to think about its rami
vance. The implications are profound. Population
casts would be immediately made wrong; demographic
projections depend on the birthrate and on average life
spans (the death rate). If those assumptions are off by
30 percent, it could mean a population growth curve
rising exponentially from previous projections. If the
hormone extends the childbearing age for women, it
could dramatically increase the birthrate as well.

If the hormone appears first in wealthy countries,
those that use more natural resources, it could acceler-
ate environmental disaster. Conversely, it could in-
crease pressure for environmental quality. The long-
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Inerability to disease, and they will now carg
livers, their lungs, and their hearts
] want to spend their last fifty years
in a wheelchair. Pressure to cure Alzheimer’s diseage
will increase. The existence of the growth hormone
will spur some people to investigate long-term health
insurance; they’ll need to know where to get it if the
drug becomes available.
But the most important effects of the growth hor-
mone, for me, concern my owin life. My wife Cathleen
and I, both in our forties, recently had our first child.
Amid our joy, there’s a small sadness: “When my son
is 15, I'll be 59; when he’s 20, I'll be 64.” But if [ knew I
would live to 120, being 60 would seem comparatively
“When my son’s 60, I'll be 104. Big deal!”
Many policymakers would dismiss the growth hor-
mone as a source of idle speculation. They could easily
be caught unawares by its effects, as they were by the
danger of global warming, which was first brought to

¢ attention in the early 1970s. Global warming is
ntext of

inate vu
about making their
last longer. Few wil

young.

publi
another issue that takes its meaning from the co

your own life. If you're the president of an automobile
or energy company, it might mean dramatic extra ex-
penses, and equally dramatic marketing and research
opportunities. If you're a student, it could mean differ-
ent choices in what form of education to pursue: I
you're starting a family, it could mean choosing a dif-
ferent community to live in.

I don’t mean to suggest that you spend all your wak-
ing hours considering arcane possibilities. The trick is
finding those possibilities to consider which are signif-
icant. As Paul Valéry suggested (in a 1944 essay), the
unpredictability of the world has made this sort O
practice an imperative, even in daily life:

Unpredictability in every field is the result of the
conquest of the whole of the present world by scien-

’
L}
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tific power. This invasion by active knowledge
tends to transform man’s environment and man
himself—to what extent, with what risks, what devi-
ations from the basic conditions of existence and of
the preservation of life we simply do not know. Life
has become, in short, the object of an experiment of
which we can say only one thing—that it tends to
estrange us more and more from what we were, or
what we think we are, and that it is leading us . . .
we do not know, and can by no means imagine,

where.

Not just our livelihoods, but our souls are endan-
gered—unless we Jearn to distinguish the significant
aspects of the future. The scenario method works in
this respect. It is specifically based on our own per-
sonal urgencies (or on a company’s institutional
urgencies). It uses our individual needs as a filter. But
unlike Valéry my experience says that it is possible to
study and imagine where we may be headed. By imag-
ining where we are going, we reduce this complexity,
this unpredictability which (as Valéry saw) encroaches

upon our lives.




