
4� How We Got to the Precipice 

relevance, and are used as political pawns, even though they are essential 
to the effective functioning of society. If we continue to fracture in this way 
and lose faith in the future, society, our leaders, and our institutions, essen-
tial changes that can eliminate the pall that hangs over us will never occur. 

To explore more concretely how we have arrived at this inflection point 
(and what we should do about it), it is useful to view change through a 
simple model that I have drawn upon throughout my career as a teacher, 
leader, and adviser (Figure P1.1). To transform an organization, institution, 
even a society, four elements must be aligned: strategy, structure, culture, 
and leadership. 

In the wake of World War II, the economies of countries around the 
globe were decimated and needed to be rebuilt from the ground up. Led in 
large part by the United States–backed Marshall Plan, which provided the 
money for European nations outside of the Soviet sphere to put their most 
severe economic woes behind them, a globally interconnected economy 

Strategy: Global interconnectivity with singular measures of success at the
national (GDP) and corporate (shareholder value) levels

Structure: Institutions built to
sustain multilateralism, free
markets, and technological

interconnectivity

Culture: Market-based,
technology focused

Leadership:
Economically

sophisticated globalists

FIGURE P1.1 The shared global alignment that drove seventy years of success 
following World War II. Source: Created by the authors.
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and increasing overall health and well-being. In the two decades since the 
late 1980s more than half the world’s population had entered the global 
economy, buoying developing countries as well as the developed countries 
to which they sold their products and services. 

But the financial crash in 2008 and the ensuing worldwide recession re-
vealed the emerging dark underbelly of that success, which had been lost 
in the euphoria surrounding the postwar economic and social advances. 
The downturn brought out of the shadows the many people who were not 
receiving benefits from the global economic order anymore and the dis-
connect between them and the more privileged individuals and entities 
still profiting. The collapse in equities, housing, and capital markets swelled 
the ranks of the disadvantaged, making them even harder to ignore. This 

FIGURE P1.2 Economic and social progress since 1960.  
Source: databank​.worldbank.org.
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A primary factor driving both the emergence from poverty and increas-
ing income disparity is the shift of work from higher-wage to lower-wage 
countries—that is, the fundamental element of globalization. Given that 
billions of people have emerged from poverty as a result of this process, on 
the surface it would seem hard to criticize. Wealth has simply been distrib-
uted from countries that had more than enough to spare to those with the 
greatest need. 

The problem is that not all parts of the countries that contributed 
wealth did so evenly and neither did all parts of the countries that received 
wealth. As an example, consider the distribution of gains in GDP in the 
developed countries, those that offshored labor. In developed economies, 
shareholder value grew nearly 18 percent from 1999 to 2015, while real wages 
grew only about 8 percent.5 Said differently, those who owned companies 
gained much more than those who worked for them. As for the receiving 

FIGURE 1.1 The global wealth pyramid, 2019. Source: James Davies, Rodrigo Lluberas, 

and Anthony Shorrocks. Credit Suisse global wealth databook 2019.

47 m (0.9%)
> US$1 million US$158.3 trillion

(43.9%)

US$140.2 trillion
(38.9%)

US$55.7 trillion
(15.5%)

US$6.3 trillion
(1.8%)

US$100,000
to 1 million

US$10,000
to 100,000

< US$10,000

Wealth range Total wealth
(% of world)

2,883 m
(56.6%)

1,661 m
(32.6%)

499 m
(9.8%)

Number of adults (percentage of world adults)

BK-Shepphard-TenYearsMidnight-TEXT.indd   16BK-Shepphard-TenYearsMidnight-TEXT.indd   16 4/30/20   1:46 PM4/30/20   1:46 PM



What Worries Us� 17

countries, India provides a useful example. While the overall GDP of the 
country has increased from around $500 billion to $3 trillion between 1990 
and today, the difference between median income in the three richest and 
three poorest states grew from 50 percent in 1990 to more than 300 percent 
today. These poorer states are really poor, with many people living at sub-
sistence levels. 

A valuable way to gauge economic asymmetry is through the primary 
vehicles of wealth creation: investments, home ownership, and wealth 
redistribution. 

	ӹ Investments. As wealth disparity grew over the past few years, a growing 
number of wealthy investors have moved their money from public 
capital markets to private equity markets. These generally give better 
returns but are open to only accredited investors. To be accredited in 
the United States means you make at least $200,000 per year or have 
$1 million in net worth excluding property. To make matters worse, 
the number of publicly traded companies is shrinking throughout the 

FIGURE 1.2 United States: Number of domestic listed versus private equity–
backed companies, 2000–2016. Source: World Bank, World Federations of Exchanges 

Database; Pitchbook.
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Among the big exceptions were China and India, where more than two-
thirds of those surveyed felt that institutions in all categories were worthy 
of their trust, and where improving economic conditions have convinced 
their citizens that institutions are working for them. More than likely those 
numbers have slipped in China and India in the past two years as their eco-
nomic growth has slowed, social safety nets and the ability of the national 
governments to maintain basic quality-of-life standards in local commu-
nities have been tested, and political turmoil has surfaced, particularly in 
Hong Kong and Kashmir.
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FIGURE 1.3 Trust Index: Average trust in institutions (government, business, 
NGOs, and media). Source: 2020 Edelman Trust Barometer, page 6.
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Of course, not every region has the burden of high housing costs. For 
example, in Germany, fewer people are concentrated in major cities that 
attract the majority of young professionals; instead employment tends 
to be spread among midsized urban areas throughout the country. Con-
sequently, real estate costs are relatively equal in cities with similar pop-
ulation sizes. That may be changing, though. Berlin is beginning to look a 
bit more like Paris and London every year; currently, the price-to-income 
ratio in Berlin has crept up to just over 10.5 According to the Moscow Times, 
Moscow’s real estate prices rose 8.9 percent in 2018, sixth in the world on 
CBRE’s Global Living report, although the overall cost of living remains 
exceptionally low.6

The second reason young people are entering adulthood behind the 
eight ball concerns worsening disparities in who controls most of the 
wealth in a given region. It is the rare college graduate who enters the job 
market with a salary anywhere approaching the top income levels or with 
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FIGURE 2.1 Average house price–to-income ratio for select cities, 2019. 
Source: https://www.numbeo.com/property-investment/.

BK-Shepphard-TenYearsMidnight-TEXT.indd   29BK-Shepphard-TenYearsMidnight-TEXT.indd   29 4/30/20   1:46 PM4/30/20   1:46 PM



30� How We Got to the Precipice 

prospects of getting there soon. Those that do are outliers—perhaps they 
invented something really important in high school or college, or they en-
tered a thriving family business. The problem is, those on the top rung are 
keeping more to themselves and this is not only a uniquely Anglo-American 
or even a capitalist problem. Whether it be China, Europe, Russia, or the 
United States, the line reflecting the percentage of the wealth held by the 
top 10 percent has steadily grown since 1980 (Figure 2.2). 

Adding to this cost-of-living challenge are rising debt levels for college 
graduates. Graduates leave school not only confronting expensive hous-
ing but saddled with debt. The United States leads in this area with college 
debt approaching $1.5 trillion. Things are a bit better in China, because 
typically parents have sacrificed to help their child through college. Thus 
college kids in China have a different kind of burden: the obligation to 
be a success to pay back their parents’ expensive belief in them. Accord-
ing to the Financial Times, UK university graduates have an average debt 
of £44,000 (US $57,519) upon graduation, compared with £16,200 (US 
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in the four regions under discussion in this chapter who have much more 
worrisome and immediate problems. 

Let’s start with the United States. In 1978, Congress created 401(k) 
plans, which allow employees to avoid tax on deferred compensation 
saved for retirement. On the face of it, these retirement accounts seem like 
a plus, giving individuals an inexpensive way to set up personal pensions 
by investing a part of their pretax earnings usually in mutual funds. Instead, 
this well-intentioned program has taken an axe to the prosperity of many 
retirees. Since 401(k)s were debuted, the percentage of US employees in 
the United States with defined benefit plans—traditional pensions, where 
people receive a guaranteed amount of money in retirement—fell from 
just over 60 percent to approximately 10 percent from 1980 to 2006, while 
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1975–2017. Source: Department of Labor, Private Pension Plan Bulletin Historical Tables 
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people living under extremely difficult circumstances. The issue is not that 
they lack pensions. Rather, it is that the pensions are not adequate. Given 
Russian demographics, the country is not in a position to alleviate the 
problem. The number of pensioners has increased more than 10 percent 
since 2010, while the population growth was very small (1.4 percent) and is 
predicted to go into negatives, which puts significant pressure on the sys-
tem to pay for the retirees.11 During this period the Russian government 
has held the pension steady at an average of 13,100 rubles (US$175) per 
month, which is extremely difficult to live on. Consequently, many retirees 
continue to work (Figure 2.4). 

Moving several hundred miles to the west, Scandinavia is considered by 
many to be a model of social progress and success, consistently winning 
accolades as the region with the most satisfied populations. Yet, even here, 
economic asymmetry affects the old. In the countryside, Finland, Sweden, 
and Norway are dotted with beautiful villages often on deep, clear lakes or 
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FIGURE 2.4 Number of pensioners in Russia. Source: RBC Magazine, “Russia 

retired: how the situation of different types of pensioners in the country varies,” Ivan Tkachv, 

Julia Statostina, Damir Yanayev. July 5, 2018. From data from Russian Federal State Statistic 

Service. wwww.rbc.ru/economics/05/07/2018/5b3b6t739a79175033464791.

BK-Shepphard-TenYearsMidnight-TEXT.indd   34BK-Shepphard-TenYearsMidnight-TEXT.indd   34 4/30/20   1:46 PM4/30/20   1:46 PM



Asymmetry and the Crisis of Prosperity � 35

fjords just a few hours from the major cities. Looking closely, you can see 
the origins of the Norse culture, a rugged existence in which people learn 
that they need to care for one another if they are to survive the harsh winter 
conditions. 

MAP 2.1 Per capita (RMB) gross regional product, 2015. Source: National Bureau 

of Statistics of China; accessed on line January 13, 2020. http://data.stats.gov.cn/english/

mapdata.htm?cn=E0103&zb=A0301. Redrawn by Bill Nelson.
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States. When we researched the idea of economic insecurity and its impact 
on people with partners in countries around the world, we clearly and rel-
atively quickly identified the “young and falling behind” and the “retiring 
broke” as at risk. We debated how these issues relate to my team and their 
friends. We discovered that they—this third group that I have dubbed “the 
encumbered middle”—may be most exposed, even if it is not yet visible. 

There’s a lot going on in their economic lives. They have a mortgage and 
frequently a car payment (Figure 2.5). They have children in school, often 
at some great expense as they try to make life as good as possible for their 
kids. And they have parents who are increasingly dependent on them. In 
other words, this group is carrying not only their own expenses and liabili-
ties, but as the economic problems of the other two groups described have 
worsened, the encumbered middle has had to fill in the financial gaps. It 
was a real surprise to me to hear the undertones of fear in the conversation 

FIGURE 2.5 Household debt-to-GDP ratio of select countries, 2017 (percent). 
Source: https://www.imf.org/external/datamapper/HH_LS@GDD/CAN/GBR/USA 

/DEU/ITA/FRA/JPN.
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because I was surrounded by bright, sophisticated, and effective people; 
yet they’ve seen the data firsthand and know very well that for the want of 
a small change, “there too go I.” For this group, even success in the present 
is shadowed by a nagging fear sitting just over their shoulder. 

The encumbered middle has the highest need for cash flow, but it 
is also the group most exposed to the potential loss of work to artificial 
intelligence, robotics, and industry disruption. This is not just a Western 
problem; in fact, it may be most acute in China, where the cost of housing 
and education is already pushing most middle-class families to the limits 
of their budget. If they were laid off, which is a reasonably high risk every-
where around the world (Figure 2.6), even for a small period of time, they 
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FIGURE 2.6  Potential jobs at high risk of automation, by country (percent). 
Source: PwC, “Will Robots Really Steal Our Jobs? An international analysis of the potential 

long term impact of automation, 2018.” PwC analysis, based on data from the OECD 

Programme for the International Assessment of Adult Competencies public database http://

www.oecd.org/skills/piaac/publicdataandanalysis/.

BK-Shepphard-TenYearsMidnight-TEXT.indd   38BK-Shepphard-TenYearsMidnight-TEXT.indd   38 4/30/20   1:46 PM4/30/20   1:46 PM



40� How We Got to the Precipice 

Ontario—when a large part of the population is deadly worried about how 
they will be able to afford to live in the present or the future, countries and 
regions rapidly deteriorate into dysfunction and ultimately lose sight of a 
path to prosperity. 

TABLE 2.1 Severity of challenges for three population segments, by region.

United 
States China

European 
Union Russia

Young and falling behind
Indebtedness High Low Medium Low

Unaffordable housing Mixed High Low Low

Tax burden High Medium High High

Quality of preparation for work Mixed Mixed Mixed Mixed

Retiring broke
Underfunded retirement High High Mixed High

Regional disparity Medium High High High

Healthcare quality and cost High High Low High

Dependency ratio challenges Medium Medium High Medium

Encumbered middle
Job transition risk High High Medium Medium

Challenge in sustaining lifestyle Mixed High Mixed High

Parental care/tax burden    High High High High
Source: Created by the authors.
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FIGURE 3.1 Percentage of existing jobs at potential risk of automation, waves. 
Source: PwC, “Will Robots Really Steal Our Jobs? An international analysis of the potential 

long term impact of automation,” 2018.  PwC analysis, based on data from the OECD 

Programme for the International Assessment of Adult Competencies public database http://

www.oecd.org/skills/piaac/publicdataandanalysis/.

Privacy Intrusions

The evolution of IT platforms, cloud computing, and data analytics have 
resulted in amazing benefits in terms of convenience, efficiency, person-
alized solutions, advances in knowledge, and availability of information, 
products, and services. But the trade-off is that the amount of personal 
data stored in the cloud today exceeds all imagination. This presents a set 
of new challenges; critically, how do we make data available for all of the 
uses we find desirable while ensuring our that our privacy is safeguarded 
and that the data collected about us is accurate?11

The core issue with data accumulation and AI-based analysis of this data 
is that these systems need to know a lot about us—and continue to learn 
more and more—to generate the most accurate assessments of who we 
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themselves. Without a stable education system, the population cannot 
learn, grow, and adapt. Traditionally, we trust and rely on institutions be-
cause they in fact provide stability. 

But in a time of severe technological disruption, economic uncertainty, 
cynical political disinformation campaigns, racial and social fracturing, 
questions being raised about whether schools are providing the type of 
education that students need and mounting worries among so many peo-
ple that the system as a whole is leaving them behind, institutions must 
be more agile and adapt to help minimize the harm that these and other 
trends can inflict. How long can political discourse be infected by false 
information on social media before democracy and fair elections are per-
manently undermined? Can police forces defy calls for more transparency 
when communities, rightly or wrongly, believe they are under siege from 
the police themselves, their presumed protectors? 

The challenge for institutions is for them to be able to change rapidly 
without inciting insecurity in the society they are designed to serve and 
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How true is this for you?
(percent who agree)

Sense of injustice        74
Desire for change        73
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Lack of hope                 26
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FIGURE 4.1 Percentage of population who feel that the system is working for 
them. Source: 2020 Edelman Trust Barometer.
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and deforestation.1 Most scientists also agree that, if we do not address 
climate issues within the next decade, many of the consequences will be 
irreversible and we risk accelerating dangerous natural processes, such as 
the release of methane from the Arctic. That would add a much more ag-
gressive heat-trapping gas into the atmosphere.2 

As with the other crises detailed in this book, climate change exacer-
bates all of the elements of ADAPT. The crisis of prosperity is inflamed 
because the world’s least wealthy regions and the least well-off people in 
any country are the most impacted by it. Equatorial regions will experi-
ence the greatest drought effects. Some of the world’s poorest countries 
are extremely low-lying. Less well-built homes bear the brunt of the dam-
age from hurricanes and tornadoes. Of course, this is not by accident; the 
richest individuals within a society and the most powerful people have 
chosen the most arable, hospitable, and protected lands for themselves. In 
addition, the well-heeled have the wherewithal to flee areas that are subject 

MAP 5.1 Projected water scarcity in 2025. Source: WRI Aqueduct (www.wri.org/

aqueduct; accessed on January 29, 2020). Redrawn by Bill Nelson
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At the broadest level, nations like Japan are those with a rapidly growing 
population of elderly citizens; these countries tend to be more affluent 
overall and there is a well-established correlation between affluence and 
declining fertility rates. They enjoyed extraordinary success under the eco-
nomic model much of the world adhered to for seventy years and remain 
wedded to that model as a solution for their problems rather than refram-
ing their thinking for today’s challenges. Conversely, young nations are less 
affluent and tend to have much higher fertility rates. Their leaders see the 
immense risks associated with a young population needing education and 
economic opportunity, but they have neither the funds nor the systemic 
vision to address these risks. 

Despite the appearance of two very different worlds as shown in Figure 
6.1, there is of course only one, and the problems of the youngest popula-
tions and the aging populations are a recipe for disaster for all of us. Let’s 
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FIGURE 6.1 Share of the population age sixty-five or older, 2010 and 2050 
(percent). Note: Caribbean countries are included in Latin America. Source: United 

Nations Population Division World Population Prospects, 2012 Revision.
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Meanwhile, the burden of supporting the elderly weighs on a shrinking 
labor force. The result is that workers are facing higher taxes paid into the 
system, whether they be for pension and welfare schemes or to subsidize 
healthcare costs; increased calls for financial help from elderly relatives; 
and decreased ability to put aside money for their own retirement. Afflu-
ent citizens in these economies benefit from generous retirement plans, 
healthy investment portfolios, and appreciating real estate values; it is 
these very people who tend to fill leadership positions in government and 
business. They are insulated from the problems most citizens face and thus 
don’t bring the proper sense of urgency to these problems, but these pres-
sures from an unfavorable dependency ratio are contributing to the hol-
lowing out of the middle class. With old age dependency ratios increasing 
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FIGURE 6.2 Old age dependency ratio, select developed countries, 1950–2050. 
Note: Ratio of population aged 65+ per 100 population 16-64; UN Medium Variant. Source: 

United Nations, World Population Prospects: The 2017 Revision. 
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into the foreseeable future, this downward spiral will only become worse, 
contributing to further inequity and dysfunction. 

And what of the developing economies with much younger popula-
tions? As has been mentioned and shown in Figure 6.3, Africa is home to 
many of the nations with the world’s youngest populations. According to 
the 2020 CIA Factbook, there are thirty-one countries where the median 
age is under twenty years old.4 Of those, twenty-eight are in Africa. By the 
UN’s estimates, these African nations had a total population of 866 million 
in 2015; by 2030 that number is expected to grow to 1.29 billion, of which 261 
million will be between the ages of fifteen and twenty-four. This represents 
a huge number of people who will be in need of education or meaningful 
employment. By UN estimates, in 2030, Nigeria alone will have nearly 54 
million people in the fifteen to twenty-four age cohort, while Kenya will 
have more than 13 million. In part, this enormous challenge is due to what 
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FIGURE 6.3 Sub-Saharan Africa population by age, 2030. Source: United Nations, 

World Population Prospects: The 2017 Revision.
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rethinking. Consequently, each facet of the old model needs to be reeval-
uated and modified to better address and reflect today’s conditions and 
needs. One goal here is to describe what this new model and the change 
process to achieve it might look like (Figure P2.2). 

The individual but intertwined elements of this revised model, which 
contains the same elements as its predecessor but has been rethought, are 
explored in some depth in chapters 7–10, which offer solutions to propel 
a more equitable, inclusive, and prosperous world. Sometimes these solu-
tions are spelled out through argument, but most often by looking at the 
efforts of creative and resourceful people who are spearheading innovative 
ideas and programs targeted at the problems identified earlier in the book. 
As a group, these chapters show that we need to revisit the core assump-
tions that drove the past seventy years and reimagine our institutions and 
shared culture to support new sets of ideas. 

Chapter 7: Strategy: Rethinking Economic Growth—Local First 

FIGURE P2.1 The shared global alignment that drove success following World 
War II. Source: Created by the authors.

Strategy: Global interconnectivity with singular measures of success at the
national (GDP) and corporate (shareholder value) levels

Structure: Institutions built to
sustain multilateralism, free
markets, and technological

interconnectivity

Culture: Market-based,
technology focused

Leadership:
Economically

sophisticated globalists
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Chapter 8: Strategy: Reimagining Success—Thriving in a Broken World 

Chapter 9: Structure: Repairing Failing Institutions—Cementing the 
Foundations 

Chapter 10: Culture: Refreshing Technology—Innovation as a Social Good

The problem is that reworking our thinking, institutions, and shared 
culture will take significant time. Given the urgency of the crises identified 
and their sheer scope and scale, time is one thing we do not have. Even as 
we begin the painstaking process of rebuilding our institutions, economic 
models, and shared culture, we must dive in with some daring to confront 
crises that need immediate attention. In so doing, we can begin to move 
toward a global model of behavior and action that will carry us closer to 
the outcomes we hope to achieve from our rebuilding efforts. As the world 
is growing more dynamic, we must learn how to do this perpetually to 
continually refresh and keep relevant our most important institutions and 
organizations. We need to use the urgency of our most massive dilemmas 
to bring the desired future forward faster. What those crises are and how 

FIGURE P2.2 A model for the twenty-first century. Source: Created by the authors.
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FIGURE 7.1 Making locales work. Source: Created by the authors, based on IDeA 

(Initiatives for Development of Armenia).
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158� Conquering the Crises

TABLE 11.1 Top twenty actions to reduce our carbon footprint 

Solution Sector

Gigatons CO2 
Equivalent Reduced 

/ Sequestered 
(2020–2050)

1 Onshore Wind Turbines Electricity 147.72

2 Utility-Scale Solar 
Photovoltaics

Electricity 119.13

3 Reduced Food Waste Food, Agriculture, and 
Land Use / Land Sinks

94.56

4 Plant-Rich Diets Food, Agriculture, and 
Land Use / Land Sinks

91.72

5 Health and Education Health and Education 85.42

6 Tropical Forest Restoration Land Sinks 85.14

7 Improved Clean Cookstoves Buildings 72.65

8 Distributed Solar 
Photovoltaics

Electricity 68.64

9 Refrigerant Management Industry / Buildings 57.75

10 Alternative Refrigerants Industry / Buildings 50.53

11 Silvopasture Land Sinks 42.31

12 Peatland Protection and 
Rewetting

Food, Agriculture, and 
Land Use / Land Sinks

41.93

13 Tree Plantations 
(on Degraded Land)

Land Sinks 35.94

14 Perennial Staple Crops Land Sinks 31.26

15 Temperate Forest Restoration Land Sinks 27.85

16 Managed Grazing Land Sinks 26.01

17 Tree Intercropping Land Sinks 24.40

18 Concentrated Solar Power Electricity 23.96

19 Public Transit Transportation 23.36

20 Regenerative Annual 
Cropping

Food, Agriculture, and 
Land Use / Land Sinks

22.27

©2020 Project Drawdown. Source: www.drawdown.org.
Under Project Drawdown Scenario 2, which stops climate change close to 1.5˚C of global warming.
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