Good morning,
I am coming from the Tällberg Foundation in Stockholm, which I will explain to
you in a short while. I started my career in strategy consulting for the financial
services industry, first for First Consulting Ltd and later for Oliver, Wyman &
Co. During the years with these companies, I was based in London but
worked
orked across E
Europe.
rope I gained a thoro
thorough
gh e
experience
perience in de
developing
eloping
strategies for global players in the insurance and banking industry.
I also worked as a teacher of Economics and Philosophy at the Mahindra
United World College of India outside of Pune, India. During this time I was
also involved in microfinance projects and was able to pursue my strong
interest in development related issues.
I graduated from the United World College of the Adriatic in Italy and hold a
BA in Politics, Philosophy and Economics from the University of Oxford, and
an M.Phil in Philosophy from the University of Cambridge.
What I want to do here is to give you the big picture of the present situation
and show you the long-term underlying trends. This oscillation between the
long-term and the short-term issues will continue in the other presentations of
this session.
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Some comments I like to make on the previous presentation. In the late 90‘s I was
building risk models for banks. I have to admit that I actually built the credit
models for 2 banks which now collapsed. That taught me some quite important
lesson because the financial space has some direct bearing on the environmental
lesson,
situation such as sustainability. In the last presentation we heard about the 4
reasons why the financial melt-down occurred. The question we have to ask is not
only, how these factors contributed to the melt-down, but also how come that
these factors were allowed to prevail? How come that credit pricing got corrupted?
How come that certain management models in banks were allowed to develop?
My suggestion is that in the late 90‘s corporate institutions lost the large picture.
Th t was noticeable
That
ti
bl th
thatt CEO
CEOs, corporate
t boards
b d and
d regulators
l t
fforgott about
b t the
th
real responsibility and got lost in the run for ever higher returns.
My own experience was that the discussions at that time in credit risks was
whether the Basel 2 Accords - the new capital regulations that were about to
come into play - would on the margin somewhat increase cyclicality or the credit
cycle. While we were discussing these minute details, the mortgage market was
melting down. We were playing the completely wrong game. We were well paid to
play the wrong game.
Looking back in hindsight it seems to me that the best risk models in the late 90‘s
was not paying people like me to build complicated risk models but to cultivate
political relationships in Washington. That turned out to be the biggest difference
between banks which survived and those which did not survive. That is just a
reflection of the financial market. Let us keep that in mind and make the move into
the environmental space of sustainability
sustainability, because I think
think, we see some very neat
analogies, that help us to reposition the new sustainability for corporate
developments.
I chose the title „Rework –Rewire“, because we will have ahead of us a massive
reworking of global infrastructure. The extent of that work has not yet sunk in.
That of course will require an awful lot of rewiring. If you position yourself well,
there will be very significant business opportunities here.
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The general story I will tell you is that the game is changing, not unlike what
has happened in the late 90‘s in the credit market.
Deep natural imbalances are building up in the environmental system. I think,
we now have sufficient evidence to say that this is the case. How this will play
out remains to be seen. But the change will come.
The consequences of these changes for humanity are so significant that
politics will change. When the threats to human interests are significant
enough, there is no way that politics can stay out of this. Politics will come
back into this space with a vengeance. We saw a little bit of this after the
financial crisis, when governments were moving in to nationalize banks. We
will see this on a much larger scale as the sustainability crisis develops.
The third point I would like to bring to your attention is that the cable industry
i potentially
is
t ti ll iin th
the winner‘s
i
‘ seatt h
here. Th
The cable
bl iindustry
d t as a whole
h l h
has tto
engage itself in a new way with the politics that are emerging. But you should
not make the mistake that the banks did, in failing to see that the game was
changing.
With that as background information, I will start speaking a little bit about
where I come from and then I walk through the national imbalances moving
into the system and then how these imbalances play into politics.
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First, let me give you some short information of Tällberg Foundation, where I
come from. It is a loose body, a think-tank, a consulting company, that
emerged after the corporate sector. It has its origin in the car manufacturer
Volvo in the early 80‘s. The idea was in order to stay ahead of the crowd,
understanding the business landscape as it is changing, you need to have
other interfaces to the world. Most business communities are homogeneous.
With this comes a limit of perspectives and hence you fail to pick up incipient
trends and the new tendencies that are emerging, and that will hit your P&L
and balance sheets sooner or later.
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What we did was that we started gathering corporations , civil society,
government and international organizations in an environment like this beauty and informality - just to talk and see, what is on each others mind, and
collectively try to patch together a picture about what that means, so we can
relate that to our corporate development. This has been everything from
grass roots to the very top and it has been a conversation on humanity and
informality. As you can see here, we encouraged people to bring their family
and to join the conversation not only as a professional but also as an
individual. Over these 30 years, what we have seen, if I simplify, are two
trends: First, there is the globalizing trend in the expansion of value producing
systems, and the way that poses a challenge to regulators, governments and
managers.
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How in particular does society cope with the fact that you now have global
corporations with an awful lot of influence and increasingly political institutions
with a limited influence? How do you cope with that mismatch? What should
be globally governed? That is the first phase of globalization.
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Over the last 5 years another trend has entered the discussions on a very
large scale. I think it is useful to just think of this as the second phase of
globalization, it is the natural consequence of the fact, that we are globalizing
economic growth. The growth takes place all over the world, which is where
the exponentiality sets in. The natural consequence is that things happen
very fast, i.e. in a very head-long
head long way, causing us to run up against the limits
of the natural system. We are not only bound together, we are also bounded
together. Consequences of this are now acute and will cause very significant
ruptures over the next years.
There are huge imbalances building up in the system not unlike what
preceded the financial crisis.

Rework and Rewire – Carl Mossfeldt – page 7

This is a text from Jim Hanson, he is the Head of the NASA Goddard Institute
for Space Studies. He is the foremost climate scientist, who puts our situation
in the words you can see on the slide above. This is language that is now
becoming common among scientists.
I had breakfast with Prof. Bob Corell from the Heinz Center for Science in
Washington last week
week. He emphasized that this is gradually becoming the
language which is commonly used in the scientific community among the top
researchers. We are facing a planetary crisis.
Scientists at the highest level are paralyzed by fear from what they see. Bob
said just 2 days ago, the challenge here is that the scientific understanding is
moving very fast – therefore the gap between what we know and what we do
is increasing. The science is moving faster than the public is moving up. The
underlying reason here is quite simple, it is the logic of economic models we
deal with. We have an economic and political model, whereby you essentially
gain votes by putting people into jobs and you get people into jobs by turning
more fossil fuels into systems which essentially increase material throughput
into the system. That is how our society is built. The consequences we have
seen.
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The economic system has eaten up the biocapacity of the earth. We are now
at 140% of annual consumption of the earth’s ability to regenerate itself. In
1892 this percentage was 30%, in 1962 50%, in 1992 105% and in 2007
125%.
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Scientists have long talked about environmental danger. But the rapidly
forming consensus among a wide sector of scientists about the urgency and
the planetary scale of the current threat is new. I dare to say it is not more
than 4 or 5 years since this consensus has formed. It means that the
business and political communities have not yet caught up. But they are
catching up very fast. That is what drives the structural change here.
Just to give you a sense of that and the dimensions of it: This is driven by
climate change. But climate change is by no means the only problem here.
You can see here the consumption of fossil fuel measured in carbon and how
it is expanding. This exponential rate starts in the mid-50‘s. One thing people
do not really get is that global trends are still going in the fundamentally wrong
direction. Not only is the direction wrong – you are mostly mathematically
educated men – so I can say in the language of calculus
calculus, not only the first
derivative is wrong, the second derivative is wrong! So, the pace of increase
is increasing. Every year this curve gets a little bit steeper. That is how
serious the problem is.
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Now let us take a conservative body, the Intergovernmental Panel on Climate
Change (IPCC), the leading body for the assessment of climate change,
established by the United Nations Environment Programme, to see where we
are. Their estimate is shown here. It doesn‘t matter for the purpose of the
argument whether you get to 80%, 70% or even 60%. The fact of the matter
is that we need to turn this with such a pace that we don‘t
don t have a comparable
restructuring in mind, possibly the Second World War. So that is the scale of
this. You are dealing with infrastructure. The global trend should have turned
by 2015.
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To give you a sense where Copenhagen is, process to shape up a new set of
climate regulations to follow after Kyoto II.
What you can see here, is the latest modeling prepared by the Heinz Center
in Washington. You can see the projected levels of carbon until the year 2100.
If you take all the proposals which are on the table for the Copenhagen
negotiations and add it up, then you look at a trajectory, which is depicted by
the red line. If you add to that very significant reforestation programs you get
the green line. But IPCC actually tells us to follow the brown line. The blue
line shows the situation, if we continue to do our business as usual (BAU).
The gap between the brown line and the other lines is tremendous and
widening. It means, that we have not really started the structural adjustments.
p p want to hear about this. Actually,
y, some years
y
ago,
g , when
Not too manyy people
I was working in the IT business, I asked my manager, why our company
doesn‘t get involved in internet strategies for banks, and this conservative
person answered: Well, Carl, I don‘t think anyone would pay for what we
would tell them. There is a deep truth in this. You don‘t get paid to bring bad
news. That is the market failure.
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The argument goes: Pressure is building up in the system, we are not doing
anything about it yet. Not unlike the financial systems, changes are often
abrupt and unpredictable.
Prof. Johan Rockström, who is a close colleague of mine, illustrated when
you pass certain boundaries, when the pressure becomes to big. First,
g happens.
pp
The p
planet has this enormous buffer capacity
p
y to cope
p with
nothing
the problem. But then there is this little perturbation, which brings the situation
to a sudden explosion. We get an abrupt change.
This is how financial systems work, human and natural systems work. You
keep building up the pressure until you have a little perturbation and it
collapses.
I learned how pitifully bad we are in doing anything but looking at
extrapolations
t
l ti
off the
th past.
t We
W are very bad
b d in
i dealing
d li with
ith systemic
t i breakb k
downs. They are quite uncomfortable. On a more positive note, we are seeing
now a return of strategy over operation, the return of a real dialogue between
politics and business to help build the next phase of society.
On this you can see various models for the arctic ice sheet. It is the melting of
the ice, which progresses dramatically. It suggests that the polar ice sheet
should be gone by the end of the century.
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The inconvenient truth is that ice sheets do not obey models. When you plot
actual data, the ice sheet behaves differently. Why does this matter? I think, it
is not the sea level. We need to understand the interplay of natural, social and
business systems much better. The real danger here will come through the
water and social collapse. But the human consequences of this trend are so
significant, that politics is coming back on a scale we have not seen yet.
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This is just graphically illustrating the climate effects. This is Mount
Kilimanjaro and you can see on the next slides how the white cap of this
mountain gradually disappears over the years.
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The real scary picture is this one. This is the Tibetan Plateau. All 7 big Asian
rivers originate from this plateau. The Indus river run through India, Pakistan and
Afghanistan. I lost here the Ganges river running through the most densely
populated part of the world, Uttapradesh. You see the Brahmaputra into
Bangladesh, Salween into Thailand, Mekong into Cambodia and Laos, and the
Yangtse and the Yellow River. More than 2 billion people depend for their drinking
water on the existence of these rivers
rivers. The decrease of the polar ice sheet is
replicated unfortunately in the ice sheet of the Tibetan Plateau. The Himalaya ice
sheet will be gone in roughly 40 or 50 years. This is an absolutely explosive
situation.
When the ice sheets go away, it means, that when rain falls in autumn, it will not
freeze, it will be washed down the hill sides. That means that flooding gets worse.
Bangladesh does not need worse flooding, but they will get worse. Furthermore,
when it is dry and hot in summer,
summer there is no ice that can melt
melt, and hence the
summer seeds in the plains of Uttapradesh will get drier.
In addition, there is politics built in to this. You cannot see the natural borders on
this map. Indus river is running through Tibet, Kashmir into Pakistan, which is like
a giant Egypt, a desert with a river running through it. It is the bread basket of the
northern subcontinent. The river is regulated since 1961, how much water India is
allowed to take out of the Indus. That water treaty regulates the absolute and not
the relative water volume. When the total river flow decreases significantly,
Pakistan may get nothing. Then I leave it to your imagination, what Pakistan may
do.
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Another example is Bangladesh. It will get worse flooding and gets gradually
eaten from the sea. You will have a forced migration from Bangladesh to
somewhere else. But the problem is that this area is already the most densely
populated area in the world.
These are the kind of dynamics that you will see. Today, the most drastic
illustration of this can be seen in Darfur and Lake Chad
Chad, how it disappeared
over the last 48 years. This is driven 50% by climate change and 50% by
irrigation. We have not found a solution for this tragedy. We face the prospect
of the collapse of a large part of that region of Africa, which will be a human
catastrophe and will completely alter the global picture.
We have some very fundamental megatrends at work here. The implications
are being felt right now and they are fed into politics. Climate change in the
last 3 years has moved from a side issue to almost the top presidential levels.
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We have long-term trends which feed into politics straight away. This is going
to feed into business very significantly. This brings back strategy and the
conversation between business and politics in a new way. If that takes place,
a new set of business opportunities which is about reworking will be
unleashed. I will give you 3 short examples to illustrate my point in practical
terms.
The Swedish Energy Agency is mobilizing to capture some of the quick -wins,
wins
because this game is about quick wins in the next 5 years. We will not get an
agreement in Copenhagen, so focus will shift towards quick wins. Those are
the immediate business opportunities.
Another one is the retrofitting of commercial and domestic real-estate. This
will be massive and the capital is being unleashed.
Another one is how to deal with urban slums. This has to do with water, but
also it has very much to do with electricity. As cablemanufacturers you have
so much to bring to this transition. Few things can be more of benefit to the
life of poor people as access to electricity.
The third one is the emergence of a new decentralized energy system.
Some illustrations of these 3 cases you can see on the next 3 slides.
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