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In 1985, Pierre Wack, arguably the father of modern scenario thinking, wrote the
following: “Forecasts often work because the world does not always change. But sooner
or later forecasts will fail when they are needed most: in anticipating major shifts...”
(Wack, 1985: 73). The truth of this statement have again become apparent, first as the
“food price crisis” played out during 2007 and 2008, and secondly as the current financial
and economic crisis are playing out. Respected market commentators and analysts, both
internationally and within South Africa, made all sorts of “informed predictions” on
topics ranging from oil prices, interest rates, and economic growth rates to input costs and
food prices. The problem is that none of these “respected views” and “informed
predictions and estimates” became true within the period that was assigned to these
predictions. In fact, just the opposite occurred: the unexpected implosion of the global

economy and hence commodity markets.

The result of the experts “getting it so wrong”, is that questions are being asked about the
reliability of risk and uncertainty analysis. Even though the experts used highly advanced

analytical techniques in analyzing the risks and uncertainties in order to formulate



%
=
N UNIVERSITEIT VAN PRETORIA

" UNIVERSITY OF PRETORIA
W YUNIBESITHI YA PRETORIA

N

predictions and outlooks, both the “food price crisis” and the economic implosion were
totally unanticipated. The same questions need to be asked in terms of risk and
uncertainty analyses in agricultural economics. With agriculture experiencing a period of
fundamental changes causing significant uncertainty, risk and uncertainty analyses in
agriculture will need to move to the next level in order to ensure that policies and

business strategies are robust enough to withstand these newly arising uncertainties.

The proposed solution to this problem and therefore the hypothesis offered and tested by
this thesis is to work with two techniques in conjunction without combining it when
developing a view of the future. The two techniques used, namely intuitive scenario
thinking and stochastic modelling are based on two fundamentally different hypotheses
namely: the future is like the past and present (stochastic modelling), and the future is not
like the past and present but is a result of combining current and unexpectedly new forces
or factors (intuitive scenario thinking). The idea behind this stems from the philosophy of
Socrates, whereby he postulated that the truth can never be fully known and therefore,
when working with the truth, one needs to work with multi-hypotheses about the truth
until all but one hypothesis can be discarded. This will then bring one closer to the truth,

but never lead you to know the truth in full, since the truth can’t be known in full.

Applying this idea means conjunctively using two techniques which are based on the two
hypotheses about the future. From a literature review it was realised that two such
techniques existed, namely, stochastic modelling and scenario thinking. Stochastic
modelling, by its very nature, is based on the assumption that the future is like the past
and present since historical data, historical inter-relationships, experience, and modelling
techniques are used to develop the model, apply it, and to interpret its results. Scenario
thinking on the other hand, and specifically intuitive logics scenario thinking, is based on
the notion that the future is not like the past or present, but is rather a combination of

existing and new and unknown factors and forces.

At first the perceived problem with this idea was thought to exist in the problem of using

both techniques in combination, since the two techniques are fundamentally different
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because of the fundamentally different assumptions on which they are based. The
question and challenge was therefore whether these two techniques could be used in
combination, and how? However, the solution to this problem was more elementary than
what was initially thought. As the two techniques are fundamentally different, it implies
that the two techniques can’t be combined because the two underlying assumptions can’t
be combined. However, what is possible is to use it in conjunction without adjusting
either technique. Rather, one would allow each technique to run its course, which at the
same time leads to cross-pollination in terms of ideas and perspectives, where possible
and applicable. The cross-pollination of ideas and perspectives will then create a process
whereby ideas regarding the two basic assumptions on the future are crystallised and
refined through a learning process, hence resulting in clearer perspectives on both
hypotheses about whether the future will be like the past and present, or whether the
future will be a combination of existing and new but unknown factors and forces. These
clearer perspectives provide a framework to the decision-maker whereby the two basic
hypotheses on the future can be applied simultaneously to develop strategies and policies
that are likely robust enough to be successful in both instances. It also provides a
framework whereby reality can be interpreted as it unfolds, which signals to the decision-
maker which of the two hypotheses is playing out. This will assist the decision-maker in
better perceiving what is in fact happening, hence what the newly perceived truth is in
terms of the future, and therefore what needs to be done in order to survive and grow

within this newly developing future, reality, or truth.

The presentation of three case studies assists in testing the hypothesis of this thesis as
presented in chapter one, and concludes that the hypothesis can’t be rejected. Hence,
through the presentation of the case studies it is found that using scenario thinking in
conjunction with stochastic modelling does indeed facilitate a more complete
understanding of the risks and uncertainties pertaining to policy and strategic business
decisions in agricultural commodity markets, through fostering a more complete learning
experience. It therefore does facilitate better decision-making in an increasingly turbulent

and uncertain environment.
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