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NEW-PARADIGM INCUBATION ROADMAP 3

Let us assume that your multidisciplinary teamthink tank, has done solid research on one of thetm
pressing, polarizing issues of our time, diagnosimgt ailed the economy with depth, objectivity aigbr,
taking into account the conditions and the hugeakées that led, in 2008, to the worst financiasisrisince
the Great Depression. Notwithstanding the fact toaisumers and producers have the lion’s shararining
open capitalist markets, your experts probed thegrrole of government in the economy and paditylin
preventing and addressing serious economic distotain the United States, the European Union gr an
democracy; a tall order! They studied the consideradvances in knowledge from Adam Smith, Keymat a
Friedman to the twenty-first-century economistgabty Paul Krugman and Joseph Stiglitz, and otbeias
scientists. They explored a vast array of optitmsvisualize a better future with: (1) an enlighgdn
transparent and accountable governance; (2) a faick more open competition; (3) less devastatystemic
risk by calling for reliable structural containmermnd more rigorous and conservative measurement of
potential future exposure of high-leverage pos#tjdd) a more favorable entrepreneurship climate; &) a
greater participatory democracy.

Your new framework for thinking about capitalismarkets and firms, in a broader context and persmeds
on the leading edge of innovation, pushing outlibendaries of economics, sociology and politicérse.
Your draft recommendations make a compelling “besincase” calling for a sweeping and massive ouérha
of corporate governance and regulations which moli only address current issues but prevent lacgkes
crises. They represent a rare breakthrough inrgtateding capitalism and its mission in a democrsticiety,
far beyond your own team’s expectations. If implated, they would end the current paradigm trap tznd
gateway to a greater good permitting more entrequnento make profit and employ more people earning
decent living. With some light at the end of thenel, the change could reverse the severe dispribcome
(Gini coefficient) and ultimately the grave decliokthe ratio of sovereign debt to GDP of your doyrthus,
providing an opportunity to shape the course ofohyjstoward more income security and stability. Foe
transition, your team erred on the side of cautdminimize disruption calling for pilot experimanfollowed
by a step-by-step realistic implementation.

You are wondering what would be looming on the rami By challenging the conventional wisdom, you
expect fierce resistance and attacks. Focusingsoself-interest, the establishment would morelyikeject,
without an open exchange of ideas, your bold recenttations as they currently stand. You remember
countless instances when science proved the dinkstbetween lung cancer and toxic products lieatco,
asbestos and other chemical substances. From¢hsses and others in many disciplines, you redliaethe
higher the stakes and the resistance from powstéldeholders, the more likely policy and actionl il
science by years, if not decades. Although youerfav U.S. leadership, you are mindful of the piaktion
and inertia in Congress on other crucial issuesi d@ not wish your work to be mired in the harshapred
ideological controversy between right and left. Jan acceptance, at the very least, by moderdieypo
makers, some of your teammates recommend that geounce what is extraneous or tangential to your
contribution and focus on the bare essentials;rethgggest a compromise on substance, but youcieocs
won't let you.

Where do you go from here?

Now is not the time to roll the dice and leap inte unknown, after years of research efforts and
accomplishment on the knowledge front. You reatlz&t a strategic thinking is of paramount importanc
Identifying and securing the commitment of theicait mass necessary to overcome resistance to ehiang
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among your most important tasks. This requiresate to the elements of decision value as a prodiic
decision quality(Q) andacceptancgA) lessrisks(R):

Dc‘e,(;;s:g m = f(Quality x Acceptance) = Risks

Alain Paul Martin's Equation

For the highestquality decision(first variable), mobilize the begsalent and adequateapital. Far more
complex in a democracgcceptancesometimes designated kegitimacy,requires an execution strategy that
capitalizes on the knowledge of paradigm incubatidme following sections address talent and cgpéaatl
introduce, at some length, the new paradigm-inéabaheory.Risksare important but covered in another
publication of the author, among others.

The first ingredient of successt@ent For a major undertaking such as the role of guwent in capitalism,

a team of independent, enlightened and brilliamd®iwith intellectual rigor is required. Its membenust
have the competence, the commitment, the consciandethe credibility to chart a roadmap to overhaul
capitalism and strengthen the essence of demochidwy should also have the selfless courage and the
strategic acumen to help orchestrate such masanagligm shift throughout and beyond its incubaperiod.
Many outstanding thinkers, like Professor Bruce tSomho recently wroteThe Concept of CapitaliSm
produce seminal work but are deprived of the supmpinfrastructure and capital to take it further.

Innovative and independent research of this madaeitequires a significant capital to diagnose tineent
situation, distill the knowledge and the lessomsred, explore options, formulate the best reconalaiéons,
and build the critical mass for change i.e. theimirtm number of people whose commitment is necedsary
provoke and sustain the incubation of a betterdgigna in the face of daunting adversity and resistato
change. The scarce funds for seminal research elmates should not be lavishly spent on hasty agssinma
Davos-type encounters.

! "H

In dealing with large social systems involving pofuk stakeholders, high stakes and the livelihodd o
millions of people, sound talent and money for deaieaching fundamental research are necessanyobut
sufficient for such global-scale change, withoutbathestrated transparent and democratic trangti@new
paradigm. This is by necessity because vestedesttesurprise events, perceptions, adversity, dhgng
expectations and traditions tend to play havoc witan the best plans and efforts to address theleeals.
This requirement is the most neglected by changecades.

Predicting the future is nearly impossible. Howeviewe can pick and correctly read the early leadd know
the players, we can sketch alternative pathwaysgalhichacceptancef a new paradigm may evolve. In the
complex world of economics or other sciences fat thatter, this vital exercise examines the varjghesses
that precede the emergence of a meedus operandilt involves predicting, tracking and orchestrgtite
forces at the root of upcoming issues and breaktire before they appear on the horizon.

These phases constitute fre-paradigm life cycle They begin with an embryo and end with the batta
new value-creation paradigm which, in turn, induttes emergence of new innovations, policies, ptsjec
educational opportunities and rules, reflectingea ironsensus. Being aware of the genesis of aigarahd
its characteristics gives leaders and researchtstie a practical framework for strategic thinkiagd a
roadmap for executing the transition. The fate ok paradigm, or any large-scale change, depestdnty
on logic and sound arguments in a given contexge@ally in traditional societies), but also, andai large
measure on the orchestration done during the irimrbaycle.
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Even experienced leaders and academics are onlyelyagware of the universal nature of theubation-
cycle theorywhich has a profound impact on our lives, in scegenechnology, business, government, defense
and geopolitics. By increasing their understandifighis cycle, they will be more equipped to scan f
upcoming issues and demands relevant to their casicBy focusing on issues and forces that leaocketo
paradigms, major projects onodi operandithey can uncover unusual threats and opportsniel assess

their degree of influence before contemplating megxisions.

As outlined in the next paragraphs, the
cycle is evolutionary, akin to the biological

process, beginning with an embryo phase,
often one or several isolated events,
occurring long before the development of a
mature constituency. However, caution
should be exerted in using analogies or
making inferences, since reality is too
complex to model with perfect rigor. As

Stephen Hawking has noted about the
complexity of modeling, we have to “make
simplifying assumptions and

approximations — and even then the
problem of extracting predictions remains a
formidable one?

Isolated events form the embryo of most
opportunities and issues. An isolated event is an
incident with a marginal impact on thaatus
quo These events tend to go unnoticed by the
majority of potential stakeholders, and result in
little or no change. Indeed, resistance to chasge i
often high after they occur because, at this stage,
most decision-makers are either unaware of or
unwilling to recognize the need for a prompt
action. Remember how Fed Chairman Ben
Bernanke assured us, a year before the crash, that
the housing crisis will be contained. In another
example, a very few asset managers took notice
that UBS did not include Dubai in its Middle
East’'s recommended investment portfolio. By the
same token, major casualty insurers knew about
the unprecedented volume of claims involving
Firestone tires and Ford Explorers. But most

institutional investors kept buying Ford stock. @&lsAlan Mullaly’'s move from Boeing to Ford was also
treated as an isolated event by analysts. But ayweho sawThe Twenty-First Century Jed PBS
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documentary featuring Mullaly’s exceptional talend leadership qualities would have thought othewiln
the case of the 911 tragedies, a greater undemstpod the linkages between isolated events, keyen
profiles and issue incubation could have offerethlibe authorities and the airlines further insighas
revealed by the 911 Commission Report releasedlin2D04. In the business world, successful congsan
can turn complacent despite early warnings.

In your case, the greatest risk is that your recendations be treated as an isolated event, i.eregn
misrepresented by the media, or more likely attdcked quickly rejected, like General Dallaire’s e@elow
and most academic exercises.

In their execution strategy, foresighted policy-ma&k value isolated events. They busdanners,a
socioeconomic or geopolitical version of Doppledaa or night-vision goggles. With the help of these
scanners, they search for isolated events and reagita dynamics between the data and the stakebdiole
predict the next phase in the incubation period:gtirprise event. If no surprise event is on th&zbn, they
craft their communications to ethically orchestaigonstructive surprise event, by necessity natdsyre (see
the Pasteur Institute case on HIV research below).

$ % & ( $ ) =

Africa Watch and a special UN envoy published repor 1993 detailing the massive distribution aharto
militia groups and the massacre of over 2,000 iaivd. “From January 1994 onwards, General Roméo
Dallaire, head of a UN mission in Rwanda, made aggzkrequests for more troops and equipment asasell
for permission to confiscate known illegal arms artp to protect civilians. All these requests weeaied.®

In April 1994, the President of Rwanda was murddred plane crash and, within hours, ten Belgian UN
troops were tortured and killed. These “isolate@rds” triggered a civil war that claimed over 8@DO
Rwandans in less than 100 days!

General Roméo Dallaire was courageous. His actiam @mmendable and necessary but not sufficient. As
evidenced from the insightful interview directed Rpmuald Sciord,among others, Mr.Boutros Boutros-
Ghali, UN Secretary-General at the time, treatefaida’'s recommendations as a mere isolated evémalso
lacked the strategic acumen to secure the appobyawerful geopolitical stakeholders.

& # ' + )

In the stock market, the rules governing issuebaton have been at work for centuries. With sofights
variations, major financial disasters have unfolded similar fashion, as demonstrated by a hostrashes
and major corrections in England and France (17B@)USA (1819, 1837, 1873) and throughout the evast
world (1929, 1987, 2000, 2008). Isolated eventstiqdarly success stories, are magnified by thesgrand
biased financial analysts, thereby attracting np@sticipation into the market, with the result tipaices and
expectations are inflated. Every wave of new emsramesmerized by the enthusiasm and gains of its
predecessors, rushes to invest and further dripgzioges, and adding to a speculative spree aidaikly to

a bubble, be it in biotech, fiber optics, wirelelsgernet, defense, energy or housing stocks. Tost mecent,
Dubai, “has experienced for most of this decadectheiest construction boom seen in the Middle Eimste

the construction of the Great Pyramids. That btunmed to bust - as booms invariably do.”

In such cases, collective wisdom is at odds witdlitye Except for a very tiny minority of entrepeurs and
nervous buyers who, once warned, discreetly optatly before the storm, the public at large igvidalis to
any call for prudence or restraint — treating thealls as mere isolated events. The speculativerdadre
sooner or later culminates in a painful crash ttest frequently been triggered by sosugprise event the
subject of the next section.

$ #

Surprise events are incidents that shake deeptyediefs or expectations about thtatus quo They signal
the beginning of the second phase of the long-iattab cycle of a new paradigm or a major issuesThia
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period when established perceptions about religbiafety, security, values, trust or other bsliefre
guestioned within the organization or society ejéa

Consider the spectacular closure of the European
airspace, in mid-April 2010, prompted by the
volcanic ash cloud from the Eyjafjallajokull
Icelandic volcano. The cancellation of over
100,000 flights had devastating consequences on
millions of stranded passengers. Tourism and
airlines serving Europe were hit hard losing
billions of Euros. The event’s volcanic ash cloud
also triggered a ripple effect across many parts of
the globe for the perishable-food industries,
business meetings, and countless enterprises
trading with Europe.

In soccer, Zinedine Zidane is “widely regarded @as of the greatest footballers of all time. He plyor club
teams in France, Italy and Spain, and was the icapfahe French national teari Zidane created a major
surprise event by hitting Marco Materazzi, who \adigb provoked him, with harsh insults, during thieat
match of the 2006 Soccer World Cup. Zidane wasedsa red card and expelled from the field; thus,
depriving France of its greatest shooter. Althotigd offense was inacceptable, it is important tte ribat
without adequate training, many superstars areevabie to event-driven behavior that can cost thiesir
career and their team the mission. While both Zedamd Materazzi were professionally accountableHeir
misconduct, the buck stopped with the coaches wédre /wmanagerially accountable to prepare and stieid
team members from reacting to provocation (or gdtnmproperly as in the case of Materazzi) and bssion-
focused rather than event-driven. Alas, neitheftsmch nor the Italian coaches shared the blanoes&ythe
leadership of the national and international fobbtbederations (FIFA) paid a lip service to dysftinoal
behavior, a core prerequisite of good governansearfillustration, FIFA and Spain Football Federathave
not adequately addressed the TV-recorded harskt rdescription of Thierry Henry by Luis Aragonéise t
former national coach of Spain. With respect toRhench team, Zidane’s incident and the 2010 defeat
part of a long issue incubation centering on tlesed dysfunctional dyad of Coach Raymond Domenadh a
Federation President Jean-Pierre Escalettes. Bxsttlefs failed to incorporate bottom-up critiques, o
substantive training and team-building procesSes.

In finance, consider the failure of Long-Term CapManagement (LTCM) which lost $4.6 billion in 199
just weeks following another surprise event, thesdRan financial crisis. This failure has shakenptie@eld
beliefs about the systemic risk of hedge funds. tBate was no shortage of serious questions abbGiM,
beginning with the circumstances surrounding th&greation of LTCM founder, John Meriwether, from
Salomon Brothers, the fundamental vision of bypagfinancial regulations, starting with the incaorg@on in
the Cayman Islands, the tax avoidance schemesdingltthe losses disallowed by the Internal Revenue
Service (IRS), and the ravages of 1997 Asian firmrueisis. All these flag-raising questions wereated as
isolated events. Consequently, “LTCM reportedly aged to borrow so much that it was able to hold
derivative positions with a notional value of asamas 1300 times its capitdf. After the collapse of LTCM,
John Meriwether went on to start another hedge, J®éners, raising a quarter billion dollars andrafing
with hedging practices similar to LTCM until it watut down in 2009. But, the fall of LTCM, was jubke
prelude for downfall of the $500 Trillion derivagéitrading.
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The trigger for a surprise event can be small in
potency when compared to the enormous chain
reaction it yields. Consider the role played by the
assassination of Archduke Ferdinand in triggering t
First World War, or the scrap metal dealers’ brawl
that ultimately led to the battle over the Falkland
Ross Perot's surprise withdrawal from the 1992
presidential race gave Bill Clinton an unexpected
boost, just hours prior to his acceptance speetfeat
Democratic Convention in New York. And the late
Edward Kennedy’s endorsement of Barack Obama
one month before February 2008's Super Tuesday
was the surprise event that advantaged the lllinois
senator over Mrs. Hillary Clinton, a long-time g

of the Kennedy family! Surprise events can als@be
personal wake-up cafl.

Surprise events turn the quasi-stationary equilibriof the status quointo a fragile one, resulting in
uncertainty, and in the worst cases, questionileggibverning paradigm and the dominant coalitiomaghe
equilibrium (instability) can harbor opportunitiasd risks. It may impede progress for years, agnepced

in Russia after the breakdown of the Soviet Blbe impact of September 11 on commercial aviatiash an
cross-border trade between the U.S. and both CaaadaMexico. The economics of the 1970s and 80s
(double-digit inflation, high unemployment and owbelming public-sector debt) are another example.

“Instead of a tendency towards equilibrium,
financial markets have a tendency to develop
bubbles. Bubbles are not irrational: it pays tmjoi
the crowd, at least for a while. So regulators cann
count on the market to correct its excessés.”
Built on equilibrium theory, traditional economics
ignores the role of stakeholders’ perceptions fear
rumors, expectations) and behavior in biasing the
equilibrium of markets, and in rapidly increasing
volatility, often in the absence of substantivedac

A tidal wave is either a surprise event powerful in

scope, scale and intensity such as 9-11, the 2010

earthquake in Haiti, or a series of surprise events
occurring during a relatively short time (a yediike a cyclone incubated by a barely visible susgé&opical
waves, tidal waves start with isolated events pceda cluster of powerful surprise events that cangb
unforeseen opportunities, melt billions of dollars the stock market or trigger devastating adverse
consequences.

Most surprise events are territorial. The territoopld be disciplinary, socioeconomic, demogragri@even
confined to an entity within an organization. Afgugse event in medicine could be a non-event, tdogat, an
isolated event in the arts. However, the physiesitory is no longer a barrier in an interconnecteorld,
especially for securities listed in the volatiledditkle financial markets. A surprise-event rewieia in Dubai,
and occasionally a rumor, can send shockwaves mdviimancial markets and unjustifiably affect ulated
third parties overnight.
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Except for a few enlightened leaders, most policy-
makers only pay a lip service to isolated eventbwait

for a surprise event before considering an issue
seriously. We are, unfortunately, a surprise edgivien
society, frequently by negligence, short-memorynspa
or survival necessity. Specifically, the attentainhand
priority-setting and resource allocation by mosliqyo
makers, opinion leader and educators are surpvisete
driven. . The skewed attention and agendas of feade
be they in business, governments or legislatuegkeat

this fact. Surprise events are the lifeblood ostmews
media outlets? The education establishment also tends
to be reactive to pressure from outside the tenure
system. Most case studies and academic papers are
written after surprise events!

An interesting parallel exists between surprisenese&nd the huge untapped energy of singular pamts
thermodynamics described by the great physicistedaMaxwell. “All great results produced by human
endeavor depend on taking advantage of these singfates when they occtit”

Beyond accidents, court rulings and scientific o&sies, a host of surprise events are orchestistetirewd
strategists in a conscious effort to influence mupblicy or expand market share. Thus, orchesfravents
can be an opportunity for fundamental change lastidted below.

" ’ . 4 .
Dr. Montagnier’s team, could not get the funds @aduct research on AIDS until his employer orclagstt
Rock Hudson’s visit, as a surprise event. The Radiestitute skillfully initiated and dramatized &o
Hudson’s jouney to its laboratories in Paris tocade the French public about AIDS and secure uepiesged
financial and political support. Film actor Rock d&on “was the first celebrity to publicly annourtbat he
had the disease. The disclosure of Hudson's conditiayed a catalytic role in transforming publittades.
Hudson's popularity and celebrity status, at theetihelped to dramatize the threat of the growipigesmic
within the general population, and it also stimeghtgreater public sympathy toward people with AIDS.
Moreover, Hudson's willingness to openly publidize condition eased the public's early sense ahshaver
and discomfort with the disease. Previously, mamgividuals had forgone testing and medical treatmen
rather than risk their social reputations, jobsl hausing.*®

$" /0

At the February 2010 MacWorld Expo, Apple pundierevpredicting the next iPhone, dubbed iPhone D, t
be released in July. And in March, a prototype akaret iPhone was allegedly left by a 27-yearApgle
software engineer, in a German beer garden, in)J8s@'s area of Silicon Valley. Apple is known talfisly
protect its secrets with locks and ever-changirmgyupasswords, plus a security team acting asadtdihe of
defense. Although unlikely for Apple to work witHolggers like Gizmodo or Engadget, this could be a
strategically orchestrated surprise event to gaogsumer reaction. “It means Apple doesn't hayeatoone
cent in order to get the promotion going. The sdo@ason is that if people think they are seeingething
that they shouldn't, it becomes even more of agrésting Internet story. It seems like it could éndneen a
brilliant move by the people at Apple to try andlmff.” !” But even if accidental, the event gave the new
iPhone substantial publicity.
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1 " #
The notion of surprise-event driven societies igzensal. It transcends national and cultural bouieda as
illustrated throughout this publication. A powerfiEbropean example worth noting is the bold move by
Canalsur of Spain to engage Nuria del Saz, a htochalist, as anchor for their main newscast andae

King Juan Carlos for the first interview. This wibgremiere event brought the TV station an unprectd
audience while serving the cause of the visuallyaired throughout the countty.

)

In advertising and value communication, differetidia is the first stage in incubating value in thend of a
target audience. Inspired by Salvador Dali and LBiswuel’, Olivero Toscani has, for eighteen years,
achieved differentiation for Benetton by orchestigitunorthodox and controversial surprise eventnsitler
the provocative hard-core billboard and print calgips featuring human hearts, newborn babies and
multicolored condoms. As the chief creative direabthe clothing and retail giant from 1982 to ROOAr.
Toscani has produced eye-catching ads chargedstvitngly opinionated political and social messages
war, race, dying AIDS patients and the death pgndlhe iconoclastic ads have always attracted gtron
controversy in the media, which helped immenselgriiling differentiation into the minds of the egter’s
target audience. Following its differentiation aBgnetton promoted racial harmony in selected @ma TV
media to strongly inculcate brand consciousnessdiertising parlance, relevance and self-esteesnaesl
synchronized so that they piggyback on differeiatratds’.

L2+ 3 , "

Most research papers, feasibility studies, cos#fieanalyses, speeches and audit reports are agneeated
as isolated events by target audiences (seniogxes, media, investors) unless they have beeted iy
skilled authors to bring out a surprise event. Réatale results can be achieved by rewriting thetemas of a
report and then orchestrating its publication araimwtion in a dramatic fashion.

Although it's too early to gauge how far the ObaAdministration will succeed in overhauling finarcia
regulations, consider the following remarks madeth®y President, in New York, on April 922010, in a
major speech designed to promote his governmentigosals on the issue. To summon today’s Wall Stree
establishment to support his proposals, note howléeerly uses the surprise element by referringho
unwise reaction and of past titans.

[Tlhere has always been a tension between theed&siallow markets to function without
interference and the absolute necessity of rulggdwent markets from falling out of Kilter.
But managing that tension, one that we've debdtert ¢she founding of this nation, is what
has allowed our country to keep up with a changiwgld... So, yes, this debate can be
contentious. It can be heated. But in the endriteseonly to make our country stronger. It hasvedio
us to adapt and to thrive.

And | read a report recently that | think fairjuitrates this point. It's from Time Magazine. twing

to quote: "Through the great banking houses of M#ah last week ran wild-eyed alarm. Big bankers
stared at one another in anger and astonishmemitl jist passed... would rivet upon their institutm
what they considered a monstrous system... suchtamnsyshey felt, would not only rob them of their
pride of profession but would reduce all U.S. bagkio its lowest level." That appeared in Time
Magazine in June of 1933. (Laughter and appladdee)system that caused so much consternation, so
much concern was the Federal Deposit Insurancedtatipn, also known as the FDIC, an institution
that has successfully secured the deposits of geéoes of Americans.

Among the most articulate policy makers, John Magnigeynes had a profound impact of on economic
policy and modern government duties. The publicatin 1936 of his comprehensive theory of employment
interest and monéyhit policy-makers and economists of his time lkehock wave. It became the prevailing
orthodoxy among government leaders for the neixt fiéars.
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Think of other influential books, such as Adam 3rsitVealth of NationsPlato’sRepubli¢ and John Locke’s
Two Treatises of Governmergest sellers such as Ralph Nadésissafe at Any Speednd Alvin Toffler's
Future Shockhave benefited from this approach. They combirdraanatic but accessible book title, short
sentences, down-to-earth vocabulary, an inquisiviéing style, close-to-home illustrations and g@igms
within reach of the target audience. More contreiar Malcolm Gladwell makes remarkable inferenglesut
complex phenomena; thus, producing simple but puveurprise events with such books Hse Tipping
Point (2000),Blink (2005) andDutliers (2008). Popularized by the media, catchy phrakeshetipping point
have quietly slipped into our popular dictionary.

As experienced strategists, conductors either ereatprise events or relentlessly scan for upcorewents
for the purpose of exploiting them, using a coiecice in timing to implement controversial decisions
announce unrelated but germane news or identi@yag@lopportunities.

This ability to hitch-hike on surprise events ouse them as cover is a highly valued skill.

%

Surprise events lead to the Suspense Phase, @ pénimcertainty which tends to grow with the numbgé
competing visions of the future. This period iseaftvolatile, sometimes chaotic, and therefore cempb
manage. The wildcard is the behavior of key stakidie and changes in the power relationships betwee
winners and losers (if any) and their respectivastituencies.

As a product of the dominant paradigm in econonties, 2008 economic crisis is a tidal wave of swmori
events so powerful in scope, scale and intensdyitthas raised the uncertainty about the dominiws of
capitalism. We are now clearly in the Suspensed2has

As Michael Hirsch indicated in Newsweek
(October 27, 2009), “[m]any of those views have
been discredited by the crisis. But in the absence
of a new paradigm of economics, confusion still
reigns in Washington. With no new concept of the
proper role of government and regulation in the
economy, of the proper balance between the
markets and their minders, the old school still
dominates... [and] lobbies are moving into the
vacuum and enjoying some success in watering
down regulatory proposals...” Several
developments are required to channel issue
evolution toward a given path. Once these
developments take place, we reach the point of no
return in the incubation cycle of issues,
opportunities, or paradigms.

# )

One of the first requirements during the incubatignole is the need for one or mdssue championt get
the issue on the radar screen. The champions diddnals with a high receptivity to change buteofta
limited ability to make it happen. As strong bebes, the champions tend to focus primarily on thienate
goal and to devote insufficient time and effortdeal with opponents in a logical and reasonablenean
Many champions are idealists who want to changevtiréd for the better or to change corporate pcastiand
culture overnight.
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The role played by the champion in advancing
new ideas can be decisive. Howevére mere
presence of a champion, is not sufficient to
launch a divergent evolutionary path.Think of

the Polish monk Nicolaus Copernicus, a
visionary champion whose sound ideas about the
solar system were not taken seriously until
Galileo, aConductor,orchestrated the change a
century later. Galileo had the know-how to test
the theory for himself and the strategic acumen to
wage an underground campaign in favor of the
new paradigm while publicly acquiescing to
church doctrine to avoid embarrassing his long-
time friend and admirer Pope Urban VIII, an
issue rider He risked his freedom, but not his
life.

Closer to home, Mrs. Hillary Clinton tried to
champion health care legislation during the
Clinton’s administration, but could not overcome
the orchestrated and fierce opposition. In finance,
since 1994, House Representatives Edward
Markey and Jon Dingell, among others,
introduced bills to regulate derivatives, but none
passed. In 1997, Brooksley Born, who led the Conitpdéutures Trading Commission (CFTC), warned
Congress that unregulated over-the-counter (OT@yateves contracts such as credit default swag3S)C
were excessively leveraged, lacked transparencylepttial controls and "threaten our regulated ntarke,
indeed, our economy without any federal agency kngwbout it." She reminded the Members of Congress
of CFTC mandate “allow [it] to respond to futurevdlpments in the marketplace to avoid disruptiod a
promote responsible economic and financial innovatwith due regard for the continued viability tbie
marketplace and considerations related to systeskdn financial markets®® She recommended mandatory
disclosure, contingency reserves and internati@oarrdinatior?® But, like any champion challenging a
powerful establishment’s view, Ms. Born faced ingalale opposition, not only from powerful lobbyistsd
Wall Street czars, understandably nervous aboutlagyg’s meddling, but also from Fed Chairman Alan
Geenspan, Treasury Secretary Robert Rubin, Sexsudti Exchange Commission (SEC) Chairman Arthur
Levitt, who, together, warned President Clinton &whgress that Born's “flawed prescription” coulshthge
the US and send the hub of the hedge-fund indasinyad.

LTCM disaster was the surprise event that shoule hagically reinforced Ms. Born’s position. Buts ave
will see below, without a critical mass on boardr hdversaries, acting as issue riders, led Cosgmeshe
opposite direction, to pass legislation, in 1998pging the CFTC of any oversight of derivativéés. Born
left CFTC shortly after. Ten years later, BrooksBryn was bestowed the John F. Kennedy Profiledar&ge
Award, the most prestigious honor for U.S. pub&ovants.

There is more onhampions, conductormndissue ridersn a later chapter.

Some champions can baile breakers They are the radicals, the malcontents, the ré¢ienlaries®* Very few
rule breakers, however, succeed in achieving #igis. They tend to overestimate their degree efdiven and
lack the skills to accurately deal with resistatwehange.

Champions are valuable but fragile assets of orgarations and society Even though their behavior can,
sometime, be misguided, it represents a check tnpal abuses of power by issue riders. Think lvérsn
Watkins, who blew the whistle on Enron’s hedginggpices, and of the role played Blie New York Times
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over the Pentagon’s Papers. In ruling for the ragfithe Timego publish the Papers, Judge Murray I. Gurfein
supported the champion: “A cantankerous press,batimate press, an ubiquitous press must be sdfteye
those in authority in order to preserve the everaigr values of freedom of expression and the afpeople

to know.””® An even more dramatic example was the rol&he Washington Pogt bringing down the Nixon
Administration.

As a group, champions possess tomorrow’s idea&lthough champions may be unpopular today, through
their commitment to innovation and change, theypare the way for development and progress in their
organization. Natural survivors, they manage todtaut against the relentless pressure to confaftnough
champions are often seen as threats, their indilisha is a rare gift in a society that cultivatesl anaintains
conformity with an array of reward and punishmeatitesnes.

Champions are present in every organizationXerox Corporation is a perfect example of a compan
breeding great champions. Its Palo Alto ResearchteCanvented the personal computer, graphical user
interface (GUI) and PDL page-description languagay Adobe PostScript). Frustrated, the champiofis le
the company and teamed-up with conductors andsridhp turned their ideas into successful products.

In order to become more effective and to make @angsontribution to corporate performance, champio
deserve adequate protection, genuine recognitidrigmmanagement support. They also need soumdnigai
and coaching in negotiation, team-building andessicubation skills. Wearing the champion’s hatutide
encouraged and rewarded in brainstorming, problEwing and business meetings. Each of us shoutd tea
play the role of champion without being offensive.

- Nobel Laureate Kim Dae Jung: From a Champion to a&at Architect of Change:

The world of champions is also a fertile trainingpund for great world leaders. For more than fogears,
dissident Kim Dae Jung championed democracy, hurigdiis and the rule of law in South Korea while
enduring torture, appalling prison conditions aotéd exile. In speaking against repressive mylitagimes

in the Koreas, Burma, Cambodia and East Timor,dved repeated threats to his life. Coached byrgadi
peace advocates and inspired by Confucius and Gamglgradually made the transition from champion t
architect of change and in doing so, earned that tiuhis nation. In 1997, he was elected the fisshocratic
President of South Korea. Kim Dae Jung admireddtee German chancellor Willy Brandt, who also sdrt

his career as an ardent champion of democracy acidl gustice and who dared to work for détentehwit
Eastern Europe during the Cold War. Despite thesri®resident Jung went on to engage the communist
dictator of North Korea and ultimately won the NbBeace Prize in December 2000.

Chernobyl, Tylenol, 9-11, Exxon Valdez and EIf amdpectively mean much more than a city, an ethical
drug, a calendar date, a tanker and an oil compBpyleferring to surprise events, thassue tagsarry a
powerful additional meaning.

Issues are usually nameless during the isolatedtg@ase. They are haphazardly baptized by theaniedhe
aftermath of a surprise event. Irresponsible repsrtend to dramatize in order to gain the attentibtheir
busy audiences. They opt for titles that add todifeena and trauma of news headlines. Among thearife
targets are known brand names, company designai@hmstitutional leaders.

Naming the issue after a company, its productsitsoteaders is a practice that tends to affect aete
reputation. For companies with high ethical stadglatransparency is the best defense. With thisiimd, a
strategy is required to de