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Two Shoes That Might Not Drop
By Patrick Marren

It ain’t what you don’t know; it’s what you do know that just ain’t so. 
– attributed to Will Rogers

One of my favorite (and overused, by me) quotes is from John Pentland Mahaffy, a nineteenth century Anglo-Irish polymath: “In Ireland the inevitable never happens and the unexpected constantly occurs.”

Well, in this sense, we are all Irish, then.  Think about some of the most widely accepted assumptions of the past fifty years:

· Nuclear war was inevitable.  No one thinks about it much anymore (except those paid to think constantly about it, one hopes), but many experts assumed that, like every weapons system that had preceded it, nuclear weaponry would inevitably be used.  Aside from the numerous cases of intentional brinksmanship between the United States and the Soviet Union, there was the simple reality of human error, which made an accidental launch extremely plausible (if not inevitable, some dark day).  Certainly experts reassured the public that such a thing could not happen; but there was always the (unknowable) other side to worry about, as well as the disquieting fact that the same sort of experts reassuring us that it could never happen also reassured Japan that its nuclear plants were safe, and Space Shuttle astronauts that falling debris on lift-off could not endanger them, and prospective mothers that thalidomide was perfectly safe.  In light of these things, it seems nothing short of a miracle that we are still here.  But we are. (At least, I’m pretty sure.)

· The USSR was a permanent feature of the world scene, and the Cold War as well.  As Arthur Miller said in his 1995 autobiography Timebends: “[N]either right, left, nor middle, despite claims to the key to wisdom, had been able to predict… the crash and dissolution of the Soviet Union…. Politically, this is a comet from outer space smashing into the earth…. All our political scientists, our big business pundits, our journalists and editors should have been hung out to dry. Instead, there is an oblong nothingness greeting this evidence, which would seem to indicate that our understanding of the political life of our societies is about where it was under Charlemagne.”  The Cold War was a comfort to reductionist thinkers: it reduced all international issues to an “us vs. them” question.  Poet and singer Leonard Cohen commented on the sudden departure of the comfortable Cold War verities in his song “The Future”: “Things are going to slide in all directions/Won’t be nothing you can measure anymore.” We got so used to the enemy we could see and measure that we assumed that no one we could not easily see or measure could hurt us; the result was 9/11. 

· After the stimulus of the Second World War, the largest economies of the world would fall back into the Depression that had preceded it.  The economists and finance ministers who attended the Bretton Woods conference to negotiate the post-war economic order more or less assumed that once the vast government stimulus program known as the Second World War was ended, the result would be a slide back into the great slump of the 1930s.  Certainly their intention was to try to minimize this possibility, but none of the major actors there were optimistic on this score.

· Far less famous, but a universal assumption of economists in the early 1980s: Continued government borrowing was going to “crowd out” investment by private corporations due to the huge deficits being run by the Reagan administration. Economists all seemed to believe that the level of borrowing engaged in by the Reagan administration to finance its military buildup and tax cuts was going to “crowd out” investment by the private sector and bring the US economy to a screeching halt.  As some of you may recall, this did not occur.  

I’ll throw in one more: 

· After 9/11, the assumption was that the United States would be struck again by terrorism, probably several times, and on a larger scale.  How many people would have been willing to bet on 9/12/01 that there would be not a single large-scale act of foreign terrorism for almost a decade to come? 

So, in the relatively recent past, many of us have been wrong about “inevitable” things that just did not materialize.  Now, if any of these things HAD taken place, we would not be talking about them (certainly this is true of a general nuclear war, since presumably we’d all be dead, or at least without broadband Internet access).  Certainly many things some of us regard as inevitable DO take place.  But every once in a while, it is good to examine our most widely-held key assumptions, throwing out for the moment the high probability we associate with them, and simply taking into account the impact should we be wrong about them.  The very fact that we all share them can greatly increase their influence; when an entire society is acting on the basis of a shared but mistaken assumption, the impact can be much, much more significant – for better or worse.

So, with the caveat that either of the following developments could indeed take place, let’s look at two of our most-widely shared assumptions about the next five years.

· The U.S. government debt crisis will have a huge and negative impact on the economy.

We could call this “Crowding Out II.”  Like many of our assumptions, this one comes to us from economics.  Again…this looks very likely, and smarter people than I believe it to be inevitable.  But let’s postulate that it does not take place, and then ask ourselves why it might not.  

First off, we should remember that America is not operating in a vacuum.  It is part of a global economy, and its main competition also faces the exact same problem – except in many cases it is far worse.  Europe’s demographic cliff makes ours look mild; Japan’s makes it look like no problem at all.  Even China faces something quite similar, though their bomb does not detonate until a few years after ours.  

So, compared to some others, we aren’t all that bad off.  True, our debt situation looks worse, but uniquely among the countries named, we owe our debts in our own currency, and therefore we can simply print more money to pay them off.  (True, this will make it difficult to borrow more, but it’s still a unique advantage and one the other countries would love to have.)

Second, we have gone through an economic near-death experience recently, so it is difficult to imagine that we might just be on the verge of a technology boom that will make the “dot-com” boom look like a quarter we found between our couch cushions.  It is quite plausible that nanotechnology, biotechnology, genetics, optics, communications technology, networking, and/or combinations of all of the above are about to go on a frenzy of cross-fertilization that could fundamentally change the nature of human life and society.  Simply extrapolating the lines of development in these technologies – e.g. Moore’s Law (density of transistors per unit area at lowest cost) – gives us some eye-popping possibilities within the next five to ten years.  

No, we will not have flying cars by then; but we might well be experimenting with pilotless aircraft for freight-hauling.  Drone helicopters could well be carrying heavy loads for industrial and military needs in less populated areas.  Private sector surveillance could be carried out by tiny drones with cameras mounted on them; the size of these is decreasing, and their “linger time” before having to return to base for recharging or refueling is increasing.  Computing power will have started to disappear from sight: five more years of Moore’s Law will certainly make handheld devices as powerful as Cray Supercomputers used to be in the 1990s.  Nanotechnology, especially use of super-strong and super-light carbon nanotubes to make practically-priced advanced materials, could revolutionize auto and plane manufacturing.  All these advances have the potential to lower the cost of living and doing business drastically, as computing did in the 1990s.

Perhaps most importantly, from a budget perspective, biotechnology and genetics could provide breakthroughs in elder care that just might remove (or at least dull) that fiscal Sword of Damocles that is poised above our heads.  Gene therapies, individualized medicine, cures for some common maladies of aging, even drugs to prolong youthfulness – all of these could conceivably be just starting to appear within the next five years.  They might even keep our elderly working far longer and more happily than the budgeteers might have hoped, forestalling national economic disaster.  

· Energy prices must rise because of the developing countries’ greater thirst for energy and the depleted level of petroleum reserves worldwide.  

Like the previous assumption, this one may well turn out to be true.  Many experts believe that we are indeed at or past the point of “peak oil,” and that increasing competition for this vital non-renewable finite resource will make big price jumps inevitable.  Oil also has a demand elasticity factor that causes its price to rise ever faster as its supply decreases.  

But this all depends upon several hidden assumptions.  First, the supply of oil is not utterly fixed; it does rise in response to increases in demand.  Existing fields that are not economic at $40 a barrel become quite profitable at $100.  In addition, by some estimates, untapped Arctic Ocean reserves, made newly accessible by the retreat of sea ice (ironically, allegedly largely due to the previous century of petroleum-burning brought about by the oil industry) might add an additional 33% to total world reserves.  

Then there is the question of substitutes.  Even if electric cars are in no danger of taking over our roadways imminently, progress is undoubtedly being made on “greener” energy substitutes – and, most crucially, this progress is accelerated by higher oil prices.  What was an eco-fantasy when oil prices stood at $15 a barrel twelve years ago becomes quite plausible and practical when oil is at $100.  

But we don’t even have to go to the realms of Greenpeace to find substitutes that will curb the acceleration in oil prices.  Reserves of natural gas are extremely large, and the switchover from regular gasoline to natural gas is far easier, from an engineering standpoint, than, say, going to an electric car from a gasoline model.  Throw in shale oil reserves, and there is plenty of downward pressure to keep oil prices from reaching the stratosphere.

And finally, there is the competition within the oil industry itself.  The last time we had a serious oil price spike, in the late 1970s, experts were nearly unanimous as to the inevitability of ever-higher energy prices.  Oil was at the equivalent of about $80 a barrel back then.  Over-expansion by oil companies exploring and developing in response to this bonanza caused oil prices to crash by the early 1980s, and to stay low for almost 20 years – despite healthy worldwide growth in demand throughout the period.  True, the industry is more concentrated now, and has the memory of that crash in its rear-view mirror to curb its most excessive optimism.  But it is not entirely implausible to think that they might be forced to expand production in a sort of prisoner’s dilemma scenario, in which each company’s best short-term interest in expanding production brings about another general crash.  This may seem implausible today, but a quick look at history suggests that it is more the rule than the exception.

We as a species seem to see future danger far more readily than we see future opportunity.  There are no doubt very good adaptive reasons for this.  Still, we should try to compensate for this tendency toward gloominess.  Competitive advantage can be gained by taking time to think through, in depth, the consequences and ramifications for one’s own business of the “inevitable” not occurring.  Certainly the non-happening of the “negative” event of continued increases in oil prices in the early 1980s had a huge strategic impact on the energy industry, creating not only losers, but relative winners.  So it’s important to question the inevitable.  

The history of mankind remains one of tremendous progress despite all catastrophes and self-inflicted wounds.  So, in the words of Monty Python, remember to “Always look on the bright side of life.” 

*            *            *
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� I should say that I devoted an entire column a year or so ago to the inevitability of this.  So I am definitely part of the problem here.
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