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Davos in Reflection: Global Risks Meet
Global Inaction

In reading through various reports from Davos last week, | couldn’t help but wonder with all
that power amassed — over 4500 attendees to include hundreds of heads of state and CEOs —
and all the current crises compounding on the world’s stage, might something different result.
Would there be any fresh thinking or radical action to come of such a gathering at such an
auspicious time in world history. Though official remarks gave courtesy to the World Economic

Forum'’s Global Risk Index which lists some 50 threats each with greater and graver
consequences than the next, it was apparent that the gathering was as it has always been a
place to see and be seen, but do nothing. As 2012 lurches forward and the global economic
system continues its dismal spiral most of us around the world are focused inward on issues
affecting our daily lives and those of each of our respective nations. If the protests occurring in
every region are any indication, people have given up hope that those in power — regardless
of which sector they operate in — will find a way to come together to solve global challenges.
Additionally, trust in global institutions and governments continues to deteriorate as each are
crippled to varying degrees by their bureaucracies, protocols, and old ways of thinking and
responding to crisis. If there were ever a time for new leadership on the world stage, and a
radical new approach to global engagement, it is now.

| would also argue that the sector most poised to step up and take on such a leadership
position — especially in light of the numerous political transitions that will occur in 2012 -- is the
private sector. Wall Street aside, the private sector knows how to bring people together and
develop solutions. Business has experience managing risk, responding to crisis, and working
across multiple cultures effectively irrespective of political differences. Business sees
opportunity when paralysis sets in. Bottom line, business has the resources and reach to take
action — who else or what else is better positioned?

Global Risk Redux

Reading through the WEF Global Risk Index in its entirety is an exercise in extreme patience
and fortitude. Though beautifully organized with video links and additional resources, one is
tempted at multiple points — particularly when the risks start clustering and spreading into
pandemic proportions -- to surrender. With each risk detailed in the nearly 100 page report,
each more harrowing than the next, one can easily surmise that there isn't much any one of
us or our governments can do about it. And here is a classic example where the approach has
defeated the purpose. Conversely, look at lan Bremmer’s outline of Top Risks for 2012.
Bremmer, noted geopolitical risk guru who also attended Davos, gets right to the point in 11
pages with one of the most succinct, easily digestible analyses of the global risk environment.
He doesn’t attempt to boil the ocean or drown you in every possible disaster scenario; rather
he provides a roadmap of Red Herrings paired with easily digestible content and context. If
you follow Bremmer’s blogs, listen to any of his video clips, or read his books — which should
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be required reading for any global leader — you learn quickly that while others pride
themselves in over complicating issues of global import, he is all about distilling down the
derstood so decision makers can use the
approach | dearly wish more global event

Bremmer’s Top Risks for 2012

e The End of the 9/11 Era -- we have a new model where politics and economics overlap
almost entirely.

e G-Zero and the Middle East — The inability/unwillingness of major powers to take on new
risks and burdens to help manage the various hotspots will mean greater turbulence in this
region as it grapples with unresolved religious, sectarian, and ethnic tensions.

e Eurozone: muddle through -- The biggest risk for Europe in 2012 is not Eurozone
fragmentation (Greece plus peripheral exit) or disintegration (Italian plus Spanish exit); but
continued "reactive incrementalism.”

e United States: right after elections -- $5 trillion worth of tax and savings decisions must be
made a handful of weeks after what is shaping up to be a very tight election. Firms and
investors will need to deal with uncertainty both about their own taxes and government
contracts as well as about impacts of these policies on economic growth.

¢ North Korea -- More than ever, uncertainty abounds with this nuclear power that is
undergoing a leadership transition to an heir with little preparation, while outsiders have
almost no ability to evaluate what's really happening inside the country.

e Pakistan -- Domestic extremism, faltering relations with the U.S., concerns about India's
intentions in the region all against the backdrop of a struggling economy mean Pakistan will



face severe challenges in 2012.

China -- The recently increased U.S. security presence in Asia may embolden China's
neighbors to take on more assertive policy positions with China. There is already high risk that
Beijing will produce unpleasant foreign policy surprises this year, given rising nationalism in
the country, its ongoing political transition, and the leadership's unwillingness, and perhaps
inability, to resolve internal debates about China's role in the world. Beijing will therefore be
more apt to meet provocation with provocation in months to come, using both its naval and its
economic power.

Egypt: a transition in trouble -- Egypt faces the possibility of political disintegration this year,
as anger builds between military and civilian political forces, both Islamist and secular. That
outcome would be bad for Egypt's base-line stability, its economic recovery, and its broader
regional role.

South Africa: populism ascendant -- A bitter struggle for leadership of the ruling African
National Congress will stand in the way of economic growth-at a time when the eurozone
crisis already weighs heavily on South Africa's trade and its currency.

Venezuela: a no-win election -- The big political story this year is the 7 October presidential
election, which incumbent Hugo Chavez is likely to narrowly win. The outlook for economic
policy and political stability is bad no matter who wins, and in fact worse if the opposition
prevails, and most severe should Chavez die or abandon the race.

The Need for Tri-Sector Engagement & Tri-Sector Skillsets

Many of the risks detailed above and in the WEF Global Risk Index overlap and blur public-
private boundaries and tidy geopolitical demarcations. It is clear that with rising uncertainty
and power shifting to non-state and regional actors, a coordinated, strategic tri-sector
approach is needed. The private sector in partnership with governments and NGOs must
come together to develop a strategic response tailored to their area of engagement and
expertise. To do this however requires all involved to hone new skillsets — a tri-sector skillset
where one can move seamlessly and effectively among the public and private sectors. In
speaking with corporate diplomats who are on the front lines of many of these risks on a daily
basis, reacting and responding to each of these risks in turn is something many do on a daily
basis. To be effective, they must develop strong relationships with influential government and
NGO leadership — learn to speak their language — and find creative ways to come together to
develop solutions. Further, more and more corporate diplomats are seeking public diplomacy
expertise to build off of and better leverage their soft and smart power arsenals. Much of this
activity is never reported in the press nor is it something companies seek recognition for as it
is seen as an essential part of doing business globally. Recognizing the need for these
skillsets and placing a premium on their value to any organization, public or private is one step
in developing a new strategy for global engagement and risk response.

I am hopeful that next year Davos might see a radical new kind of leadership emerge, one
that clearly outlines a path for collective action and driving change rather than just responding.
Leadership that champions a new strategy for tri-sector engagement to manage and mitigate
the multitude of compounding global risks— one that builds off of the strengths of
governments, global institutions, and NGOs. And then just get on with it.






