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MOOD MATTERS,
COMPLEXITY COUNTS and
RESILIENCE ROCKS

What to Do When Probability
Theory Doesn’t Work Anymore

John L. Casti
The X-Center, Vienna

~
|||||I4. ’

The X-Center

» Non-profit research institute focusing on the
study of human-caused extreme events

» Research Programs

o 7 Shocks Methodology
o Social Mood Indicator

» Method and tool development
o Social Mood and Collective Events
o Complexity Overload/Mismatch
o Agent-Based Simulation

» Key people
o John L. Casti
o Markku Wilenius
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Unknown Unknowns
(no data, no model)

Shocks

Fatail Curve /

“Here be Dragons™ regime
Xevents)

historical regimse

Complexity Overload
Tainter, J. The = e
Collapse of

Complex Societies
(1988)
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Complexity Mismatches

7 Unacceptable Gap

Satisfaction ——p

Law of Requisite
Complexity:

“Only complexity
can control/destroy
complexity”

o |

Examples of Complexity Mismatches

Arab Spring
(government vs public)

2011 Japanese earthquake
(nature vs humans)

Financial Crash of 2007
(financial services vs regulators)

Eurozone/EU
(EU regulations vs global markets)
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What is Social Complexity?

Answer: At present, nobody really knows

/dea: t’s tied up with degrees of
freedom in a system

g ’

Social Mood

What a population/group believes as a
group about its future on all time scales
(days, months, years, decades, or more)

g 8
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Financial Indices are a
Measure of Social Mood
WE{R}3D

Twitter Can Predict the Stock Market

3y |,isa Girossman & October 19,2010 | 1:30 pm | Categories: Miscellancous

SCIENTIFIC
AMERICAN

There's Wisdom in Those Tweets: Social Science
Data Emerges from the Twitterverse

Keearchor minc Fentier and frnd pold

e O 0 O T nt

Example: US Presidential Elections

1770 1780 1790 1800 1810 1820 1830 1840 1850 1880 1870 1880 1890 1900 1910 1920 1930 1940 1850 1960 1970 1980 1930 2000
ittt
LANDSLIDE ELECTIONS
10000 T AND
STOCK PRICES
1760-2004
1000 + -
Bull market: Landslide retentions denoted by bold numbers
Bear market: Landslide custings denoted by bold letters
Nor-bold = event other than a landslide L
all re-glections to a second term 10 1|1 |'
82 |
100 T 6 7 Lo
1 1 !
L H | fy
1 4 . ¥ 1
L 2 3 l .-‘;'l\h WJ‘\ D
10 T oL L w
| 1* i
- |
1 8 ¢
| 1 Washington 2nd term uncpposed (1792) 44 Johnson 2nd term landslide (1964)
I 2 Jefferson 2nd term electoral landstide (1804) 15 Nixon 2nd term landslide {1972}
A 3 Madison 2nd tarm (1812) 16 Reagan 2nd term landside (1384]
4 Monroe 2nd torm electoral landslide (1820) 17 Chinton 2nd term (1996)
5 Jacksen Znd term landslide (1835) 18 GW. Bush 2nd term (2004)
6 Lincoln 2nd term slectoral landslide (1864}
7 Grant (2nd term electoral landslide (1872) A King Goorge ousted by Revolution (1783)
&  McKinley 2nd term (1800} B Wan Buren ousted by landslide [1840)
9 T. Roosowsit 2nd term (1904) € Divided elockon; sectonalism (1860}
0 Wlson 2nd sorm (1916) D Hoover ousted by Landslide (1932)
1 Coolidge Znd term landslide (1924) E  Noxon resignaton {1974)
12 F.Roosevelt 2nd term landslide (1935) F  Carter ousted by landslide (1960)
13 Eisenhower 2nd term oloctoral landslide [1956)
© 1999-2004 Robert A. Prechter
10
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Summary of U.S. Presidential
Elections, 1760-2004

Bull Mkt = Landslide Retentions: 12/18
Other Retentions to 2" Term: 6/18

Bear Mkt = Landslide Oustings: 3/6

Other (King George ousted, Nixon
resignation, divided election): 3/6

Casti, J. Mood Matters: From
Rising Skirt Lengths to the
Collapse of World Powers,
Copernicus, New York,
2010

From Rising
Skirt Lengths to
the Collapse of
World Powers
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[V NIS Casti, J. X-Events: The

BLIAHIVIZYE  Collapse of Everything,
| OF EVER VT”’NG HarperCollins/Morrow,

nddy a hidden calastmuhe lo

Pietbtusemid . New York, June 2012

;ncuety has hei:nme a hnu;e of cards—ov

¥ [} - -
* and increasingly vulnerable to sudden collapse. If Ja an: Asahl Shlnbun Iate
14
8 certain extreme scenarios called “X-Even
‘ flow of communication, transportation, electricity, * 20 12)

% finance, food, water, and medicine all will cease
We will reenter the Stone Age overnight. . . .

JOHN CASTI
o
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- AIILESELTHEENE

7 SHOCKS AND FINLAND

- HOW TO SUCCEED IN THE

ENVIRONMENT FULL OF
SURPRISES X

John L. Casti, Leena Ilmola

April, 2012 ‘
B
4

www.xevents.com

e

-

L .
Uncertainty is increasing....

The percieved probability of
the events of Sept 2008 was
0,00000000000000000000007

historical regima

Fat-tail Curve
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sEEE 43— S
7 Shocks and Finland

# Question: How will Finland succeed in the world of surprises?
= What are the special requirements the global economic system will set for
a small open national economy?

# Participating organizations have chosen 7 shocks to be studied.
The European Monetary Union breaks down

Nokia’s headquarters moves from Finland

China is in severe trouble

Pulp and paper industry leaves the country

The price of energy drops by 90%

Internet crashes become common and unpredictable

Weather patterns cause severe damage in Europe

N o v ok wNo

# Concrete results in 5 months: a portfolio of actions that will increase
the resilience of the national economy

3
-
ITASE I t t I I
‘Sudden collapse of _—
intemet, reason not T
known - and the \
recovery time is T Global industry
unknown communications
mobile phane
P network
Supply chain
problems AN
v Service failures in \
mobile networks
Production delays
Ir ption in media \.-
communications
4
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o

TIASA

Nokia leaves

Microsaft
collaboration is
Competitors develop successful MS acquires Nokia
cheaper phones
—
e
S

/

\
Competitors develop -
better services T —>

//

e -
R&Dmvaﬂmenmm 2000 HQ people WED[{D R&Dﬁ"?
mend dropp dismissed operations people
dissmissed
Intemational ratings
dropp

Tax income

/ Vgl ‘|
Permanent
4/ New startups Professicnals to the unemployment |
| exisiting companies
+ . — g comp: e |r
-
e \ — s \
)
Finnish |dentity Municipalities in
New economic — - trouble
activity to the area
/
4
GDP 5

S
7 shocks and their implications

The European Monetary Union breaks down
> Under construction
Nokia’s headquarters moves from Finland
> Identity loss?
China is in severe trouble
> Minor impact on economy, beneficial for some sectors
Pulp and paper industry leaves the country
> Unemployment doubles, site economy into deep trouble
The price of energy drops by 90%
> Political turbulence, immigrants
> Power from large corporations to consumers
Internet crashes become common and unpredictable
> No food?
/. Weather patterns cause severe damage in Europe
» SEPA system in trouble

v A W=

o

CRDS-FY2012-XR-01 MMIATBCE AR HEMATIREME AR 42—



JST-CRDS B3kt = +—3&EER (Pav - FYRTA4HR. V—F - (ILESHEL) |35

This is only talking... what does this MEAN?

CONCRETE ACTIONS?

1. Shock environments
Descriptions of shocks environments

2. Success strategies for every shock
environment

List of activities, capabilities or development
items that produce success in the shock
environment

3. Assessment of activities’ benefits

Web enquiry RPM n_1et|_10d for Portfolio
q ua ntltatlve New activities
analysis § | fhatscemto
4. Potential portfolio that will produce N
situations
success what-so-ever happens
£ Activities that Current
2 arevalidin activities that
3 rqany_exheme are sensitive
situations for change
Core Contingent
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1 2
1ASA
Collection and assessment of ideas for Game

I

Changers == o e
Sy kit ey Pl gy et et
e I 1t bings of develzpment acacns are needed?
Clusters ... | s a
of high £ Rmesimn plietey
impact B F e b R ——————— e -
and low pmarumimines | e
probability d v i P
. Ik
- B |
o h —
k -l -

(Cr—
oNo 1 Very T very
(]
B Hmi Ay smxh BL
AT

-
-

RPM METHOD IN BRIEF
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rS

AR BT ]

S
RPM: Combining activities into portfolios

1 Combining activities into
91 portfolios

Decision Parameter B

Decision Parameter A

11
s . :
RPM: Efficient portfolios
2
g,
()]
€ s
g
m 5 285
n- 4
[ =
=
1]
8 2
o
Decision Parameter A
12
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B
" RPM: Activity classification

treme worid B

6

5
X
q, 4
s> In all Eff. portfolios (Core)
= . e mm [n all Eff. portfolios (Core
= 2 Activities In some Eff. portfolios (Contingent)
[)) I In no Eff. portfolios (Exterior)
c1
[}
[« IS

0 1 2 3 4 5 6 7 8 9 10

Benefit in extreme world A

13

[
" All efficient portfolios

1. Invest in maintaining trust in the society

2. Security and resilience requirements for information networks
3. Take care of small networked production

4. Prepare to increase self-sufficiency in food production

5. Increase respect for every type of work

6. Promote innovation for a rainy-day

7. Tax incentives for energy self-sufficient housing

8. Tax incentives for urban local food

9. Create an ICT-ecosystem

10. Dewelop senvices that require little energy

11. Invest in sustainable well-being know-how

12. Finland a global IT-senvice center for public authorities
13. Invest in new rapidly exploitable knowledge combinations
14. Let the forest industry disappear

15. Build more nuclear power to hedge against price shocks
16. Commercialize forest into an investment product

17. Manage a single global senice

18. Train workforce as the reserve for global companies

19. Switch to exchange economy with no currency

20. Establish a Nordic monetary union

21. Make Finland the center for Asian and Russian connections
22. Specialize in fast piloting

23. Exploit our neutral and apolitical reputation

24. Create Finnish Mittelstand to replace Nokia

25. Invest in trade outside the EU

01234567 8910111213141516171819202122232425

Decision & Portflin size
Action 7.6.2012 14
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c T 0002020202 S
Pragmatic List of Actions

Portfolio
New activities
3 that seem to be
é‘ relevant in
many extreme = Watch List
situations
Please note that these t Activities that Current activities
‘.’“;025 ;’;af;’ e alr i‘?dy g are valid in that are
ZOC,;C/,:S' /stfate;:fs g 3  many extreme sensitive for
situations change
Core Contingent

List of potential actions derived from uncertainty > leading
criteria: resilience and fit with current development
activities

15

s
7 Shocks - Resilience portfolio

Pleas
Portfolio Exam, € Note,
. . . onty; " Of acy,
+ Invest in new rapidly exploitable ns
knowledge combinations
« Diversity: export portfolio, small

networks Low energy price: less
. - Entrepreneurship: “Failure insulation in the houses.
Q msuranc_e”_ - Proactive role in more
Z . Trust building: Citizens as resources, integrated European
coproduction of legislation Union.
« Experiments to the public sector
e Connections to Russia/Asia/Africa
» Trust building: Maintain/improve
- equality » Support for home
S * Work for everybody (self acquisition, "own-
‘5' employment) your-house gap”
O - Platform building (roads, roof » Slow wage-
gardens) setting system
» High quality basic education * EU/Nordic union
Core Contingent 16
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| -
11454

7 solutions for 777 shocks

NO YES

Centralization Distributed structure

Focusing Diversification

Large organizations/systems Networks of small units
Specialization Multiple roles

Long investment intensive Experiments, combinations, fast
innovation failures

Domestic collaboration International interaction

Back to normal Active renewal

17

EFFICIENCY <> RESILIENCE
BALANCE

Please contact for more information

ilmola@xevents.com
18
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Mood Matters, Complexity Counts and Resilience Rocks:

What to Do When Probability Theory Doesn’t Work Anymore
7 Shocks and Finland:

How to Succeed in the Environment Full of Surprises
VENEE S P& ¢

(X-Center fF&. BTIASA JOJ S LY—45—, B2 7 2 HAEFMEEMER)
J)—F - AILESEL
(X-Center Bt R, BIIIASA 7OJ S LEI—F—, 714052 FXREBREES)

TR 24 F6 A

MITBUE AR ZEMIREHE RERARERE 22—
BER1=v b+

T102-0076 REETFHERIEFHE 7 Fith

A 03-5214-7481

27V R 03-5214-7385
http://crds.jst.go.jp/
@2012 JST/CRDS

HAR(EE BRIDHIEEELFTT,
SIRZETSKRIE. BT HAZERENET.







	開催概要
	ジョン・キャスティ教授ご講演内容
	リーナ・イルモラ博士ご講演内容



