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When Shell Oil produced a sophisticated scenario of the path to a carbon neutral
world in 2070, a lot people took notice. Shell concluded that the “relevant
transformations in the energy and natural systems require concurrent climate policy
action and the deployment of disruptive new technologies at mass scale within
government policy environments that strongly incentivize investment and
innovation.” Shell has long been a leader in scenario planning in the business world.
In a rapidly changing world, we’re going to need a lot more of that kind of planning.
The world simply isn’t predictable enough for us to pick a single likely future and
plan confidently on that basis.

In fact, some things that look like predictions are actually better understood as
scenarios. For instance, the Energy Information Agency produces what it calls
“projections” of future energy needs and supplies. I’ve long been puzzled by the
agency’s insistence that these are not predictions. And in fact, judged as
predictions, they have a really lousy track record. But these “projections” are best
understood bas business-as-usual, baseline scenarios. They assume no
technological or policy changes, and they ignore potential political upheavals such
as oil boycotts or revolutions in the Middle East. Everyone knows that one of those
things or another is sure to happen over a 10-20 years timeframe, so it would be a
mistake to think this scenario is likely to materialize. But it does provide a reference
point from which to assess how disruptive events of different kinds would shift the
energy system.

Climate adaptation is another area where scenario planning is important. There are
many uncertainties in forecasting how climate change will impact particular areas
years in the future. There are uncertainties in global climate models about impacts,
big uncertainties about the future trajectory of emissions, and difficult issues in
downsizing global projections to particular localities. Yet infrastructure requires long
term planning. Scenario planning is especially helpful in this context. In fact, RAND
has actually devised some nifty computer models to do scenario analysis for water
infrastructure.

There is a long history of using worst-case scenarios in environmental assessment –
in fact, at one point this was actually required for environmental impact statements
until the regulations were changed. These scenarios can be useful counters to the
natural tendency of project planners toward excessive optimism. But it’s too
simplistic to think that scenarios are only useful to identify overlooked risks. They’re
also useful in planning long-term strategies, as Shell and other companies have
discovered.

https://www.washingtonpost.com/news/energy-environment/wp/2018/03/26/shell-yes-that-shell-just-outlined-a-radical-scenario-for-what-it-would-take-to-halt-climate-change/?utm_term=.e6dbdf5f5dcd
https://www.rand.org/jie/infrastructure-resilience-environment/projects/improving-decisions/water_planning.html
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There are undoubtedly settings where the future is highly predictable, or at least
enough so that we can be confident about giving odds. But we live in a world where
that often isn’t true, not least because of climate change.

In short, it’s a good time to play “What If?”

 

 

 


