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The future is uncertain . . .

...and humans are bad at predicting,

...SOo wWhat can we do?




The future is uncertain

Answer poll question at slido.com #G907
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Sources of Uncertainty (beyond your control or influence)
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Sources of Uncertainty (beyond your control or influence)
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Sources of Uncertainty (beyond your control or influence)

Interest rates
Global trade
Taxes/Fees/Fines
Inflation

Number of Countries

Distribution of Worldwide Corporate Tax Rates, 2014

Worldwide Weighted Average

Worldwide Average 226% 30.6 39.1% United States

Inflation Is Below Target Globally

ey
150
{40

{30

\, s

j03

S,
00 ——— = = Y —
2 ‘xx
¢5- 210- 215- 220- 225- 230- 235- 240- 245- 250- 255% 20
<10% <15% <20% <25% <30% <35% <40% <45% <50%  <S55% 2006 207 008 2009 010 201 01 018 206

Top Marginal Corporate Tax Rate

1030w SWOOEN o SWLIONING  smnn Deemiark

Sources of Uncertainty (beyond your control or influence)

Environmental

Availability of resources

Air & Water quality
Food safety
Pollution




Sources of Uncertainty (beyond your control or influence)
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The future is uncertain . . .

...and humans are bad at predicting,

...So what can we do?

How do we plan for the future?

Time

Point Forecast >
+5%

Risk Management m
-5%

But what about very long
term (10+ years) planning?

Planning Horizon




Longer term planning is impacted by events

Ill i I- AR g N T Corver for Source: Scenarios: An Explorer’s Guide, Shell International 2003.
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Why are we so bad at planning for the future?

Because we try to predict the future — and humans are horrible at that!

.. . . Provincial — a person with a narrow point of
We are all “Provincials in Time” . P narrow p
view or outlook, countrified in the sense

of being limited.

Recency Bias — the tendency to weigh the latest
information more heavily than older data.

Historical Myopia - the closer an era is to our
vantage point in the present, the more
details we can make out.

Availability Heuristic - the easier it is to recall
examples of an event, the more probable

There mustibe ' more than this peopf; think it is P

hrovincial lifell .




Provincials in Time

1. We look to the future through today’s lenses,

2. We think today will go on for forever
—that change happens slowly, and

3. We forget how we got to today
— it seems pre-ordained.

Provincials in Time

1. We look to the future through today’s lenses,
2.




Great Horse Manure Crisis 0_1‘“14894

The situation was dire!
* >150,000 horses in NYC producing >2,000 tons of manure per day
* Estimates of manure reaching 3rd floors by 1930 & nine feet in London by 1950

Interestingly, though . . .
e >4,000 cars sold in US in 1900

e By 1916 more cars than horses registered in NYC.
The first subway in NYC was operating by Oct 1904. ?t'
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Provincials in Time

1.

2. We think today will go on for forever
—that change happens slowly, and
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Some Changes Can Happen Rather Quickly
... Mobile Communications

2007
0.25 lbs

1993
1.25 Ibs

22
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Some Changes Can Happen Rather Quickly
... Mobile Communications

How many Smartphones do you have with you right now?

How much time do you use your Smartphone as a phone?

Entertainment

Communication activities
Texting 22%
Phone call 22%
Email 10%

Social media 10%

Communication

65%

Activities

Source: GfK MRI, “Mobile Now” 2016

Answer poll question at slido.com #G907

Source: Nielsen 2013

Nir cHC ...
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Rapid Changesin ... Data Storage

250 MB in 1990s
~175 3.5” Floppies (1.44 MB)
Stack 2 feet high & ~3 Ibs

Now, we can’t give
it away!
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Answer poll question at slido.com #G907
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Rapid Changesin ... Consumer Taste

T R Greek yoghurt in the US
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Provincials in Time

3. We forget how we got to today
— it seems pre-ordained.
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Today was pre-ordained . .. or was it?

_Zsmmpes
(DANNON]
—t |
Turt: Bott0" s,

Iir coex

27

Future is pre-ordained . .. or was it?

NCP EU referendum update Number Cruncher Politics I X
As of 7am 23rd June, changes versus 22nd. Data source: NCP www.NCPolitics.UK l
What the polls show: Probability (%) of each outcome:
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Provincials in Time

1. We look to the future through today’s lenses,

2. We think today will go on for forever
— that change happens slowly, and

3. We forget how we got to today
— it seems pre-ordained.

We get lulled into the current Dominant Design!

[

The future is uncertain . . .

...and humans are bad at predicting,

. ..SO what can we do?
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3 Tools for Navigating the Future in Your Organization

1. Change your thinking from events to effects

2. Try scenario planning (@ large & small scales)

3. Select & monitor sensors in the ground

3 Tools for Navigating the Future in Your Organization

1. Change your thinking from events to effects

16



BRying 2002

Nir €

- Impact on sourcing patterns

Where are raw products and WIP sourced from?
Are materials sourced in or out of the region?

~ " Impact on flow destination

Where is the demand located?
How are final destination locations distributed?

—J\/—‘ Impact on routing

How is freight moved within the region?
Are there intermediate shipment points or mode switches?

How can an
event impact

freight flows?
— =
" Impact on flow volume

How will the total volume of freight shipped in and
through the region change?

7 Impact on value density

How will the product characteristics change?
How does the value density change?

Ll Answer poll question at slido.com #G907 34
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3 Tools for Navigating the Future in Your Organization

2. Try scenario planning (@ large & small scales)

Planning for the Future

Time

Point Forecast >
+5%
Risk Management ol

Planning Horizon

v
Shift focus from prediction to preparation

18



So many potential futures, so little time . ..

T .

A potential future or scenario is a
set of driving forces you can
neither control nor influence.
Scenarios should be plausible,
consistent, differentiated,
memorable, challenging, but not
necessarily accurate!

In scenario planning we need to
create a handful of alternative
futures that together contain the
most relevant uncertainty
dimensions.

i (eiplace
e et Jmies, (@) B /G
Flows Scenarios \ea/y v 2y
pr— ‘\7?1' Naftastique!
f/\' High

e

uiil

Detail
conscious

ONE WORLD ORDER

Cognitively
versatile

Non-
discerning

oven 70 DiFFERE

Big picture
conscious

High

Intuitive
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Scenario Planning Workshop Structure

Introduction &

Overview (ALL)
Global Millions L Scenario
Marketplace Naftastique! of .
Markets Immersion
Strategy | Strategy J | Strategy J | Strategy J
Evaluation
Feedback &/or Feedback &/or Feedback &/or Feedback &/or Mechanism

Evaluation

M cC-

Evaluation

Evaluation Evaluation

Convergence &
Reconciliation

*No Brainers
*No Gainers
*No Regrets
*Contingencies

Debrief
(ALL)

39

Snapshot Scenarios —

Group Number: 1 Shipper [ Carrierl] 3PL [] Gov.[] Acad

1. Definition

Autonomous trucks capable of moving goods from terminal to
terminal across highway network without human drivers.

Scenario Planning on a Budget!

* Invite a diverse slice of your firm/supply chain to
a brainstorming session.
* Select one trend, uncertainty, or driver at a time.

2. Adoption Matrix Timelive
0 28y s1op 162050 2040
Mace oneche 2 -~
pwoshmn B -
e d
2
s T Sis,
Aseption ¥ %,
B | o
g
b

* Have participants use poker chips to:
* Estimate the adoption rate
* Assess the impact or effect
» Use sticky notes to capture insights and opinions

3. Freight Flow Impacts

Answer poll question at slido.com #G907

40
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3 Tools for Navigating the Future in Your Organization

3. Select & monitor sensors in the ground

41

Cross-Scenario Comparisons

. '

Robust Implications Contingent Implications

| |
l

l l l

l

N

Sensors
in the
Ground

No _ Risk
Gainer Detailed Management
Review

A
New strategy Acid \
development process testing ~N _—
current
strategy

42
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Tying Sensors to Actions/Investments

Environmental Factors Desirability of Capabilities
Consumer
(Procurement] Brewing | Packaging [Distributi
Preferences Access to specialty hops / ingredients Scagee]  Abungane | (ZEEEE i canol el
’ \ 22 A h lid and liquid
Customization Regulations (and their enforcement)  Extogpve _minmat | O/ () SC0 HCTAT ———
2 \ 5 about emissions from trucks 3
X More Loss Brew with minimum amount of [l
Climate change related shifts in arable ypie arable resources
land capable of producing barley land Ilmd Create and host platforms for [T
micro-brewers, e.g. “Crushpad”
nlwly —_— o
, y volatile
Variability in the price of energy ,__I_. Profitably brew in smaller E =
batches
e
Brand World
Capture Assess
Update i
ind? ators ‘present’ [—>| capability
" state for ‘present’
T
Solicit Capture Assess Compare capability Playbook
prediction [—{ “future’ |— ca;zabnllty’ —>lusefulness from past,|— > Review
for ‘future’ state for ‘future present, and future Meeting
r Performed before Review meeting

|

Sensor in the Ground Polls . e
Marketplace 833?3+
Example:

China has begun severely limiting the

T

71%
export of rare earth metals. These Naftastique! [21%
metals are used in the manufacturing
of many products to include batteries, One World  39%

catalytic converters, and computer

display screens. China currently mines
over 90 percent of the the world's rare

earth minerals

Participants indicate if this event:
* brings us closer to Scenario X
* makes no difference to Scenario X

e takes us farther from Scena

rio X

26%
Order 35%

Technology igo/’
. o
Savior 35%

- The event brings us close Io the scenario
Legend The event makes no difference w.r1. the scenario
The event takes us farther from the scenario

© Giobal Marketplace @ Nafastique!

® One World Order # Technology Savior

100% 75% 50% 25%

Brings Closer

0%

w

-25%

-50% -7!% ~100%

Takes Farther
44
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The future is uncertain . ..

Uncertainty dimensions include Social, Technological,
Economic, Environmental, and Political.

...and humans are bad at predicting,

We are all provincials in time who look to the future through
today’s lenses, think that change happens slowly, and believe
that today’s status is pre-ordained.

...SO wWhat can we do?

1. Think of effects rather than events
2. Use Scenario Planning to mine for insights
3. Select and monitor key driving factors

Questions, Comments, Suggestions?

Wilson wondering if there is food in any of the scenarios.

caplice@mit.edu 46
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