A TALE OF FOUR TIME HORIZONS
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How can a Futurist add value to the work of Econometricians?

1. What is it that Econometricians do?

2. How can Futurists add to this work?

3. Four examples of different time horizons.

Seeing the Future

Through
THE EUROPEAN

New Eyes
EUFO |7
OBSERVATORY

The Annual Conference of the
World Future Society
July 26-28, 2008

© The European Futures Observatory 2008



They construct models ...

GDP.=a + BC, + yL_, + 3G, + CF, + €

GDP

TIME

... that allow us to explain the past and to predict the future.
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However, these models have very limited predictive capacity.

Chart 1 GDP projection based on market interest rate Chart 2 CPlinflation projection based on market
expectations interest rate expectations
Percentage increases in cutput on a year earlier & Percentage increase in prices on ayear earlier "
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Source: Bank of England Inflation Report, February 2008
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Futurists can help to lift the Economists Curse.
(Of Ceteris Paribus)

GDP Weak Signals 4 Q

Q Scenarios

TIME
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Futurists complement the work of Econometricians.

y,
‘Usefulness’

—— Econometricians
(Predictions)

—— Management Consultants
(Trend Forecasts)

——  Futurists
(Scenarios)

Time Horizon (Years)

We like to think in terms of time horizons.
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Futurists can point to disruptions to the model:

GDP;=a + BC; +vI;, + 0G; £ CF; + ¢

.

1. Are the parameters correct?

2. Are we measuring the right components?

3. Is the ‘error message’ telling us something?
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An example: The first ‘Internet Christmas’ in the UK.

High Street Sales
+ On-Line Sales

Retail Sales (£)

High Street Sales
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Futurists can help to develop ‘fuzzy’ models of
causality ...

Mlicit
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... and then look for trends to validate or falsify
these causal hypotheses.

Volume of world exports

($US,,,, billions).

1967 213.61
1977 432.26
1987 717.90
1997 1,548.74
2007 2,086.43

2008
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Futurists can help develop models of possible
alternative futures ...

I A field day for OPEC 1] I Treasure trove
World cil-production capadity, barrels per day, m Britain's oil and gas praduetion
OPEC Non-0PEC Millions of barrels ot oil equivalent per day
Other OFEC I Other M Canada
W Persfan Gulf I Latin America I United States &
B Horth Sea I Eurasia & E. Europe FORECAST
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Source: Cambridge Energy Research Assoclates Source: UKDOA
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... into which current investment decisions are

made.

I In reserve E

Fuelcost

0il price at which energy
source is economically viable

$80 Biodiesel*
$60 U5 corn-based ethanol”

$50  Shalecil L

$40 Tar sands; Brazilian cane-based ethanol;
Gas-to-liquidst; Coal-to-liquids!

$20 Conventional oil

*Excludes the impact of tax credits.

1GTL economic at 340 if gas feedstock price js 52.50
ar less per m BTUs

$CTL economic at 340 iF feedstock price is

115 per tonne or less

Sowrces: Cambridge Energy Besearch Associates:
The Economist
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Inflation Adjusted Monthly
CRUDE OIL PRICES (1946-Present)

In December 2007 Dollars
©www.InflationData.com
Updated 1/16/2008

December 2007 Monthly
Ave. Oil Price $83.46
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Source of Data
Oil Prices- www ioga comySpecial/crudeoil_Hist htm
CPIU Infiation inclex- www.bls gov
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Time Horizon 4: The very long term (100 years).

Futurists can ask really broad questions ...

Modeling the Climate System
S e R
[ ——
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... that require really broad answers about the very long term ...
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... that influence our behaviour today.

Petrol Tax
Rip-Off

2008
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