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combed through every back issue - 43 in all. What
we found shouldn't have surprised us: Each vol-
ume held articles that outlined the fundamentals of
good business practice and the voices of celebrated
experts and great thinkers to help guide you - our

well as historical world events - that take you from
Think:Act's first vision and then look beyond, with
some considered reference to the ideas that have
driven us to where we are now ... and where we want
to be. It is our invitation to you to interact with the
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was launched
20 years ago, 1ts vision

Donald Trump beats
Kamala Harris to become
the 47t president of

the United States.

its sights on the here, the now.

they give us the broad landscape of our whole soci-
ety and how business can help it flourish, because
business does not exist in isolation. As global reali-
ties change and the landscape shifts, it's becoming

we try to cover all those bases.
And we have taken a few key pieces of writing
from our archives too, to inspire the articles in this

the dateline
looks back
over 20 years
of key events

the right, the
dates range
two decades
ahezad, to 2044,

tra conductors and circus troupes to bring Think:Act
the unique flavor it is now known for. Thank you
for indulging our creative instincts, and we hope
you will indulge us even more in the coming years.
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. to cooperate and respect each other. In this issue,  in2004.0n in his airline seat pocket and immediately reached

out to us. Or the woman who discovered us in a
café in Japan and said she felt like she "found her
home" in a magazine.
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For the first time, the show
expands out of the stadium
and into the surrounding city.
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Slowing Down

must be done to thrive in the long run. The ques-
tion that remains is how.

Although only months separate each issue,
Think:Act has always embraced "decades" in its
contents and ambition. It poses questions that
take the long view: What does a corzpany need to
thrive in the future? What strategy and planning
is required to be truly robust and resilient? What's
a good lens to view growth with? What changes
should you make now to carry you forward — and
how must you think and act to do good business
every day?

Think:Act launched in 2004. This anniversary
issue celebrates 20 years of bringing you the best
of business thinking. And 20 years of thinking in

decades. To mark this date, our team has carefully

ILLUSTRATIONS: JAN ROBERT DUNNWELLER | PHOTOS: KYODO NEWS, JOE RAEDLE/GETTY IMAGES

any fashionable news cycles. We have simply been
here contextualizing events, identifying change and
keeping our eye on the horizon of time for you.

So, as we hit 20 years, we want to take both
a backward glance to 2004 and a forward look to
2044. We've zreated a special calendar of events
- including our own awards and milestones as

FEBRUARY 2025

Thinking in
Decades

Think:Act

MAY 2025

A Blueprint for
Innovation
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REALITY OF WHERE WE ARE.

RITISH PHILOSOPHER Bertrand Russell
was fond of a story about chickens. Every day the sun
rose; as it did the chicken would awake, go outside,
crow and be fed. Because the same pattern repeated
daily, there was no reason for the chicken ever to
expect anything different. And yet one day, the sun
rose, the chicken went outside to crow and the
farmer wrang its neck. We, Russell implied, are like
the chicken, always assuming
that what has been, will be.
But, he asked, have we any real
reason for believing in what
he called the uniformity of
nature? The best we can ever
hope, he argued, are probabil-
ities, not certainty.

It's a tough lesson. Yet if
we thought about it, we'd rec-
ognize just how much of our
lives, from the banal to the
profound, is uncertain: catching a bus, a plane,
paying off the mortgage, whether a business can
keep growing, how long life on Earth will continue.
The pandemic and wars in Ukraine and 26
Gaza, each rippling with unforeseen
consequences, sensitized us to the
unpredictability of life but what they
haven't done is shown us how to live
with them.

Instead, ever since the Industrial
Revolution, the three-legged stool of
management has purported to provide
certainty. Forecast, plan, execute is the
process all business leaders use, hoping
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Africa becomes a global
manufacturing hub

for ever greater accuracy at all three stages. The
advent of just-in;time planning cut margins wafer
thin and efficiency optimized execution. But fore-
casting hasn't delivered improvements at the same
scale. Instead, the window for accurate prediction
has shrunk; if you are very meticulous, always fram-

" ing forecasts with end dates and probabilities and

adjusting forecasts in the light of new information
gleaned from a broad variety of information
sources, the furthest out you are likely to see is, at
most, around 400 days. If you are less rigorous, it's
closer to 150 days. Even then, the most scrupulous
of forecasters acknowledge that surprises remain
inevitable and ambiguous: Wars, epidemics, finan-
cial crises are certain, but we still don't know where
or when they will start or what will set them off.
The uncertainty of today's world leaves executives

" more perplexed than Russell's chicken but with

dangerously similar expectations.

Many simply hanker for a return to normal,
pinning their hopes on miraculous change: an elec-
tion, a new CEOQ, a new technology. Others double
down on what they hope are eternal verities:

30
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Embracing
Uncertainty

by Margaret
Heffernan,

192 pages.
Bristol University
Press, 2025.

g THOUGHT
LEADERS

SERIES

Watch the interview
video with Margaret
Heffernan at
- rolandberger.com
/en/heffernan
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MARGARET HEFFERNAN

HAS SPENT DECADES -

TEACHING ORGANIZATIONS C—

HOW TO LOOK AHEAD. Ny

THE KEY TODAY, SHE SAYS,

1S ACKNOWLEDGING THE . . -

The space tourism
industry booms

efficiency, restructuring, cost-cutting, short-termism.
Most continue to conceive of organizations as
machines, rather than what the word suggests: living
organisms. In their search for control, few are grasp-
ing the need or demonstrating the capacity for a
new mindset.

How should we respond to these changing
circumstances? The first step is to acknowledge the
reality of where we are. If you know you can't know
in advance exactly what will happen, build in gener-
ous margins. On the day that the Olympics opened
in Paris, I couldn't travel from London to Milan by
train and arrive punctually without scheduling big
gaps; this was inefficient but gave me flexibility to
change my route. Adaptability, not control, is the
critical dynamic for surviving uncertainty.

WHERE THE OLD WORLD OPTIMIZED for efficiency, a
complex one demands optionality. That's why many
organizations now talk about just-in-case as a
counterbalance to the exigencies of just-in-time.
When you're certain, planning can be tight - but
when you're not, hang loose.

Not knowing what the-future holds requires
constant experimentation. Move toward pain
points, asking: How might this work better? Then
try it. All experiments will reveal parts of your sys-
tem you didn't understand. The Dutch health care
system Buurtzorg radically improved home care
nursing by automating much of its back office but
also liberating its nursing staff from schedules.
With no greater instruction than to "do what was
best for its patients," the experiment cut the cost
of home care nursing by 33% - because —>

vvo0e2-5¢202 ‘
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patients got better in half the time. When I asked
the experiment's author, Jos de Blok, what most
surprised him, he said he had never imagined
so vast an improvement could be so easy. You
would never achieve this result tweaking numbers
on a spreadsheet.

SCENARIO PLANNING HAS MADE A WELCOME RETURN to
management thinking. It integrates large amounts
of hard and soft data to create three or four plausi-
ble scenarios of what the future might look like.
The question for each is: If this became real, what
would we wish we had been doing now? This gen-
erates lots of options, and not everyone is up for
the pervasive debate that characterizes scenario
planning at its best. Senior executives, in particular,
are often poor at it. I've seen them paralyzed, too
daunted by the fragility of their realities to imagine
anything different. Better contributors are,often
enthusiastic players of computer games. Why?
Because that's what a game is — an opportunity to
play with options — and the creative awareness of
what could happen is its pleasure.

Andy Haldane, the former chief economist at
the Bank of England, has argued that times of
uncertainty demand a greater appetite for risk. And
in seeking to avoid it, he argues, governments and
business leaders amplify it. This too speaks to get-
ting ahead of problems, not getting distracted by
their minutiae. Accelerate out of it. 25

All of this requires imaginative
minds that constantly question the
status quo and are skeptical of simple
binaries. Our greatest problem
currently is that those minds are so
hard to find. Many executive teams
Iwork with complain that their people
lack creative and critical thinking. They
aren't wrong to do so. Brought up in
education systems that prioritized
31
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This must
change fast.
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University of
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Management
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giving the right answers over an original thought,
and management systems designed for the obedi-
ent satisfaction of KPIs and targets, independent
thinking is not the hallmark of the rising genera-
tion. This must change fast.

Nearly 10 years ago, Singapore's government
argued that the rote teaching which had brought
50 years of prosperity to its country would not be
adequate to the next 50 years, so they began to
introduce more collaborative and creative
work into their schools. It's hard to see
that kind of foresight in European,
British or American education which
marginalizes and disparages the arts and
humanities, manufacturing instead
obedient and fearful graduates, trained
not to think for themselves. That they are
then subjected to perverse automated
recruitment processes designed to screen
out anomalies only ensures that the lucky few who
get through won't argue - at a time when their em-
ployers need their originality most.

IT'S TEMPTING TO EMBRACE Al with the hope that this
new technology will solve problems we scarcely
understand. But beware miracle cures, and their
evangelists. While AI shows promise, the central
job of leadership, making decisions, hasn't changed.
The requirement of a good decision is that it can
be explained and understood well enough that even
those who don't fully agree can accept it. Its
legitimacy derives from who has been involved in
making it and their demonstrable expertise in
doing so. All of these qualities are elusive - if not

PHOTO: JASMIN MERDAN/GETTY IMAGES
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opaque - in the usage of AL That does not mean it
is necessarily out of bounds; it does mean that its
proposals require scrutiny, debate and the creative
capacity to imagine their potential impact. Who
F benefits? Who gets harmed? What are the trade-
offs, short term, long term and where? The power
to convene is not a new requirement of leadership,
s but it is more eomplex and requires a higher
tolerance for debate and am-
biguity than ever before.
Above all else, the future
demands leaders who are
nonideological and multi-
modal, who know that in
times of uncertainty, to de-
pend on any single process,
mindset or personality exac-
erbates fragility. Because

il Breakthrough in
Al-driven health
"l care diagnostics
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Text translation tools fully
replace human translators

<. business is, despite its masquerading jargon, all

about life, a biological lens can be helpful,
Successful organizations will have to develop the
adaptive capacity of the human body, which can

_ thrive in a homeostatic mode (balancing the gen-

" /Teration and consumption of energy, just-in-time),

MARGARET
HEFFERNAN

is the former CEO
of five businesses
and a professor

of practice at the
University of Bath.
She has written sev-
eral bobks informed
by her business
experience. As

lead faculty for the
Forward Institute's
Responsible Lead-
ership Programme,
Heffernan mentors

CEOs and senior
executives of major
global organizations.

an anabolic mode (building up more resources
than necessary, just-in-case) and a catabolic mode:
having the capacity to respond instantly, spending
resources faster than they can be immediately
replaced. What this might lack in the comforting
control of an engineering mindset, it gains from
the adaptive reflex that diversity provides. o

What's critical is to know what to use when.
The pandemic showed that most organizations
were okay in a single mode, and occasionally man-
aged a second, but all struggle now to develop and
match the mode to the moment. But today we need
more options, not fewer, greater imagination, not
less. Otherwise, we're left as startled as Russell's
chicken, trapped in uniformity, unable to adapt to

circumstances we didn't see coming. O
25 23 27
Takeaways

THE PREDICTION WINDOW HAS SHRUNK: Even
if you plan, forecast and execute meticulously, the
furthest out you are likely to see is around 400 days.

COMPLEXITY DEMANDS OPTIONALITY: When you
don't know exactly what's coming, flexibility can help
you accelerate away from any problems ahead.

KNOW WHAT TO USE WHEN: An organization
can adapt to operate in several modes, but it
needs to pick the right one at the right time.

30
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ARLY IN 2024, US officials scrambled to
speak with the head of the Democratic Republic of
Congo's state-owned mining company Gécamines.
The owner of two copper and cobalt projects in the
south of the country had just announced a deal to
sell the Mutoshi and Etoile mines to Chinese arms

JUNE 2022 s e M 04 08
Geopolitics

manufacturer Norinco and US officials wanted the
deal to be stopped. Washington does not normally
deal directly with Gécamines, preferring instead to
work through Congo's foreign ministry, but the
matter was urgent and the officials had been culti-
vating a relationship with the state company.
Shortly afterward Gécamines announced that
its board had vetoed the deal, adding that it would
need to approve any change of control. Gécamines
has a history of blocking the sale of mining assets
in Congo and the state miner may have acted
anyway. There is also no certainty that the US will
be successful. The seller, privately-held Chemaf,
has said it already has the approval of Congo's min-
ister of mines. However, the US intervention was
F F the latest salvo in an increasingly fierce competi-
tion between the West and China for control of the
minerals needed for clean energy infrastructure.

alal 15
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and Latin America. "Minerals have been at the
heart of China's foreign policy and their domestic
industrial strategy for 50 years," says Gracelin
Baskaran, director of the Critical Minerals Security
Program at the Center for
Strategy and International
Studies in Washington. "It is
unlikely that we are going to
be able to ever decouple from
China in its entirety but what
we do want is to reduce their
involvement in the supply
chain to protect ourselves
from disruptions.”

Western policymakers
have been attuned to the im-
plications of China's control of key mineral supply
chains since as early as 2010, when Beijng halted
exports of rare earths to Japan over a fishing dis-
pute. Little action walsstaken, however, untlizl 2017
when then US President Donald Trump issued
an executive order to reduce the country's
susceptibility to critical mineral supply disrup-
tions. Australia, Brazil, the EU, India, Japan, South
Africa and the United Kingdom have all since in-
troduced or updated similar strategies.

Think:Act 34

THE EU HAS IDENTIFIED 34 MATERIALS through its 2023
Critical Raw Materials Act which are deemed import-
ant to the European economy and face a high risk
of supply disruption. They include 17 materials des-
ignated as particularly "strategic" due to anticipated
supply problems as demand rises, including copper,
nickel, graphite, lithium and titanium. "Securing
supplies is only a first step. The processing of these
metals is just as critical,” European Commission
President Ursula von der Leyen said in 2022 when
she announced the measures. The act calls for 10%
of the EU's strategic raw materials demand to be
mined within the bloc by 2030, for 15% to be met
through European recycling and for at least 40% to
be locally processed. 29 26

The result has been that after years of being
largely ignored by governments, mining executives
are suddenly being courted by diplomats and
national security officials. "Governments are very
active, as are the large players in this industry," says
Shaun Verner, chief executive of Syrah Resources,
which is developing, with US government support,
a graphite mine in Mozambique and a processing
facility in Louisiana. "It's a very high-profile time
for the dominant materials in this space.” The US

COMPLEXITY COMPLEXITY

October December

"

January February

First regional
electric flights
El i ‘

attempt in Congo to block the sale of Chemaf's
Mutoshi and Etoile mines to Chinese arms manu-
S facturer Norinco is one of the clearest recent
examples of this policy shift.

13

FOREIGN POWERS HAVE LONG SOUGHT access to Congo's
vast natural resources. Belgium's King Leopold II
ran Congo as a private fiefdom between 1885 and

w 1908, extracting ivory, rubber and minerals under
a barbaric regime. Later, the US and Russia com-

Think:Act 33 ! peted for control of the newly

- independent state and its vast
copper mines. Congo is now the

Think:Act 33 ° world's second-biggest copper

< producer, after Chile, and the
largest source of cobalt, key to

" electric vehicle batteries. Since

the year 2000, however, and as

Congo emerged from a second

w W civil war within five years, Western and Japan as third-

governments and many Western largest economy

! ' companies pulled back from the el e
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India overtakes Germany

¢é Mineral
® ° F F country's mining sector, having
dl 10 l I l aC ls struggled to manage corruption,
: : policy and security risks.
2 gy 26 s s At the same time, some Chinese state-backed 26
no Z— l d Z— e rﬂ . companies, hungry for natural resources, started
M M

° to step in. In 2016, the largest US investor in Congo,

T ; Freeport-McMoRan, made an announcement that

It re qulres it would exit the country and eventually sold its
° majority stake in Congo's biggest copper-cobalt

CO O eratlon T ; mine, Tenke Fungurume, to China's CMOC Group
° Ltd. Although US officials were tracking the pro-

F F cess, they made no efforts to prevent the sale.

Gracelin Baskaran, "We were just not doing that kind of high-level com-

Director of the Critical Minerals Security Program mercial advocacy and diplomacy," says a former
31 S S 30

HITTING PAY DIRT
The minerals market
depends not only on
locating a source,
but also on the often
dangerous labor of
workers like these
at the Mufulira

mine in Zambia.
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senior US official involved in those discussions at
the time.

In contrast, in the past two years there has
been an active effort by Washington to encourage
Western companies to return to Congo in the hope
that investment will ultimately allow more critical
minerals to flow to US-friendly jurisdictions.
Central to that effort is a US- and EU-backed initia-
tive to develop a 1,300-km rail corridor from
Congff‘s border with Angdla and Zambia to the
Angolan port of Lobito on the Atlantic coast to
facilitate the export of critical minerals westward.
In 2024, the US Development Finance Corporation
approved a $250 million loan to help support the
project, the largest ever US government rail
investment in Africa. Spearheaded by President Joe
Biden's senior advisor for energy and investment,
Amos Hochstein, the Lobito corridor has been
pitched as the first example of a US alternative to
China's Belt and Road Initiative, through which
Beijing has funded billions of dollars of infrastruc-
ture across Africa, Asia and Latin America.

OTHER US-LED EFFORTS TO IMPROVE Western access to
Congolese minerals have been more controversial
and include a proposal to lift sanctions against a
billionaire Israeli investor accused of corrupt deal-
ing in the Congo. Dan Gertler was hit with sanctions
by the US Treasury in 2017 but continues to hold
significant assets in Congo and collect lucrative
royalty streams from at least three mines in the
country. US officials, led by Hochstein, argue that
his continued presence deters investment by more
credible operators and have proposed that he sell
his remaining assets back to the Congolese
government and end all remaining ties with the
country. The proposal has been widely criticized by
civil society groups in Congo, Europe and the US
and by members of US Congress, who warned in
May 2024 that any deal that further enriched the
billionaire would undermine the credibility of
the USsanctions regime. Gertler has always denied
any wrongdoing.

That the US is willing to potentially damage
confidence in its own sanctions policy to facilitate
new investment into Congo is a sign of how impor-
tant improving Western access to critical minerals
has become. Last year Hochstein tried to facilitate
a deal for Swiss trading house Mercuria to acquire
one of the mines linked to Gertler once the sanc-
tions are lifted. Mercuria was identified as a poten-
tial buyer for the Metalkol mine controlled

15
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by Eurasian Resources Group but the parties failed
to reach an agreement, according to people with
knowledge of the discussions.

Baskaran describes recent Western initiatives
in Congo as examples of what she calls "minerals
diplomacy." Unlike China, the US and other Western
countries do not have state-owned mining or infra-
structure companies to send out to secure resources.
The minerals needed for clean energy are also more
varied and widely dispoérsed than, for examgle, oil.
Improving Western access to such mineral flows
therefore requires cooperation with a range of coun-
tries, actors and companies, she says. "Minerals
diplomacy is not bilateral. It requires cooperation
between allies to advance all our needs.” Other

in lithium-ion batteries, are most commonly made
from a blend of natural and synthetic graphite,
which is produced from oil. China produces 65%
of mined graphite and 97% of global an-
ode output. T T
In October 2023, China imposed
export controls on natural graphite in
what was widely viewed as a response to s
Western trade barriers on Chinese prod-
Ucts. The US respon(?éd in June 2024,
announcing it would reinstate 25% tariffs v M
on natural and synthetic graphite anodes
from China. Part of the solution may be
Verner's Syrah Resources, which is processing nat- ,
ural graphite into anode materials at its Vidalia fa-

Verner. Syrah's Balama natural graphite mine in
Mozambique is just one of about a dozen "signifi-
., cant graphite prospects” in southeastern Africa,
spread across Mozambique, Tanzania and
Madagascar, that offer a potential alternative to
Chinese supply, he says. "Most of the significant
high-grade development projects are out there in
those three countries.”

0

GIVEN CHINA'S DECISION TO RESTRICT natural graphite
exports, there is a "real and legitimate concern that
at some point in the future the availability or price
of those materials may be influenced by policy,"
v Verner warns. "I see the current actions from the
US as trying to level the playing field in terms of

A REGION RESHAPED
Lines of trucks and

examples include a 2023 trilateral agreement  pegestrian travelers  Cility in Louisiana with the help of a $150 million ' " increasing non-Chinese supply and ensuring that
between the US, Mongolia and the Republic of Korea  are patrolled loan from the US DFC, approved in September 2023. . - there's a diversification of risk available to OEMs
to collaborate on mining and energy security proj-  daily at the border "There is no doubt that the energy transition is driv- and battery manufacturers.”

crossing between
the Democratic
Republic of the
Congo and Zambia.

w0

Such concerns extend beyond graphite. In the
past year, China has also chosen to restrict the export
of gallium and germanium, both of which are key

e . L

ects. India and Australia signed a similar partner-
ship in 2022 to enhance access to Australian critical
minerals for Indian manufacturers.

At the same time, producers of critical minerals
want to ensure they profit sufficiently from rising
demand. Since April 2022, Indonesia, which mines
about 40% of the world's nickel, has required the
ore to be refined locally before it can be exported.
In Chile, the country's left-wing president Gabriel
Boric has declared that all lithium projects will
become public-private partnerships. Chile is the
world's second-largest lithium miner, accounting
for about 30% of global output. -

ing high-level strategic thinking and high-level °
policy thinking around what the next 10, 20, 30, 40
years look like in the supply of these materials," says

ONE PARTICULAR WEAK SPOT for Western supply chains
is graphite. While petrol and diesel cars containan
average of 34 kilograms of critical minerals, electric
vehicles require about 206 kilograms, of which
about nine is lithium, 40 is nickel and 66 is graphite,
according to the IEA. "That's a lot of graphite we've
never thought about," says Baskaran. Powdered
graphite anodes, which are used to store the charge

b
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How much the
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over 2023, mostly
driven by a strong
increase in global
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materials for the production of fiber-optic products
and semiconductors, and introduced new rules

supply despite for rare earth elements. "The fact that China is will-
robust demand ing to withhold resources that we need for very
growth.

important technologies has been a big red alarm in
Washington," says Baskaran.

Beijing's headstart and the nature of global
manufacturing mean Western countries will likely
never be able to eliminate metals mined or refined
in China from their clean energy infrastructure.
But Western countries have woken up to the impor;
tance of the minerals industry and are finally trying
to reduce that dependence through broader stra-
tegic engagement with other parts of the world,
Baskaran adds. "Minerals diplomacy policy is the
bedrock of making a supply chain work," she says.
"If the West is to make headway with many of the
commodities that we simply do not have domestic
quantities of, we need feedstock from somewhere
to feed the machine.” O

yv02-s202
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The forecasted
combined market
size of key energy
transition minerals
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pathway to net-
zero emissions.
SOURCE:
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MINERALS OUTLOOK
REPORT 2024
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WESTERN POLICY IS LAGGING: While the West
focused on access to oil, countries like China now
dominate the minerals needed for sustainable energy.

PRODUCERS WANT TO ENSURE PROFITS: Indonesia
and Chile are among the countries passing legislation
to retain more financial benefit from their resources.

FURTHER READING: Turn to p.46 for our related
infographic on the materials that matter and more
on this subject with startling facts and figures.

PHOTO: SJOERD VAN DER WAL/GETTY IMAGES
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Robustness

IN A GLOBALIZED WORLD, cross-border merger and
acquisition activities-are an important driver for
market expansion as well as the expansion of busi-
ness ideas, increased productivity and knowledge
transfer. However, there are still numerous admin-
istrative and competitive hurdles to protect domes-
tic companies from being taken over by foreign
investors. The protectionism map aims to identify
those nations - and groups of nations - where the
takeover of domestic companies is not overly pro-
tected by protectionist rules and those that are less
open to cross-border mergers.
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protectionzil

ANDRE
SCHMIDT

The world map of protectionism measures the
openness of economies to cross-border mergers
and acquisitions. It is based on various indicators
of market access regulations and freedom of capital
movements based on data from the OECD, the
World Bank and the Fraser Institute. The following
indicators were used to calculate the overall indi-
cator: (1) the proportion of state-owned companies.
The higher the proportion of state-owned compa-
nies, the more difficult it is for foreign investors to
carry out a successful takeover. (2) Freedom of con-
tract and (3) the quality of the rule of law are further
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PACIFIC

In the wake

NORTH of climate

becomes the

FEBRUARY 2029

change, English
sparkling wine

bestselling fizz. -

COMPLEXITY

7 \ o Think:Act 44

ATLANTIC
OCEAN

important determinants for cross-border mergers.
If a conflict arises, the parties must beable to rely
on the ability to enforce their rights in court under
fair conditions if necessary. (4) Cross-border merg-
ers are only possible if the free movement of capital
is guaranteed. This applies both to the freedom of
investment and divestment decisions. (5) Goods
market regulation and (6) freedom to compete, on
the other hand, are the decisive determinants of
how high the market entry barriers are and to what
extent the companies encounter fair competitive
conditions. These six individual indicators were

MAP: COURTESY OF HAJIME NARUKAWA LABORATORY AND BUCKMINSTER FULLER INSTITUTE, VECTORS: EMAPS/SHUTTERSTOCK
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EASE OF ENTRY

The degree of openness to acquisitions
and capital investments by economy
Range 0-6: 0 = OPEN 6 = NOT OPEN

1 Finland 0.73 31 Cyprus 1.93
2 New Zealand 0.74 32 Uruguay 1.98
3 United States  0.77 33 Slovakia 2.02
4 Luxembourg 0.79 34 Montenegro 2.07
5 Denmark 0.82 35 Thailand 211
6 Switzerland 0.94 36 Slovenia 2.12
7 Netherlands 0.95 37 ltaly 2.16
8 Germany 0.97 38 Poland 2.19
9 United Kingdom 1.00 39 Romania 2.19
10 Norway 1.02 40 Malaysia 2.21
11 Australia 1.02 41 Greece 2.23
12 Japan 1.03 42 India 2.34
13 Sweden 1.06 43 South Africa 2.36
14 Belgium 1.10 44 Hungary 2.39
15 Estonia 1.17 45 Brazil 2.44
Ireland 1.17 46 Croatia 2.47
Canada 1.20 47 Bulgaria 2.50
Iceland 1.23 48 North Macedonia 2.52
Austria 1.24 49 Philippines 2.52
South Korea 1.24 50 Turkey 2.58
Chile 1.25 51 SaudiArabia 2.59
Singapore 1.28 52 Tanzania 2.60
Taiwan 1.36 53 Serbia 2.63
France 141 54 Mexico 2.63
25 Portugal 1.46 55 Bosnia and Herzegovina 2.79
26 Spain 1.52 56 China 2.97
27 Latvia 1.53 57 Indonesia 2.97
28 Czechia 1.56 58 Argentina 3.08
29 Israel 1.57 59 Vietnam 3.11
30 Lithuania 1.64 60 Ukraine 3.13
61 Russian Federation 3.49

each converted into a numerical scale between 0
(perfectly open) and 1 (perfectly closed) and aggre:
gated unweighted to an index ranging from 0 to 6.

The results show that the overall competitive
conditions for M&A activities are very good in many
economies (values are <1). This applies in particular
to the Scandinavian countries, but also to tradi-
tionally market-liberal countries such as Germany
and the UK and the USA. In comparison, market
access conditions are still significantly worse in Italy,
Greece and Turkey as well as some Eastern European
countries and Latin America.
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The pandemic sweeps the
globe, leading to widespread
lockdowns, economic
disruption and loss of life.
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ONE STEP BACK, TWO
STEPS FORWARD - PURPOSE
REMAINS ON THE MARCH.
UNWAVERING CORPORATE
COMMITMENT IS NEEDED

TO MAKE IT WORK.

SHOULD NOT NEED TO BE SAID, but
companies are social organisms populated by
human beings. Of course, they are supported by
contractual relationships and, to stay alive, must
make profits over time. But to conceive of them as
solely networks of contracts consecrated to making
the highest profit possible as soon as possible — as
classical economics, some management texts and
business schools do - is to make a first order capital
error. The conception does not capture the essence
of what constitutes a great company — what drives
it forward, keeps it innovative and commands loyal
customers, engaged employees and com-
mitted shareholders alike.

For better insight, we have to leapfrog
that arid worldview and instead borrow
from Aristotle. To paraphrase, he argued
that what makes a human being happy is
not material assets or even relationships,
but deploying whatever gifts the gods
have given him or her to make the world
incrementally better. We need purpose
in our lives to confer meaning and, thus
driven, we act on the world.

24 The same is true of the company. If
it is to sustain itself, it must offer those
who work in it a sense of purpose, while
also acknowledging another Aristotelian
truth: The man or woman who does not
want to share the common life and par-
take of society, wrote the philosopher, is either a
beast or a god. The great company must create a
common life and language for its stakeholders for
which the precondition is to unite all those who
have a stake in it around a great intrinsic purpose.

Thus, they make sense of their working lives, and
give their best to the company. Indeed, society -

., and the economy - would be stronger if it was in-

0

sisted that companies can only trade in their midst
if they commit to a purpose. This is not rocket sci-
ence - nor as radical as it first seems.

There have been some recent missteps in the
argument for and the delivery of purpose. Witness
the retreat of Unilever in Britain, a once-committed
advocate of puffaose. The incominéJCEO Hein
Schumacher declared that corporate purpose can
be a distraction and vowed to focus on performance.
Then there was the row in 2023 at purpose-driven

v bank NatWest over the withdrawal of politician

w0

Nigel Farage's private account. That action led
to the resignation of the CEO. But regardless of
these incidents, the case for purpose is too strong
and too deep-seated not to have ongoing force.
Hardheadedly integrated into strategy, a commit-
ment to purpose remains a potent animator of busi-
ness - as it always has been.

THE CONCEPT OF THE MODERN COMPANY was invented in
Holland and England in the late 16® century. The

v government would grant a group of shareholders

0

M

acting companiably together the right to hold a
license to trade or undertake a specified activity.
The shareholders would specify their purpose and
mission - to build a brewery, to trade with India, to
build ships - and the state would, if it agreed with
the purpose, issue a license for the companiable
shareholders, merchants or investors to share risk
and build an enterprise. The word company has
its roots in the Latin word com - meaning together
- and panis - bread. The act of coming together to

W bake, eat and share bread was an act of companion-

%)

ship. A company was where investors or merchants
expressed their companionship as they shared risk
and reward to deliver purposed activity.

For three centuries companies incorporated
in Britain, Holland, the United States and the rest
of capitalist Eurppe around a declaration of their
purpose for whose pursuit they aimed to earn a
profit. Founders could raise additional capital
on early stock exchanges or sell their own shares
if they wanted cash to spend - but crucially the

" founders, and as the company grew, their children,

%)

owned the majority of voting rights and actively
managed the company around the agreed purpose.
New shareholders understood the arrangement.
They wanted dividends and a higher share price of
course, but it would be delivered through executing

PHOTOS: MARLA AUFMUTH, JAKUB PORZYCKI, NASA GALLO IMAGES (GETTY IMAGES)
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the purpose. Companies largely functioned as
communities with relationships, with workforces
mediated through guilds of trained workers and
long-term apprenticeship.

The arrival of the factory and urbanization
would shatter that conception. Companies were
allowed to incorporate without declaring their
purpose — a process pioneered in the US and soon
followed in Europe - so that
even larger amounts of capital
could then be raised from exter-
nal shareholders to build facto-
ries and machines. Founders were
no longer owners and ownership
passed to multiple shareholders:
Management and control passed
to a new class of professional
managers who defined purpose
either as profit maximization or
their own personal objectives.
Urbanization and industrializa-
tion created cruel living and work-
ing conditions; the working class
was compelled to organize trade unions to improve
their lot. Conceptions of the company as a social
organism committed to a shared purpose were lost.

Capital and labor had:hecome oppositional;
although the degree varied from country to coun-
try. Germany, Holland and the Nordic countries
(and later Japan) did better at preserving the tra-
ditions of employees as upholders of crucial
skills and crafts. These countries seemed readi-
er to make common cause with companies orga-
nized to enable founders or shareholders to own
controlling blocks of shares protecting a mission
or purpose. Britain and the US were at the other
end of the capitalism spectrum - disparate —>
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multiple shareholders in companies whose mission
was, above all, short-term profitability. The rise of
free-market economics in the 1970s and 1980s gave
an additional impetus: The only duty of a company
was to maximize shareholder value. Despite these
headwinds in both countries, there were individual
companies that held out - Unilever, Cadbury, the
John Lewis Partnership in Britain for example
or Wells Fargo, Abbott Laboratories, Procter &
Gamble in the US - managing to preserve the cul-
ture of purpose.

JUMP TO THE 21ST CENTURY. The knowledge-based
"intangible economy” now accounts for more of GDP
in every industrialized country than the former in-
dustrial "tangible” economy. Competitive advantage
lies in the capacity to evolve business models based
on the intangibles of data, intelligence
and tech - and in marketing all that is
wrapped up in the intangible asset of
the brand. This can only be done by or-
ganizations with smart, committed and
engaged workforces. Free-market eco-
nomics has become discredited by its
many failures, so ideological support
for profit maximization as the sole cor-
porate purpose has fallen. At the same
time the decline of religiosity has left
Western populations wanting answers
to the question: Why? If faith and the
life hereafter are not going to supply an

PURPOSE
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‘ A clear purpose
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success in

the new
economy.
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answer, then they look for it

in the here and now. They
seek purpose in their lives,
and they expect to find it in
their workplace and how they live: in what they eat,
wear and buy. Companies, if they are to succeed both
with their workforces and their consumers, need
to be purposeful - and that has to express itself in
their employment practices and in the goods and
services they produce.

It should therefore be no surprise the US's
famed big seven tech companies - Amazon,
Nvidia, Microsoft, Apple, Meta Platforms, Tesla and
Alphabet - have all to a greater or lesser degree
as they grew deployed a commitment to purpose.
The original intent of their founders was, follow-
ing Aristotle, to use the gifts the gods had given
them to make the world better. They have answered
questions challenging their purpose and also, in
the main, try to curate, respect and nurture their
workforces, although for some not up to the point
of recognizing trade unions. A sign of the chang-
ing times was that in 2019 181 CEOs signed the
US Business, Roundtable statement of the corpora-
tion's purpose: to benefit all stakeholders.

This commitment is even more true of the wave
of startups and scale-ups. Interview the founders
of unicorns - small com-
panies whose most recent
fundraising exercise has
valued the company at
more than a billion dollars
- and they answer the same
way: A clear purpose is an

August

indispensable component of success in the new
economy. It motivates employees, provides a stra-
tegic compass, binds in and commits shareholders
and confers an agility and ability to pivot as market
conditions change. 5

ONE ACADEMIC STUDY OF 920,000 EMPLOYEES using Great
Place to Work data shows a strong correlation
between purpose and profitability among knowl-
edge economy firms; another that purpose-driven
tech firms are "first to respond”; another that
purpose serves as a corporate "attention filter”
screening out good and bad opportunities; another
that it promotes the culture of trust essential
for high-growth firms to maintain a culture of
continual innovation. It is the young, high-growth,
high-tech firms who are purpose warriors.

In some earlier reports from The Purposeful
Company, which I co-chair, the leaders of estab-
lished companies repeat the same refrain. Purpose
is the necessary precondition for outperformance.
They led organizations such as top-performing
insurance company Legal & General, whose pur-
pose is to "improve the lives of our customers,
build a better society for the long term and create
value for our shareholders. " Or the National Grid,

PHOTOS: MARLA AUFMUTH, VCG/GETTY IMAGES
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which went through an 18-month process with all

of its staff to develop its recent purpose: to "bring
energy to life.” The leaders would also acknowl-
edge how demanding it is to introduce and sustain
purpose meaningfully into a long-standing compa-
ny. NatWest, after its reversals, is recommitting to a
purpose that's hardwired into its strategy, and even
Unilever, despite its CEO's comments, is not dis-
carding its more than century-long culture of want-
ing to make the best everyday products to improve
the lives of everyday folk. But the purpose torch is
being more decisively and convincingly carried by
those fast-growing tech companies.

For them, it is easier: They began with this
intent so it is already embedded in everything
from human resources practices to shareholder
relationships. It is a quiet and poorly understood
revolution. Many asset managers and asset owners,
for example, have yet to climb aboard, although
here again the trends are clear. Better-performing
portfolios and more successful venture capitalists
are those who take the proposition seriously, and
build it into their investment decisions. Western
capitalism is facing challenges and is in the throes
of change. The era of purpose is entering a second

and more convincing phase of growth. [ ]
27 24 29
Takeaways

PURPOSE IS WHAT DRIVES US: Whether as an
individual or as a company, purpose gives us the
meaning we need for the sustained drive to succeed.

THE NEW ECONOMY IS INTANGIBLE: Data and tech
are wrapped up in the asset of the "brand," which
can motivate people to act behind a larger purpose.

TOP PERFORMERS HAVE A PURPOSE: High-tech,
next-economy firms are built around purpose and
signal a new phase of growth for Western capitalism.

25
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EWELRY IS ANCIENT and humans

have been using it for millennia. It
is also one of the more environmentally damaging
businesses and one prone to unethical behavior,
from the process of extraction to the deployment of
chemicals in the various stages of turning raw
materials into eye-catching trinkets and adornments.
Danielle and Wade Papin were well aware of this
when they set up their jewelry business Pyrrha in
Vancouver, Canada, 30 years ago. From the very start
the couple were committed to producing jewelry —
products today range from a green onyx choker cost-
ing a few hundred dollars to a wide "multi talisman
cuff” for over $5,000 - in a more sustainable way,
starting with using recycled materials. "When we
started sustainability wasn't a big thing," says Wade.

"But we were trying to do things differently.”

In fact, Pyrrha would soon prove to be part of
a growing movement of commercial entities, span-
ning numerous sectors and countries, that are
united in their commitment to turning companies
into a force for good by fundamentally changing
the way they go about their business, from meeting
stringent environmental and social sustainability
standards to transparency in their processes, from
every stage in the supply chain through to the end
sale. Welcome to the B Corps.

THE IDEA OF "BENEFIT CORPORATIONS" — or B Corps — was
hatched by three university friends in the US in
2006. It has since blossomed into a community of
some 9,000 companies in over 100 countries, all
prepared to put themselves through a rigorous
application process in order to secure B Corp certi-
fication, which must be renewed every three years.
Pyrrha got its certification in 2014. It remains one
of only 45 B Corps in the jewelry space.

The movement as a whole, meanwhile, has
expanded to encompass an increasingly diverse
range of companies, from coffee shops and tech
startups to beauty firms and financial services. The
roster includes businesses like Edinburgh-based
book publisher Canongate whose established
independent status in a sector dominated by a
number of big corporate concerns seemed




28

2004-2024

Think:Act 44

January March

Think:Act 24

07

to chime naturally with the B Corp ethos through
to such storied outfits like Rothschild wineries —
and even multinationals.

TO SOME OBSERVERS this is all evidence that the vision
of doing business better is working. Others, how-
ever, are questioning whether the goal of driving
meaningful change will be undermined or simply
diluted. The arrival of the likes of Nestlé-subsidiary
Nespresso, Patagonia, Natura & Co (owner of Avon)
and Ben & Jerry's - the ice cream maker with roots
in hippie counterculture yet now part of the sprawl-
ing Unilever consumer goods conglomerate - has
raised concerns that the sector is at risk of being
overrun by big multinationals for whom, some
claim, the certification was as much a reputa-
tion-enhancing vehicle as a genuine driver of mean-
ingful change.

Nespresso's certification, for example, drew fire
from within the B Corp community with one, mem-
ber, Glen Lyon Coffee Roasters, a small Scottish
company, posting a stinging rebuke on its website.

"When we heard that Nespresso was about to be

certified as a B Corp our initial reaction was dis-
may," the company wrote, adding that there was
"no escaping the fact that the huge volume of waste
that this company is responsible for is bad for the
planet.” In particular, it singled out Nespresso's
signature capsules which it claimed contributed to
over 12,000 tons of aluminum waste each year,
"gquivalent to 60 Statues of liberty." 25

Meanwhile, some 30 B Corp companies in the
US signed an open letter protesting the Nespresso
certification, saying that it put the whole standard
at risk. In an interview with the trade journal The
Grocer, Mary Child, Nespresso's UK and Ireland
sustainability manager, countered that the compa-
ny's "precision consumption method uses exactly
the right amount of energy, water and coffee to
produce each cup.” She went on to add that this
was "particularly important because the biggest
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proportion of our carbon footprint is the supply of
green coffee, so aside from saving resources and ' !
reducing waste, this approach minimizes our over-

all carbon footprint."
Over in Vancouver, the Papins say that they have T
some mixed feelings about the evolution of the B
Corp space. In particular, they worry that "micro-
sized" businesses like theirs — Pyrrha employs 30 s s
people - are disadvantaged com(Pared with bigger
entities who have more resources and some of
whom, they fear, may have different motives for v M
acquiring B Corp status. They sense a tension
between the desire for scale and the maintenance
of rigorous standards. Attempts to engage with B ,
Lab, the nonprofit that undertakes the certification,
in order to discuss their concerns have not really
yielded meaningful results, says Wade. .
Others share the sentiment expressed by the
Papins. "There is a danger that companies treat the °
certification similarly to an ISO standard, maybe
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o
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Danielle Papin,
Co-founder
of Pyrrha
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SPREAD THE WORD
Print publishers

may enjoy a

benign reputation,
but issues with
sustainability at
many levels of the
process mean only a
handful have applied
for, and received,

B Corp certification.

tweaklza few things but largequ carry on as beforéj"
Paul Hargreaves, chief executive of Cotswold Fayre,
a foods and drinks business, and a B Corp ambas-
sador, wrote recently. "The B Corp movement must
mean more than some tweaking around the edges;
we need significantly transformative and regener-
ative businesses making more difference than we
are currently doing."

BOTH INSIDE AND OUTSIDE THE SECTOR, others point to
the fact that small and medium-sized businesses
account for some 95% of B Corps and that the
involvement of bigger players with their enhanced
scale is precisely what can deliver change. "We need
the big players too,"” wrote Jonathan Petrides,
founder of London-based allplants, a B Corp, in a
letter to the Financial Times. "When behemoth
multinational corporations see the benefits of shift-
ing towards the B Corp model, the positive global
impact that would create would be enormous." The
Papins also add that overall they believe thatitisa
good initiative, something they want to be part of.
"The good outweighs the bad," says Danielle. "The
companies that are B Corps are better for the planet,
for the environment,” adds Wade.

Such tensions and debates come at a time
when the ESG (environmental, social and gover-
nance) space is facing increasing headwinds. There
have been more and more questions about the bot-
tom-line impact of ESG policies with some share-
holders and investors demanding that boards pay
more attention to profits than purpose. —
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Think:Act runs A Day In Data
before the coining of the term
"Surveillance Capitalism."

—-See our update for the
next decade on p.80

Against an increasingly uncertain geopolitical and
economic backdrop - wars, inflation and faltering
growth - such views gained traction in what became
dubbed the "ESG backlash." (ESG advocates might
note that it is precisely the inability to address the
problems they are highlighting that is contributing
to wider disrupting factors.)

THE QUESTION OF THE COSTS AND BENEFITS of adopting
ethical business practices has always been a thorny
one. In the case of B Corps the application process
can prove arduous and many companies turn to
consultants to help guide them through demand-
ing questionnaires and the need in certain cases to
fundamentally reconfigure the way a business is
governed, structured and run. Once certification
has been secured, however, a company's status is
guaranteed to be permanent. There have been cas-
es, however, where B Corp status has been reyoked,
such as with the brewery Brewdog which lost its
certification after allegations of bullying and poor
workplace culture.

It's not just a case of internal systems: Parts of
the process are not necessarily within any one com-
pany's control. "Publishing has a heavy supply chain
although the sector is working very hard to improve
it. Measuring our impact was challenging,” says
Caroline Gorham, Canongate's production and sys-
tems director, who led the three-year application
process. Founded 50/years ago, the Edinhurgh-
based company has since established a solid repu-
tation for itself as one of the UK's most prominent
independent publishers with Booker Prize winners
and former US presidents among its constantly
growing roster of authors.

Book publishing enjoys something of a benign
reputation. Yet the big picture is more complicated.
While many books now boast declarations of being
printed on recycled paper, book production (from
paper mills, to inks, to glues and laminates) can

October

8%

The percentage
of all certified
B Corps that
were dlso publicly
traded, according
to the most recent
available figures
at the time of
publication.
SOURCE:

B LAB GLOBAL
2023 ANNUAL REPORT

OCTOBER 2017

Complexity

OCTOBER 15, 2017

The #MeToo Movement
against sexual harassment
and assault gains

worldwide attention.

November December

Nobel Prize
winner Richard
Thaler writes
for Think:Act
on "choice
architecture."

still be a messy business. And then there is the
process of shipping the physical books, packaging
and all, to the retailers and the end reader. One of
the main changes that Canongate had to make was
to revise its articles of association. The publishers
now state that Canongate intends to promote the
success of the company for the benefit of its mem-
bers, employees, customers and suppliers, as well
as having axmaterial positive benefit in society and
the environment.

Danielle Papin says that at the time Pyrrha
made its application it was already doing a lot of
things required for certification in terms of their
business practices and organization. For example,
they paid the living wage, used recycled metals and
ran a zero-carbon studio space. The application
process made them "formalize, do stuff - and con-
tinue to do so as you are held to account.” It
brought more production in-house and had to

PHOTOS: STEFAN WERMUTH/BLOOMBERG/GETTY IMAGES, JENNY PEARCE/PYRRHA; SARAH MORRIS, SCOTT OLSON (GETTY IMAGES)

PURPOSE

PRECIOUS METALS
B Corp certification
is open to multi-
nationals and
smaller businesses,
with Nespresso and
Vancouver-based
jewelry label Pyrrha
both having met
the requirements.
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resort to finding resourceful alternatives — some-
times with unexpected results. One part of the fin-
ishing process involves a "tumbler machine,"” a
rotating barrel filled with lots of tiny pieces of steel
that burnish the jewelry. Over time the steel gets
dirty and is then typically cleaned using highly tox-
ic chemicals - something the Papins wanted to
avoid. The solution came via a tipoff: try Coca-Cola.

"It worked like a dream!" says Danielle.

Overall, it is easier for companies to move to B
Corp status if it is something that they already care
about, says Danielle. To start from scratch and
comprehensively change a company's culture and
processes would be massive.

IS IT WORTH IT? Companies are happy to talk about
the benefits B Corp status brings to areas such as
internal culture, relations with, and trust among,
customers and partners. "We have had a lot of pos-
itive feedback from authors, agents and other pub-
lishers,"” reports Canongate.

Getting a sense of the bottom-line impact is,
unfortunately, a far less easy feat. Danielle Papin
says that there is a lively B Corp trading ecosystem
with companies occupying different sectors within
the community doing business with each other.
The benefits of B Corp can also be found in the
form of goodwill as it underpins and articulates
the company's position in markets and communi-
ties that place a value on sustainability. "B Corp
[status] helps us get over the hurdle of why we are
charging what we are [as a premium brand],” says
Danielle Papin.

And, looking to the future, the Papins believe
that regardless of any current questions or con-
cerns about B Corps, "third-party certification is
going to be a necessity for any company as people
ask more questions - they want to know how things
are made, where they are made." Lazy reputational
box-ticking simply won't wash. O

Takeaways

CUSTOMERS ARE ASKING QUESTIONS: The addition
of some larger multinationals is raising questions
about the integrity of the B Corp certification.

BUSINESSES MUST DO MORE THAN "TWEAK": Critics
of the certification model want to see more proof of
significant transformation and regenerative practices.

THE EFFORT WILL PAY OFF: The reputation boost
for smaller companies with the certification can be
enjoyed by larger companies too, but must be earned.
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SOCIAL THEORIST JEREMY RIFKIN
RETURNS TO THINK:ACT TO ARGUE
FOR THE NEED TO REALIGN OUR
RELATIONSHIP WITH WATER AND
TO EXPLORE NEW, SUSTAINABLE
BUSINESS OPPORTUNITIES.

November December

Words by
JEREMY RIFKIN
Portrait by

JAN ROBERT
DUNNWELLER

NOV. 08, 2016

Donald Trump is
elected President
of the United
States, shocking
the political
establishment.

DECEMBER 2016

Vigilant

"My belief is
that you should
learn to fail.
And fail often.
Failure is the
biggest driver
of success and
| encourage
everyone at
Dyson to do
it. Risk is good
and | encourage
my engineers
to make bold
decisions."

James Dyson,
Inventor and
founder of the
Dyson Company

HAT WOULD HAPPEN if we were to
awaken one day - all 8 billion of us
— only to realize that the world we
live in and experience every day,
and to which we are deeply attached, suddenly
appeared eerily alien, as if we'd been teleported to
some other distant planet where
all the identifiable markers by
which we've come to understand
our existence and read our envi- FEB. 2033
ronment were simply missing —
no less our sense of agency?

Discussion

. is sparked
THAT FRIGHTENING PROSPECT iS now. by a new TV
Everything we thought we knew s:ries, glight,
: : that reflects

about our home 1'n the universe the stories

now seems so misbegotten. All of climate

the familiar signposts to which refugees.
we've been attached, and which

gave us a sense of belonging and direction, seem
to have disappeared in a puff. In their wake, it's we
who feel dispossessed and lost on our own planet.
And each of us, in our own way, is frightened and
unable to conjure up options as to where to turn
for solace and engagement.

What's occurred to make us suddenly feel like
aliens in our own small orb of the universe? It's
difficult to hear this, but for a long time - at least
the past six millennia of what we've come to iden-
tify as "civilization" - we misjudged the very nature
of our existence and to what we owe our lifeline. To
put it bluntly, our species, particularly in the
Western world, has come to believe that we live on
terra firma, a verdant green expanse of solid ground
upon which we stand, thrive and have come to call

PHOTOS: JABIN BOTSFORD/TWP, PIERRE SUU, DEIMAGINE (GETTY IMAGES)
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The proportion by
which the number
of tropical cyclones
reaching Category
4 and Category 5
may rise over 2021
figures, even if
global warming is
limited to 1.5°C.
SOURCE:

INTERGOVERNMENTAL PANEL
ON CLIMATE CHANGE
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A movement for architecture
that blends with nature takes
off following a high-profile
corporate commission.

our home in the cosmic theater. That sense of place
was shattered on December 7, 1972.

THE CREW OF THE APOLLO 17 spacecraft on its journey
to the moon took a quick photo of the Earth from a
distance of 29,400 kilometers, showing in vivid detail
a beautiful blue orb illuminated by the sun, chang-
ing the very way humanity would come to perceive
our home. The long-held vision of a verdant and
green Earth was instantly reduced to a veneer atop
of which has always been a water planet circling the
sun and, to date, seemingly alone in its multiple
shades of blue in our solar system and perhaps in
the universe. On August 24, 2021, the European
Space Agency introduced the term "Planet Aqua.”
America's National Aeronautics and Space
Administration (NASA) concurs, saying on their webs
site that "looking at our Earth from space, it is obvi-
ous that we live on a water planet.”

Of late, our water planet has become the center
of attention in our neighborhoods and communi-
ties, in the halls of government, and in industry
and civil society. The reason is that the planetary
hydrosphere is rewilding in ways that were seem-
ingly unthinkable just a few years ago, taking us
into the early stages of the sixth extinction of life
on Earth. Our scientists tell us that upward
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David Bowie
passes away

of 50% of the species on Earth
are now threatened with ex-
tinction within the next eighty
years, many in the lifetime of
today's toddlers. These are
species that have inhabited
the Earth for millions of years.

Our climate is heating up
from the emission of global
warming gases into the atmo-
sphere - CO,, methane and
nitrous oxide. Here's why the planet's hydrosphere
is affected. Every 1°C rise in temperature on Earth
from global warming emissions results in faster
evaporation of water from the ground and the sea
into the atmosphere and a 7% increase in the con-
centration of precipitation in the clouds and more
violent and exponential water events - frigid winter
weather that brings with it powerful atmospheric
rivers and blockbuster snows, massive spring
floods, prolonged summer droughts, deadly heat

THE CONDITIONS

FOR A PERFECT STORM

Higher sea levels help make hurricanes more destructive.

HURRICANE KATRINA Yucatdn Peninsula
REACHED its peak and Cuba, growing
strength on the from a Category 3

stormtoa5in
just nine hours.

morning of August
28,2005, in the
Gulf of Mexico. The

meters and the
associated loss

- and'will havetobe -

rethought and
redeployed.

Jeremy Rifkin,
Economic and
social th?oorist

hurricane occurring o4
100 years earlier.
Factoring in a sea
level rise of 0.75

waves and wildfires as well as catastrophic autumn
hurricanes and typhoons - each devastating the
planet’s ecosystems with the loss of human life and
the lives of our fellow creatures, along with
destruction of the societal infrastructure.

THE WARMING OF THE PLANET has also unleashed a
long-sequestered hydrosphere. Our water planet is
evolving in wholly new ways that we can barely
fathom. Ecosystems everywhere are collapsing and
the lives of our species and our fellow creatures
are increasingly at risk. The entire human-built
environment is now a stranded asset and will have
to be rethought, reimagined and redeployed.

As the saying goes, crisis creates opportunity.
And our species finds itself mired in the greatest
crisis since we first inhabited the planet — a mass
extinction event taking place in real time. Rethinking

Brexit referendum

M

SR ¥

s — K4 «

—

storm had rapidly
intensified over the
"unusually warm"
waters of the

Loop Current that
flows between the
31

A study conducted
in 2013 compared
the actual impacts
of Katrina in New
Orleans with a
similar hypothetical

of wetlands, it
concluded flood
levels would have
been up to 60%
lower in 1900 than
observed in 2005.
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every aspect of where we've come from, what we've
believed in, how we've lived, and where we need to
go to adapt and reaffiliate on Planet Aqua, whose
hydrosphere is transforming itself in novel ways, is
the business before us.

THAT SAID, WE WILL NEED to reassess every aspect of the
way we live - how we engage nature, pursue science,

W govern society, conceptualize economic life, educate

hul

0

our children and even orient ourselves in time and
space on our water planet. This reset brings to the
fore the next stage of "The European Dream." For
the last 23 years, I've had the privilege of working
with the European Union in advancing a Green Deal
agenda, focusing on the need to mitigate the emis-
sion of global warming gases into the atmosphere.
Now it's imperative to couple the Green Deal with a
Blue Deal to address the existential water crisis
brought on by a rewilding hydrosphere caught up

" in a globally warming planet.

%)

We need to roll up our sleeves around the world
and begin to explore the vast new business oppor-
tunities and employment prospects that come with
a massive realignment in thinking of water as a "life
source" rather than a "resource.” After all, we live

31
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Climate-driven tech
innovation boom

16 20 18
on Planet Aqua. Coming to that realization is the

threshold for rethinking our worldview, the narra-
tives we live by, and the essence of our existence on
our tiny oasis in the Milky Way. Rebranding our
home "Planet Aqua” and relearning how to live on
a water planet is the key to renewing our species’
journey in the millennia to come. Enjoining a Blue
Deal with the Green Deal is the business at hand.
All else is a distraction.

FORGET ABOUT "TERRA FIRMA": Only about 30% of
the Earth is dry land. We live on a water planet and will
benefit from realigning our thinking to reflect the fact.

WEATHER IS CHANGING THE WATER: Global warming
is causing all the water on Earth to behave differently
and we still don't fully understand how this will evolve.

GET READY TO MAKE A BLUE DEAL: Crisis creates
opportunities, and there may be big business ahead in
mitigating the effects of rising temperatures on water.
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An international treaty on
climate change is adopted

~* by 196 countries, aiming
to limit global warming.
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IRRIGATION'S IMPACT
ON THE RIVER'S WATER

Where the Colorado River goes each year in trillions of
liters (also known as cubic kilometers, or km?).

125 69 43 =

The amount of How much water The amount of

THE DYSTOPIAN THRILLER The
Water Knife by Paolo Bacigalupi, the American West
has turned into a dark and desiccated world. The
gich live in tightly gu%gded high-rises calle%laarcol-
ogies with lush gardens, fountains and vertical
farming operations. The millions of less lucky souls
subsist in dark and dilapidated suburbs without

2004-2024

water diverted evaporates from water diverted
electricity or running water, hustling and killing from the Colorado reservoirs or is from the
for the occasional bottle of water from a humani- River for irrigated used by vegetation Colorado River for Arizona Project snakes
tarian aid organization. agriculture. in riparian areas. municipal use. its way through barren
In this dark world, water is much more than a landscapes for more
resource. Water companies have themselves SOURCE: COMMUNICATIONS EARTH & ENVIRONMENT than 500 kilometers Fusion energy

become rogue states with private militias, making
sure that California and Las Vegas stay well
hydrated at any cost. Meanwhile, Texas and Arizona
are failed states with large refugee populations
gnashing at barbed wire fences. Published in 2015,
The Water Knife conjures up a hellscape that passes
itself off as science fiction. In the mid-2020s,
though, it seems a little bit less far-fetched every
time a new drought record is broken.

IN REALITY, LIFE IN AND AROUND the Colorado River
Basin has become more tenuous than engineering
marvels like the iconic Hoover Dam outside Las
Vegas might have you believe. The Colorado,River,
which meanders for more than 2,300 kilometers
southward from the Rocky Mountains before it
empties into the Gulf of California, supplies more
than 40 million people in seven US states and
northern Mexico with water and provides irrigation
for 22,258 square kilometers of farmland. But by
the time it reaches its mouth, the river is reduced
to a murky trickle - the result of decades of overuse.
An already tangled web of outdated laws and agree-
ments commonly referred to as "Law of the River"

—

DRAINING ACTIVITY

and is the lifeblood for | sbaesiie s
the cities of Phoenix
and Tucson. In
Southern California,
farmers rely on the
water flowing through the massive concrete
channels of the Yuma Project and the All-American
Canal. Without those sparkling arteries, the entire
US would have to forgo lettuce and many other
crops. Then there are the massive but dwindling
artificial bodies of water dammed in Lake Powell
and Lake Mead, without which that old Las Vegas
magic would come to a standstill.

THE ARRANGEMENT BY WHICH WESTERN STATES tap into
the river dates back to 1922 when the Upper Basin,
consisting of Colorado, New Mexico, Utah and
Wyoming, and the Lower Basin, comprising
California and Nevada, signed the Colorado River
Compact. Arizona and Mexico then came on board
in 1944. Based on just 30 years of hydrological
records, the treaty assigned each of the two groups
an optimistic 9.3 cubic kilometers (km?®) of water
annually, plus another 1.2 km? for farmers south of

has become increasingly messy, thanks to compet- 24 From alfalfa grops the border. Largely left out were 30 Native American
. . . in northern Arizona . . . .
ing interests among different geogra- (above) to cattle tribes that have lived in the Basin for ages and to

phies and a tug of war between agricul-
ture, urban growth and industrial use,
all exacerbated by accelerating climate

change. This volatile mix forces all who Time to re:think

depend on the river to make some hard
choices in the very near future.

For the time being, feats of human
ingenuity have kept catastrophe at
bay. In bone-dry Arizona, the Central

31

ranching in the
Upper Basin area of
Colorado and Utah
(right), agriculture's
high water needs
make it the most
demanding sector
on the Colorado
River's reserves.

this day are fighting in court for their federally
recognized water rights.

Ellen Hanak, an economist and water expert
with the Public Policy Center of California in San
Francisco, says that agreement cemented a fateful
course. "The allocations were made during a rela-
tively wet period and without great knowledge of
hydrologic modeling, meaning they created a
fundamental imbalance of supply and

PHOTO: DRPIXEL/GETTY IMAGES
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demand, which today is about 20% off." The sizable
mismatch between what the river can deliver and
what humans consume was easy to miss as long as
the large reservoirs built by a new agency called US
Bureau of Reclamation held enough storage for
drier years. But, as Hanak adds: "The system has
been in long-term decline since about 2000."
Worries over water long predate the current
roblems. Geologist and explorer John Wesley
Péowell, who led a historic expedition in 1869 down
the Colorado River through the Grand Canyon,
warned at an irrigation conference in Los Angeles
back in 1893: "I tell you, gentlemen, you are piling
up a heritage of conflict and litigation over water
rights, for there is not sufficient water to supply
these lands." Not surprisingly, ever since the com-
pact came into force, states and powerful water
authorities have been wrestling with older water
rights versus younger water rights for new entrants
such as the booming cities of San Diego or Phoenix.

THE ONGOING MEGADROUGHT has not only exposed
infamous "bathtub” rings on the
canyon walls lining a dwindling
Lake Mead and left marinas high
and dry, but also laid bare the
systemic shortcomings of a
scheme that was not designed for
today's population growth, large-
scale agricultural production and
industrialization. Conservation
efforts were only instituted as the
predicament became more
obvious - and pressing. After various stopgap mea-
sures at the state and federal level, a renegotiation
among all stakeholders is due in 2026. "We will have
to figure out how to bring demand down to the new
long-term average supply, and how to do that in
ways that are economically, politically, socially and
environmentally feasible," says Hanak.

That's easier said than done: Everybody wants
to dip their straw intethe Colorado River and has
good reasons to back up their claims, from farmers
who have been tending to their lands for genera-
tions to developers who promise new housing will
bring fresh tax revenues to communities and
economic development agencies that argue
building new plants with often water-intensive
operations will attract high-value jobs.

Amazingly enough, however, residential and
commercial use are not what's driving the crisis.
According to a 2024 study that looked at the overall
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HOW MUCH WATER
Al REALLY COSTS

GenAl is a game changer for water consumption.

A few dozen Al cl}gctbot
queries consume half a liter
of surface water according
to Shaolei Ren, associate
professor at the University
of California, Riverside.
"The little data that tech
companies disclose are
just the tip of the iceberg.
They don't factor in their
whole supply chain beyond
cooling, from electricity
generation to chip
manufacturing," he says.

That includes less obvious
factors such as the massive
amounts of water needed
to dilute the toxic waste
created by mining rare
earth minerals, the key
ingredient for magnets
used for the hard drives
whirring in data centers.

30

Inez Huaq, a Silicon Valley-
based sustainability
engineer with Purdue
University, has calculated
that it takes more than
6,900 cubic kilometers,
or one-seventh of all
the water discharged
globally by rivers every
year, to neutralize such
pollution in East and
Southeast Asia alone.

28
Ren thinks several things
need to change to hold Big
Tech more accountable
for its growing water
consumption. Shifting
where queries are run
and at what time could
help lower the load. And
sustainable Al standards
could be introduced, akin to
the labeling found on food.
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TO THE LAST DROP
With restrictions
cutting the'water
the Central Arizona
Project (left) can
deliver, Phoenix

is now using gray
water to cool the
Palo Verde nuclear

power plant (above).
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consumption, alfalfa and hay are responsible for
almost half of the river's water use, with all munic-
ipal, commercial and industrial uses combined only
accounting for just 18%. What's more, booming
cities in the Sun Belt and California
have over the past decades become
much more efficient with their
water management.

When the same researcher
polled 28 Urban water utilities in
the region, it was found that total
water use between 2000 and 2020
had dropped by 18% while the
population grew by 24%. "A lot of
smart people have come up with
solutions. Cities have really
improved their conservation
efforts in the face of growth," says
Felicia Marcus, who chaired the
California State Water Resources Control Board
before moving to Stanford. Innovative approaches
like replacing lawns with drought-resistant
vegetation, monitoring and updating leaky city lines
and promoting low-flow fixtures and appliances
have made a difference.

CULTIVATING WATER-INTENSIVE and relatively low-value
crops such as hay is problematic for another reason:
Roughly one-fifth of those bales are exported by
ship to feed cattle in places like Japan, China, the
United Arab Emirates or Saudi Arabia. Experts
count those exports as billions of liters of "virtual
water” that irreplaceably leave the system. To be
fair, farmers are considering novel approaches as
drastic cuts become more likely. In places like the
Imperial Irrigation District in Southern California,
they are selling water rights to cities and in turn do
not plant or fallow some fields. Other options
include switching to less thirsty crops or harvesting
fewer times.

In some cases, though, changing traditional
ways can have unintended consequences. Fallowing
too much acreage, for example, risks creating ero-
sion, dust storms and invasive weeds that will affect
surrounding areas. A stop to irrigation threatens
species that have become reliant on drainage water
such as the endangered desert pupfish. "There's a
limit to how much land can be fallowed. Otherwise
you destroy the economy of agricultural commu-
nities,"” warns Marcus. "A farmer can trade money
for water and walk away. But what about the tractor
salesman, the fertilizer salesman, the seed

PHOTO: SERGEI ILNITSKY/AFP/GETTY IMAGES
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saleswoman? There's a whole economy around
growing food that you need to consider.”

SAVING THE STRESSED BASIN may require entirely new
ways of thinking about the problem. At least, that's
the approach Stanford University economist Paul
Milgrom is taking. In 2020, he was awarded the
Nobel Prize for his pioneering work in helping the
}),;S government succeggfully auction off bro%glband
spectrum to enable modern mobile communica-
tions. When Milgrom looked at the convoluted
water rights, he saw an equally broken system. "We
are trying to meet a 21%-century set of challenges
with 20%-century technology and 19®-century laws.
What we have, fundamentally, is a market design
problem,"” Milgrom said in late 2023 laying out how
water rights could be reapportioned.

So far, it's just a thought experiment that
Milgrom co-authored with Ph.D. student Billy
Ferguson that aims to deliver water to thoge who
need it most and are willing to pay for it, adjusting
for conditions each year. At its heart is a voluntary
"Water Incentive Auction” in which the government
first buys back existing rights and then sells to the
highest bidders, who would be free to privately
trade them. "Radio spectrum and water have more
in common than you might think," says Ferguson.
"Both are resources where rights were allocated
long ago, and many decades later their best uses
are different. We did not expect mobile broadband,
and the American West was not anticipated to
develop as it did.”

Making supply and demand meet through a
flexible and modern market mechanism, he adds,
has the potential to address over-allocation,

26

Annexation of
Crimea by Russia
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SUSTAINABILITY

WATER
IS NOW
MORE
SCARCE

The Colorado
River Basin is
far from the
only area facing
a dwindling
water supply.

0%

How much of the
world's population
experiences severe
water scarcity at
least part of the year.

0
The number of people
worldwide who don't

have access to safe
drinking water.

0/
<1/0
How much.cf the
water on Earth is
available for human
use and not tied up
in salt water, frozen

in the ice caps or
simply inaccessible.

SOURCES: UN, EPA

A MOUTH OF MUD
After generations

of fishing for totoaba, a

large sea bass, the activity is now illegal

at the mouth of th

e Colorado River in the

upper Gulf of California and the surrounding
Colorado River Delta Biosphere Reserve.
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August

Virtual global
workforce

' incentivize conservation and untangle the web of

outdated legal arrangements. Equally important,
the two authors recommend setting up guardrails
to protect weaker communities and to let policy-
makers prioritize various outcomes that different
communities value. "I have come to appreciate how
monumental the;challenge is,” Ferguson admits.
"But I am still young and hopeful. As the Colorado
River reaches its breaking point, we want to have our
framework sitting and ready.” Milgrom concurred
when unveiling their proposal: "There's every reason

' to believe this can work. While it won't reverse cli-

mate change or make it rain, it would go a long way
toward providing long-run water resilience.”
Technological progress, though, adds a new
twist to the ongoing water tussle. Data centers, the
backbone of cloud computing and the networked

SUSTAINABILITY

September

We are (rymg
fo meet a
21%-century set
of challen
with 20"
technoloqy.

Paul Milgrom,
Nobel Prize-
winnior;g
economist

The Colorado River:

Chasing Water
by Pete McBride,
224 pages.
Rizzoli, 2024.
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economy, and generative Al
systems in particular [see
box on p.42], exhibit a large
and ever-growing thirst for
surface water that has experts
alarmed, and not just in the
US. But that does not keep
parched communities like
Phoenix from vying for new
data centers or semicon-
ductor factories in the name
of economic growth and
"digital sovereignty"” on the
world stage. While the metro
region with more than 5 mil-
lion people smack in the
middle of the Sonoran desert
kept shattering heat records in 2024, it wooed Intel
and Taiwan Semiconductor Manufacturing
Company (TSMC) to build three new chip fabs
there, which each need tens of millions of liters of
ultrapure water every day.

There's no better place than Las Vegas, the
villainous epicenter of the novel The Water Knife,
to highlight the cognitive dissonance between
blaming agriculture for the deepening water crisis
and falling for tech's siren call. The city is home to
a new, giant entertainment venue called The Sphere
which is powered by 150 Nvidia workstation GPUs
(short for graphics processing units), plus lit up by
16 displays and 1.2 million programmable LED
pucks. If running at full capacity, this digital
monster will draw 28 megawatts of power and con-
sume or evaporate up to 2 billion liters of pristine
surface and ground water each year. For now, water
expert Felicia Marcus demurs that the nightmarish
scenario embroiling Las Vegas described in The
Water Knife is far off, but adds an ominous warning:
"It could happen if things don't change. We have
to learn to live within our means."

WATER ACCESS IS BECOMING CRITICAL: The area
of the US served by the Colorado River is experiencing
shortages made worse by outdated rights and policy.

FARMING IS A SIGNIFICANT DRAIN: Agriculture is
a cornerstone of the economy in many parts of the
region, yet places a high demand on available water.

FURTHER READING: The problems the Colorado
River faces speak to a wider problem of water scarcity.
For more on this, read Jeremy Rifkin's column on p.34.
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Infographic by GEOFF POULTON
AND RODOLFO FRANCA - :
Hlustrations by MINA KIM

OUR MATERIAL USE IS CHANGING AS THE WORLD

SHIFTS FROM BIOMASS-BASED AGRARIAN
METABOLISM TO A MINERAL-BASED ONE.

OUR MODERN WORLD is made of materials. Yet in an
age of increasing digitalization, where smartphones,
the cloud and underground cables reduce our reli-
ance on visible physical objects, it can be easy to
forget that almost everything we use exists thanks
to substances we take from the Earth. Crucially, our
insatiable appetite for materials is starting to take a
toll on the planet. According to the UN's 2024 Global
Resources Outlook, our material use has increased
more than threefold over the last 50 years (while the
global population roughly doubled). By 2060, it may

The global average per capita
tO l l S demand for materials in 2024
° (up from 8.4 tons in 1970).

3X4

The increase
in our material use
in the last 50 years

High-income countries cause 10 times
x as many climate impacts through
consumption than low-income countries.

B

JUNE 2036

The tiny robots - just a few
nanometers in length -
step into our veins to fight
illness and monitor health
conditions in real time.

Shares of global material extraction,
“ four main material categories, 1970-2020

Without 100%

concrete,
copper and 80%
fiber optics

rise by a further 60%, which could derail climate there would 60%

targets and impact economic prosperity.

The irony is, we desperately need raw materials
to live more sustainably: The transition to renewable
energies will require huge amounts of copper, iron,
sand and fossil fuel-based plastics. Inspired by Ed
Conway's book Material World, and supported by
N data, we take a look.at the materials shaping our
lives and why they matter more than ever.

be no data
centers, no
electricity, 40%
no internet.
Ed Conway, 20% .
Writer and
Economics and
Data Editor of
Sky News 1970 1980 1990 2000 2010 2020

Global material extraction, four main material categories, 1970 - 2024, million tons.
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ED COMNWAY

Material World:
A Substantial
Story of Our Past
and Future

by Ed Conway,
512 pages.

WH Allen, 2023.

Blomass

Fossil fuels

Crops, crop residues, grazed biomass, timber and wild-caught fish

Coal, anthracite, lignite, peat, gas, oil and tar sands

- Increased industrialization
has led to a significant
reduction in the percentage of
biomass we extract compared
with other materials, although
overall consumption continues
to grow. Crop consumption is
rising due to a growing global
population, as well as a shift
toward more meat-based diets
that require more crops for
animal feed. Greater biofuel
production is also a factor.

Metal

OTEeS

Nonmetallic minerals

Including aluminum, copper, iron, gold, lithium, tin and many more

Including sand, gravel, limestone, gypsum and clay

TIMBER EXTRACTION GROWTH
has been driven by investments
in infrastructure and increased
material living standards.

©_—

1970 2020
4B m3

- Renewable energy use may
be growing, but we are still
heavily reliant on fossil faels,
which supply more than 75%

of global energy. Fossil fuels
underpin the extraction and
processing of materials. Until this
changes, "modern civilization
will remain fundamentally
dependent on the fossil fuels
used in the production of these
indispensable materials," says
Canadian scientist Vaclav Smil.

PERCENTAGE FIGURES TAKEN DIRECTLY FROM SOURCE, INCLUDING ROUNDING UP.

FOSSIL FUEL GROWTH

went up 152%, yet their share
of global extraction decreased
from 20% in 1970 to 16% in 2020.

44444
064 44444
444 6000?

1970 2020

6.1B 15.4B
tons tons

- From buildings and bridges to
cars and tools - iron and steel
(an alloy of iron and carbon)
have long been fundamental
to our built environment.
Metals also play a key role

for the energy transition

that lies ahead, namely in its
transmission and storage. This
will see increased demand

for aluminum and copper

as well as battery materials
such as lithium and cobalt.

SOURCE: UN GLOBAL RESOURCES OUTLOOK 2024

METAL ORES EXTRACTION GROWTH
accounted for around 9% of all
global material extraction in
1970, and around 10% in 2020.

S S S

S S
SO SAS
1970 2020
2.7B 9.6B
tons tons

- Sand is the most exploited
natural resource in the world
after water, but itsUse is
largely ungoverned. We are
now consuming it faster than it
can be replaced by geological
processes that take hundreds
of thousands of years. The
ultimate hidden champion, sand
is fundamental to many vital
elements of society, including
cement, glass, silicon chips
and optical fiber cables.

NONMETALLIC MINERALS
EXTRACTION GROWTH
grew 372% over the
course of 50 years.

HbdbD
H 66
F ¥ W

1970 2020

9.6B 45.3B
tons tons
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MAY 15, 2013

US researchers
describe the
first production
of human
embryonic stem
cells by cloning.

JANUARY 21, 2013

Barack Obamaiis
sworn in for a second
time as president of
the United States.
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JULY 4, 2012

CERN scientists confirm
the discovery of the Higgs
boson, a breakthrough

in particle physics.

STRATEGY

November

NOVEMBER 2012

Comeback e

5 __J/ e

Interview by
GEOFF POULTON
Hllustrations by

JAN ROBERT
DUNNWELLER
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AN INNOVATIVE

—~LEADERSHIP MODEL,

SO0US ,SJUe

AND A NOVEL PRODUCT,
HAS PUT A NEW SPORTS
BRAND ON THE FRONT
FOOT TO TAKE ON THE
SNEAKER KINGS. WHAT -
DID ON.DO DIFFERENTLY
TO GET IN THE RUNNING?
AND WHAT CAN OTHERS
LEARN FROMITS
SUCCESS?

AN INTERVIEW
WITH CO-FOUNDER
CASPAR COPPETTI.

T =

- =>
-\._\_“_‘\‘ = —
——

T ALL STARTED with a simple piece
of garden hose. Plagued by inju-
ries, professional triathlete Olivier
Bernhard was looking to rekindle
a childlike feeling of freedom in
his running. While experimenting, he glued pieces
of hose to the bottom of a pair of running shoes,
instantly creating a softer landing and springboard-
like feel when pushing off.

The first On prototype:was born. Bernhard
pitched the idea to Nike, his sponsor at the time,
but after a polite "no,"” he turned to his former
agent, Caspar Coppetti, and David Allemann, who
were working as marketing executives. Convinced
they had a unique, marketable product, the three
set up On. In just over a decade, the firm has gone
from unknown Swiss startup to publicly listed
global operation and one of the world’s hottest
sportswear brands, with tennis legend Roger
Federer now an investor and partner. —
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CCORDING TO

Alyson Meister, an IMD Business
School professor of leadership and
organizational behavior, On's success
since it started operations about 15
years ago is very heavily tied to the
company's unique culture. "On has an unrelenting
focus on cultivating a culture of autonomy,
accountability and collaboration. It empowers its
employees to act with entrepreneurial spirit,
fostering a sense of ownership and creativity that
permeates all levels of the organization," she says.

On's three co-founders now run the company
together with two co-CEOs, an unusual manage-
ment structure, but one they believe allows greater
bandwidth and better decision-making. "The
co-CEOs, along with the founders, play an active
role in maintaining and communicating the
company's values and mission," says Meister, who
has conducted in-depth research into On's
operations. "This leadership model, which initially
faced skepticism, has;proven to be a significant
asset by combining complementary skills and
fostering mutual respect and success."

To learn more about this unusual company, we
spoke with On Co-founder and current Executive
Co-Chairman Caspar Coppetti. In this exclusive
interview, he reflects on the company's rollercoaster
journey, walking away from the "golden cage" of his
marketing career and the challenges of retaining a
startup spirit and unconventional management
structure in a rapidly growing multinational firm.

STRATEGY

Digital content

22

7.0x

Increase

How much market
share On gained at
US retailer Dick's
Sporting Goods
between January
and October 2023,
reaching 6.1%.
Globdlly, it reached
0.7% the same year.

SOURCE:
EUROMONITOR/REUTERS

May June 2012

When you started Onin 2010, you were leaping into
a very mature market with a lot of established
names. What made you think you could stand out
from the crowd - was it headstrong arrogance or
more a wide-eyed naivete?

It was definijtely the latter. From my side, the story
actually started with a "no.” When Olivier
(Bernhard, On co-founder), who had codeveloped
the technology, asked me to help him with market-
ing, I said: "Are you crazy? We won't stand a chance
against the big names." But when he showed me a
prototype, as a marketeer, [ was intrigued. The shoe
had a very visible technology, which wasn't really
a thing at the time - certainly in running shoes. For
years, I hadn't been able to run without pain, but
when I tried this shoe from Olivier, I immediately
felt a difference. So we started giving out prototypes
to runners, especially those with injuries. The feed-
back was great.

David (Alleman, On co-founder) and I had long
dreamed of being entrepreneurs but we lacked a
convincing idea. Suddenly, here was our chance.
We never made a full initial business plan or mar-
ket assessment for On. We thought the market was
so big that there was bound to be a niche of some
sort. Little did we know how big this market would
become, and how big our niche would be.

PHOTO: PIXDELUXE/GETTY IMAGES

2037 August

At the time, you were in your 30s with a senior
position at an advertising agency. How easy was it
to leave your career behind?

It was very scary and also very, very tough. But also
incredibly liberaEin. We were all prett}é 2naive about
what it takes to design and develop a physical
product, manufacture it and ship it around the
world; it's a very complex process. For the first
year or so, the feeling of imminent failure was a

w weekly occurrence.

How do you get through those moments of feeling
like it might all fail?

The funny thing is you get used to it. People often
romanticize the startup life but it's not romantic
atall. It's just really, really hard. As a startup, there’s
always so much to do in the now, but you also need
to build for tomorrow. There's a constant tension
of where to put your energy. Bad things will
inevitably happen, but every time you make it

v through a tough situation, it gives you that little bit

more confidence for next time. It also teaches you
not to paint the highs too high or the lows too low.

When you set up On, you said you wanted to have
the most expensive product on the market. Why
was that? . P

When you're from Switzerland and starting a brand
based on innovation, the premium option is the
only one available. We also saw that there was no
truly premium running brand - some of them

W offered premium products but they also offered

First Al-created language

gains global recognition

September

STRATEGY

CASPAR COPPETTI

is the co-founder
and current execu-
tive co-chairman of
On. Prior to found-
ing On)Coppetti
was a managing
partner and chief
strategy officer

for the advertising
agency Young &
Rubicam. He also
worked for two
years as a manage-
ment consultant
and has a doctor-
ate in economics
from thé University
of St Gallen.
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cheaper ones, so they were diluting themselves. We
felt that the discerning, demanding runner would
be willing to spend more on a high-quality, high-
tech product, which turned out to be right.

How éé:sy was it to stick to this? Did you have to
turn down short-term gains in favor of the
longer-term vision?

Definitely. The playbook for building a premium
brand is pretty clear, but it does take a lot of
discipline. One of the key elements for us was that
we wanted to be price- and margin-stable. So we
had to find very premium retailers that provided
good service and didn't want to sell products at
a lower margin. But they can be the hardest ones
to get, There was a particular store in Munich we
wanted to work with, for example, but it took years
to finally get our products stocked there. And in that
time, we turned down several other stores in the
city, because we knew what we wanted. Again, it
comes back to that balance between now and the
future. Knowing when to be patient is important,
but it can be hard to do, especially when you're mov-
ing really fast and running out of money. =~ —

18 22 20

14 People often
romanticize
the startup life,
“butit'snot™
romantic at all.
[t's really hard.

Caspar Coppetti,
Co-founder and executive co-chairman of On

53

vvo0e2-5¢202 ‘



54 Think:Act 44 STRATEGY STRATEGY Think:Act 44 55

July August November December 2011 2038 January February
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Let's talk about company structure. Oniis still very the Sup erStar
much founder-run, which doesn't always happen :
when startups mature and gain more investment. a l l a
How have you managed to do that and why?
As the brand started to take off, around 2012, we {h e S[%ﬂl-e l @ .
[ ] [ M
decisionsdoesn't

June

W

realized that the three co-founders were alv&gys the
bottleneck and we didn't have enough bandwidth.
Typically, founders hire people below them to
build out the pyramid. But we had had very positive

Wy

experiences operating as three founders without ® W W -

one single CEO, so we decided to bring on two re eCt rea lt

additional equity partners, Marc (Maurer) and i ' T —

Martin (Hoffman), who are now co-CEOs. That has . : .

given us tremendous bandwidth. Essentially, Caspar Coppetti, . —_—
Co-founder and executive co-chairman of On s s

there's always one partner around, no matter
where we all are.

The second key point is, even though ﬁ:aling ’ ’ ; _ The return of ancient

a sportswear brand requires a lot of investment, we M - . b ' % - music traditions
f\r. wanted to retain control at board level. When we 3
o completed the IPO in 2021, our investors said they ! - W o
5 wanted us to be custodians for the brand over the w Wi N
b long term. With the voting shares we have, together W s
o we control 61% of the votes, which provides long- ! .

term stability. That means On can't be taken over F -

by a competitor and we can build the company for

S S

the long run.

17 21 18
Doesn't running the company by committee make

it hard to make decisions sometimes?

Idon't think so. There have been three of us doing
this for 14 years now, and five of us for 11, and
things have gone pretty well. I also think that this

You mentioned the IPO, and the fact that
it was important to maintain control from
your side. What else did you have to
weigh up going into that?

At the time, I was very skeptical of the
IPO. It wasn't something that I was look-

Now that Onis a global, listed company, what's your
long-term goal for the brand?

Our main ambition is to become the number one
running brand. When I wake up, that's what I think
about. Our fans expect bold innovation. And that's

Vv great, because, we don't have to be scared about

in preyious generations. I think it is also important
to remember the mental health benefits of move-
ment. During the stressful startup years, sports
really helped keep us sane - processing things on
arun or a bike ride was hugely beneficial. Ultimately,
movement makes us happier and more positive.

notion of the superstar CEO taking all the strategic ing forward to or wanted to celebrate, . . being adventurous and we can bring bold innova- ~ Discoverthebonus  That's why we believe that if people move more,
decisions just doesn't reflect reality. If you do that, because we didn't want to sell the tion to market faster than our competitors. So \giig;r:tgg\’;zt:f; they can be more creative, collaborative and
one person has to spend a lot of time convincing company. But we'd reached a point where r ¢ that's our edge. And that's also where our premium pojgndbergercom  hopefully better things will come out of that. |
people and trying to get buy-in. Or they just decide it made sense. And it made most sense to do it in element comes from - by giving runners new tech- /en/coppetti

whatever they want. With the five of us, if someone
has a proposal, then they need to have at least one
other person on board. The others might then take
on a challenger role. That has served
us extremely well. We find better
solutions because none of us can make
stupid mistakes or run off in the wrong
direction. And if we're not aligned,
then we know we haven't found the
right solution. But it does take a lot of
respect and trust in each other. You
can't be self-serving.

the United States. First of all, it's the largest market.
Secondly, a:lot of our peers are listed in the US, so
there are more benchmarks and we can learn more.
And the investment community is just more savvy
- they understand the sector much better. Thirdly,
there's a strong narrative in the States that founder-
led companies are more profitable. In Europe, com-
panies with dual share structures are regarded with
skepticism, because it's often second- or third-
generation families that aren't helping to build the
business. I think it would have been a lot harder for
us to get the dual share structure in Europe.

nologies. So we're now applying this to other
sports. Since 2012, we've had the privilege of count-
ing Roger Federer as a partner and investor, which
has helped us make strong inroads into tennis.
That's also helped us understand the power of hav-
ing a presence in a televised sport.

Sports and movement are obviously a major part
of On's philosophy. How optimistic are you about
the human race being fit, healthy and active?

I'm definitely an optimist. Many young people are
much more health-conscious now than they were

23 27

Ta késqwqys

KNOW YOUR NICHE: When offering a premium
product, don't dilute your line for the sake of a larger
market. Your core audience will appreciate your focus.

STICK TO YOUR VISION: Patience is hard, especially
when you're running out of money, but short-term
gains aren't a win if they deviate from your end goal.

SHARE RESPONSIBILITY: Drawing on equally invested
people during decision-making processes increases
your bandwidth and helps find better solutions.
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Awareness of the
Y2K38 problem
(similar to the
Y2K Bug) grows,
with heightened
media attention.

% OwW DO YOU KNOW that your chief
executive is not a deepfake clone? To be more
precise: That WhatsApp message you just received
from a strange but secretive source, followed by a
voice note which sounded very much like your boss

..canyou believe it, or not? It is not a frivolous ques-
tion. The Times reported this summer that "at least
five FTSE 100 companies and one FTSE 250 company
have been subject to impersonation attacks this
year," and these are just the reported cases.

JANUARY 2011

5

Rethinking
Growth

THE REAL FACTS OF BUSINESS LIFE are challenging
enough without the virtual - and the fake — world
providing more headaches for the C-suite. But at a
time when we have learned to talk of the global
"polycrisis” and the confusion it brings, it is not
surprising if leaders are susceptible to being
scammed as they seek inspiration from a variety of
sources. "We are caught in a historical moment,”
says Gianpiero Petriglieri, associate professor of
organisational behaviour at INSEAD. "Leaders risk
being:averwhelmed by the scale of the challenges;?
agrees Laura Empson, professor in the manage-
ment of professional services firms at Bayes

L)

JUNE 30, 2011

= Germany
e announces a

r) — -
‘ n' R . Pt i plan to phase A
S - A ., i . . . .
: IF E'RE > / 4 outallofits \ Business School, City, University of London.
T T _ nuclear power \ . . .
KE I OU . plants by 2022. \ One business book publisher recently sent this

K’iTlMES IT /H-AmiR| o author a list of its new and forthcoming titles, and
W BORATIVE EFF ’ . these included Toolkit for Turbulence, Adaptive
Resilience, Strategy in the Age of Disruption and
Leading with Vulnerability. Happy days are clearly
not here again - yet. What is the nature of this
A— ‘ leadership crisis, and how can we find a way

COLLAGE: MIKE MCd DE |
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through it? We face "complex situations in which
there isn't an obvious answer or clear choice, and
solving problems depends on the brainpower and
engagement of everyone, not just the
top leaders," as Herminia Ibarra, pro-
fessor of organisational behavior at
London Business School, has put it.

Ibarra argues that learning and
6a4daptability are vital \évhen there is so
much uncertainty. She lists five critical
leadership skills which she says will
help organizations learn and adapt.
These are:

® Crosscutting: Develop networks
that include a diversity of people
and make new connections. Have
lunch with someone you don't
know so well for a change!

® Collaborating: Fols?ter psychological szi?ety to
increase team performance and to encourage
people to feel good about speaking up. Less of
the "vigorous advocacy" and kowtowing to the
Highest Paid Person's Opinion (hippo).

® Coaching: Have critical conversations that
help develop others' potential, with leaders
resisting the instinct to tell people what to
think and what to do.

18 22 19

® Culture shaping: Shape organizational culture
by molding and embedding useful corporate
practices, while "taking a wrecking ball" to
those which have shown that they no longer
serve any productive purpose.

® Connecting: Grow in empathy and authentic
leadership. "Today more than ever who you are
and how you connect to others matters," Ibarra
points out.
25 29 26
This is a helpful checklist. And perhaps there are
already some very good examples out there of
managers and leaders doing the right thing and
succeeding by it. In a series of recent blog posts for
Forbes, the management writer Steve Denning has
been arguing that some of the most prominent and
successful names in business have been getting a
few basic (and not mysterious) things right for
some time. It starts with the familiar but too often
neglected thought, popularized by the original and

-
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greatest management writer Peter Drucker, that
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businesses have one key goal or purpose: to find a
customer and keep it. "The fastest-growing firms
are no longer preoccupied with inert methods
and processes, hierarchical control, outputs and ' T
profits — a way of managing that results in low
capacity to adapt and innovate and low levels of
staff engagement,” he wrote recently. "The fastest- s
growing firms embody dynamic ror;indsets that lead
to value creation, empowerment, collaborative
networks and process-enabled outcomes, and M
faster growth. Power has shifted to customers who
have new options and information about those

0

Gianlbiero
Petriglieri,
Associate
professor
at INSEAD
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ONE BIG NETWORK
Leadership models
and organizations
are often described
as machines, but

it may be better

to see them as
interconnected,
with a face behind
each screen.
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The Antarctic Treaty

OptiOIlliC. ... So these firms reEognize that they must
understand and delight customers as a necessary
prior step to making money, and must create new
business models,” he added.

THIS MUCH IS CLEAR. But carrying it out is not always
straightforward. There are usually legacy issues of
culture and practice to deal with; but also the
classic dilemma of the "knowing-doing gap," as
Stanford professors Bob Sutton and Jeff Pfeffer
labeled it. And it is at this point that all eyes, both
inside and outside the organization, turn to the
leader and the question is asked: What are you
going to do to fix our problems? Who is in charge
around here? Perhaps this is not really a fair (or
sensible) question. As Empson argues, the big prob-
lems we all face in business are "too complicated to
be solved by individual leaders.” A world facing a
polycrisis needs collective leadership.

Empson has been studying professional service
firms - lawyers, accountants, management consul-
tants = for most of her academic career. It is here
she has observed the potential benefits of shared
and collective leadership, in contrast to the myth-
ology and wishful thinking which lies behind the
idea of the leader as a heroic soloist."Collective
leadership is an antidote to that [mythology],” she
says. "We have always turned to 'heroic’ leaders in
times of crisis,” she adds. This is where populism
draws its strength. Populists "create a spurious
sense of certainty,” she adds. "But today at work we
have a complex coalition of colleagues: —
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nonhierarchical, multigenerational.
This breaks down the old distinction
between leaders and followers. It is
aworld where everyone — and no one -
is a leader."

The post-pandemic world has also
introduced an existential crisis in our
relationship with work. But the current

eneration of leaders may struggle to
answer these questio?;s. According to
Empson: "The future of work isn't out there, it has
to be cocreated.” And this is why leadership may
start to look very different in a range of settings,
she believes. "In a polycrisis you can't just drive
into it in a conventional way. You need a multi-
layered and pluralistic approach. These problems
are interconnected."

Lastly, what about women and leadership?
wonders Epson. "They may have a different relation-
ship with hierarchy. Women may respond to a lack
of power by finding collective power.”" Empson has
support from elsewhere in academia. Archie Brown,
emeritus professor of politics at Oxford University,
made some similar arguments in his 2014 book
The Myth of the Strong Leader. He too favors what
he calls "collegial leadership" over those who "dom-
inate colleagues and concentrate decision-making
in their own hands."

SO, HOW ELSE CAN WE BE CERTAIN that the boss is not a
deepfake, or a robot?,Clearly, they need to,pass a
human being test. Gianpiero Petriglieri's latest work,
set out in a 15-minute YouTube talk, discusses "lead-
ership as a kind of love.” That's right: love. Petriglieri
makes a beautifully simple point. He says that, if you
want your people to move (to change, to act differ-
ently), then they have to be moved - emotionally.
Robots and deepfakes can't do this. Leaders will have
to show some humanity if they want a human
response. "I am trying to reconcile people with their
experience," he explains. "So much of our writing
=academic or practitiener — really divorcesleader-
ship from people's daily experience. It
dehumanizes it, either making it too
virtuous, too pure, or too mechanical.
So the leader either becomes this kind
of saint, an anointed person, purpose-
ful and values-based, or this kind of
Machiavellian mechanic."

How do his students and executive
clients react when he talks about
leadership as a kind of love? "People
31
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THE NEAREST EXIT

A strong workplace
network can help see
what might make
someone leave

an organization

- and what might
make them stay.

Think:Act 13

respond in a very interesting way," he says. "Most
people tell me - 'oh my God, that is so interesting
and so refreshing, and I completely endorse that,
but I bet you have lots of people who find it strange."
So they always project the foreignness of this idea
onto someone else. 'Twould like it, but I can't ...’
But to say that leadership is a kind of love does not
mean that leadership is good. There is a range. The
worst kind of love is narcissistic. 'T don't actually
love you, 1 fove myself in your plgeésence.' Love can
be a kind of language that is used to justify your
views. Abusive leadership can be like this. The most
common experience is of mediocre love: 'Tlove you,
but I'm afraid of that, and so I will try to control
you.' The leadership is diminished by the impossi-
bility of letting go of control. The best kind of love
is the most difficult: How do I really see you? How
doIsetyou free? I think leadership has that range.

Think:Act 14
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Movement to Preserve
Endangered Languages

.ONE HUNDRED YEARS
OF MANAGEMENT IDEAS

Every era has its own idea of how to run a company.

17

Frederick Winslow
Taylor published
The Principles

of Scientific
Management in

" 1909, codifying his

belief in efficiency
at work. Taylorism
may have been well
intentioned but can
justify harsh and

inhuman practices,,

+ [ssl

Management by
Objectives was an

idea developed

by Peter Drucker
in1954.1t had a
plausible common-
sense factor: keep
objectives in mind.
The difficulty came

31

when objectives -,
were in conflict, or
became too rigid.

Total Quality
Management was
developed by US
business guru W.
Edwards Deming,
but perfected in
post-war Japan.
Again, what started,
off as a good idea
became distorted,
causing a loss of
faith in the very
idea of "quality."

Business Process
Reengineering was
seen as a panacea
for arecessionary

PHOTO: FARAH NOSH/GETTY IMAGES

1980s world. The s
book Reengineering
the Corporation by
Michael Hammer
and James Champy
advocated radical
surgery, which
sometimes paid off
- but also left some
corporate patients
in a worse state.

- 25

Emerging from the
high-tech world,
agile has been held
up as an answer to
the corporation’s
problems. But it is
not for everyone.
The principles - of
being responsive to
customer demand
- are good.
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It can be abusive - or at least constraining. At its
best it can be liberating. And when I qualify it in
that way, many people go 'oh, yes."

THE METAPHOR WORKS. Charismatic leaders perform
a kind of seduction. But then what? "The arc of the
charismatic leader is always an impossible ascent
and an inevitable disappointment,” Petriglieri says.
"That's because the seduction is so intense, and
then there is no way it can deliver. Everyone is into
‘passion’! But passion has to evolve into something
more stable and reliable. "Indiscriminate seduction,
which stops, is the mark of the insecure character.
Leadership theory caters to that insecure masculinity
which actually becomes toxic. It seduces but then
doesn't know what to do next."

Petriglieri's discourse about love surrounds
humanizing leadership. "Our theories and especially
our practices are still attached to a metaphor of
machinery,” he explains. "The love metaphor is a
way to get away from the mechanistic. I do this in
class - I say: If you thought about love what would
you worry about? Am I loving the right people or am
Iwasting my time? Am I really caring? Do I get love
back? Do I get hurt? People respond because it gives
them a lens. Two things need to happen for any
organization to exist. Shit has to get done, and peo-
ple have to be held together and moved."

And of course, love provides armor against Al
robots and algorithms. "Algorithms are Taylorist
wet dreams,” Petriglieri says [see box at left]. It's
digital indoctrination ... the Taylorist dream can
be realized. "To me love is the antidote to that. The
best kind of love is an investment. And it's a liber-
ation. It's the opposite of an indoctrination.” The
way through our current troubles, then, will involve
collective leadership, adaptability and a human
response. We should not be shy about that. As the
poet W.H. Auden once wrote: "We must love one

another or die.” [ |
23 27 25
Takeaways

LEAD WITH LOVE: If you want your people to
act differently, then they have to be moved -
emotionally. It is important to show your human side.

POLYCRISIS NEEDS COLLECTIVE LEADERSHIP:
The issues facing today's organizations are far too
complex to be solved by an individual leader alone.

BUSINESS IS PERSONAL: Leadership is a person-to-
person dynamic and can be shaped into a positive
experience that combats the coldness of algorithms.
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talent strategy. Who should you be recruiting now?
What skills will they need to develop? And, not in-
cidentally, how do you make sure your helpful
co-pilot doesn't push you out of the cockpit?

THERE ARE COMPETING SCHOOLS of thought about what
talent strategy makes the most sense in the Al era.
Fuller argues that GenAI offers companies an
opportunity not just to optimize particular steps,
but to engage in a wholesale rethinking of how théff
operate — a revolution that will require fundamental
changes in operations, job descriptions and man-
agement. But today, he says, most companies are
still thinking too narrowly. "They want a solution
right now for training, they want a solution right
now for diversity or whatever it is, and you get this
cycle that is solving for the old X," Fuller says. Joshi
believes the degree of urgency depends on a com-
pany's strategic situation. "My
gut feeling is that it will very
much depend on industry and
context ... if you're heavily in soft-
ware development, if you're a
professional service firm, I don't
think you have a choice," he says.

dramatic strides these days. Many

business thinkers argue - perhaps

rightly so - that we are on the cusp

of a new industrial revolution. "It's

the most important invention since alternating cur-

< rent, in terms of productivity,” says Joseph Fuller, a

professor of management practice and co-leader

" of the Managing the Future of Work initiative at

_ Harvard Business School. Bob Goodson, president

of Quid, an AI-powered market research firm, goes

v even further, likening the rise of generative artificial

intelligence (GenAl) to the introduction of the

mechanical loom in the late 18" century, "but

r instead of textiles, the material is words." The point
is the same: get ready for major change.

Fuller says his models suggest that GenAlI will

s reduce labor needs by over 40% even as it enables

individual workers to be 40% more productive.

" Some of this is already happening. "Every program-

+ mer or head of IT or head of solutions that I speak

to says, 'we've become 20% more efficient using

0

0

" this tool,” says Amit Joshi, professor of Al, analytics

- and marketing strategy and director of the Digital

Excellence Diploma program at the IMD Business
F School. "For some weird reason, everybody says
20%." For managers, these changes pose important
questions not just about your Al choices, but your

0

ARCH 2040
20 anniversary of Covid-19
being declared a pandemic
he date sparks a ren
di lic healt!

olish ne

Other companies - such as
midsize financial or midsize
pharma companies - may be able
to move more slowly, Joshi argues.
"I don't at this point think that

WHO'S THERE?
GenAl may increase
productivity, thereby
reducing labor
needs, but machines
can't replace some
very human qualities
that are essential

to helping an
organization thrive.

nin there is going to be revolutionary
change. But there needs to be
evolutionary change for sure.”
That means training current employees in how to
use these new tools should be a priority, he says.
Democratize experimentation, he suggests, but
keep the experiments internally facing at first, in
case something goes wrong. "At the same time," he
adds, "be careful about your data governance struc-
ture, to ensure your GenAl system can't spill con-
fidential information.” It's important to think
through the costs, as well, he warns. Posing a com=
plex query to a large language model can cost as
much as 10 or 15 cents, according to Joshi - which
might not sound like much, but if your team is
submitting a few thousand queries a day, that's
suddenly a major new budget item.

Nor is building your own large language model
necessarily cheaper. "A good number of organiza-
tions just don't understand the engineering scaf-
folding and the expense that's required in order to
make this run. You don't just take this out —

COLLAGE: MIKE MCQUADE | PHOTOS: EVA-LOTTA JANSSON/BLOOMBERG, RONALD PATRICK, YUICHIRO CHINO (GETTY IMAGES)

63

yv02-s202



64

e

J— PP

——— -

2004-2024

Think:Act 44

Think:Act 09

84f the box, slap it into(f)3 your existing stuff, Efmd it
starts running,” he says. Finally, there are hidden
but substantial environmental costs related to car-
bon, water and electricity consumption, he adds.
"The implicit and explicit costs of this are higher
than most people anticipate.”

René de Koster, a professor of logistics and
operations management at Rotterdam School of
Management, argues that in logistics or manufac-
turing settings, gradual automation tends to be
more cost-effective than bringing in complete solu-
Eilons. Often, when plflsnts are automated, }llsuman
beings are just given the leftover tasks, but de Koster
suggests that it's better in terms of productivity to
retain some of the more attractive tasks for people
and then give them a degree of autonomy about
how they organize their work. Debjit Roy, professor
of operations management at the Indian Institute
of Management Ahmedabad, points to drone-
powered inventory counts as automation that leaves
tedious work to the bots and decisions that require
more understanding of supplier and consumer
behaviors to people. ., -

WHAT HR EXECUTIVES WILL NOTICE FIRST about GenAl is
how much it changes their own day-to-day work,
says Joshi. "Everything from generating relatively
run-of-the-mill job postings, to creating news-
letters, to designing learning journeys for employ-
ees — all of these are things with which this tool can
help,” he says. Fuller believes AI will also change
how people are managed generally.

In addition to providing electronic advice to
make managers more sensitive, GenAl may also
encourage the hiring of more socially
sensitive people, a trend that is already
underway. "Jobs that are growing as a
share of the labor force, and parti-
cularly jobs that are growing as a share
of income, are jobs that feature higher
requirements in what are called social
skills," Fuller says. "High math skills
and high social skills - that's the abso-
lute winning hand."” The next best is

Swine flu

| Think:Act 11

ON THE OTHER FOOT
While it seemed that
GenAl had the ability
to replace workers,
they are in fact

now in the position
of managing their
own Al applications
to increase their

job productivity.

26
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low math skills and high social skills, which is
followed by high math and low social skills. Some
of those social skills are acquired in early child-
hood, he adds, and are fostered by the richness,
diversity and stability of the community in which
the child grows up. Others can be learned: "I would
argue that a lot of people learn empathy by reading
fiction," Fuller says.

Ironically, the rise of programs that can talk,
sing and paint almost by themselves seems to be
good news for liberal arts majors. "The Greek tragic
chorus that/this is the death of humanities' ... the

hyper-emphasis that we've drifted into that you
need to develop hard skills that relate to tech-
nology," is untrue, Fuller argues. "I think [AI] is
a great boon to people in the humanities,
because I think in the future you'll be much
better off taking a course on logic and taking a
course on rhetoric at a university than taking a
course on code writing because 50% of the lines
of code written in the United States in the last
quarter were written by [Microsoft] Copilot,” he
31
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says. "That doesn't mean that we don't need any
coders," he addsl,s"but run—of—the-milllczroders, bad
coders, amateur coders — not so much.”

BEING ABLE TO SEE THE BIG PICTURE is becoming more
and more important. "Everyone is a manager now,"
says Carolin Fleischmann, research professor of
international business at Rosenheim Technical
University of Applied Sciences. "Even graduates who
are just starting to work, because everyone is man-
aging their own AL" As a result, every employee will
need to be a very quick study. And it will probably
help if they're curious. Goodson argues that the abil-
ity to ask insightful questions will be an essential
skill. "I'm a big believer in the power of curiosity,"
he says. "Even at a company level, the culture of
curiosity is really important.”

Curiosity isn't just asking your AI assistant a
question and accepting the answer the model spits
out, experts warn. As with purely human problem-
solving, the best AI solutions tend to come out of
a conversation, not a one-time question and
answer. Treat the bot as just another member of
your team, advises Jeremy Utley, adjunet professor
at the Hasso Plattner Institute of
Design at Stanford University. His
research has found that "teams
that didn't treat Al like an oracle
but instead treated Al like a colla-
borator, like a co-worker, got way
better outcomes."

The most important quality
of all in the Al era may be one that
comes more easily to machines

EU hydrogen
pipeline opens

PHOTOS: BSIP, PETMAL/GETTY IMAGES
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than human beings, however. In a recent survey of
783 business professionals around the world con;
ducted by Fleischmann and her co-authors, execu-
tives rated integrity as the number one quality they
think will be more important in the future than it
has been in the past. "Now that we have all this AI-
generated content out there, it is even more import-
ant that we can trust our employees and that they
be honest and truthful about how they work and
what they bring to the company,” Fleischmann says.

But looking at the short run, one organizational
psychologist argues that another virtue may be in
even higher demand now at the dawn of the Al era;
courage. "If you're up for change as an individual,
even if you don't understand it, you're pretty safe.
If you're so fearful that you're just a rabbit in the
headlights, then that's a different issue. If you don't
like change and you don't adapt to change well,
then you're going to have trouble. This is change
and it's coming at quite a speed," says Cary Cooper,
professor of organizational psychology and health

at the University of Manchester. [ ]
28 25 23
Takeaways

Al IS ALREADY MAKING AN IMPACT: Studies are
showing that GenAl is already having an impact
on the workplace and is increasing productivity.

THINK THROUGH THE COSTS: Slow implementation
will allow for the most targeted workplace solutions
since GenAl may generate ongoing expenses.

LOOK FOR WHAT MAKES US HUMAN: We still need
humans to work with automation and should seek out
and develop the skills that set us apart from machines.

30
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FRANCISCAN FRIAR PAOLO BENANTI
HAS CARVED OUT A RESPECTED
NICHE AS THE VATICAN'S SEMI-
OFFICIAL VOICE ON THE THORNY
MATTERS OF RAPID TECHNOLOGICAL
PROGRESS AND WHAT IT MEANS TO
BE HUMAN IN THE 215" CENTURY.
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E MAY LIVE in a 16"-century
monastery in the heart of Rome and teach at the
Pontifical Gregorian University which traces its roots
back to a Jesuit college founded in 1551, but Paolo
Benanti is deeply engaged with the here and now.
He grew up playing Dungeons & Dragons, wears an
Apple Watch and is a fixture on the international
tech scene, putting artificial intelligence into context
as the Vatican's most,prominent tech theologian.
In this interview with Think:Act, he delves into the
moral as well as the very tangible risks if artificial
intelligence is left to innovate at breakneck speed.

You are a professor of ethics at the Pontifical
Gregorian University in Rome, which is considered
the Harvard of the Vatican, but you're also in the
headlines frequently as the advisor to the Pope
on artificial intelligence. Why does the Vatican need
an Al advisor?

My daily work is at the university, teaching and
writing. The idea of me advising the Pope is a mis-
understanding by the media. I'm only a consultant.
A consultant is a special role in the Vatican where
the Pope appoints someone, usually a professor, to
help work on some topics. I'm not someone who
whispers into the Pope's ear. My role is to serve as
an official element of advice in a broader frame-
work. When the Holy See calls on consultants like
me with a specific question, we write documents
and have some kind of dialogue.

30
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Bridging the worlds of faith and tech, you also work
to facilitate a dialogue between tech companies
such as Microsoft and Cisco and the Vatican. How
would you describe Pope Francis' knowledge of Al?
Pope Francis is 87 and not an engineer, but when
you look at the pontifical declarations made by
him, they are characterized by a ggally deep ability
to perceive what the most challenging questions
are for human beings. It started at the outset of
his papacy with a visit to Lampedusa in July 2013
to pray for refugees and migrants lost at sea.
He followed up with the encyclical Laudato si' in
2015 which addressed ecological concerns. And
now you have the big topic of Al, where he has
repeatedly spoken about the potential to contri-
bute in a positive way to the future of humanity,
but also cautioned that this requires a constant
and consistent commitment on the part of those
developing these technologies to act ethically and
responsibly. Don't forget that one of the most viral
images was the Pope "wearing" an Al-generated

HELPING THE POPE
WITH Al THOUGHTS

How some of Paolo Benanti's ideas found their way
into Pope Francis' speech at the G7 on Al in 2024.

44
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Human dignity and
human rights tell us
that it is man who
must be protected
in the relationship
hetween man and:
the machine.

Paolo Benanti

We need to ensure
and safeguard a
space for proper
human control over
the choices made by
artificial intelligence
programs: Human
dignity itself
depends oniit.

" -
"_ Pope Francis

y

, white puffer jacket. In his message for the Catholic

Church's World Day of Social Communications in
May 2024, he clearly stated: I, too, was an object of
a deepfake. His own perspective, then, is not on
himself - it's on the effect on people.

What are, to your mind, the biggest and potentially
existentidl risks that Al poses to mankind?

Just as when we first picked up a club 10,000 years
ago, Al can be a tool or can easily be weaponized. It
depends on culture, which serves as a complement

w tonature and arises out of language. If you can hack

language, you can hack culture, knowledge and
a core set of beliefs that characterize humanity.
Language is a very powerful technology. First
words were spoken, then written down, then
came the printing press. Now
we have a computed language.
I'think this is where the major risk
comes from, because we learned
during modernity to shape our

PAOLO BENANTI
studied engineering
before dropping

out, joining the
Franciscan Order
and earning a

Ph.D. in moral
theology at the
Pontifical Gregorian
University, where he
has taught on the
moral questions of
technology since
2008. He is also an
Al advisor to the
Italian government.

Personalized medicine
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What we are
witnessingis a
fundamental and
deep transformation

in the way of

conceiving reality
and ourselves

especially[..] and
what is meant

by 'man as a

+ moral agent.’

Paolo Benanti

PHOTOS: IVAN ROMANO, ALESSANDRA BENEDETTI, MASSIMO DI VITA, SEBASTIEN COURDJI (GETTY IMAGES) ; YULIA REZNIKOV, JONAS GRATZER (GETTY IMAGES)

E P o o e
. £

We seem to be
losing the value

and profound
meaning of one of
the fundamental
concepts of the
West: that of the
human person.

n

W
Wt et bl i T e
v

I’:; 1 Pope Francis

o ———

30

01

knowledge in an architectural way, with knowledge
remaining in self-sufficient silos. Engineering is
engineering. Science is science. Now, if you interact
with an Al, the knowledge that the AI can suggest
to you is oracular. Everything is mixed together —
and you have to trust it. What we know of ourselves
is not automatic knowledge, but something that is
handed from one generatiouri to another. Once yooli
insert Al in this chain and it's not well designed, it
could have a really profound effect on who we are
and how we understand the world.

In which specific areas do we need regulation? You
have made the case that guardrails for Al are similar
to mandating the use of seat belts.

When we develop a car, we start by drafting the rules
for driving in public. Those rules are not made to
constrain the technological evolution of cars but
to avoid accidents. Because we have machines
now that can automate decision-making or can
be applied in medicine - in other words replace
humans in a lot of processes - we need guardrails
to avoid accidents in those realms. Think of it
as some kind of safety belt to avoid that human
dignity, the most fragile part of us, could be dam-
aged by the speed of innovation. Innovation has to
serve the public good.

How much time do you think the public, politicians
and regulators have to put these guardrails and
mandates in place?

The world of technology is evolving really fast. But
there is a flip side when regulations are put in place
too fast, without us being able to understand or
allowing new technology to develop. Take the
privacy regulations passed in the EU called GDPR.
We were able to define human rights around our
data - and the slowness of this process turned out
to be an advantage. It allowed us to protect not a
fixed list of data, but all data;that could be personals
ized. Now that Al can associate
lots of new data points to a
single human being, it also
becomes protected data. The
slowness of the legal process
gives us not a list of forbid-
den and permitted techno-
logy, but the broad criteria
to highlight what we'd like to
protect when it comes —

Urban Al farming
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to human identity - and dignity. The European
Union's AT Act is going in the same direction because
itisn't covering any industrial use of technology but
focusing on protecting human rights.

The debate over regulation vis-a-vis progress is not
new. Do you consider it an uneven race?
f{egulation is always aoéompromise. Idon't see it as
a cat-and-mouse game. Al technologies are in some
way temporary because they are continuously
evolving. We also have to understand regulation as
something temporary that needs to be adjusted.

What about enforcement? We are dealing with
multinational players and multinational problems.
Do we need global entities or something similar
to the Non-Proliferation Treaty for nuclear arms?
It's certainly debatable if that treaty is really
working, but something is better than nothing.
Enforceability is the real problem, because we don't
have global police that can step in. From my expe-
rience working on the United Nations' Artificial
Intelligence Advisory Body, which was formed in
October 2023, we have no solution. Sure, we can
draft the ideal regulatory set up for the world, but
then every country has its autonomy, which also
involves the power of markets and money.

When it comes to ethics in Al, you're the driving
force behind something called the Rome Call. What
do you want to accomplish?

The Rome Call isn't a normative framework. It's an
attempt to establish a setting in which different
entities — churches or faiths, states or NGOs, uni-
versities and tech companies - can come together
and define ethics for AI and then align what they
do with those principles. Companies, for exam-
ple, are discovering some kind of responsibility
in their own processes and might mandate their
engineers to take ethies 25
classes. We hope we can
create an ethical move-
ment through shared
principles, but we are
not giving anyone a
stamp of approval.

Think:Act 07

The initiative has been
able to win over other
world religions since it

TECHNOLOGY

April May 2007
o1 S
M
44 44 :
Technology is part Our ability to fashion
of what it means to tools [..] speaks of
be a human being. a techno-human T
That is the techno- condition: Human i
human condition. beings have always
Technology is always maintained a <
present, even though relationship with
it’s not always the’ the envirecnment s
same throughout mediated by the ;
the human story. tools they gradually
produced. T
Paolo Benanti - W
Iﬁo ﬂq Pope Francis
nﬁl 7 T
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.. 10

The
Rome
Call

Initiated in part
by Paolo Benanti,
the Rome Cadllis a
nonbinding, inter-
religious document
to promote shared
global responsibility
for ethical Al. The
first signatories
included |BM
and Microsoft.

started in 2020. How can the world's large
religions work together to ensure that Al serves all
of humanity?

Having other faiths join is the most interesting part,
from Asian religions to Judaism. It's a new perspec-
tive to look at how religions are leaving divisions
and fights behind to say we are upited on the topic
of Al ethics. We want to make sure AI will be a tool
for human development and not oppression.

What does that look like in practical terms?

Education is a good example. If you look at just
Christianity, we are serving tens of millions
of students. Then you
have Buddhist, Shinto,
Muslim and Jewish educa-
tional institutions all tal-
king to future generations
about the ethics of AI. We

iPhone released
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An ethical decision

language that can
translate moral value into
something calculable

is one that takes
into account not
only an action's

for the machine. The

outcomes, but also
the values at stake

perception of ethical
value is a purely human
capacity. The'ability to
work on numerical values
is rather the ability of the

machine. Algor-ethics
is born if we are able to

into something calculable.

Paolo Benanti

h:.?

13 10

w are fostering, nourishing a healthy sensibility of

technology. This will have an effect, because it's
part of the cultural process and how we understand
reality. And we're not an industry. We are not think-
ing in quarters or investor returns. Religions work
with long time horizons.
20 17

There's a debate as to whether those systems can
become, or might have already become, sentient
or conscious. Are some Al experts just delusional?
I come from an engineering background and I

" know very well that a Turing machine can only

solve certain problems. And proof of conscious-
ness is not such a problem. We have systems that
may fool us into believing they are conscious, but
not more. This makes it a hypothetical problem
for now, while it is much more urgent and import-
ant to discuss the effects that these:AI systems
can have on human labor, equality and access to
resources such as energy or water.

Let's assume we reach some form of super Alin the

' near future. What role will religions play when there

are sentient beings other than humans among us?

If someone is interacting with a machine like an

oracle, that is a religious approach. So, instead of

fighting this new divinity, we should tell humans

that they are treating machines as if they are gods.
31
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and the duties that
‘derive from those’
values ... With the
term 'algor-ethics,' a
series of principles
are condensed
into a global and
pluralistic platform ...

(,‘ - d Pope Francis
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Idols will arise when we follow a solution suggested
by a machine that we cannot understand. There is
a risk that such a religious view of machines will
spread in society. People who are not able to under-
stand what these systems are will use them - not
because we built a new God, ,but because we didn/t
educate the public enough how to use these tools.
To be honest, I would not be shocked if in a non-
religious country like China, the power of AI will
produce a sort of religious movement. Some may
ascribe that to the absence of traditional religion
and the human need to get answers. Let's remem-
ber how early Christians encountered Greek gods.
So, forgive me the joke, it's not the first time that

we have competitors in the market. O
26 23 28
Takeaways

Al CAN BE A TOOL, OR A WEAPON: Little in the
world can be described as entirely safe or inherently
dangerous. Human intention makes the difference.

REGULATION MUST BE ADJUSTABLE: Technology
is in a constant state of evolution and the guardrails
we put in place need to be able to move as needed.

FITHINK FOR THE LONG TERM: A healthy sensibility
of technology requires education that remains
focused on the horizon as well as the here and now.

30
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AND PROMPTS TO INTERACT, "

SMARTPHONES PROMISED

THE WORLD FORAPLACEIN
OUR POCKETS. NOW THERE'S : )

A CALL TO RECONSIDER IF

THIS SYMBIOTIC RELATIONSHIP

IS TRULY BENEFICIAL, OR
PARASITIC INSTEAD.

Words by GRACE BROWNE

Phorography by RODERICK AICHINGER

HE EARLIEST CELLULAR PHONE, first

released in 1983, was Motorola's

DynaTAC. It was better known as

"The Brick," weighing in at over a kilo-

gram and costing around $10,000
in today's money. As the technology grew more
sophisticated - and shrunk in size - these phones
correspondingly exploded in popularity. IBM
was credited with releasing the first-ever "smart-
phone” in 1994, called the Simon; it featured a
touchscreen, fax-sending capabilities and an email
and calendar function, but its success suffered due
to a short battery life and it ended up lasting just
six months on the shelves.

THE FIRST TRULY SUCCESSFUL SMARTPHONE was the
BlackBerry, launched in 1999. it became synony-
mous with high-status white-collar workers who
could stay connected to the office whenever they
liked; a status symbol for the uber-busy, and ergo,
the uber-successful. But there were rumblings that
all was not well with this increasingly blurry line
between home and office. A term arose to describe
the growing obsession the owners had with their
nifty device: the CrackBerry, which became the
2006 Webster's New World College Dictionary word
of the year.

In 2007, The Guardian columnist Jonathan
Freedland wrote about the frustration he had with
his obsessive relationship with his BlackBerry. "I

PHOTOS: SCOTT BARBOUR, STANISLAW PYTEL (GETTY IMAGES)
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The first successful human
brain-computer interface
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became transfixed by the palm-sized device, my
eye returning constantly to its top right corner, to
see if the red light was winking. If it was, the curi-
osity was unbearable. Sure, you knew it was bound
to be spam or an office round-robin, but what if it
was something else, something exciting,” he wrote.
If the BlackBerry was considered addictive, it
seems nobody was ready for what was to come next.
In 2007, the first iPhone was revealed, marketed
by Steve Jobs as a combination of the iPod, mobile
phone and a breakthrough internet communicator.
By the end of 2013, one in five people across the
globe had their own smartphone.

Kevin Roose, the technology columnist for The
New York Times, described our relationship with
phones as less an addiction than a "species-level
environmental shock," as he put it. "We might
someday evolve the correct biological hardware to
live in harmony with portable supercomputers that
satisfy our every need and connect us to infinite
amounts of stimulation,” he wrote in 2019. "But
for most of us, it hasn't happened yet."

AS CONCERNS ABOUT THE COMPULSIVE NATURE of our
relationship with these devices cemented, other
worries arose. How were they affecting our work,
our relationships, our health - or our brains? It was
long thought that once our brains reached adult-
hood, they remained fixed that way for the rest of
our lives. However, research in
the 20" century turned that belief
on its head with evidence that
our brains continue to change
and adapt as we grow older. That
also means our brains continue
to be amenable to outside forces
that may tweak and influence our
neural processes.

The term "addiction" is often
bandied about when it comes

implants allow individuals to

control electronic devices
with their thoughts.

LESS TO LIKE
Research shows
that adolescents
who take a social
media break see
their mental health
improve, even as
their isolation from
friends still on the
platforms increases.

to these devices in our hands,
althoughewhether it falls under
the strictly clinical definition of
the word typically reserved for addictive substanc-
es such as alcohol and opioids is up for debate.
Nonetheless, a 2022 meta-analysis that looked at
82 studies across 150,000 participants concluded
that up to a quarter of the general population could
be suffering from "smartphone addiction.” Indeed,
Anna Lembke, a world-leading expert on addiction
at Stanford University, has called the smartphone
the "modern-day hypodermic needle.” Ev- —
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ery like, message or TikTok video gives us a boost i Great Rewiring of Childhood is Causing an Epidemic health crisis that is currently raging. Haidt traces
of dopamine, the pleasure-seeking neurotransmit- —[feFe of Mental Illness, which instantly skyrocketed to the ' T its inception to around the year 2012, when rates of N E 1 V! :VR
ter, which in turn reinforces the need in our brains e T top of The New York Times bestseller list. w ., depression, anxiety and self-harm in young people

2004-2024

to spend more time on these devices, to scratch
that itch.

This endless cycle, experts have argued,
also has neurological implications. For one, our
collective attention spans may be splintering
(i)glto pieces. We're leosss able to deeply immerse
ourselves in a piece of work or a goocfsbook,
because the urge to check our phones is too great.
This has been dubbed the "brain drain effect” - this
theory maintains that even the mere presence of
a smartphone in your vicinity reduces your cogni-
tive capacity because your brains may be subcon-
sciously working harder to ignore the impulse to
check your phone.

IT MAY ALSO BE WREAKING HAVOC with our memory.
The idea of "digital dementia,” coined by German
neuroscientist Manfred Spitzer, proposes that
our constant reliance on and overuse of digital
technology is causing issues with our short-term
memory. And while once a technology reserved
only for the wealthy adult, access to smartphones
has become much more pervasive — and, crucially,
reaching a much younger audience. Today's kids
are exposed to screens from a young age: A recent
study found that around 40% of kids in America
have a smartphone by age 10.

.. Due to the much more malleable nature of an
adolescent brain, experts are growing increasingly
concerned about how this exposure to phones is
reshaping the brains of young people. The "great
rewiring of childhood" is what it's called by
Jonathan Haidt, a social psychologist and professor
at NYU Stern School of Business. Haidt is the author
of the new book The Anxious Generation: How the

Think:Act 04

This early exposure to smartphones - as well as shot up. Between the years 2010 and 2015, suicide
restricted playtime - is fundamentally altering chil- 7 T rates in 10- to 14-year-old girls rose by 167%, and
dren's brains at a time when they're slap bang in the by 92% in boys. And these stark figures can be
middle of developing, he argues. According to Haidt, attributed to the decline in a play-based childhood -

smartphones disrupt the natural development of s s and its replacement with a phone-based childhood.
The Anxious the adolescoe7nt brain. Before a kid'os4prefr0ntal cortex . . The argumecrslts in his book haveorzl't escaped
Generation °2 has time to develop, smartphone use disrupts the criticism, however. Haidt has been accused of
by Jonathan Haidt, development of impulse control, he says, fundamen- v v cherry-picking small, underpowered studies to
400 pages. tally rejigging the brains of kids today. prove his points, and for mistaking correlation
Penguin Press, All of this leads to Haidt's ultimate argument ! " for causation. Critics argue that the youth mental
2024. and the crux of the book: that this screen-filled , w health crisis is too complicated to attribute to a
adolescence is what's behind the youth mental single cause, with an origin far more multifaceted
T T
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That phone in
your pocket
may be costing
you more time
than you think.

252

minutes

The global average
amount of time
a smartphone
user will spend
on their device
each day.

58

fimes

How often
the average
smartphone user
checks their
device during a
24-hour period.

/
0%
of uses

The percentage of
daily interactions
users have with
their smartphone
that ldst less than
two minutes each,
an average of
40 times in total.

SOURCES:
PRIORI DATA, RESCUETIME

South American nations
take the lead in climate-
resilient agriculture

in nature. "Mental health challenges are complex
and there's no one cause,” warns Heather Kirkorian,
a developmental psychologist and professor at the
University of Wisconsin, Madison.

MORAL PANICS AROUND TECHNOLOGY are certainly not
a new phenomenon. Strikingly similar waves of
panic arose with the advent of television in the
mid-20"™ century, radio in the 1940s, even with
the rise of the novel in the 18" century. The Greek
philosopher Socrates worried about the effects of
writing in ancient Greece, that it would destroy the
ability to commit things to memory.

What does set smartphones apart according to
Jenny Radesky, co-director of the American Academy
of Pediatrics Center of Excellence on Social Media
and Youth Mental Health, is just how quickly the
technologies are adapting and sophisticating. "Part
of the business model is to grow big, get to scale, be
adopted as fast as possible, get a ton of users," she
says. "And so I think we have less time to reach a
homeostasis with technology
where we feel like we've adapt-
ed to it, or the technology has
adapted to us.” 29

Kirsten Drotner, a media
historian of media panics
around technology, forecasts
that this moral panic cycle will
continue ad infinitum, with
the invention of every new
gadget or gizmo. It's what Amy
Orben, a psychologist at the
University of Cambridge, has
dubbed the "Sisyphean —

Food supply
chain security
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cycle of technology panics.” She writes: "With every
new technology treated as completely separate
from any technology that came before, psycho- LY
logical researchers routinely address the same
questions; they roll their boulder up the hill,
investing effort, time and money to understand
their technology's implications, only for it to roll
down again when a novel technology is introduced.
Psychology is trapped in this cycle because the
fabric of moral panicsoflas become inherent?;f inter-
woven with the needs of politics, society and our
own scientific discipline.”

Think:Act 04

THE RESEARCH IS STILL IN ITS INFANCY, yet the concerns
about how smartphones are affecting our brains -
aswell as our children's — are unsettling enough to
prompt a rethink of our relationships with these ¥
devices. So what can we do? In the 2010s, Tristan
Harris was a product manager at Google when he
became concerned about how the products he
himself was working on were hijacking their users’
attention. In 2013, he wrote a manifesto for his
colleagues entitled A Call to Minimize Distraction
& Respect Users' Attention. His screed,
which warned that technology com-
panies had a moral responsibility to
shape society - and stealing its atten-
tion was not the way - earned him a
new job title: design ethicist.

He left Google in 2015 to forge his
own mission: to reform the attention
economy. He founded what he called
the Time Well Spent movement, with
the goal of stopping "tech companies
from hijacking our minds." He became
one of Big Tech's biggest critics; The
Wall Street Journal called him "the con-
science of Silicon Valley." Today, Time

Heather Kirkorian,
Developmental psycholo
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downgrading” - which he has described as the " " bullying, for targeting children with advertising  FREE PLAY aren't going away any time soon. These devices

"social climate change of culture” - and realign _ based on their personal data or cookies and com-  Social media use by in our pockets are now part of the fabric of mod-
. . . . children has risen .

technology with humanity. panies are forced to carry out risk assessments on alongside a focus ern life. But we can - and should - wrestle back

After Harris first began calling out the industry, W " the negative effects on the mental health of chil- oy "gogl-oriented control from the Big Tech companies feeding on

the companies started to take heed. Apple and . dren to present to the commission. activities" over our attention spans. For now, the jury is out on

Google began to roll out features that promoted When it comes to children, movements in the “”S’:’ uctured f’g’e just how much damage they are wreaking on our
with peers, an

Well Spent has been rebranded into "digital wellness." You could now track your screen r  US tend to place the liability on parents to safeguard both may negatively brains. But it wouldn't hurt any of us to unplug
the Center for Humane Technology, time, set access limits, shush the incessant notifi- their own kids. "Unfortunately, it puts a lot of the  jmpact self-esteem.  from time to time. O
whose mission is to reverse "human cations and switch your phone to grayscale. These : ° onus of responsibility on individual parents to bat-
24 28 23 are all twealks that Harris himself:advocated for, but s s tle against multibillion-dollar companies," says 27 24 29 26
he also called them just baby steps in what will be Kirkorian. "There's a place for policy around things Ta keawqys
a much longer journey. " " like privacy, things like manipulative design, where \ / OUR BRAINS CONTINUE TO ADAPT: We build neural
T 1 you're agreeing to things you don't know you're ‘ reserve throughout life and remain amenable to
INDEED, CHANGES MAY HAVE TO COME at a policy level to agreeing to.” But she adds that "individual parents A forces that may influence these processes into old age.
Think:Act 01 fight smartphone addiction. In the United Kingdom " " and kids should be armed with information about £y CONCERNS MAY BE VALID: Credible studies have
and the EU, governments have targeted the com- | ; what might make them feel better, and what may ._‘ 'r shown a number of negative effects related to
panies making the social media platforms and make them feel worse." i ; increasing levels of smartphone usage, also in children.
smartphones, passing regulations that penalize * F The reality is that ever since the iPhone was F . .
TUTTTT=" tech companies for failing to clamp down on illegal N . first unveiled by Apple in 2007, we'll never be able | ;ﬁgg;5?:;?:0‘(\;?;szrr’;l:tgr:’liownf\\,/;% i,,"l,ir,ﬂgg
or harmful content, such as disinformation and to put the genie back in the bottle: Smartphones : must be separated from speculatory fears.

30 S S 31
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BEFORE HER 16 YEARS AS
GERMANY'S CHANCELLOR,
ANGELA MERKEL ENJOYED
READING THINK:ACT -
AND SHE WROTE TO US

TO SAY SO. NOT BY POST
OR EMAIL, BUT BY FAX...

Think:Act 01

zoo4—zozl‘\.

Dear Mr. Schwenker,

Thank you very much for your letter of December 16,
2004 and for sending me a copy of your new magazine
"think:act." I found the articles on the topic of "growth”
particularly interesting as well as the examples given
of companies with exceptionally successful growth
strategies. It is encouraging to see German companies
among the examples presented here.

For me, these articles make it very clear what is needed
from a macroeconomic and national perspective if we
want to achieve more economic growth in our country
again, and that is more freedom for entrepreneurial
initiative and creativity and, in turn, the necessary
reduction in state influence. In this context, I would
also like to reiterate the statements made by EU
Commissioner Joaquin Almunia, who once again
makes it very clear in this interview what is needed
from a political perspective to achieve the Lisbon goal.

T'wish you every success in your future work.

Kind regards,
Dr. Angela Merkel
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Thinking is an
Iimmediate act.
[t can also have
'. far-reaching
‘ consequences.
When Think:Act
was launched
20 years ago, 1tS
vision embraced
both notions.
It set its sights on
the hiere, the now.
And the future.
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