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As the Milken Institute and its eight centers expand
our presence around the world, we’re also bringing
the Institute’s customary in-depth analysis to a broader
range of topics. We’re grateful to the authors of the
essays that follow for their insights on these subjects.
Throughout the course of the 2016 Milken Institute
Global Conference, we’ll address many of the world’s
most pressing challenges: How can we sustain global
growth? What is the future of Islam? Will technology
rapidly transform developing regions? What are the
fault lines in this year’s U.S. presidential election? How
soon will driverless cars be ubiquitous? Where are the
world’s greatest security risks? How quickly are women
entrepreneurs becoming a more dynamic economic
force? What is China’s future? How fast will interest rates
increase? Will “personalized aging” allow more of us to
live to 100 and beyond? Can displaced workers acquire
21st-century skills —
 and a renewed sense of purpose?
How can we assure global food and water security?
These and many other issues in more than 160 panels
can be summed up in this year’s conference theme,
The Future of Humankind.
The Global Conference seeks to provide a frame of
reference so that participants — 3,500 senior decisionmakers from a wide range of sectors, industries and
regions — can implement workable solutions. As you
participate in sessions that span 11 content tracks at
this year’s event, we hope you’ll find inspiration and
build partnerships to convert the best ideas into action.
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Solving the Climate
Crisis Requires
the Integration
of Sustainability
into Capitalism
Al Gore
Chairman
Generation Investment Management
Former U.S. Vice President

A powerful shift
is taking place
around the world,
and it is clear that
we are entering
a new era in our
collective effort
to solve the
climate crisis.
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There are three questions that we
must answer:
Must we change? Can we change?
And, will we change?
The answer to the first question
involves some bad news, but the
answers to the second two
questions are surprisingly inspiring!
First of all, must we change? Our
reliance on dirty, carbon-based
fuels during the rise of industrial
civilization brought historic declines
in poverty, rising standards of living,
and many blessings associated with
our interconnected global economy.
Since we still depend on carbon
fuels for approximately 85 percent of
all the energy we use, it is a daunting
challenge to shift away as quickly
as the scientific community says
is essential.

Nevertheless, the answer to this first
question is now clear. Yes, we must
change. Each day we spew 110
million tons of man-made, heattrapping, global warming pollution
into our atmosphere as if it were an
open sewer.
The cumulative buildup of all that
global warming pollution is now
trapping as much extra heat energy
in the atmosphere as would be
released by 400,000 Hiroshimaclass atomic bombs exploding every
24 hours. This is raising global air
temperatures to levels that are
unprecedented since we began
measuring temperature with
instruments. Indeed, 14 of the 15
hottest years ever measured have
come in the past 15 years. The
hottest of all was last year; the
second hottest was the year before.

 other Nature and the laws
M
of physics are a lot harder
to ignore than the increasingly
dire warnings from the scientific
community.
February 2016 broke all records
for the previous 1,632 months.
Water security is threatened; crop
yields are falling; land-based plant
and animal species are moving
poleward and as many as half of
all species are threatened with
extinction. Microbes, including
disease-causing viruses like Zika,
dengue and chikungunya, are
moving to higher latitudes, along
with the mosquitos and other
“vectors” that spread them.
Since 93 percent of all this extra
heat energy is going into the oceans,
ocean-based storms are becoming
much more powerful and destructive.
The heating of the oceans is
dramatically disrupting the hydrologic
cycle, with huge quantities of
additional water vapor rising from
the oceans to fuel unprecedented
downpours, causing more extreme
floods (including eight “once in a
thousand years” rainfalls in the U.S.
since 2010). This same extra heat
energy is evaporating soil moisture,
causing deeper and longer droughts.
The rapidly accelerated melting of
ice in Greenland and Antarctica is
speeding sea-level rise, threatening
low-lying coastal cities, including
Miami, New York, Mumbai,
Guangzhou and many others.
So, must we change? Yes. Mother
Nature and the laws of physics
are a lot harder to ignore than the
increasingly dire warnings from
the scientific community.

The second question is, can we
change? Here the answer is also,
clearly, yes! We’re seeing a continuing
sharp, rapid decline in the cost of
renewable energy, energy efficiency,
and storage—giving the world a
historic opportunity to embrace a
sustainable future. In many parts of
the world, renewable energy is
already cheaper than fossil fuels
— and in many developing regions,
renewable energy is leapfrogging
fossil fuels altogether — the same
way mobile phones leapfrogged
landline phones. These dramatic
cost reductions are not only
continuing but accelerating!
Fossil fuels are still subsidized at
over 40 times the rate of renewables
and the current price of fossil fuels
does not incorporate the true costs
of carbon pollution. Governments
and businesses are recognizing the
need for an accurate assessment of
these costs, and some are already
adopting a direct or indirect price
on carbon.
The role of the private sector in
integrating sustainable capitalism
into markets and investment
strategies is also vital. The flawed
metrics of GDP—used since Bretton
Woods as the compass for guiding
economic policy—leave us blind to
the harmful effects on societies of
the rapid rise of economic inequality,
the buildup of negative externalities
(like global warming pollution), the
neglect of positive externalities (like

public investments in education),
and the unsustainable depreciation
of strategically crucial natural
resources (such as topsoil and
groundwater aquifers). These
metrics should integrate new
measures that focus on long-term
values and sustainability. At
Generation Investment Management,
we focus on proving the business
case that fully integrating
sustainability into investing has
real, lasting market value, can
consistently improve returns and
should be considered best practice.
The final question is: Will we
change? In December, 195 nations
reached a historic agreement in
Paris, which occurred against the
backdrop of the changes already
noted and was built on the efforts
of governments and businesses to
make a significant course change
away from “business as usual.”
Together public and private sectors
can accelerate our transition to a
sustainable future. Partnerships
in financing can reform the way
developing nations gain access to
affordable capital in order to convert
to renewable energy, enhance
sustainable agriculture and forestry,
and build and update electricity
grids. Local governments and
businesses can cooperatively
increase employment through
initiatives to retrofit buildings and
incorporate 21st century principles
into the design of cities, neighborhoods
and transportation systems.
So, will we change?
While the answer to this question is
up to all of us, the fact is we already
are changing dramatically! Some still
doubt that we have the requisite will
to act, but the will to act is, after all,
a renewable resource.

MILKEN INSTITUTE
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An Assault
on Empathy

Sherry Turkle
Author
Professor
Massachusetts Institute of Technology

Human
relationships
are rich, messy
and demanding.
When we clean
them up with
technology, we
risk moving from
conversation to
mere connection.

Recent research shows that
people are uncomfortable if left
alone with their thoughts for as little
as six minutes. In one experiment,
people preferred to self-administer
electroshocks rather than sit without
a book or an electronic device. To
make a bad pun, that choice is
stunning, but not surprising. We
all see that when people are alone
in a supermarket line or at a stop
sign, they can seem near panic just
before they reach for a device. In
this crisis of solitude, a crisis in our
capacity for empathy begins. As
we struggle to pay attention to
ourselves, we struggle to pay
attention to each other.
Executives text and read email
during meetings, students text
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during classes, parents text at
dinner with their families or in
the park with their children, while
children, too, text each other rather
than talk or for that matter, look
at the sky or allow themselves to
daydream. Now, there is a word in
the dictionary called “phubbing.”
It means maintaining eye contact
while texting. My students tell me
that they do it all the time and it’s
not that hard.
We pay a high price for our divided
attention. Research shows that even
a silent phone disconnects us. If
you put a phone on the table during
lunch, it changes the conversation
in two ways. First, the content of the
conversation moves to lighter things.
The phone is a symbol that we are

always potentially “elsewhere.”
Second, people feel less invested
in the conversation. We use
technology to find ways around the
risks of face-to-face conversation.
But it’s there that empathy is born
and intimacy thrives.
So it is not surprising that in the past
20 years, we’ve seen a 40 percent
decline in the markers for empathy
among college students (for
example, in their ability to recognize
the feelings of others in stories), a
drop that researchers link to the
presence of digital communications.

People tell me that a moment alone
or a moment of silence during a
conversation becomes painful. They
become problems to be solved —
by technology.
We slip into thinking that always
being connected is going to make
us less lonely. But we are at risk
because it is actually the reverse: If
we are unable to be alone, we will
be lonelier. If we don’t teach our
children to be alone, they will only
know how to be lonely. It is only
when you know how to gather
yourself that you can hear what
others are saying. Relationships

If we don’t teach our
children to be alone,
they will only know how to
be lonely.
What makes the flight from
conversation so appealing? Our
phones promise that we can always
be heard, that we can put our
attention wherever we want it to
be, and that we can present
ourselves however we wish to be
seen. Digital technology allows us
to edit ourselves and keep others
at a distance.
Human relationships are rich, messy
and demanding. When we clean
them up with technology, we risk
moving from conversation to mere
connection. And here we face
a dilemma. It’s often when we
stumble, or struggle for our words,
or are silent, that we reveal ourselves
most to each other and to ourselves.

I’m not suggesting that we run
away from our devices, just that
we commit to a more self-aware
relationship with them. We can
design for our vulnerabilities: In
the workplace, we can commit to
meetings where we give each other
our full attention; we can create
dedicated spaces for conversation
and for solitude. In only a few days
without screens, we begin to relearn
the ability to identify the feelings of
others. And we begin to relearn an
appreciation for our own company.
Speaking, listening with attention
and self-awareness are skills. They
take practice and that practice can
start now. We need conversation
to connect to others and for those
dialogues with self where we learn
to know ourselves. For the failed
connections of our digital world, it
is the talking cure.

depend on the capacity for solitude,
as do productivity and creativity.
An executive at a Fortune 500
company shares this story:
I tell my secretary to let me work
on a presentation for three hours.
I want my email disabled. I ask her
to take my cellphone away from
me. I tell her to let no calls through
except for family emergencies.
But three hours without connection
are intolerable. I could barely
concentrate on the presentation,
I felt so anxious. I know this sounds
crazy, but I felt panicky. I felt that no
one cared about me, loved me. I
couldn’t concentrate.

40%

We’ve seen a 40 percent
decline in the markers for
empathy among college
students.

MILKEN INSTITUTE
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A Competitive
Approach to
Inclusive Growth
Jason Furman
Chairman
White House Council of Economic Advisers

In part, income
inequality
is a natural
consequence
of competitive
markets. But a
growing body of
evidence suggests
that much of the
rise in inequality
is a result of
markets that fail
to be competitive.
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Since emerging from the depths
of the Great Recession, the U.S.
economy has seen a remarkable
recovery. But it is important not
to lose sight of the longer-term
structural challenges that have been
with us for decades. One of our
most stubborn structural challenges
remains the increase in inequality.
Over the past few decades, inequality
has been higher and has risen more
quickly in the United States than in
any of our peer economies.
In part, income inequality has
risen as a natural consequence of
competitive markets. Technology
has increased the economic value
of skills, or returns to skills, and the
rise in educational attainment has
not kept up. As a result, increased
income inequality in part reflects

increased differences in the
productivity of different workers. There
are many traditional policy solutions
to help blunt this trend: greater
support for education; tax credits
that aid low-income families while
boosting labor force participation;
and policies that make it easier to
balance family and work, for example.
These measures can encourage more
employment today (for example,
expanding the earned income tax
credit for workers without qualifying
children) or increase upward mobility
and incomes for future generations
(for example, anti-poverty and early
education programs for children). Such
policies are key to making competitive
markets work well for all Americans.
But at the same time, a growing
body of evidence suggests that

much of the rise in inequality stems
from cases in which markets fail to
be competitive. When barriers to
competition — such as monopolies
or preferential government regulations
— prevent new entry into markets,
incumbents can collect more income
than their productivity justifies.
Economists call this extra income
“economic rent,” and evidence
suggests that the generation of
rents and their increasingly unequal
distribution have contributed to the
recent rise in inequality. As more
economic rents are captured by a
select few investors and highincome earners, inequality worsens,
but productivity does not grow —
the opposite of inclusive growth.
This area offers several clear
opportunities for policies that can
reduce inequality in an efficient
manner by promoting competition
and flexibility:
The first is monopoly profits. In
recent decades, most industries
have seen a trend of increasing
concentration as the largest firms
absorb more market share, reducing
overall competition. Increased
concentration may play a role in the
strikingly large and growing disparity
in profits across corporations, as
well as the reduction in the entry of
new firms and the commensurate
increase in the share of larger, older,
incumbent firms.
Second, the financialization of the
economy may reflect some element
of rent-seeking behavior. The share
of national income attributable to
the financial sector surged in the
decades before the financial crisis,
with some economists arguing that
economic rents — as opposed to
the creation of economic value —
explain much of the rise. While
post-crisis factors, including the
Dodd-Frank Wall Street reform

legislation, have diminished the role
of financial firms, the financial
sector’s share of national income
remains above historical trends.
This is one of the reasons behind
a range of proposals, including
closing loopholes — such as the
carried interest loophole — that
help financial firms and their
managers avoid paying taxes,
and levying a financial fee on the
largest financial firms.
Third, intellectual property regimes
need to be appropriately balanced
between rewarding innovation and
fostering competition. Our current
patent system intentionally creates
rents to encourage innovation, but
we must ensure that those benefits
are worth the costs they impose
on competition.
Fourth, poorly designed occupational
licensing regimes can create economic
rents by restricting new entrants in
certain professions. The percentage
of occupations requiring a state
license in the U.S. has grown from
5 percent in the 1950s to 25 percent
today, with licensing laws today
covering not only fields like medicine
and law but also occupations such
as interior designer and florist.
Finally, excessive land-use regulation
can create rents for incumbent
landowners without boosting
productivity. Of course, well-designed
licensing requirements and zoning
rules can also have offsetting societal
benefits. Nevertheless, evidence
suggests that when poorly designed
or inappropriately implemented,
land-use regulations tend to reduce
economic efficiency and exacerbate
inequality.
Some rents are desirable as spurs to
innovation. Some rents are inevitable.
For example, the matching process
in labor markets inevitably creates

OPPORTUNITIES
FOR INCLUSIVE GROWTH

1

Promoting competition by
fighting market concentration

2

Addressing the
financialization of the
economy

3

Appropriately balancing
intellectual property regimes

4

Reforming unnecessary
occupational licensing

5

Curbing excessive
land-use regulation

rents. In these cases it is important
where possible for public policy to
shape the divisions of these rents,
for example, by raising the minimum
wage and expanding worker voice —
including through an increased
role for labor unions.
Public policy at all levels of
government has a role to play both
in helping Americans at all income
levels succeed by giving workers
the tools to succeed in competitive
markets, and by promoting
efficiency-increasing competition.

MILKEN INSTITUTE
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How to Eliminate
Extreme Poverty
Globally in
Just 10 Years
Percy Barnevik
Co-Founder
Hand in Hand International

Empowering the
poor (particularly
women) to become
entrepreneurs,
coupled with
teaching
entrepreneurship
in schools, could
lift the “bottom
billion” out of
poverty in 10 years.

Practically all problems in the
developing world are caused by
extreme poverty: terrorism, local
wars, poor health, child labor, strains
on the environment and more.
Why then are so many people so
poor, including the 1.3 billion who
live in extreme poverty on incomes
of less than $1.25 a day? The
main reason is unemployment and
underemployment levels of 50
percent in many of the world’s
poorest countries. Globally, one in
two women lacks access to paid
employment. The jobs that the
poor need simply do not exist.
Lifting the “bottom billion” out of
poverty would require around 260
million jobs, but where would they
come from?
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Perhaps 3 percent to 5 percent
could be generated by the public
sector, but most developing
countries are already heavily
indebted. Large-scale manufacturing
and services could perhaps provide
10 percent to 15 percent of the jobs
needed. However, because of
increased automation, the number
of new jobs that can be created
from this source is limited.
Despite huge economic growth
in Africa over the past few years,
less than 10 percent of employed
Africans work in private, nonagricultural businesses. For
example, an automotive plant
commissioned to manufacture
250,000 small cars may provide
3,000 to 4,000 jobs straight

200 million jobs costs
roughly $40 billion
Over 10 years this
would mean just
$4 billion per year

Current development
assistance already at
$135 billion per year

1.3 billion live in
extreme poverty on
an income of less
than $1.25 per day

50% unemployment
and underemployment
levels exist in many
of the world’s poorest
countries

away. Subsupplier and related
services add to that number, but
not by much.

creating 200 million jobs amounts
to $40 billion. Spread over a
10-year period, this adds up to just
$4 billion per year. Currently, official
development assistance alone is
around $135 billion a year, so we
need to invest only 3 percent of
current annual expenditures to
enable people to create the jobs
needed to enable people to work
their own way out of poverty.

The vast majority of jobs, around 80
percent, must come from small and
medium-sized companies and family
enterprises. This means that around
200 million jobs must come from
this sector.
Can that be done in 10 years? The
answer is yes.
The cost of training people to start
and run an enterprise, and create
jobs for themselves and others,
varies between $20 and $350 per
job, depending on the environment.
For example, in my experience, the
cost in Southern India is $20; in
East Africa it is $50 to $100; and in
Afghanistan it is $350. According to
the Institute for the Study of Labor,
other programs spend $21 to $400
per person on training alone.
A cautious global average then
is $200 per job. So the cost of

meeting. Once a group is stable, we
train members to find and develop
small businesses and teach them
basic bookkeeping, business
development, marketing and
related subjects.
Most businesses are financed from
group savings, but when more
is needed, we train members in
credit management and provide
access to microloans. Finally, we
help established Hand in Hand
entrepreneurs find larger markets,
source cheaper supplies, improve
their branding, packaging and more.
But we shouldn’t wait for adulthood
to teach people entrepreneurial
skills. Children can and should be
taught at school. This way, when a
student graduates, he or she can
either apply for a job or start an
enterprise. In many countries with
advanced education systems, such
as Egypt and South Africa, more
than 50 percent of graduates enter
into permanent unemployment
because schools do not promote
entrepreneurship as a viable or
desirable option. We have seen in
recent years how these unemployed
youths can become susceptible
to criminality and, even worse,
terrorism.

I do not base these numbers on
theory. They are based on my own
practical experience in Asia and
Africa where Hand in Hand, the
NGO I co-founded with Kalpana
Sankar, has succeeded in creating
and expanding 1.7 million small
enterprises in 15 years by training
the poor to help themselves.

In summary, mass-mobilizing
the poor (particularly women) to
become entrepreneurs, coupled
with teaching entrepreneurship
in schools, could lift the bottom
billion out of poverty in 10 years.
The annual cost, mainly for training,
amounts to around 3 percent of
the official development assistance
budget.

Hand in Hand relies on a four-step
process. First, we create Self-Help
Groups who save and learn
together. Contributions to group
savings funds are required from all
20 or so members at every weekly

Microenterprises like those
developed through Hand in Hand
can provide millions of people with
employment, enabling them to
work their own way out of poverty.

MILKEN INSTITUTE
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Do You Own Your
Home — or Does
Your Mortgage
Own You?
Edward J. DeMarco
Senior Fellow in Residence
Milken Institute Center for Financial Markets
Former Acting Director
Federal Housing Finance Agency

Since the financial
crisis, lenders and
borrowers have
shown greater
appreciation
for the risks in
highly leveraged
mortgage lending.
The federal
government
has not.

14

What does it mean to own a home?
A partial answer to this question was
provided 15 years ago in the title to
a paper by Josh Rosner, “Housing in
the New Millennium: A Home Without
Equity Is Just a Rental with Debt.”
This prescient paper described the
risky path the country was on long
before the collapse of the housing
finance system, a collapse energized
by equity-light home buying across
the country.
With little or no money down, people
bought houses using mortgages
with 30-year repayment periods.
Homebuyers and lenders alike
operated with an implicit assumption
that prices would continue to rise.
Yet because of the repayment
structure of a 30-year mortgage,

most of the monthly payment in the
early years is being allocated to
interest. This leaves the homebuyer
with little equity and vulnerable to
foreclosure if confronted with an
economic shock.
Furthermore, many existing
homeowners, seeing house prices
rise, chose to extract equity through
cash-out refinances, second liens or
home equity lines of credit. Homes
were no longer simply places to live,
consumption goods with potential
long-term wealth-building benefits.
Rather, they were used as piggy
banks, a revolving source of funds
for other consumption.
The result? Catastrophic financial
losses for families and lenders alike
when prices collapsed and the
country fell into a deep recession.

The damage was dramatic: over
7 million foreclosures and short
sales, and an even greater number
of loan modifications.
It seems fair to ask, eight years
after the financial crisis, what
have we learned and how has it
altered our approach to financing
homeownership?
Federal housing policy provides
numerous subsidies to promote
ownership, almost all of which
are focused on borrowing. This
encourages home buyers to take
on more debt rather than build
equity. While subsidizing debt
lowers borrowing costs, it also
drives up prices.
Perhaps most obvious, the
mortgage interest deduction reduces
the personal income tax liability of
homeowners by allowing them to
deduct the interest they pay from
their taxable income. Thus, it
provides a tax benefit not for
building equity in a home, but for
carrying debt on it. The larger the
debt and the longer the loan term,
the greater the tax benefit.
The other key source of government
assistance comes through direct
and indirect subsidies in mortgage
finance. The Federal Housing
Administration (FHA) loan guarantee
program protects investors in the
event the borrower defaults. Yet, this

program encourages very low down
payment lending, often to borrowers
with weak credit histories. Similarly,
Fannie Mae and Freddie Mac,
directly backed by taxpayers since
their conservatorships in 2008, also
encourage low down payment loans.
These programs result in a slightly
wider availability of mortgage credit
at a slightly lower price than a fully
private market might produce. But
why is the government continuing to
promote households taking on longterm debt rather than building equity?
Doesn’t this risk a repeat of what
happened less than a decade ago?
Ironically, leverage — that is, debt
relative to equity — is what bank
regulators have been working to
reduce on banks’ balance sheets to
improve their safety and soundness.
Why not the same approach for
household balance sheets?
There are only two ways to reduce
leverage. Either homebuyers make
larger down payments or they repay
principal faster than in a standard
30-year loan.
Since the financial crisis, lenders and
borrowers have shown renewed
appreciation for the risks inherent in
highly leveraged mortgage lending.
Yet, the federal government has not
had such a course correction.
Indeed, the past year has seen
changes in the FHA program and in

underwriting by Fannie and Freddie
that further encourage low down
payment, long-term mortgages.
What if the subsidies embedded
in existing federal programs were
redeployed to help homebuyers
build equity rather than subsidize the
cost of debt? For instance, eligible
homebuyers could receive funds to
supplement their down payments
instead of a subsidized interest rate.
What if we encouraged accelerated
principal repayment? Shorter-term
mortgages would accomplish this,
as would incentives for making
added monthly principal payments
on a 30-year mortgage.
The issue has greater urgency today.
Millennials burdened with studentloan debt face difficulty saving for
down payments. At the other end
of the working-age spectrum, aging
baby boomers face retirement while
carrying more debt than previous
generations.
Homeownership means having
home equity. Directing subsidies
toward building equity rather than
debt, combined with incentives and
opportunities to build and retain
equity, would strengthen family
balance sheets while making our
credit markets safer and sounder.
That would be real — and
sustainable — homeownership.

DID YOU KNOW?

$200,000
30-year mortgage at 5%
interest has a monthly
payment of $1,073.64

After five years, only $16,343 in principal has been repaid. If the
loan was zero-down, the loan-to-value ratio is 92 percent absent
house price changes. Since selling costs are typically 6 percent
to 7 percent, the homeowner has little equity remaining to go
toward a new next house. And after 10 years, the homeowner
has paid $129,000, yet has added less than $38,000 in equity.

MILKEN INSTITUTE
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Accelerating Social
Development in the
21st Century
Noeleen Heyzer
Former Under-Secretary-General
United Nations

Economic and
social change must
deal holistically
with extreme
inequality and
social exclusion,
decent and
productive work,
the care economy
and environmental
sustainability.
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Two thousand fifteen was a
milestone year for member
states and peoples of the United
Nations — a year of global action for
inclusive, equitable and sustainable
development. It invites us to look at
what we have achieved and what
remains to be done in promoting
social progress, social inclusion and
social justice.
Twenty years ago, the World
Summit for Social Development was
held in Copenhagen. The leaders
gathered there agreed that we must
place human beings at the center
of our development efforts. The
member states pledged to make
the conquest of poverty, the goal of
full employment and the fostering
of social integration our overriding
objectives. This consensus has

helped shape our development
pathway to the present day.
The objectives of Copenhagen
have since then propelled policies
and actions at the national and
international levels, including the
2000 Millennium Development Goals
(MDGs). Also, by 1995 member
states understood that sustainability
must be an integral part of
development, recognizing that to
secure social progress we must
give due attention to the nature and
quality of economic development as
well as environmental protection.
Progress has been made. A smaller
proportion of the world’s population
lives in extreme poverty since the
millennium turned. More people live
longer and healthier lives. We have
seen important advances in health

and education. The Asian region
has already achieved the MDG on
reducing extreme poverty. It is also
an early achiever on other goals,
including access to safe drinking
water, gender parity based on
school enrollment and reducing the
prevalence of HIV and tuberculosis.
In addition, Asia has exceeded the
MDGs due largely to the “Asian
miracle,” which generated shared
prosperity through the developmental
role of the state and the market
investing in people-centered
development, creating middle-class
societies by reducing poverty and
addressing inequality through job-led
growth. Quality health care and better
education have been instrumental,
while technological and social
innovations have helped to build
productive industries.
However, despite our achievements,
Asia-Pacific countries still account
for the bulk of the world’s deprived
people, including more than 60
percent (or 763 million people) of
those living in extreme poverty;
nearly 70 percent of underweight
children under the age of 5; and
more than 70 percent (1.74 billion
people) of those without proper
sanitation. It is clear that despite the
MDGs, there is still great deprivation
and insecurity. Hence, the MDGs are
unfinished business in Asia and the
Pacific, and we are in a race against
time to achieve this basic human
development agenda.
Our world has changed since the
MDGs were adopted in 2000 and
will continue to change by 2030.
We are becoming more urban, more
middle class, older, more connected
and mobile, more interdependent,
more vulnerable to shocks and
more constrained in our resources
and planetary boundaries. The path
ahead is neither easy nor does it
require simply doing what we’ve
done before.

This post-2015 development agenda presents a
historic challenge to the international community
and national institutions. It is a call to action to
transform our world by:
Committing to a universal approach, with solutions that address all
countries and groups
Integrating sustainability in all activities, mindful of the economic,
environmental and social impacts
Ending poverty and addressing inequalities in all areas, agreeing that no
goal or target should be considered met unless it has been met for all
social and economic groups
Ensuring that all actions respect and advance human rights, in full
coherence with international standards
Addressing the drivers of climate change and its consequences
Expanding our global partnership for means of implementation to
maximum effect and full participation, including issue-based coalitions
Anchoring the new compact in a renewed commitment to international
solidarity, commensurate with the ability of each country to contribute

We need to rethink the way we
implement development. This
requires more than a new toolbox
of policy measures. The economic
and social transformation we
seek must deal holistically with
extreme inequality and social
exclusion, availability of decent
and productive work, the care
economy and environmental
sustainability. These are the priorities
of human sustainability and social
development in the 21st century.
However, this agenda for renewal
will only succeed in giving people
meaningful, secure and dignified

lives if there is bold leadership,
mindset change and moral courage
at every level of society to ensure
implementation and accountability.
We cannot go on doing business as
usual and expect different results. If
we get it right, we can leave a better
world for our children, their children
and generations to come.
Adapted from her keynote address
during the 2015 International
Symposium for Social Development,
International Consortium for Social
Development, Singapore
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Global Education
Disparity: Closing
the Gap Between
Talent and
Opportunity
Igor Tulchinsky
Founder and CEO
Worldquant, LLC

Educational
opportunity is
based on factors
that individuals
typically cannot
control, such as
where they were
born. What would
happen if we
afforded every
talented human on
earth access to a
tuition-free, highquality education?
18

My experiences have provided me
with one insight: Talent is distributed
uniformly across the world, while
opportunity is not.
This may be self-evident, but I have
always considered high-quality
education a vital part of a successful
society. In such a society, knowledge
delivered via education is readily
accessible, and its members are
able to leverage it to raise the
standard of living not only for
themselves, but their communities
as well. Those who are fortunate
enough to be born into this type
of society have far more access to
opportunity than those who are not.
This disparity is a reality that needs
to be remedied.

Unfortunately, educational
opportunity is based on factors that
individuals typically cannot control,
such as where they were born or
where their financial means can take
them. What would happen if we
turned the tables and afforded every
talented human on earth access to a
tuition-free, high-quality education?
A challenge of this magnitude
cannot be solved overnight, but
given recent advancements and
economies of scale in education
technology, there is a new allowance
and optimism about successfully
addressing this stark imbalance.
Embarking on a quest to build an
educational platform and rigorous
program to better position talented
individuals from all cultural,
geographic and economic

M
 y experiences have
provided me with one
insight: Talent is distributed
uniformly across the world,
while opportunity is not.
backgrounds to achieve their
potential, I found it imperative that
we move beyond granting smallscale scholarships to developing a
scalable model that would truly
address this global disparity. It was
evident from the outset that we
could not tackle the whole issue at
once, and the best path forward
was to build a practical and scalable
solution based on a topic that I
know very well: quantitative finance.
To this end, WorldQuant University
was launched, offering the world’s
first online, tuition-free master’s
degree program in quantitative
finance.
The model is a first step — a
prescriptive approach to further
confront this global disparity.
The platform was developed
to initially accommodate over
100,000 students, utilizing scalable
technology to reach and provide
high-quality education on demand
without regard to national
boundaries or wealth.
In the first few months since
the launch, the feedback and
excitement have exceeded all
expectations. Over 500 applications
have been received from qualified
students in an array of countries,
including: Cameroon, Germany,
Hong Kong, Hungary, India, Kenya,
Malawi, Nigeria, the Netherlands,
Russia, Uganda, Vietnam, South
Africa and Zimbabwe. Through

engagement with these initial
students, the obstacles they face
in furthering their education have
become even more apparent.
Evidently, we as a society are just
beginning to scratch the surface
of the pervasive nature of this
opportunity disparity.
Through operations like WorldQuant
University, these students have
access to high-quality education,
giving them the ability to compete
for jobs at some of the most
prestigious companies around the
world. But there is more work to
be done.

We are only in the nascent stages of
solving the educational opportunity
disparity. My dream is to scale
this proven platform across many
disciplines, providing opportunities
far beyond quantitative finance.
While finance is at the forefront of
leveraging data to drive insights,
expanding to a variety of other
degrees would add further
opportunity for positive economic
and social development.
To succeed, students across
the globe will need external
help, expertise and passion.
We each offer unique expertise,
and I encourage you to use your
knowledge base and experience to
help find partners to address this
lack of opportunity and make a
significant impact on closing the gap
between talent and opportunity.

100,000
The platform was
developed to initially
accommodate over
100,000 students,
utilizing scalable
technology to reach
and provide highquality education
on demand.
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Local Capital Markets
Spark the Innovation
Needed for
Sustained
Prosperity
Jingdong Hua
Vice President and Treasurer
International Finance Corporation

Efficient and
liquid capital
markets create
the conditions
that enable
entrepreneurs
to thrive. This
is hardly a
revolutionary idea,
but establishing
such markets is
challenging work.
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Years ago I settled into my first job
at a development finance institution.
The location: Abidjan, which made
me one of the few Chinese people
living in Côte d’Ivoire. So I was
surprised, during a visit to the
western city of Daloa, to encounter
an intrepid Chinese entrepreneur
who made a living selling sweet
wormwood — an Asian herb known
for its antimalarial properties. She
had noticed that despite the high
risk of malaria, malarial remedies
weren’t easily available. So she
decided to start a business, moving
from town to town and selling the
herbs in a stall at local markets.
Private entrepreneurship is
fundamentally a form of problem
solving — recognizing a human need
and finding the most effective way to

meet it. Stall operators at the local
market in Daloa do it all the time.
So do other businesses across
the spectrum from small to large.
Collectively, their creativity drives
economic growth and helps
spread prosperity. In short, they
are essential. Their success should
be a priority for governments,
development agencies and the
private sector everywhere. Our ability
to address some of the world’s
greatest development challenges
depends on it.
Today, small and medium enterprises
generate two-thirds of all jobs in the
formal sector, yet not nearly enough
entrepreneurs are able to realize
their vision. Across the world, such
businesses face a financing gap of
more than $600 billion. What I hear

time and again from entrepreneurs
— the shopkeeper in Haiti, the
agribusiness owner in Rwanda or
the owner of an airline in Nepal — is
that they cannot obtain the funding
they need in a way that makes
sense: a loan in their local currency,
for a period of at least three years
and at a reasonable interest rate.
Providing financing on such terms
is easier said than done. To whom
do you turn if your business is
considered too risky by your local
commercial bank simply because
you’re the first to invest in solar
power and the bank doesn’t know
how to assess your credit risk?

principles and policies governing
the capital markets need to be
transparent and enforced. It
means setting reasonable fees for
companies to issue bonds or access
the markets. Economic stability and
low inflation are also key to encourage
savings and make loans feasible.
Investing in human capacity is
essential. Policymakers, regulators
and investors must be equipped
with the knowledge and skills
necessary to develop and deepen
capital markets. This is often
overlooked — the focus is usually
on drafting regulations and
implementing policies. This is why

T
 oday, small and medium
enterprises generate
two-thirds of all jobs in the formal
sector, yet not nearly enough
entrepreneurs are able to realize
their vision.
What if you want to issue a bond to
raise funds but can’t because the
local market lacks a rating system
or because your company isn’t
sufficiently known to investors?
Your only choice under those
circumstances would be to borrow
abroad — and run the potentially
debilitating risks of exchange-rate
fluctuations.

IFC and the Milken Institute are
partnering with The George
Washington University to offer the
first academic program focused
on capital-market development.
We hope to create a network of
practitioners in Africa and other
emerging regions who will lead
capital-market development in
their countries.

Efficient and liquid capital markets
create the conditions that enable
entrepreneurs to thrive. This is hardly
a revolutionary idea, but establishing
such markets is challenging work. It
means creating a macroeconomic
and regulatory environment that
supports markets. It means

And there’s infrastructure. When
asked about the key constraint to
growth, the overwhelming majority
of Nigerian business leaders point to
the lack of consistent and affordable
electricity. Connectivity is rapidly
advancing and reaching the most
remote areas in developing

countries, but continued investment
in telecommunications, power and
other key infrastructure is essential
to entrepreneurship.
African leaders recognize the
importance of developing vibrant
capital markets. Under IFC’s PanAfrican Domestic Medium-Term
Note Program, we are working with
11 countries to put in place sound
regulatory frameworks to encourage
domestic and international issuers to
come to markets. We have issued
local currency bonds in Nigeria,
Rwanda and Zambia. In addition,
we’re supporting local companies
with their first-time bond issuances
and offer local-currency finance to
domestic companies to help avoid
currency risk.
We are starting to witness a sea
change in local capital market
development — sovereign and
private-sector bond issuances in
Africa are increasingly attracting
international investment. But there is
much left to do, and it must be done
quickly. The recent depreciation in
emerging-market currencies and the
drop in commodity prices remind
us why: Strong domestic markets
and investment can shield local
economies from external shocks.
I often wonder what happened to
the Chinese woman I met in Daloa. I
imagine her walking into a local bank
with her business plan and obtaining
a loan in West African francs for
her startup. I imagine her business
growing to the point that it would
issue bonds in the domestic capital
markets to raise additional funding.
This would not be a guarantee of
financial success, of course. But
access to a deep and vibrant capital
market would have measurably
improved her odds — and staved
off the debilitation of malaria for
many more people.
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The Power of an
Older Workforce
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Older workers
are an abundant,
valuable and largely
unrecognized
resource. As
aging accelerates
worldwide, it’s
time to update
our views about
older workers.
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Distinguished Scholar in Residence
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We already know the answer to
the big question facing an aging
America: Will we have the savings
to retire as early as our parents
and grandparents did? We won’t.
People will work longer because
both individual finances and
government capability are falling
short of what’s needed to support
decades-long retirement.
How can employers best utilize
older workers’ talents and take
advantage of increasingly agediverse workforces? Older workers
are an abundant, valuable and
largely unrecognized resource.
Negative stereotypes, unsupported
by evidence, lead many employers
to overlook their unique ability
to increase productivity and
competitiveness. As aging

accelerates worldwide, it’s time
to update our views about
older workers.
We know that baby boomers want
to stay in the workforce longer,
both for financial reasons and
because work provides stimulation
and satisfaction. But a report from
the Stanford Center on Longevity
finds that large employers are
more interested in graceful exits
than in ways to recruit and retain
older workers.
Employers cite two concerns in their
lack of enthusiasm for older workers:
costs and sluggish productivity.
Policy changes can address cost.
John Shoven and George Schultz of
Stanford and the Hoover Institution
have proposed a “paid-up” Social

Security category in which FICA
payments are waived for both
employee and employer once a
worker has paid into the system
for 40 years. This change would
incentivize people to work longer
and companies to employ mature
workers. Flexible and part-time
work arrangements also reduce
cost burdens. Many older workers
are eager to exchange high salaries
for flexible schedules and phased
retirements.
The more insidious challenge
involves widespread beliefs
that older workers are slow,
unmotivated and out of date.
Empirical evidence shows these
liabilities are exaggerated, while
older people’s strengths are
generally unacknowledged.
While older people do not
share younger workers’ strengths,
neither do they fit the profile of
earlier generations. When most
jobs required brute strength,
young people did outperform their
older counterparts. But the
physicality of work decreased
with the transition from agricultural
to service economies, and with it
the importance of physical might.
Education is another evolving
characteristic. As young people
increasingly pursued higher
education in the second half of the
20th century, they became more
effective workers, not because of
age, but because of knowledge.
Today older people are as likely
to be college-educated as their
young colleagues.
As well, older adults enjoy vastly
improved physical health and fitness.
For the past 50 years, each U.S.
cohort arriving at old age was
healthier than the previous one.

Young workers certainly hold appeal.
They typically learn new tasks
faster and are more technologically
savvy. They are relatively open and
energetic, entering the workforce
with optimism, idealism and
aspiration to succeed. They also are
laser-focused on advancement and
attaining experience and resources
for life in a complex society. They
compare themselves to others and
compete to stand out, qualities that
can work well for employers, but
may decrease loyalty and promote
workplace tensions.
In contrast, the typical 60-something
worker is healthy, experienced and
more likely than younger colleagues
to be highly satisfied with his or her
job. Older workers tend to be less
starry-eyed about their positions,
and more comfortable and realistic
as a result of their years of experience.
With a strong work ethic and loyalty
to employers, older workers stay
the course longer than other age
groups.
Older adults are adept at resolving
social dilemmas, especially
emotionally heated conflicts. They
care increasingly about meaningful
contributions and less about
advancement. More likely to build
social cohesion and mutual gain,
older workers are inclined to share
information and organizational
values. Their emotional stability
enhances workplace environments.
Older workers also have an edge in
good mental health, and they take
fewer sick days. Research shows
that older construction industry
workers have a lower frequency of
workplace injuries.
The elephant in the room —
cognitive decline — is grossly
exaggerated. Experience more than
compensates for the declines in

speed and efficiency at new learning
even into the 60s and 70s. Virtually
no evidence links such declines to
degraded work performance.
Nor should we mistake speed of
learning for knowledge. Job
performance more often is based
on acquired knowledge than on the
need to quickly learn new material.
Here research points to linear
improvement with age, especially
where relationships with customers
and co-workers are involved.
Motivation, for both employers and
workers, arguably creates the most
striking differences between age
groups. Employers tend to invest
far more in young employees, and
generally do not train workers over
50. Workers, regardless of age, tend
to disengage when they perceive
shrinking time horizons on the job.
Both factors likely contribute to
young-old performance differences.
Mandatory retirement for professors
was linked in one study to a gradual
reduction in publications and grants.
When the mandate was lifted, older
professors emerged as the bestfunded and most productive workers.
A promising workforce resource lies
in intergenerational collaboration,
combining young workers’ energy
and speed with the wisdom and
experience of age. Emerging
literature suggests that mixed-age
teams may outperform both
exclusively-young and exclusivelyold groups, making the bottom-line
case for age diversity.
It’s time for employers to respond
to the compelling evidence. Older
workers represent a fountain of
age — a massive human capital
resource, ready to contribute to
employers, younger colleagues
and a vibrant economic future.
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The Fourth Industrial
Revolution
Is Here
Robert F. Smith
Founder, Chairman and CEO
Vista Equity Partners
Founding Director and President
Fund II Foundation

The Internet of
Things is powering
a Fourth Industrial
Revolution that
will transform
business, markets
and billions of lives.

A technological revolution has
begun, one with the potential to
fundamentally alter the way we relate
to each other as humans, the way
we work, grow food, feed our
people, enhance our health, engage
our youth, care for our elderly and
repair our planet.
This transformation — the Fourth
Industrial Revolution — brings
with it component and systemic
breakthroughs the likes of which
mankind has never known. These
changes will affect every industry,
in every country and every single
human being.
Unlike previous industrial
revolutions, our command today
of massive amounts of computing
power, access to knowledge and
analytical frameworks has enabled
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these advancements to evolve at an
exponential pace.
Change is here, and it’s moving fast.
So, what’s driving it, and where will it
take us in the next 10, or 100, years?
As for the driver, the Internet
of Things — an increasingly
interconnected network of physical
objects that can “talk” with one
another — is reshaping the way
humans live and the way firms
do business.
What we are witnessing is nothing
short of a transformation of the
global marketplace.
Cisco estimates that 50 billion
devices will be connected by 2020,
up from 15 billion today. A recent
McKinsey report concludes that the

Internet of Things could have an
economic impact of $11 trillion per
year by 2025.
These are heady numbers, but what
does this transformation look like at
the level of industry, the firm and
the individual? How will it change
what people actually do, and how
corporations map out their business
models?
One of the easiest ways to relate to
the Internet of Things is through the
prism of health care.

businesses. One recent report
estimates connected devices could
reduce costs by up to a quarter
through more proactive monitoring
of patients at home and in facilities.
The efficiency gains also will
help governments curb rising
healthcare costs.
The Internet of Things is cutting
waste and driving savings for
other industries as well, like
auto insurance.

For example, in order to lose 12
pounds in the next year, you would
need to burn a certain number of
calories per month, per week and
per day. The Internet of Things
makes it easier.

Dealing with insurance companies
after even a minor auto accident is
usually a costly, time-consuming
endeavor. Smart apps like Digital
Garage, from Solera, a software
firm acquired by Vista this year,
offer a better way.

If your 6 p.m. meeting is canceled,
your iPhone — by being networked
to other devices — can tell you,
“Your 6 p.m. was canceled, and
there’s an open spot in a 6:30 spin
class. Would you like to go?”

The app allows someone who’s
just been in an accident to pull
out a smartphone, capture all the
information about the car’s make
and model, and the damage, and
file a claim directly to the insurer.

Your networked iPhone lets you
know that if you do the spin class,
you will burn enough calories to
meet your weight-loss goal, and it
will help you arrange your life to
make that happen.

This saves insurance companies
approximately $170 per claim
because they no longer have to pay
an adjuster. When multiplied over
time, that adds up to something
transformative.

From our first years to our last, the
Internet of Things is bringing new
ideas and solutions to health care.
Connected smart devices monitor
children’s vital statistics, track fitness
in middle age and allow seniors to
remain independent at home.

The Internet of Things is powering a
Fourth Industrial Resolution that will

reshape business, markets and
individual lives.
Yet this transformation also
poses risks. The increasing
linkages between technology
and our daily lives mean we could
lose an important element of who
we are — the empathy, humor,
spontaneity and intuition that
make us distinctly human.
And as our gadgets make us less
prone to avoidable errors, will we
lose the humility that is so vital to
our emotional connections with
those around us?
I worry about these questions. And
I believe the way we as a human
community answer them will
determine whether we become
a better, more inclusive and
trustworthy society, or if we fall
victim to technology, become slaves
to our devices and lose touch with
one another.
But even as I worry, I have faith
humanity will rise to the challenge.
Interpersonal connections have
driven our progress throughout
the ages. As the Fourth Industrial
Revolution takes hold, I am confident
these links will endure, and allow us
to channel the awesome power of
this phenomenon in the direction
of global good.

A decade from now, we could see
dramatic improvements in public
health because connected devices
nudge people toward better fitness
decisions and provide caregivers
more information.
The Internet of Things will also drive
enormous savings for health care
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Imagine what
major cities —
from New York
to New Delhi —
might look like
if government
investments
in public
transportation and
housing joined
forces with sharing
economy pioneers
and innovators.

26

Nearly 100 years ago, as Los
Angeles experienced its first major
growth spurt, the automobile was
forging the city’s car culture, while
an emerging middle class launched
the era of the single-family home.
With its sunshine and Hollywood
good looks, L.A. quickly became a
major global city.
But what initially drew people to
Los Angeles — expansive green
lawns, spacious homes, sprawling
highways — has posed challenges
to our future.
Today the city faces a rapidly
growing population, traffic
congestion and a housing crunch.
L.A. is not alone. Cities around the
globe face similar challenges. The
World Health Organization tells us

that 54 percent of the world’s
population already lives in urban
spaces, with tens of millions more
expected to crowd into major cities
globally in the next 20 years. Shaping
infrastructure requirements to meet
the demands of urbanization means
both practical fixes today and bold
partnerships that could redefine the
look of cities over the next century.
By leveraging new technologies,
cities can give residents and
businesses more insight and control
over their daily lives — while helping
to mitigate traffic, develop smarter
energy systems and increase public
safety. And a sweeping sustainability
plan released last year shows how
Los Angeles can preserve resources
while improving neighborhood
livability.

But imagine what major cities —
from New York to New Delhi, Sydney
to Shanghai — might look like if
government investments in public
transportation and housing joined
forces with sharing economy
pioneers and innovators, who are
transforming the technological
landscape.
Imagine, as an example, the
impact of autonomous vehicles on
dense urban spaces. Autonomous
ride-sharing vehicles would never
need to park, efficiently picking
up and delivering passengers to
their destinations. An estimated
80 percent of parking spots
could disappear forever in a
fully autonomous future, allowing
us to reclaim public space for
better public uses — including
affordable housing, parks and
community centers.
Imagine how a Hyperloop — AECOM
is building the first test track near
Los Angeles — might transport
people and products at high speeds
across Southern California and
beyond, with little to no impact on
the environment. How can more
cities emulate Eindhoven’s elevated
bike paths or Medellín’s aerial
gondolas, which lift commuters
above crowded streets to transport
them across the city? Solutions can
be as varied as geography and need.
Imagine a more dynamic housing
stock that fits the unique needs of a
city’s changing workforce. Building
smaller private units in buildings that
have more flexible, common living
spaces might expand housing
choices and ownership options that
play to demographic changes and
our increased mobility.
Cities around the world already have
benefited from public partnerships
with companies like AECOM —
which fuses design, engineering and

big-picture thinking to inform urban
infrastructure projects. These
partnerships go beyond merely
accommodating current needs; they
offer resilient pathways forward.
Los Angeles is pairing up with the
private sector, building partnerships
that lay the foundation for that
future. Together, this combines the
best of both worlds: nimbleness and
scale, innovation and infrastructure.
These partnerships are designed to
be duplicated so that other urban
spaces can imitate and build on
L.A.’s progress.
It’s exciting to consider how a
trend-setting gateway city like Los
Angeles can influence mobility and
housing strategies. Done right,
L.A. can show the world how to
accommodate population booms
while delivering resilient, connected
and equitable solutions that work
for everyone.

Here’s how we get there:
Pursue new alliances between government and business to address
long-term infrastructure demands.
Build public-private partnerships that can lead to more robust, more
socially equitable transportation and housing systems that enhance
coverage, complement existing systems and reduce our carbon footprint.
Evaluate how the city has traditionally invested in transportation
infrastructure, with an eye toward freeing up money for additional
priorities. More efficient roads, bridges and transit lines means fewer
operational costs to cities — while offering potential new revenue
streams for government, an expanded customer base for businesses
and improved quality of life for residents.

Taking steps to shape the future reduces the risks posed by waiting for
the future to shape us. When we pair the best and brightest economists,
architects, investors, engineers and innovators with government, we can
turn Los Angeles into a living laboratory for innovative and actionable
ideas — a model for the world. And that’s exactly what we’re doing.
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Improving Health
Through Transformative
Biomedical
Research
Francis S. Collins
Director
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Biomedical
research is
moving forward
at an astonishing
speed. The
world has never
witnessed a
time of greater
promise for
making medical
breakthroughs.
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Biomedical research is moving
forward at an astonishing speed.
In fact, the pace of progress is so
swift that it is extremely difficult for
anyone to predict the potential for
catalyzing improvements in health
over the next decade, let alone the
next century. Yet, as leader of the
world’s largest biomedical research
agency, I can guarantee one thing:
The exceptional opportunities being
pursued by today’s scientists will
transform tomorrow’s medicine in
many extraordinary ways, some
beyond our wildest dreams. So,
allow me to share just a few of the
opportunities now before us that
will lead to a healthier future for
humankind, both in the near and
long term.

First, many recent advances in
health have stemmed from the
steady, sustained commitment of
resources for basic science. Such
fundamental research is generally
not supported in the private sector,
yet it has served over the decades
as the foundation for a wide array of
medical breakthroughs. A current
example with this potential is the
Brain Research through Advancing
Innovative Neurotechnologies
(BRAIN) Initiative®. The aim of this
initiative is to, by 2020, develop
tools and technologies that will
enable researchers to explore
how the brain’s roughly 85 billion
neurons, each with about 1,000
connections, interact in real time to
produce an amazingly complex array
of human thoughts and behaviors.

As the 21st century moves along,
this foundation of understanding will
open new avenues to treat, cure,
and prevent Alzheimer’s disease,
autism, schizophrenia, depression,
epilepsy, traumatic brain injury,
substance abuse and many other
brain disorders.
Scientific advances are also
accelerating progress toward a
new era of personalized medicine.
For example, the president’s new
Precision Medicine Initiative® (PMI)
will capitalize upon the unprecedented
alignment of opportunities created
by the recent revolution in genomics,
the widespread adoption of electronic
health records, innovations in mobile
health technologies, and the
emergence of new computational
tools for analyzing large biomedical
data sets. As part of PMI, the
National Institutes of Health (NIH) is
launching a national research cohort
of 1 million or more volunteers who
will agree to share their electronic
health records and other data,
including genomic and environmental
exposure information. Over the next
decade, the pioneering resource
provided by PMI cohort database
will enable researchers to identify
trends and understand health and
disease on a much larger scale than
is now possible. And, a bit farther
down the road, research grounded in
this vastly improved understanding
will lead to more individualized
strategies for diagnosis, treatment
and prevention of a broad range of
acute and chronic diseases.
A third major area of exceptional
scientific opportunity targets one of
humankind’s most feared diseases:
cancer. During his 2016 State of
the Union Address, the president
announced the establishment of a
national cancer “moonshot” — a
renewed research surge against a
leading killer. The time is right for

The exceptional 		
opportunities being
pursued by today’s scientists will
transform tomorrow’s medicine
in many extraordinary ways.
such an ambitious effort because
of a coalescence of new scientific
insights and technological innovations.
One of the most important of these
is the transformative realization that
cancer is a disease of the genome
— that knowing what mutations are
present in a person’s tumor is often
more critical than knowing the organ
from which it arose. Another sphere
of expanding promise, which will be
accelerated by the “moonshot,” is
the ability to activate the immune
system to assist in the eradication
of a cancer, even in cases of
advanced disease.
With the aim of catalyzing new
ways of diagnosing, treating, and,
ultimately, curing all of the hundreds
of types and subtypes of cancer,
current plans for the “moonshot”
initiative include accelerated
support for cutting-edge research
opportunities in cancer vaccines,
early detection of cancer, single-cell
genomic analysis of tumors, cancer
immunotherapy, pediatric cancer
and data sharing. While the
initiative’s bold list of potential
deliverables is still unfolding, one
goal is certain: to inspire new
generations of scientists to push
the boundaries in our ongoing
fight against cancer in all of its
many forms.
Clearly, the world has never
witnessed a time of greater promise
for making medical breakthroughs in

these and a great many other areas.
Given a strong, stable trajectory of
support for biomedical research, we
can look forward to a bright horizon
filled with countless opportunities for
improving the health of humankind
— whether 10, 50, or even 100
years from now.

SCIENTIFIC OPPORTUNITIES

1

Continuing the
commitment of resources
for basic science

2

Accelerating progress
toward a new era of
personalized medicine

3

Maximizing the
renewed research
surge against cancer
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Sustainable
Development:
The Future of
Investing
Scott Minerd
Managing Partner, Chairman of Investments
and Global Chief Investment Officer
Guggenheim Partners

At its core,
sustainable
development
means investing
in safe, reliable
infrastructure and
innovation that
will power our
world, feed our
people and foster
growth in ways
that preserve
and protect our
environment.
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I grew up in western Pennsylvania
during a halcyon period. It was
the 1960s, the postwar industrial
economy was booming, and
Pittsburgh supplied about
70 percent of the world’s steel.
There was a feeling of great
prosperity and limitless opportunity,
but that would soon change. By
the end of the 1970s the steel
mills I knew as a boy had been
shuttered. The collapse of the
massive regional industrial complex
left blighted towns, impoverished
lives and a polluted environment. I
wondered why my hometown failed
so miserably, why the roadmap for
economic development in the region
ended with such disaster.
Looking back at this and many other
hard lessons from history, we see

how critical sustainable development
is to healthy economic growth and
social progress, which is why it
is also the “true north” by which
every investment compass must
navigate. Sustainable development
is about delivering strong and stable
investment returns in efficient,
effective, consistent ways for the
future of the world. At its core this
means investing in safe, reliable
infrastructure where almost none
exists, and financing innovation
in the sectors that will power our
world, feed our people and foster
growth in ways that preserve and
protect our environment. That is
sustainable development.
But capital will only flow to
sustainable development in the
future if it can also meet the

institutional investor’s mandate to
generate strong and stable returns.
The good news is that achieving
strong and stable returns no longer
requires trade-offs. We no longer
need to sacrifice economic growth
for environmental protection, or
give up compelling returns in order
to make responsible investments.
In fact, in the future, I believe it will
be impossible to deliver strong and
stable returns without a principled
approach to sustainability.
Nowhere is this principled approach
to investing needed more than in
the Arctic region. The Arctic is truly
the final frontier market for global
investors, and it is the bellwether
for the sustainable development
movement. Home to 12 million
people and $450 billion in annual
economic output, the Arctic already
produces a significant share of
the world’s food, minerals and
energy. As climate change affects
the Arctic, the region will only grow
in environmental and economic
importance to the world. Arctic sea
ice currently covers 65 percent less
of the region than it did in 1979. By
2040, the Northern Sea Route could
be open year round, resulting in
faster, more energy-efficient global
trade. In addition, the Arctic holds
an estimated one-quarter of the
world’s undiscovered oil and gas
reserves, but its ability to generate
and share energy from wind, hydro,
tidal, geothermal, solar and biomass

$300
Trillion
Total global
financial assets

At the heart of sustainable
		 development is our
mandate to generate strong,
stable investment returns.
will make it a leader in the future of
clean energy.

The Arctic, with its possibilities, and
its challenges, is just one example

of the global need for sustainable
development. Last year, 193 nations
adopted the United Nations Global
Goals for Sustainable Development
(SDGs), which aim to end extreme
poverty, protect the planet and
ensure prosperity for all. The SDGs
require up to an estimated $4.5
trillion per year in capital investment
in developing countries between
2015 and 2030. Current investment
in these areas is around $1.4 trillion,
leaving an annual investment gap of
around $3.1 trillion. If just 1 percent
of the $300 trillion global capital
stock were allocated to sustainable
development each year for the next
15 years, we could free the world
from extreme poverty, spare millions
from the perils of preventable
disease and lack of education, and
promote freedom and economic
opportunity. We can achieve this and
so much more if we recognize we no
longer live in a world of trade-offs.
Smart, strategic investments in
sustainable development today can
deliver strong, stable returns, and
make the world a better place.

$3.1

1%

As the climate transforms the Arctic,
so will the Arctic transform the
world, creating extraordinary longterm investment opportunities with
real responsibilities. To adapt and
thrive, communities will need critical
and careful investment, paired with a
strong commitment to protect and
preserve the environment for future
generations. The World Economic
Forum Global Agenda Council on
the Arctic took an important step
toward this goal by establishing six
foundational and formative principles
for responsible investment in the Arctic,
called the Arctic Investment Protocol.
We estimate that infrastructure
investments in the region are expected
to reach US$1 trillion over the next
15 years, and these principles set
clear standards for sustainable and
responsible business practices,
governance and environmental
stewardship.

Trillion
Needed to meet
global SDGs

Of global
financial assets
needed to meet SDGs
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The Inclusive
Capitalism
Imperative
Mark Weinberger
Global Chairman and CEO
EY

Instead of
focusing only
on quarterly
returns, inclusive
capitalism means
also creating
long-term benefits
that reach a
broad group
of stakeholders
— shareholders,
employees,
communities
and more.
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In 1962, Milton Friedman famously
argued, “There is one and only one
social responsibility of business —
to use its resources and engage in
activities designed to increase
its profits.”

IMF Director Christine Lagarde has
argued that inclusive capitalism is
“a constant quest.” And today,
companies worldwide can take
important steps to propel that
quest forward.

For decades this was a defining
doctrine. But recently the
conversation has shifted. Since the
financial crisis, only 30 percent of
Americans believe what’s good for
business is good for society. Nearly
60 percent want companies to
play a bigger role in solving social
problems. In response, businesses
are still meeting their responsibility
to create profits, but they are also
finding ways to broaden the benefits
they create. In doing so, they are
creating a new, more expansive kind
of capitalism: inclusive capitalism.

Focusing on Stakeholders in
Addition to Shareholders
As corporate entities, companies
of course have a fiduciary duty to
focus on returns to shareholders.
But that is just the beginning.
Instead of focusing only on
quarterly returns, inclusive capitalism
means also creating long-term
benefits that reach a broad group
of stakeholders — shareholders,
employees, communities and more.

C
 ompanies aren’t just
building themselves
a stronger financial foundation.
They are solving some of the
greatest challenges our
communities face.
As a partnership, EY may not have a
duty to shareholders, but the same
principle applies: It’s increasingly
important to engage with a wide
variety of stakeholders. We’ve found
the best way to do that is to distill
our shared mission into a clear,
company-wide purpose: Building a
Better Working World.
Around the globe, our 225,000
people are engaged in solving
some of the world’s toughest
challenges. We’ve worked with
governments to solve cash-flow
crises, nonprofits to tackle youth
unemployment, and pharmaceutical
companies to cure life-threatening
diseases. Work like this doesn’t just
generate profits. It creates enormous
value for stakeholders worldwide.
Investing in Our Most Valuable
Asset: People
Of course, our most important
stakeholders are our people. We grow
as companies when they grow as
professionals. But today, 60 percent
of employers report that their job
applicants don’t have the skills their
positions require. Closing this
skills gap would lead to stronger
businesses and a stronger economy.
That’s why companies like
Starbucks, McDonalds and Target
offer tuition reimbursement to help
their employees earn degrees and
expand their skills. EY invests $535

million every year in workforce
training. We gain more qualified
people, and they gain valuable
experience.
We can also strengthen workforces
by building a pipeline to underserved
populations. Many students live
in places where, culturally, the
infrastructure for college planning
doesn’t exist. We’ve responded
with a program called College MAP,
which pairs our people with high
school juniors and seniors. They
offer guidance to prepare for SATs,
improve college applications and
find scholarships. Ninety percent
of participants complete the
program, graduate high school
and pursue college.
Taking the Long View
Investments in people may have
short-term costs, but that kind of
long-term thinking is critical for
inclusive capitalism. Indeed, one
of business’s most important
contributions to society is driving
sustainable, long-term growth
while investing in solutions for
the challenges of tomorrow.
This is exactly what many
businesses are doing right now.
By 2050 the global population
will increase to roughly 9.7 billion.
According to the U.N., that means
food production will need to rise by
70 percent. That will require more

clean water, when nearly 3 billion
people are already struggling with
water scarcity.
In response, innovative startups like
CropX are investing in data analytics
to make irrigation more efficient.
Small sensors collect topography
data on their customers’ farms,
then algorithms determine which
parts of the land need water, and
how much. This helps increase crop
yield while reducing water use by
up to 25 percent.
Building Partnerships
for Progress
As businesses focus on a wider
range of stakeholders, they also
create opportunities for mutually
beneficial partnerships.
In 2014, for instance, the Obama
administration announced an
initiative to turn Raleigh-Durham,
North Carolina into an innovation
hub. The administration, state
government, local businesses and
universities began working together
to attract high-tech businesses and
jobs, while creating apprenticeships
and better talent pipelines from
local schools.
Thanks to this alliance, companies
that move to Raleigh-Durham will
find the highly-skilled workforce
they need. Students will have
access to jobs nearby. And as new
employment opportunities attract
new residents, communities will
enjoy a surge in economic activity.
This is a true win-win-win — the very
definition of inclusive capitalism.
By embracing this way of thinking,
companies aren’t just building
themselves a stronger financial
foundation. They are solving some
of the greatest challenges our
communities face. That is the
promise — and the great potential
— of inclusive capitalism.
MILKEN INSTITUTE
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Blockchain
Technology: Not
a Game, But a
Game-Changer
Blythe Masters
CEO
Digital Asset Holdings

Blockchain
technology has
the potential to
address pressing
commercial
realities. Rather
than being a
technology
looking for a
problem, it is one
that can solve
real problems.

Since 2015 blockchain technology
has evolved from a novel backwater
to mainstream finance. First seen
as a disruptive force for traditional
financial institutions, its commercial
implementation this year has proved
that it is actually a great enabler.
Blythe Masters, a FinTech expert
and pioneer on the frontlines of this
groundbreaking technology, shares
her perspectives on its capabilities
to change our future.

Q

:

So, what exactly is
blockchain technology?

Once you strip away the hype and
the high-profile crimes and accidents
34

associated with crypto-currencies,
distributed ledgers are nothing
more than a clever new form of
database technology. They are born
of advances in the Internet, opensource protocols, computing power
and the science of cryptography.
They are shared, replicated,
decentralized, transactional
databases.
A transaction committed to the
database is added to all those
that came before it, and it persists
for life as part of the immutable
ledger. No one has the unilateral
power to edit or revise the ledger’s
history, and no single entity
acts as the administrator. These
ledgers are continuously replicated
and synchronized. Resilience is
enhanced by elimination of central
points of failure: If one location

suffers an attack or breakdown,
others are able to maintain the
integrity of the ledger. Security
and privacy are achieved by
sophisticated credential-checking
techniques, and data are protected
through encryption.

Q

:

What does this
mean for the future for large
financial institutions?

Traditionally, legacy financial
infrastructure is based on
centralized, unencrypted, hub-andspoke database architecture. It is
expensive, inefficient and vulnerable
to both operational failure and
cyberattack. Differences within and
across separate databases create
inconsistent transaction data that
require costly reconciliation. So
financial institutions spend a lot
of their operational outlays on the
generation, communication and
reconciliation of vast quantities
of data. All this creates opacity
and delay, and makes it harder for
regulators to keep abreast of what’s
going on.
However, the simple reality of
distributed ledger technology is
that it creates the opportunity for
independent entities to rely on the
same shared, secure source of
information. Entities with a need to
know about a financial transaction
include not just the buyer and seller
and their brokers, but custodians,
registrars, settlement and clearing
agencies, central depositories
and, importantly, regulators. Costs
are cut dramatically because
instead of every interested party
keeping a separate record,
one prime record can do the
job. This reduces duplicative

record-keeping, eliminates the need
for reconciliation, minimizes error
rates and facilitates faster settlement.
In turn, faster settlement means less
risk in the financial system and lower
capital requirements.
As a result of compressed revenues
and high — and rising — costs and
capital requirements, banks’ rates
of return are unsustainably near or
below their costs of capital. This
means that it has become imperative
for banks to find ways to restructure
their cost bases, radically, and
to reduce their need for capital,
while simultaneously responding to
the new regulatory requirements.
Autonomous Research estimates
that blockchain technology could
generate $16 billion of cost savings
for investment banks in settlement
and clearing alone by 2021, and
free up an additional $6 billion of
capital. This is why distributedledger technology is attracting so
much attention.

Q

:

How quickly could
we see change?

The technology is evolving fast. The
original Bitcoin blockchain, designed
to permit irreversible payments
between parties unknown to each
other in a public network, has
certain features that are problematic
for regulated financial institutions.
Amid furious debate about
whether this obviates the original
purpose and genius of the design,
alternatives — known as private or
permissioned blockchains — have
been developed. These improve
upon privacy, transparency and
throughput capacity (important
features in regulated capital markets)
by limiting participation to known

and approved parties. Numerous
trials are ongoing among market
participants, and the foundational
work that needs to be done for
this technology to be standardized
is gaining momentum in the open
source community, thanks to the
Linux Foundation’s Hyperledger
Project. We anticipate that you will
see the first commercial deployment
of distributed ledger technology later
this year, but it will take five to 10
years for the technology to become
mainstream.

Q

:

What might this
technology contribute on a
larger scale?

It is a technology that has the
potential to address pressing
commercial realities. Rather than
being a technology looking for a
problem, it is one that can solve real
problems. Although still nascent and
in a developmental stage, distributed
ledger technology has the potential
to transform back-office processing,
in addition to digitizing the current
physical transfer of assets. It has the
opportunity to increase transparency
in the payments space, reduce the
risk of fraud and bring digital identity
to the unbanked.
Distributed ledger technology
addresses a multitude of challenges
that banks and other institutions
face. It can revolutionize the way in
which firms conduct business for
the better and improve efficiency,
security and compliance while
reducing risk and cost. I think
2015 was the year that financial
services woke up to the potential
of blockchain, and 2016 is going to
be the year we start to see real-life
implementations.
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The Global
Future of LGBT
Human Rights
Richard Socarides
Head of Public Affairs
GLG
Former White House Senior Advisor

More than 75
countries still
criminalize
same-sex sexual
conduct. In eight
it is punishable
by death.

The LGBT human rights movement
has made tremendous progress, yet
much remains to be done. Starting
with the Netherlands in 2000,
Belgium in 2003, and Canada
and Spain in 2005, many liberal
democracies around the world
now legally recognize same-sex
relationships, providing marriage
rights to gay couples. Last year
Mexico and Ireland became the
latest to join that list of 21 countries.
In the United States, last summer’s
Supreme Court ruling that same-sex
couples must be granted the right to
marry in every state was momentous,
but the fight is far from over. Even
though the gay rights movement
started here, we are still catching up
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with other developed nations with
regard to extending federal civil
rights protections in employment,
housing and public accommodation.
We are also seeing a flood of
proposed religious exemption
legislation aimed at blunting the
marriage ruling in conservative
states.
Progress is taking place in the
developing world, as well. For
example, last June, Mozambique
decriminalized homosexuality. Brazil,
Chile, Colombia and Uruguay led
a joint effort in the United Nations to
pass a resolution condemning
violence and discrimination based
on gender identity and sexual
orientation. These advances are

significant and may help to open
doors in other developing nations
where LGBT populations still face
serious, and sometimes deadly,
prejudice.
“Many challenges lie ahead,” says
Graeme Reid, LGBT rights director
for Human Rights Watch. “In
countries where repressive
governments attack civil society
organizations and prevent them
from operating freely and openly,
LGBT people will be forced to live
a shadow existence.”
More than 75 countries still
criminalize same-sex sexual
conduct, including Morocco,
Pakistan and India. In eight
countries, Saudi Arabia among
them, it is punishable by death.
Russia, with the help of some
counties in the Middle East and
Africa, continues to spin anti-gay
resolutions in the U.N. In fact, when
South Africa, Brazil and Uruguay
attempted to broaden the definition
of family to be more inclusive
toward LGBT people, Russia
blocked the attempts.
Yet despite the challenging road
ahead, most human rights leaders
are confident the movement will
progress, and that a century from
now, LGBT rights will be more
broadly upheld and protected.
Professor Kenji Yoshino of NYU Law
School and Sylvia Ann Hewlett of
the Task Force for Talent Innovation
recently argued in a report that the
movement for global LGBT rights
has reached a tipping point, where
the characteristics that previously
hindered progress — gay invisibility
in society generally coupled with
diffuseness across populations —
now drive it forward, as more
people come out.

So what needs to be done?

1

Business must keep
leading the charge.
The global business community
remains one of the most effective
advocates for LGBT rights (and
strong evidence that the movement
is gaining ground). Ninety-three
percent of global Fortune 500
companies prohibit employment
discrimination on the basis of sexual
orientation, and 75 percent protect
the expression of gender identity.
Individuals have a role to play, too.
Business leaders who are LGBT
need to come out, and their allies
at work need to speak up.
Randy Berry, U.S. State Department
special envoy for LGBT human rights,
recently said, “Businesses with global
exposure have long been at the
forefront of LGBT-friendly policies in
the workplace, not only because
they believe it’s the right thing to do,
but because they also know — as
we do — that being inclusive, and
valuing the types of contributions
that diversity brings, just make good
business sense, period.”

2

Corporations need to
come together.
Multinational corporations play an
indisputable and integral role in
advancing LGBT rights around the
world. For example, organizations
like Out Leadership have assembled
coalitions of companies committed
to not only fair LGBT workplace
practices but, more broadly, to
championing human rights where

they do business. Open For
Business, another coalition of
global companies, including
American Express, AT&T, Brunswick,
EY, Google, IBM, LinkedIn, Linklaters,
MasterCard, RBS, Standard Chartered,
Thomson Reuters and Virgin Group,
issued a comprehensive report
arguing that “inclusive, diverse
societies are better for business
and better for economic growth.”

3

We need to support and
expand programs like the
Global Equality Fund.
We need more partnerships like the
Global Equality Fund. Created in
2011 by the U.S. State Department,
it brings together governments,
companies and NGOs with the
objective of empowering LGBT
persons to live freely, without
discrimination. The fund provides
vitally needed grants, emergency
protections, technical assistance
and programming to more than
50 countries around the world to
advance and protect human rights
for LGBT people. Multinational
coalitions like these are our best
chance at driving meaningful,
global change.
In many respects, the corporate
world has moved faster than
governments to provide equal
protections to LGBT people. It not
only set an example but helped pave
the way for last year’s U.S. Supreme
Court ruling and other advances.
As progressive businesses and
multinational coalitions continue to
press forward, and as we push for
the end of repressive regimes more
generally, it’s easy to imagine a
future where, in most places, sexual
orientation and gender identity are
non-issues.
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Financing
Infrastructure in
the Developing
World
Joseph Boateng
Chief Investment Officer
Casey Family Programs
African Private Equity and Venture Capital
Association Advisory Council

Financial
innovations are
providing likeminded investors
with opportunities
to participate in
infrastructure
projects throughout
the developing
world. Policy and
system change will
help accelerate
progress.
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A robust and adequate infrastructure
is key to economic progress in
developing countries, particularly
in Africa. In nations such as Ethiopia,
a surge of infrastructure investments
is transforming the daily lives of
citizens by providing new highways,
rail lines and better communications.
Yet in other countries there remains
an “infrastructure deficit” of electricity,
roads, ports and similar basic
facilities. Limited industrialization,
pressure on currencies and balance
of payments challenges are just
some of the barriers that prevent
governments from addressing
infrastructure needs.
To address this deficit in a
meaningful way, it is necessary to
link pools of capital to the areas of
greatest need. However, there are

limited pathways to facilitate this,
and where the pathways do exist,
they are fraught with leakages, graft,
red tape, lack of credible property
rights and significant execution risks.
Hence, there is an urgent need to
elevate the conversation about
infrastructure beyond the headlines.
The broader range of stakeholders
worldwide must be engaged. The
role of pragmatic financial innovation
is to serve as a catalyst to reallocate
capital from opportunities with
negative to zero returns to those
with potential for both economic and
social impact. For financial
innovation to be effective, it must
help investors assess countries or
local governments for their probity,
trustworthiness and ability to honor
property rights and deliver attractive

rates of return, while also
providing tangible, measurable
socioeconomic benefits to all
stakeholders.
Advances in financial innovation
provide an opportunity for likeminded investors to fund worthy
projects in developing countries
with infrastructure deficits and to
benefit from attractive investment
returns. Over the long term,
innovation backed by proper
governance will deliver attractive,
risk-adjusted returns that are
greater than those that will be
available in developed markets.
Investors’ concerns about
environmental, social and
governance (ESG) issues in these
countries will be elevated beyond
idealism and reflect the reality that,
in spite of geography, projects
exhibiting strong governance are
more likely to outperform in terms
of profit and improvement in the
lives of ordinary citizens.
However, financial innovation alone
is not the answer. Policy and system
change are necessary to accelerate
progress in infrastructure investing.
The developing countries (e.g.,
African countries) will not succeed

“The role of pragmatic
financial innovation is
to serve as a catalyst
to reallocate capital
from opportunities
with negative to zero
returns to those
with potential for
both economic and
social impact.”

in programming their way out of the
current situation without political will.
A credible political will, backed by
qualified human capital, will help
infrastructure projects meet every
measurement of success.
The task requires a balance of
profitability, attention to ESG factors
and capable management.

Resource scarcity and climate
change also must be addressed in
any infrastructure development plan.
As we follow these and other steps,
investors’ interest in the developing
world will be elevated beyond
idealism to reflect the reality that
their investments can yield both
social and economic returns.

Thoughts and Predictions
Tolls as a payment structure will decrease significantly as political
will increases.
Change will come more quickly in some regions than others. Regional
cooperation will provide the critical mass needed to attract patient,
long-term capital.
Locals will see beyond politics and connect the benefits to data,
put a face to the numbers and change lives. The use of social media
can disrupt the status quo, increase information flow and influence
change in the way policymakers think about development. Through
digital technologies, people will be more connected, better informed,
empowered and emboldened to do right by themselves.
Measuring and communicating success will continue to help. Models
will be structured to communicate environmental impact and the broader
value added for local governments.
Collaboration among stakeholders is integral to success. Nevertheless,
there must be a movement from collaboration to integration in order to
maximize efforts in a way that benefits the stakeholders.
The strength of institutions will be augmented, better enabling the
transmission of capital. Participation by local investors will ensure
alignment of interests and indirectly, the protection of foreign investors.
Financial innovation has a key role to play in funneling capital to the
areas that need it most. Direct loans to entities backed by government
guarantees help. There will be more accountability as lenders, both
domestic and foreign, track dollars lent to projects.
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‘Radical Truth’
and the Tragedy
of Being Wrong
Ray Dalio
Founder, Chairman and Co-CIO
Bridgewater Associates

We should
fundamentally
change the
way we look
at mistakes.
Even the best
decision-makers
make mistakes,
it is the most
important part
of the learning
process.
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In a culture consumed with
diplomacy and privacy, are we
losing the courage and capacity
to interact openly and efficiently
with one another? The absence of
candid collaboration limits what we
are able to accomplish individually
and collectively. What if we broke
down these barriers and fostered
an environment of transparency
and truth — together?
Ray Dalio founded Bridgewater
Associates and built it into the
world’s largest hedge fund by
engineering a culture of “radical
openness.” Here he imagines
a world in which people live
openly by the things that truly
define them.

Q

:

We have heard a lot
about the economic machine,
can you tell us about the
“organizational machine” and
concept of radical transparency?

We have designed our
“organizational machine” to be an
evidence-based idea meritocracy
that is designed to achieve
meaningful work and meaningful
relationships through radical truth
and radical transparency. Radical
truth includes the unfettered ability
to objectively look at people’s
mistakes and weaknesses, and to
sort through different opinions in
order to try to find out what’s true

and how to best deal with these
truths. Radical transparency
includes the ability of everyone
to see virtually everything so that
they can form their own opinions
rather than have to rely on the
interpretations (or spin) of others.
I believe that radical truth and
radical transparency are essential
for having a real idea meritocracy.

Q

:

How did you develop
your philosophy, and how has it
shaped Bridgewater?

I came by this approach a few
decades ago by living in a world in
which succeeding as an investor
meant that I had to make untold
numbers of decisions that provided
clear penalties and rewards based
on whether or not they were better
than the decisions of the consensus
of others. My experiences taught me
that I had to think independently and
be worried about being wrong, and
that I could improve my odds of
being right by speaking with the
smartest people who disagreed with
me so that I could understand their
reasoning. By following that process,
I learned a lot, as well as improved
my odds of making good decisions.
So naturally when I gathered people
around me to make my company,
I wanted to bring together smart
people who would thoughtfully
disagree and work themselves
through a process that would
provide both learning and better
decisions. I also believed that for
people to be really committed to an
organization or system, they have to
believe that the rules of the system
are fair. For those reasons, I created
our evidence-based idea meritocracy.

Q

:

Can your principles
be applied more broadly — for
instance can they be applied
to government as well as
business?

Certainly. I think the greatest tragedy
of mankind is that people confidently
hold wrong opinions that they make
bets on, which causes them and
those around them to bear the
needless tragic results. It’s a tragedy
because decision-making can so
easily be improved by knowing how
to disagree well to get to the best
answers based on how believable
different people are. The main
impediments to doing this are
structural. For example, in a
democracy in which there is one
man, one vote, there is a structural
impediment to having a real idea
meritocracy because not all opinions
are equally valuable. There’s a risk
of having emotional, uninformed
people choosing incompetent
leaders. However, for almost all
organizations that get to set
their own rules, having an idea
meritocracy that is radically truthful
and radically transparent is possible,
though not easy.

Q

:

How do you get
people to accept these ideas in
a culture such as ours, that is
so politicized and has so little
tolerance for mistakes?

There has to be a fundamental
change in people’s attitudes about
mistakes and not knowing answers

so that there is broad acceptance
of these things. People have to
understand that even the best
decision-makers make mistakes,
and that making mistakes is the
most important part of the learning
process. People also have to realize
that learning is more important than
knowing because, for everyone,
what is unknown is far greater that
what can possibly be known. So
we have to be radically open-minded
to be successful. I believe our
education system, which values
being right and penalizes being
wrong, has contributed to society’s
mistake phobia. Eradicating this
fear will be very difficult, but it is
essential for success to be achieved.
If enough people believe it and put it
into practice in organizations, people
will see it working, and that will lead
to beneficial changes where they
now seem impossible.

Q

:

What is the most
powerful aspect of this concept?
What is the weakest?

The most powerful concept is that
there is a way to radically improve
your decision-making and your
organization’s cohesiveness by
knowing how to have high-quality,
totally honest disagreement that is
well-processed to make the best
possible decisions. The greatest
weakness of this concept is that it
requires people to rise above the
ego barriers and blind spots that
keep them emotionally attached
to their wrong opinions, which
isn’t easy.
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For decades, we
Americans have
deluded ourselves
that we are doing
a good job of
teaching our
children.
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The education establishment has
spun out the narrative that our best
schools are just fine, our worst
schools are intractable problems
with no solutions, and accountability
is unnecessary — and the public
has believed it. We’ve accepted
mediocre results and decided
they’re good enough. We’ve settled.
But the truth is, very few of our
students are actually getting a highquality education. The system might
work for affluent families in particular
suburbs, but the majority of our kids
are being left behind. Just half of
white students nationwide are
proficient in reading and math.
By what standard is that okay?
For African-American kids, the
proficiency rates are just a fraction
of those dismal results.

Americans can do better than this.
The future of our children and of our
country’s economic competitiveness
depends on a radical reimagining
of how we educate our children. It
demands recognizing the potential
in every child and committing
ourselves to giving all children the
knowledge and skills necessary
to reach that potential. It requires
breaking through the political hurdles
that put the interests of adults ahead
of the interests of kids.
And it necessitates a dramatic
change in the mindset that
closes off possibility through low
expectations — particularly for
children of color living in
disadvantaged neighborhoods.

 he system might
T
work for affluent families
living in particular suburbs, but
the majority of our kids are being
left behind.
Of course, it’s much harder to teach
kids who come from poverty, who
don’t have books and other resources
to prepare them for school. But that
means adults must work harder —
and not give up on kids.
The traditional approach in urban
districts with large populations of
needy families is to make excuses
for low student achievement
because the students are poor,
while blaming parents for their
children’s academic failures. But
when parents have other school
options, they take them. They know
what’s best for their children, and
they choose it.
That’s why the school choice
movement has surged so far, so
fast. In just the last few decades,
alternatives to traditional district
schools have cropped up all over the
country, disrupting the status quo
and bringing educational excellence
to communities long ignored.
As one example, the charter school
sector has grown more than fourfold
since 1999, with 6,500 public
charter schools educating 2.5 million
students in 2014. In some of those
schools, low-income black and
Latino children are outperforming
peers from the most affluent school
districts and suburbs. With clear
standards and excellent teaching,
children written off by the traditional
public schools are thriving.

The challenge now is to figure
out how to deliver that caliber of
education on a much larger scale. It
has been parents, not bureaucratic
monopolies, that have led the charge
for innovation and creativity, that
have broken down traditional
geographic and academic boundaries,
and that have bolstered student
achievement by demanding that
their children’s interests come first.

4x

Charter school
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since 1999

2.5
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educated in 6,500
charter schools
in 2014

That’s why I believe the possibility
for the greatest systemic change
lies with alternatives to traditional
public schools, whether it is school
voucher programs, parochial
schools or public charter schools.
In less than 25 years, the school
choice movement has caused a
revolution in our education system,
fostering innovation and creativity,
and making it possible for all
children to succeed.
Imagine what we could do in the
next 25 years, in the next 50 years.
We can give all families a variety of
schools to choose from, each with
high academic standards and a
rigorous curriculum, creating
opportunity where now there is
none, and raising the bar in
communities that are only beginning
to discover that they don’t have to
settle for good enough.
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