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Introduction
Repent now! The End is near!
No really, I’m serious. The world is falling apart.
The global economy is primed for an economic crash like it has
never seen in modern times. When it happens, many institutions,
utilities and government structures will stop functioning. After the initial
shock, humanity will face a long chaotic period, maybe even a new dark
age, where nothing seems to work. Many of the foundations upon which
modern society has been built will crumble. Politics will descend into
chaos as governments struggle to provide even the most basic services.
People who once saw themselves as middle class will scramble to stay
alive. With local economies in shambles, vast waves of desperate
refugees will overwhelm the few islands of safety. All of these things are
preordained. There is little we can do to stop them.
I’m not the first to make such claims. Crackpots have been
predicting the end of the world since the beginning of the world, so why
should you listen to me? Maybe I’m a different kind of crackpot, backed
up by a credible system of data and logic. I could be delusional, but at
least it’s a well-constructed delusion. If nothing else, you can see my
theories as an intellectual challenge: “Figure out how this guy is wrong.”
To be clear, I’m not actually predicting the end of the world. Planet
Earth will not stop spinning and humans will not vanish from it. Instead,
I foresee a massive economic catastrophe I call the Great Reckoning. It
will be like the Great Depression but much, much worse. Millions will
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starve. (I mean millions more than are starving now.) Many previously
solid assumptions will crumble beneath our feet, like the value of the
U.S. dollar and Germany’s ability to prop up Europe. Around the world,
economic growth will be a thing of the past. “Contraction” will be the
word of the day.
In simplest terms, the world economy will be brought down by a
debt crisis. Governments, corporations and individuals have already
accumulated too much debt, which probably isn’t news to you. What
might surprise you is a different kind of crisis unfolding quietly in the
background that will collide with the debt crisis to bring about a truly
cataclysmic collapse.
The hidden crisis is this: Most countries of the developed world are
on the verge of dramatic population decline. When these countries start
losing population, as some already have, or their population merely
stabilizes, economic growth cannot be sustained and any illusion of
paying down their debts will vanish. When investors realize the paper
they hold is dubious, interest rates will go up and holders of the debt will
rush to sell. Panic will set in; the crisis will accelerate, and the whole
house of cards will come tumbling down.
“But wait!” you say, “What population decline?” Isn’t the world
suffering from a population explosion? In the 20th Century, total world
population rose from about 1.6 billion to over 6 billion, and it is now on
the road to 8 and 9 billion. How can I claim populations will collapse?
The population explosion is an illusion. It no longer exists. Only a
handful of underdeveloped countries can still claim to be exploding.
They are mostly in Africa, largely isolated from the rest of the world, and
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even their birth rates are slowing. All the developed countries of the
world are suffering from a baby shortage. Since the 1960s, their birth
rates have plummeted, to the point where they are chronically below the
number of babies needed to sustain their populations.
The total population of most of these countries continues to grow
due to a statistical phenomenon known as demographic momentum,
which introduces a time lag into the process. When the birth rate falls,
the total population doesn’t necessarily fall until the people from the
previous high-birth period start dying of old age. As the boom generation
retires and eventually passes on, the total population will stabilize and
then drop, like reaching the top of a roller coaster. Once a population
starts falling, it will do so at an ever-accelerating rate until the downward
trajectory roughly matches the upward trend in the “population
explosion” years.
And the decline will continue for the rest of the 21st Century! Even
if birth rates were to suddenly rise, it would be decades before the total
population starts to recover from its downward plunge. That’s the other
effect of demographic momentum.
As the population of a country falls—especially the number of
working-age people—total economic output must also fall. Quite simply,
you can’t have the same level of economic activity if you don’t have as
many workers producing things and consumers buying things. Total tax
revenues will drop, but the outstanding debts of the country will not
decline accordingly. Those debt numbers are already fixed, like expenses
already charged to your credit card. If a country’s debt load was dubious
even in the boom times, it will be absolutely unsustainable when the
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economy shrinks.
Voilà! There you have it. The perfect storm. Since population is
certain to decline in most developed countries, government default on
national debt is inevitable. Not every government has unsupportable
debt right now, but when the big ones fall, especially the United States,
the economic maelstrom will take everyone else down with them.
I contend this worldwide default is non-negotiable. It will happen
regardless of what we do today. Even if the political will could be found
to pay down national debts, it can’t be done fast enough to match the loss
of productive taxpaying workers. Nor would it stave off collapse if every
developed country suddenly produced a lot of babies, because those
babies won’t generate any significant tax revenue for at least twenty
years. Until then, children are burden to the economy, not a benefit.
And that’s not the end of it. Other processes are exacerbating the
world’s demographic decline: Weaker countries are being drained of life
by the flight of their talent. Stronger countries, although benefitting from
this flight, are nonetheless being crushed by the pension and medical
burdens of their aging populations. Many countries in Africa continue
their population explosion, pumping instability into the rest of the world.
Meanwhile, human procreation worldwide continues to favor the poor
and ill-equipped, who are likely to have more babies than the rich and
talented. None of this helps the debt crisis.
If governments collapse under their obligations and the worldwide
economy dramatically contracts, much of our current civilization is
under threat. Most of the infrastructure we now rely on is incredibly
complex and depends on a high level of economic activity, technical
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expertise and government support, which all hinge on a presumption of
unlimited growth. For example, do you know where your data is? All
those videos, family photos and business records you’ve uploaded to the
“cloud” might not survive if revenues dry up and providers of those
services can’t afford their electricity bills. Electric utilities, in turn, can’t
function if big clients shut down and income falls below the threshold
needed to maintain their complex systems and service their own high
debt. When a natural disaster strikes, like an earthquake or hurricane,
many weakened systems will never be restored because they have no
resiliency left.
For lack of a better analogy, the Great Reckoning will be like the
collapse of the Western Roman Empire, but a whole lot faster. When
Rome fell, life on Earth didn’t cease, but Europe’s underlying structure
disintegrated. There was no one to maintain the roads, aqueducts or
public order. A lot of investors—or the ancient version of them—lost
everything. After the fall, the exercise of power became more brutal as
local tribes vied to fill the vacuum the Romans left behind. In the end,
Europeans built new societies even more sophisticated than Rome’s, but
it was a long, painful road getting there.
I’ve never seen myself as a Prophet of Doom, and I hope I’m wrong.
I rather enjoy our current empire, and I would never wish upon the
world the turmoil and outright starvation the Great Reckoning implies.
Still, when I run the numbers and walk through the logic, I see what I
see, and I haven’t found a way to discount my conclusions. I am writing
this book to give you the opportunity to refute me, and I certainly hope
you can.
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I may be delusional or a crackpot, but one thing I am not is a
conspiracy theorist. There are no conspiracies in the collapse of
populations, except perhaps when one ethnic group tries to exterminate
another. There are only individuals pursuing their own interests,
multiplied by millions. Conspiracies are no more significant here than
they are in the rise and fall of the tides. It’s just water molecules doing
their thing under the influence of the moon’s gravity with no intelligent
control or sinister intent. A lot of foolish government decisions may have
lead us to the Great Reckoning, but there was never any deliberate plan
to screw things up.
I am also no salesman. I’m not peddling doom to try to get you to
buy gold or Bitcoin or invest in my Ponzi scheme. At the moment, I’m
not even asking you to buy this book. (It’s free to read while under
construction.) I’m peddling doom because I think it’s true. If I’m wrong
and my theories don't pan out, I’ll be happy to play the fool to save the
world. If I’m right, I have no reason to be happy, because no one would
wish this catastrophe on anyone.
I can’t tell you when, where or how the Great Reckoning will occur.
I can only tell you why. It has to do with numbers. A major portion of the
world’s destiny is determined by the raw number of people in the various
countries and subcultures of our planet, along with their age and gender
distributions and how these groups are changing. The study of these
numbers is called demography. It’s a seemingly dull field mainly
concerned with counting people and sorting them into categories.
I used to have little interest in demography. Now I think it’s the
most important field in the world.
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1. The Horror
Motel 6, Wytheville, Virginia
2 am
Today is October 30, 2017, almost one year since the election of
Donald Trump as President of the United States. This was an appalling
and transformative event to me, and maybe it was for you, too. For any
intelligent soul, this tragedy seemed on a par with the assassination of
John F. Kennedy or the attack on the World Trade Center—something
that stops you in your tracks and makes you wonder if the world is falling
apart.
The morning after the election I set out on a personal quest to find
out what the hell is wrong with the world. This year-long intellectual
journey took me into a field of study that was never previously on my
radar. It was a dry, mathematical field that seemed mostly concerned
with counting things. I wanted an explanation for the election of Donald
Trump, something that would put my mind at ease by helping me
understand what was going on. This field gave me some answers. Today,
I feel I understand the forces that elected Trump, but my mind is not at
ease.
I’m here to report to you that indeed the world is falling apart, but
it’s not the fault of Trump. He is just one symptom in a long degenerative
process that has its roots in the 20th Century. We are now paying the
price for societal changes and technological advances of 50 years ago,
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when most of the modern world shifted from a Baby Boom to a Baby
Bust.
In the 1960s, humanity invented reliable birth control, one of the
most significant events in the history of our species. With mastery over
their own fertility, women became liberated from the kitchen and
nursery. They won the right to pursue their own careers. While this was
undoubtedly good for woman, who deserve full citizenship, it was bad for
society in one important respect: The woman pursuing careers stopped
having babies.
They are still having them, of course, just not at a rate sufficient to
sustain the population of their countries and subcultures. Successful
women just don’t have the time. For example, if a woman chooses to
become a doctor, she must devote almost half of her prime childbearing
years to her own professional education and training. It is extremely
difficult to raise a child during this period. There is barely a 30-year
window in which a woman can produce babies, so missing 10-15 years is
significant. Once our doctor is established in her career, she can think
about children, but even then there are forces working against
procreation, like finding the right partner or just the damn
inconvenience of it all. The fact is, raising children is incredibly costly—
both in money and lost opportunities—and as long as it is an optional
activity, busy people will inevitably choose not to.
But what about the “population explosion”? Doesn’t the planet
already have too many bodies? Yes and no. Yes, the population of the
globe is still rising, but the rise is mainly attributable to the
underdeveloped world, especially the poorer countries of Africa. If you
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take Africa out of the equation, the rest of the world is already close to its
peak population. We are at the top of the roller coaster about to head
down.
Most countries in the developed world are producing too few
babies to sustain their populations and have been doing so for decades. A
low birth rate doesn’t necessarily mean immediate population loss,
because older people from high-birth periods don’t instantly die, but
sooner or later a lack of babies catches up with you. Just as a population
grows exponentially when there are too many babies, it will eventually
fall exponentially when there are too few.
Why can’t the developed world just import all those extra babies
from Africa? It’s not that simple. The developed world doesn’t lack
babies so much as it lacks parents: people willing to spend 20+ years
socializing children and adapting them to their local culture. Once
someone in the developed world decides they’re ready to make this
commitment, babies themselves aren’t hard to find. The problem with
the excess children born in Africa is they are largely socialized in poverty,
in harsh conditions that ultimately make them unsuitable in adulthood
for life in the developed world. You can’t take average adults from a
Nigerian slum, bring them to France and expect them to become
productive French citizens. Instead, they will form enclaves of Nigeria
within France, associating only with other expat Nigerians and importing
all the problems of Nigeria onto French soil.
The developed world can and does skim the best talent from Africa.
A credentialed doctor or engineer in Ethiopia is likely to find they can do
much better in the developed world than at home. This relentless drain
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of talent from poor countries to the rich is part of what makes them poor,
and still there will never be enough suitable immigrants to make up for
the rich world’s baby shortage.
If you want to understand the state of the world at the highest level,
like aliens approaching from outer space, you have to take up
demography. There are plenty of serious perils facing our species, like
global warming, nuclear proliferation and the rise of malignant
nationalism, but demography rules them all. Demography is the study of
human populations and their distribution. It’s a story of hard numbers
that are largely beyond doubt. If you don’t have enough babies today,
your population is going to fall in the future, and if your population falls
your economy can’t grow and you can’t service all the debts and
obligations you entered into when you thought your population was
booming.
There are a lot of things we don’t know about the future, but
demography provides some absolute boundaries within which the future
must take place. For example, we can say with near certainty that the
world economy will shrink, because the total number of working humans
will shrink, and we know this based solely on the number of people who
are already here and their age distribution. Most countries have too
many old people and not enough young people, so when the old people
die, as they are scheduled to do, there won’t be enough young people to
take their place.
There’s no rocket science here. No gazing into a crystal ball. It is
more like counting ping-pong balls where each has a limited lifespan.
Because the production of new balls has been greatly reduced over the
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past half-century, there is no mystery about the eventual outcome. First,
the developed countries will start losing population, then the whole
planet will start losing population. All the while, the proportion of old
ping-pong balls will grow ever larger relative to young ones. As the old
ones lose their bounce, the young ones will be unable to support them.
This deteriorating pattern is all but certain over the next half-century no
matter what we do now. In coming decades, wars and pandemics may
prematurely kill adult ping-pong balls, and migration may move them
around, but nothing can magically create them if they were never born.
Population doesn’t explain everything about human history, but it
sets the stage for it. The science of demography, had it existed in the
Middle Ages, couldn’t have predicted the Black Death, but it might have
predicted that some disease like it would happen, given the gathering of
humanity into squalid towns and ever-larger cities. Demography
explains how the dynamite is gathered and stacked. It can’t predict the
spark that will set it off or how the explosion will unfold.
And that’s where we stand today. Demography indicates that a lot
of dynamite is being gathered in critical parts of the world, and when it
goes off, the effects could be every bit as devastating as the Black Death. I
don’t mean to sound hysterical, but I’m starting to get hysterical.
Demography has opened my eyes to a looming set of inevitable disasters
that my brain doesn’t have a solution for.
The more you know about demography, the more ominous the
future appears. At the core, it’s just numbers. Babies are born and old
people die. Some people move from one place to another. Some get
better jobs that improve their socioeconomic status. Others fall into
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poverty. All these things can be described by numbers that are costly to
gather but hard to dispute. These numbers, in turn, can be used to make
predictions that are also hard to dispute. No one can predict what
specific news events will take place 20 years from now, but it’s obvious
there can’t be more adults on the planet than there are children now.
“Demography is destiny,” the demographers say, which must make
them feel like gods sometimes. These gods, however, are largely
powerless. They can see the freight train barreling toward the washed out
bridge, but there’s little they can do to stop it.
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2. Statistics for Dummies
Prior to Election Night 2016, I had little interest in demographics.
It seemed like a dull study of statistics, and I hate statistics. I was proud
of my math ability until I took a statistics and probability course in
college. All that stuff with summations and sampling was Greek to me
and still is. Given that I flunked that course (or more precisely, dropped
out without completing it) I can’t claim to be a statistics expert—or any
kind of expert. If you’re looking for credentials, I ain’t got ‘em. All I have
is a few basic numbers you can easily verify and some mechanical logic
tying them together.
The most important number is something called the fertility rate.
That’s the average number of babies a woman has in her lifetime. In the
developed world, the average woman must produce roughly 2.1 babies to
sustain the population of her community. That’s called the replacement
fertility rate. She obviously needs 2 because men are barren and can’t
produce any. (I will argue for their elimination later.) She needs to bear
an additional 0.1 child as a fudge factor to account for the fact that not all
the children born today will live to maturity or be capable of reproducing
once they get there. (“Fudge factor” may not be a scientific term, but I
am no scientist.)
The fertility rate of any country or community provides a pretty
good prediction of what the population will look like in the future. If the
fertility rate is less than 2.1 for a sustained period, the total population is
ultimately going to fall. If it is greater than 2.1, the population will
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eventually grow. Only migration, war, famine or pandemic can possibly
change this outcome; otherwise, there’s not much room for negotiation.
If the fertility rate of your country is consistently 1.9 with no
immigration, it will eventually vanish from the Earth.
Every country, community and ethnic group has its own fertility
number, and in the developed world it is generally dire. It is as low as 1.0
in Singapore and some parts of Italy and Spain and not much better in
Japan and the rest of Europe. In other words, in Singapore, for every two
people who die, only about one is born. The European Union as a whole
has a fertility rate around 1.6, while the United States is roughly 1.8, a
number made somewhat less dire by America’s attractiveness to
immigrants.
Only a handful of countries are close to the optimal 2.1 refresh rate,
including Turkey, Sri Lanka and Vietnam, but even their trajectory is
downward. On the other extreme, the majority of countries in Africa still
have catastrophically high fertility rates, from 3.5 for Kenya to 6.9 in
Niger. That means the average woman in Niger has almost 7 children.
I’m no mathematician, but this suggests that for every woman having
only 4 or 5 children, there must be another having 9 or 10, all born into a
desperately poor country that can’t possibly support them.
Thanks to demographic momentum, changes in birth rate do not
usually have an immediate effect on total population. Think of it as a
natural time lag built into the process. If your country’s birth rate falls
today after a previous high-birth period, the overall population won’t
immediately fall because the people from the high-birth period will still
be alive. In fact, the total population could keep growing for decades.
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A simple example: imagine John and Jane had six children after
World War II, which was not usual in America’s Baby Boom of the 1950s.
Jane had a fertility rate of 6.0. The six children—three boys and three
girls—grew up in the liberated 60s, had access to reliable birth control
and decided to have fewer children themselves. In the 70s and 80s, the
daughters give John and Jane only three grandchildren. Between the 60s
and the 80s, the whole family grew from 8 people to 11 people, even
though the fertility rate of the second generation of girls was well below
replacement (1.0). That’s how demographic momentum works. The
“population” of this family continued to grow even after the birth rate
fell. Even at below-replacement birth rates, the total size of the family
won’t drop until the big Baby Boom generation starts dying off.
This time lag can mask a fertility crisis until it has achieved a
momentum of its own and can’t easily be stopped. Just as a population
grows exponentially when the birth rate is high, it will eventually fall
exponentially when the birth rate is low, but by the time you see the total
population fall it may be too late to do anything about it.
The fertility rate for a country is useful, but it doesn’t tell the whole
story about what is happening there. If you look at the rate for various
segments of the internal population, you see a trend: The most successful
members of any society are having fewer babies than the least successful.
This is generally true no matter how you choose to measure “success”. If
you gauge it by income, then it is clear the rich are having fewer children
than the poor. If you measure it in terms of formal education, people
with advanced degrees have fewer children than those who never
finished high school. I’m not going to burden you with specific numbers
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here, due to their complexity and my washing out of the aforementioned
statistics course, but I challenge you to refute this assertion: The more
successful, intelligent, disciplined and talented people are, the fewer
children they have on average.
Demographers call this the demographic-economic paradox. This
is the general observation that people who are best equipped for raising
children are the least likely to have them. The paradox isn’t just
economic; it’s intellectual, moral and emotional. The people who are
capable of self-discipline, who can delay gratification in favor of a longterm goal, are also likely to have fewer children. The people with the
most children tend to be more impulsive, religious, superstitious and
undisciplined. They tend to have limited education and can’t see very far
beyond their own neighborhood. This isn’t universally true, of course,
but it’s a sound statistical assumption for the population as a whole:
Dumb folks have more children; smart folks have fewer.
This suggests a sort of Reverse Darwinism, where human evolution
is no longer governed by survival of the fittest but survival of the
unfittest. I know this smacks of chauvinism. Who am I to decide who is
fit and unfit? Everyone has potential, and no one should be
discriminated against based on who their parents are, but it’s pretty hard
to deny there’s a problem. Statistically, the offspring of troubled parents
are likely to be troubled themselves. Is it nature or nurture that governs
this process? In a practical sense, it doesn’t matter, because in
households where nature is defective, nurture will also be defective. If
dysfunctional segments of the population have a higher fertility rate,
over time you’ll have more wounded children, unproductive adults and
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undisciplined voters.
That’s what I was thinking on that groggy, hung-over morning after
Election Day 2016. “How could so many people be so stupid?” Reverse
Darwinism seemed to provide the answer. It has been 50 years since the
advent of reliable birth control, and the smartest and most disciplined
members of our society have been most likely to take advantage of it.
People who are capable of planning ahead have been doing so, opting to
have children wisely rather than prolifically. Those who are feeble at
planning ahead have been letting the sperm fall where it may, which
inevitably means more children, poorly raised. Over the course of half a
century, this has to have had an effect on the makeup of the electorate.
Unfortunately, this theory doesn’t hold water in regard to Trump.
By most accounts, it was older voters who put him over the top,
including those who were born before the birth control revolution. This
left me scratching my head. Reverse Darwinism would predict that older
voters, on the whole, should be smarter than younger ones, but Trump’s
election seems to show the opposite.
(I’m not even going to argue about whether voting for Trump
makes you smart or stupid. Go elsewhere for that thesis. If you’re
offended by my insinuation, stop reading. You won’t get the rest of this
book either.)
There is even a puzzling phenomenon called the Flynn Effect,
which observes that the general population has been getting smarter in
standardized testing with each successive generation, all the way back to
the 1930s. This seems to fly in the face of Reverse Darwinism, where the
populace should be getting statistically dumber. This leads us into the
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murky territory of what is “smart” and “dumb”, which I will tackle later
in this book. For now, it is sufficient to say that human breeding, good or
bad, doesn’t adequately explain Trump.
A more useful view is that Trump’s election was powered by
America’s lopsided age distribution. An important side effect of dropping
fertility is an aging population. A fertility rate of less than 2.1 means each
generation is smaller than the previous one and voters from earlier highbirth periods have disproportionate electoral power. Although the Baby
Boom ended in the 1960s, these people have remained a Baby Bulge in
the U.S. population, dwarfing all other age groups. As they moved into
adulthood in the last third of the 20th Century, they fueled an
unprecedented economic boom, but now that they are retiring they are a
net drain on the government and economy. The boom they fueled is
fading. Today, they are not buying as much stuff, moving into bigger
houses or paying as much in taxes as they once did. Instead they are
starting to draw on the resources of the fewer taxpayers that remain.
These older adults seem to be angry. Having spent most of their
lives in the booming 20th Century, they may be disappointed by the
feeble progress of the current one. Opportunities for older people may
have stagnated more than they have for the young, because they are
stuck in their ways (and their real estate) and aren’t usually as amenable
to changing location, career or lifestyle. Baby Boomers may be
disappointed in the 21st Century because it can’t compare with the
prosperity and seemingly endless growth of the late 20th Century, which
they still vividly remember. These people are bound to get angrier, since
the overloaded Social Security and Medicare systems can’t possibly
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support the promises made to them. And they vote their anger. Young
people may be the future, but older voters control the ballot box, simply
because there are so many of them.
This may provide a partial explanation for Trump’s election, but
the more I learn about demographics the more I see that Trump isn’t the
issue. I’m done with Donald Trump, or at least I want to be. Although it
is unclear at the time of this writing how the Trump story will end, it will
end. Barring nuclear Armageddon, there will be a post-Trump era, and
demography tells me it will be just as frightening as any senseless crisis
Trump can tweet up.
Regardless of who is President, the whole world faces a set of
unavoidable crises that have been decades in the making. The problem
isn’t just overpopulation, underpopulation, talent flight or poor breeding.
It’s all of these things at once. In the early part of the 21st Century, the
world faces a perfect storm of demographic bad news.
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3. Seven Destabilizing Processes
I identify seven demographic processes contributing to the
economic and political instability of the world:
1) The critically low birth rate in the developed world.
2) The critically high birth rate in the underdeveloped world.
3) The talent drain from weaker countries to stronger ones.
4) The talent drain from weaker communities to stronger ones
within a country (most notably from rural areas to cities).
5) Refugee crises where masses of people cross a border, not just
the most talented.
6) The rapid aging of populations in the developed world.
7) The long-term trend of less successful individuals having more
babies than successful ones.
I refer to these seven processes together as demographic decline.
Both the quantities and qualities of human populations are changing,
rarely for the better. The only happy moments in this grim picture are
when successful countries absorb talented immigrants from less
successful ones. The receiving countries should be celebrating because
they are getting an able-bodied workforce ready to pay taxes without the
cost of having to raise and educate them. The other side of the coin, of
course, is that the donor countries are losing their prime human capital,
accelerating their decline. Immigration, therefore, can be considered a
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wash: It makes some communities happy and others unhappy but it
doesn’t improve the world as a whole.
Overall, the 7 processes of demographic decline are bad for
humanity. If you extrapolate each of these trends into the future, human
society is being weakened and hollowed out. The cancer is striking first
in the periphery, as weak countries lose population and talent, but it will
eventually progress inward to the seemingly strong countries in the
center—in North America and northern Europe—who aren’t as stable as
they seem. All of these degenerative processes are difficult to address,
and it is hard to muster any optimism that they will be, because as a
country’s demographics deteriorate so does its politics and its ability to
implement any new policy at all.
Governments in countries with low birth rates have utterly failed in
improving them, and governments in countries with high birth rates are
hardly functioning at all, let along formulating useful policies. Nations of
graying old people now dominate the planet, and this has never been the
most dynamic segment of the population. We can hope for a change of
attitude from the elderly where they don’t act so old, but for the most
part they are old because they choose to be. Old people, as a whole, don’t
like change or risk. They believe the world owes them a long period of
leisure for their lifetime of hard work, which may be true, but the world
can no long afford them this luxury.
Around the world, young people in dire straits are trying to leave
those straits behind. Who can blame them? If you are facing starvation in
your own country or your career is frustrated there, why wouldn’t you try
another one? Unless borders are completely fortified with Berlin Wall-
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like barriers, frustrated people will try to cross them in search of greener
pastures. It may be a boon to the receiving country if the immigrants
have valuable skills and are ready to integrate into their new society, but
the loss of talent only accelerates the decline of the donor country.
Meanwhile, all the wrong people are having the most children. By
whatever criteria you measure “fitness”—wealth, social standing, IQ,
years of education, technical skill, impulse control—the least capable
tend to be the most fecund. Whether or not you believe in Darwin, this
long-term trend has to have an effect on the intellectual makeup of our
population. If the most successful people are not having children,
whatever it is that made them successful could be lost.
You can’t isolate any one of these 7 factors and say, “That’s the
problem.” All of them together are the problem. These processes often
feed off each other and reinforce each other, usually making things
worse. Each country has a different mix of issues. The main problem in
Africa may be overpopulation, but these countries also suffer from a
talent drain and from the fact that educated citizens are having fewer
babies than uneducated ones. Congo may have one set of demographic
problems and China another. You can’t treat them all the same.
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4. Explosion or Implosion?
In the 1960s and 70s, the world fretted about the “population
explosion.” Population in nearly every country seemed to be expanding
dramatically every year. Observe the current trends and do the math and
you would think the world population was heading toward a Soylent
Green hellscape where humans are fed to other humans.
Environmentalists still cite the population explosion as one of the
greatest threats to the survival of our planet, and it’s hard to find a
documentary on global warming that doesn’t include the word
“overpopulation.”
The irony is, at the same time the intelligentsia of the world were
getting hysterical about the population explosion, the problem was
quietly being solved by the emerging science of contraception. America
indeed experienced a population explosion during the Baby Boom of the
1950s. If things had kept going as they did—almost 4 births per woman—
Americans would indeed find themselves living in a sardine can. But
things didn’t keep going that way. Births fell for the remainder of the
century, and by the end of it no reasonably organized country had
anything close to a population explosion.
Population collapse has now become a real threat in most
countries, but the lingering hysteria about a population explosion keeps
this danger from being popularly accepted. People look at the total
population of the whole planet and see it is still growing: 6 billion, 7
billion, 8 billion. On television, we still see famines in Africa, crowded
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streets in India and vast hordes of spectators at every Super Bowl.
Overpopulation is easy to see and photograph. Underpopulation isn’t.
It is easy for a crisis to slip in under the radar. If you visit any big
city in a country losing population—like Tokyo—you still see a teeming
metropolis and plenty of young people. When a country’s population is
falling, people clump together in cities where life seems to go on as it
always has. The only obvious difference now is there’s more empty space
between the clumps.
All the countries of Eastern Europe—the former Warsaw Pact—
have fertility rates in the basement, ranging between 1.3 and 1.6, and
some are already losing population in absolute terms. Visit the popular
tourist cities like Prague and Budapest and you’ll find them seemingly
vibrant, still reveling in their post-Soviet freedoms. However, if you rent
a car and drive in the countryside, you’ll see a different story. It’s a
landscape of abandonment. Empty houses and factories litter the
provinces. Much of this abandonment can be attributed to the fact that
many of these Soviet-era buildings are simply outmoded and impractical,
but it’s hard to escape the impression that these countries are emptying
out.
Most Eastern European countries aren’t opposed to immigration—
or at least they weren’t until the recent waves of refugees from Syria.
Unfortunately, these countries aren’t particularly attractive to
immigrants. Even the Syrians don’t want to settle there; they’d rather be
in Germany or Sweden. With stagnating economies and high
unemployment, the main trend in Eastern Europe is outward migration.
The best and brightest from Eastern Europe are heading to Western
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Europe, presumably leaving behind the less best and less bright. The net
effect is that Eastern Europe invests in their youth, then their best youth
leave, nullifying their investment.
That’s the cost of freedom. In the Soviet days when borders were
closed, you had to stay in your home country and make a life there.
Today, people with marketable skills are free to leave, and they do.
Freedom of movement means that when a country enters a downward
economic spiral, talented people flee, exacerbating the crisis. This
migration strengthens the economy of the receiving country, assuming
they are prepared to assimilate the newcomers—but it accelerates the
decline of the donor.
Even if the population of the whole planet is still growing,
“population explosion” no longer applies. Implosion is more pressing
danger. A handful of countries in Africa and Asia may still be trending
upward, but the rest of world is going in the opposite direction. We don’t
want to discount the problems of those still-exploding countries and the
damage they can do. A rapidly growing population in a very poor country
guarantees unrest and desperation that inevitably spills over into to the
developed world. The good news is that even the exploding countries are
consistently reducing their birth rates. It’s just taking a while to get
there.
The simplistic view of the planet is, “Hey, the world population is
still growing, and we’re overpopulated anyway, so any population loss is
a good thing.” That’s just sticking your head in the sand. What really
matters is the ability of humanity to govern itself, and the current
demographic profile of our planet is an overall threat to that.
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5. Vanishing Japan
Japan is disappearing. It is still the same size on the map, but its
people are going away. Japan’s fertility rate is roughly 1.4 babies per
woman, far less than the 2.1 needed to sustain its population, and it has
been this way for decades. Its population continued to grow after World
War II not so much because babies were born but because old people
stopped dying, with average life expectancy increasing by about 30 years.
Having come to the end of that trend, Japan’s population peaked at 128
million around 2010, and it’s now diving toward oblivion at an everaccelerating pace.
In the five years between 2010 and 2015, the population shrank by
almost a million. This isn’t quite the same as a bomb killing a million
because there’s no trauma or bloodshed, but the net effect is similar. If
the silent bombs keep killing a million every few years, pretty soon you
don’t have a country left.
A falling population might seem like a good thing at first. Doesn’t it
just mean more space and resources for the people left behind? It’s
reasonable to argue that Japan was overpopulated to begin with—128
million on a relatively small group of islands. Maybe 100 million is a
more sustainable number. If you believe this, you might applaud Japan’s
loss of bodies.
There are three main problems with population decline. One is that
the whole structure of modern governments and economies is based on
the premise of a growing population and economy. You can’t change
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direction, moving from expansion to contraction, without a lot of fixed
obligations becoming unsustainable. The second problem is that a falling
population implies a growing proportion of old people, who are a drain
on government coffers. Retired people pay little in taxes while
demanding huge resources for pensions and medical care. The third
problem is that even if you decide what the optimal population for a
country should be—like 100 million for Japan—a low fertility rate means
you are going to blow past that. When the population falls to 80 million,
as it is projected to do by 2065, you’ll be saying, “Whoa! How do you stop
this train?”
The Japanese government is already the most indebted in the
world. Maybe you thought Greece was mired in debt, but it’s only
Number Two on the charts. National debt is usually measured in terms
of percentage of Gross Domestic Product—the entire economic activity of
a country over one year. As of this writing, Greece’s debt is something
around 170% of its GDP, while Japan’s is roughly 220%.
(As with all numbers in this book, I am reluctant to get too specific,
because the values always come with complicated qualifiers and are
likely to change by the time you read this. You can Google for the latest.
Most of the time, I’m interested only in relative numbers, like “twice
GDP” or “far below replacement fertility.”)
Let’s take a minute to understand what it means to have a national
debt of 200% of GDP. This is roughly equivalent to you having credit
card debt twice as large as your annual salary. On the surface, you may
think, “That means I can pay it off in two years,” but this is a delusion. In
reality, you have to pay your own living expenses from your salary before
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you can do anything else. Then you have to pay the interest on your
existing debt. Only when these obligations are settled can you begin
paying down the principle. If you’re living from paycheck to paycheck, as
most countries seem to be doing, there’s simply no opportunity to pay
down the debt.
Percent of GDP may not be the best way to measure debt, since
most of GDP isn’t available to the government, which has to tax it to
make money. A more accurate measure is percent of government
revenue. That’s the total amount of money the central government takes
in every year through taxes. This is the government’s real “income” that
it uses to provide services, pay interest and—if anything is left—reduce
its principle. By this measure, Japan’s national debt is roughly 2400% of
its annual tax revenue. That’s like having credit card debt 24 times your
annual salary. What realistic chance do you have to pay it off or even
keep it from growing?
Debt reaches a nonnegotiable breaking point when the interest you
are paying on it exceeds your income after living expenses. At that point,
you can either reduce your living expenses—down to the point where
you’re not really living—or you can tack the interest onto your existing
debt. At that point, you’ve entered a terminal decline where your debt
can only grow. These are loans that can never be repaid.
Japan has other factors that only make matters worse. If
population is falling, GDP must also fall. Your country can’t have the
same level of total business activity if you don’t have as many people.
Your debt, however, doesn’t recognize this change. Debts incurred in the
past are not scalable according to your current financial situation. If GDP
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falls, your debt as a percentage of your income is going to rise, even if the
total value of the debt hasn’t changed.
Moreover, the remaining population of Japan is overwhelmingly
old, with the active workforce shrinking even faster than the total
population. Unlike most industrialized nations, Japan had no Baby
Boom after World War II. Instead it had a health boom that kept most
people alive well into their 80s. The celebrated longevity of the Japanese,
while a boon to them personally, is a curse on the government. The net
result is too many old people living off the state and not enough active
workers paying taxes.
Japan’s nominal debt of 220% of GDP is an underrepresentation of
its future obligations. It reflects only government bonds that have
already been issued. Japan’s obligations also include debts that haven’t
yet been realized but that we know are coming. An example is the people
who haven’t yet retired but who we know will retire and who will demand
their pensions and medical care.
Then there are unpredictable calamities that cost huge amounts of
government money. Japan was pushed over the 200% GDP threshold by
the 2011 Tōhoku earthquake and the Fukushima nuclear plant disaster
that followed. In times of crisis like this, no government can refuse to
rescue people. As long as there is capacity on your credit card, you’re
going to charge it to the max to try to protect your citizens and stabilize
the crisis.
Japan is the perfect laboratory for understanding one of the major
demographic/economic catastrophes looming worldwide: high
government debt coupled with a shrinking workforce. It is not the only
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country facing this problem, but it could be the purest example. Unlike
North America and Europe, Japan is highly resistant to immigration,
which might otherwise mitigate its population loss. It is an orderly,
civilized country with little unrest to complicate things. It is
technologically advanced, but even with their robots and bullet trains I
can’t conceive any technology that could solve Japan’s core problem of a
falling population. Sex with robots doesn’t make babies. The only way to
address Japan’s population decline is to somehow reverse all the factors
that led to the low birth rate, which we will see is a losing battle.
Although Japanese society is opposed to immigration, it’s young
people are not opposed to emigration. If you are an ambitious young
Japanese graduate with marketable skills, why wouldn’t you go where
your opportunities are best? Why would you stay in a country with a
stagnating economy, a Draconian work ethic and little hope for
advancement? The promise of greener pastures elsewhere further
depletes the population, but more importantly it drains the country of its
most precious human assets.
Today Japan is limping along, losing its social and economic
vibrance as its debts grow ever higher. This can’t persist as a permanent
state. Sooner or later something has to break. What form will the
collapse take? When will it strike? What will happen to the country when
it does? I can’t answer these questions. All I have is a layman’s
understanding of economics, which says that debt, to be marketable, has
to have a realistic prospect of being repaid. If the total proportional debt
load continues to increase, with no hope of repayment, eventually
investors will lose confidence and the debtor will have to have to default.
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What will happen when Japan starts defaulting on its debt? This is
a question for better brains than mine. If I flunked statistics I probably
wouldn’t do much better in an economics theory course, but here’s my
naïve hypothesis: If a country starts defaulting on just some of its debt,
investors will realize the rest of the debt is dubious and start demanding
higher interest rates. The country’s interest burden increases; the
interest payments get rolled onto the debt, and the death spiral
accelerates. I’m not sure what the endgame is, but I suspect the Yen will
eventually become worthless and the government will cease to function.
If young Japanese are reluctant to have babies now, they’ll be even
more reticent if the economy is in freefall. Giving birth in bad times just
doesn’t make sense. It may be essential to society in the long run but it’s
cruel to the child and a nightmare of worry for the parents.
Therein lies one of the great Catch-22’s of our Demographic Doom:
The more desperately a country needs babies, the less people want them.
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6. Nature Thwarted
Why don’t people want babies these days? Obviously, evolution
designed our species to reproduce or we wouldn’t be here. Procreation is
supposed to be every animal’s greatest drive apart from survival itself, so
why are so many humans opting out? Turns out, Nature has only two
main psychological tricks to coax us into procreating. Although these
impulses are deeply embedded in our brains—right down to the
amygdala—they have both been thwarted by modern technology.
One of those impulses is sexual attraction. Men and women are
drawn together by a deep-seated romantic drive that can overrule all
logic and common sense. (Trust me, I’ve been there.) Throughout most
of human history, this mechanism alone was sufficient to assure
procreation, but it has been effectively neutralized by birth control. Now
we can shag shamelessly, woo multiple partners and fret endlessly about
our “relationship” without the risk of babies getting in the way. The
mating drive hasn’t changed, but technology has changed the outcome:
no babies unless you deliberately choose to have them.
Nature’s second mechanism is more subtle: We love babies! We
love to hold them, talk to them and make funny faces at them. The urge
to care for small creatures is as fundamental to us as our sex drive.
Connect with someone else’s baby—You smile and they smile back.—and
pretty soon you want one of your own. Babies can be as addictive as
cocaine. Once you know these darling creatures exist, life without one
can seem empty and lonely. All logic aside, you just want one. When you
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wake up in the morning, you want to hear the pitter-patter of little feet.
How has modern technology solved that problem? They are called
“pets”. Emotionally, pets are substitute children. The allow us to exercise
our nurturing instincts at minimal cost. Unlike real children who
eventually grow older and become surly, pets never do. They always
remain at the perfect developmental age where we are the center of their
universe.
Dogs are the best example. They want to do what you do. They’re
always ready to play. They will wait for hours for you without
complaining, and when you come home at night they are ready to shower
you with unconditional love. Why would you bother with real children
who will ignore you or talk back when you can have a permanent child
who is always there for you?
Pets are a relatively recent invention. Although dogs and cats have
traveled with humans since the dawn of history, they were primarily
working animals, catching mice and guarding flocks. In the Middle Ages,
only the wealthy kept animals as pets—that is, feeding them without
demanding any labor from them. Among the masses, animals had to
earn their keep or it wasn’t worth the precious food to keep them alive.
Pets didn’t become emotional support animals for grown-ups until
modern times, because most adults were occupied by children and
grandchildren. Today, we expect hardly any real work from our pets
apart from barking at potential burglars. Their main job is to let us love
them.
Today, there are roughly 140 million domesticated dogs and cats in
the USA (according to the American Veterinary Medical Association),
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compared to about 74 million children under the age of 18. I wonder how
many children there would be if dogs and cats were illegal. With nothing
to care for, people might be driven to human children instead.
You probably know a childless couple who are focused on their
pets. They dote on them as their children, and much of their interaction
with each other refers to those precious kids. Pets are the glue that holds
their relationship together, just as children would be. I’m not saying pets
are wrong or people shouldn’t have them, but they are filling a niche that
might otherwise be occupied by human children. Pets satiate your
nurturing drive, so you may no longer feel the emotional need to raise a
real child.
The main difference between a pet and a child is a pet contributes
nothing to society or the future of humanity. You invest 10-15 years of
your life in this creature, then they die. You grieve over them as you
would a child, but they have left no impression on anyone but you. It is
an investment without any lasting reward.
Together, birth control and pets have depleted nature’s emotional
arsenal for assuring procreation. All we have left are more cerebral
processes, like analyzing whether it is right or whether you can afford it.
Confronted by the deliberate choice of whether to have children, you
debate, cogitate and weigh the pros and cons, all of which are bad for
fertility. You start thinking, “I know my society needs children, but why
should I be the one to make such a huge investment?”
Thinking is never an asset to procreation, because it gives you an
opportunity to talk yourself out of it.
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7. The Baby Boomer Bomb
The United States has a below-par fertility rate—something around
1.8—and it seems to be getting worse. However, America is also
historically attractive to talented immigrants. (I say “historically”
because I don’t know how the Trump era will change that.) Given the
political will, America can easily adjust its total population by turning the
immigrant spigot on or off. It is within America’s power to decide exactly
how big it wants its population to be and adjust the inflow accordingly.
That doesn’t mean America is in a healthy position right now. Like
Japan, America has a debt crisis. It is nowhere near as bad as Japan’s in
terms of GDP (over 220% for Japan vs. something around 80% for
America), but it is still unsustainable. America is big and irresponsible,
and anything that happens here has instantaneous ripple effects around
the globe.
As with Japan, GDP ratio is not the best measure of U.S. debt, since
most of GDP is not available to the government. A more realist measure
is the ratio of debt to tax income. By this measure, the U.S. government’s
debt is a least 6 times its annual Federal tax revenue (and as high as 9
times by some measures). That’s the equivalent of you having personal
credit card debt 6 times your annual salary. If your living expenses
regularly exceed your income—as the U.S. government’s do—you’re
adding substantially to that credit card balance every year. These are no
less dangerous circumstances for a government than they are for an
individual.
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At the time of this writing, the American government is in the
enviable and/or unenviable position of being able to borrow money from
investors of the world at ridiculously low interest rates, around 2.4% at
the time I write this. This is because the U.S. dollar is considered—at the
time of this writing—a haven currency. When things are going to hell in
other parts of the world, foreigners turn their wealth into U.S. treasury
notes for their perceived “safety”.
The current low interest rate is Faustian bargain because it’s like a
credit card company sending you courtesy checks that allow you to write
yourself a loan at a “low introductory rate”. For the first twelve months
they’ll charge you 0% interest. After that, the rate goes up to the standard
usury level of 20%. With that blank check sitting in front of you, you
think “Hey, free money!” You figure you’ll be able to pay it off before the
end of the 12-month period. The credit card companies, of course, are
betting you won’t, and they’re usually right.
The U.S. Congress isn’t much different from an impulsive
consumer. Faced with the choice of painful political decisions or using
their free money, members of Congress will just write themselves a check
on their credit card. Both Democrats and Republicans are guilty of this.
(The only difference between them is Republicans scream more loudly
when Democrats do it.) In our modern democracy, long before the
Trump era, the default solution to any difficult fiscal problem is “kicking
the can down the road” to be solved later, usually by adding to the
national debt today.
How long can these low interest rates go on? Don’t ask me. I can’t
even seem to find any consensus from real economists. Some of them
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seem to be saying, “Go ahead, spend as much as you want. Rates will
always be low, so it doesn’t matter how much debt the U.S. government
has.” Others are screaming, “We’re all going to die!”
Do you really believe interest rates can never rise? The highest
historical interest rate on 10-year treasury notes was over 15% in the
early 1980s. If debt is 6 times the total annual tax revenue, a 15% rate
would mean interest payments alone would absorb nearly the entire
budget of the Federal government. Since taxes also must be used for
other things—like defense, roads, Social Security payments and all the
other business of government—the actual breaking point is probably
much lower than 15%. I don’t know where that threshold lies or how
inflation changes the picture, but sooner or later you step off a cliff.
The current debt on the books, as alarming as it may be, is only the
visible tip of the iceberg. Every government also has “latent” debts. These
are social obligations that have not yet turned into debts although you
know they will. The biggest and most devastating of these in the U.S. is
medical and retirement benefits for the Baby Boomers.
They were born between 1946 and roughly 1964. GI’s came home
from the war, got married and started making babies in earnest. It
sounds kind of boring today, but there wasn’t much on television, and it
seemed like the thing to do at the time. The birth control revolution of
the 1960s brought an end to the maternity party, but the Baby Boomers
themselves didn’t go away. They formed a Baby Bulge in the US
population as they aged. As long as the Baby Boomers remained on
Earth, the US population continued to grow, even as fertility rates
plummeted.
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You can argue that America’s domination of the world stage in the
late 20th Century was fueled by the Baby Boomers. As they journeyed
through adulthood, they powered vast economic activity. They needed
homes, cars and washing machines, and they themselves supplied the
labor to build these things. They didn’t have many babies themselves, so
they had more time to work and more money to spend on material
things. From 1970s through the early 2000s, The Baby Boomers were
America’s greatest asset. Now, as they enter retirement, they’re its
greatest liability.
In the Baby Boomers’ early years, the U.S. government made
promises to them that seemed reasonable at the time. They would be
provided with a default pension system called Social Security that they
supposedly paid into every week through deductions in their paychecks.
They were also guaranteed free medical care from age 65 called
Medicare. America does not have free universal health care for all ages,
but it does provide nearly universal care during the single most
expensive period of life: the dying phase. Before old people die, they tend
to rack up huge medical bills, and these bills are getting bigger as
medical science improves. The medical-industrial complex is keeping
them alive longer (good) using ever move complex and expensive
treatments (bad). Once upon a time, people just got old and died; now
they may linger for years in a hospital bed at government expense.
Needless to say, the Federal government can no longer afford either
Social Security or Medicare. The notion of paying into a trust fund
turned out to be an illusion. The government pays for these benefits in
real-time from taxes paid by active workers. Even if the total population
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of the country remains unchanged, the ratio of workers paying taxes to
retirees collecting benefits is continuing to shrink, and the biggest shift is
happening right now, as the Baby Boomer retire. It’s obvious such a
system is unsustainable.
It is no great mystery that Social Security and Medicare are heading
toward insolvency, but that doesn’t mean anything can be done about it.
You can try to raise taxes on existing workers (or even—gasp!—on rich
people) but we all know how politically unpalatable that will be. There is
also a practical limit to how high taxes can be increased without
damaging the economic activity that underlies them. If the tax burden is
too high, you push jobs overseas or discourage people from working at
all. Alternatively, you can try reducing benefits to retirees or insist they
work longer before retiring. Good luck with that! Social Security is often
called the third rail of American politics. If you’re a politician and you
touch it, you die. Being a huge segment of the population who actually
vote, Baby Boomers are a sort of electoral mafia who are unlikely to
accept any reduction of their benefits. To hell with the future! If bad
things happen to the country, they won’t be around to see it.
The explosion of births from 1946 to 1964 is soon to be matched by
an epidemic of death over the next few decades. What a glorious time to
be a funeral director! As the Baby Boomers shuffle off this mortal coil,
they will cease to be a burden to the Social Security and Medicare
systems, but by then the damage will be done.
You can’t solve the retirement deficit by simply making more
babies, because babies don’t pay taxes and are almost as costly as old
people. In economic parlance, both children and retirees are
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“dependents.” They are a net drain on society’s resources. The ratio of
dependents to active workers paying taxes is called the dependency
ratio. One of the main drivers of the Social Security crisis is that the
dependency ratio is rising as the Baby Boomers retire, even as the total
population holds steady. There are nowhere near enough active workers
to support the dependents.
If we were to have another Baby Boom starting now (or more
precisely, nine months from now, which implies a big party tonight), it
would help nothing in the near term. In fact, it would be an unmitigated
disaster for the government because it would further engorge the
dependency ratio. All those children would need to be educated, which is
frightfully expensive. Meanwhile, tax revenue would go down because
their parents could take a deduction for their new children and would
have less time for money-making activities. Babies born now would
potentially help the economy only 20-30 years from now when they
reach the end of their education and start paying significant taxes. The
Baby Boomers will have broken the bank by then.
Another theoretical solution to the Baby Boomer crisis is for
America to throw open its doors to immigration, instead of restricting it
as now seems the trend. Selective immigration means you are taking in
talented adults who are ready to start working and paying taxes
immediately. Unfortunately, the number of skilled immigrants needed to
address the anticipated shortfalls is vast. I have heard it said that to
make Social Security solvent, America would need to rapidly admit as
many new immigrants as the current U.S. working population, which in
the current xenophobic political environment just ain’t gonna happen.
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It’s not just a matter of admitting workers but assimilating them into
your society and creating jobs for them without upsetting the citizens
who are already here. These are all slow processes, so there’s a practical
limit to how fast you can bring in immigrants.
If America can’t raise taxes or import sufficient immigrants to
support the deadbeat Baby Boomers, how is it going to pay for their huge
retirement and medical costs? Of course, it gets charged to the national
credit card, which at some point has to reach its limit.
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8. The Breaking Point
What is the maximum debt load the U.S. government can sustain?
100% of GDP? 200%? 800%? What will happen when it reaches that
breaking point? I don’t have an answer. My only conviction is that a limit
must exist. At a certain point, investors have to realize: “This paper is not
worth its face value.” When reality sets in, interest rates will skyrocket
and government will be unable to meet its interest payments. When even
one payment is missed, confidence in the U.S. government will collapse.
I’m not sure what will happen next, but there would no doubt be a
cascade of effects disastrous to the world economy.
The only alternative theory is that there is no limit. I call this the
Perpetual Motion Theory. The U.S. government can spend as much
borrowed money as it wants and will never have to pay the piper.
Intuitively, this is absurd. If it were true, we could eliminate taxes
altogether and the government could just use its credit card to pay for
everything. There are a lot of things I don’t understand about money, but
I’m pretty sure you can’t just create it out of thin air. That would be a
perpetual motion machine, and those schemes are always proven false in
the end.
We can hope that my pessimism about American politics is
unfounded. Maybe the people in power will finally find the courage to
effectively address the debt problem before the collapse becomes
unstoppable. We can always dream. Members of Congress could raise
taxes and cut popular programs. This would probably enrage voters and
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doom their own political careers, but they would do it for the good of the
country. They would accept significant pain right now to avoid an even
greater catastrophe down the road.
My heart wants to believe this will happen, but my brain knows it
won’t. Most voters have no vision for the future. They only respond to
their own discomfort right now. They look for simplistic solutions to
address their pain—like “Throw the bums out!” Consequently, the
leaders hired by these voters have no incentive to look ahead. If they
touch any of the many third rails of politics, they know they won’t be
reelected. The national debt, therefore, can only grow higher and higher
until something breaks.
When the broken thing breaks, there will be rush to try to fix it, but
by then it will be too late. When interest rates on Treasury notes move
from 2.4% to, say, 10%, you have already lost any hope of paying down
the principle. At that point the only question is whether the government
is going to choose to make its interest payments or sustain its services,
like defense and social security payments. One tool available to the
government is to print more money (or the equivalent) to pay its bills,
which is certain to ignite inflation. A whole generation of young
Americans has known only a world hardly any perceptible inflation,
where a dollar today buys pretty much what it did in 1990. How will their
outlook change when they need wads of cash to buy a Big Mac? Will they
be willing to invest in the future, or will they rush to safety? If they
retrench, and the rest of the world does, too, we’re in for a long, hard
winter.
What is the solution to the Social Security/Medicare crisis? What is

“Demographic Doom” (in progress) by Glenn-Campbell.com – Page 45 – November 23, 2017

.

the solution to U.S. government debt overall? How do we pay it down?
Plenty of political ideas have been floated, but they’ve all sunk without a
trace. Instead of offering my own idealistic suggestions, I’m going to give
it to you straight:
There is no solution.
Repeat: There is no solution.
In other words, the only realistic outcome is systemic collapse,
because the defects are so entrenched and American politics is so
crippled that no useful solutions can be reached. We just have to ride the
roller coaster wherever it goes.
I propose that U.S. government debt has already passed the point
of no return. Even if the political will could be found to start paying
down the principle, it’s already too late to do so. It’s like looking at your
credit card bills and realizing the interest payments alone are greater
than your available income. At the low interest rates at the time of this
writing, we are not yet close to that point, but it would take only a
modest rise in rates to make it true, and at that point it would be too late
to take action.
From now on, the national debt can only grow to its natural
breaking point. Barring perpetual motion, a cataclysmic crash will be
inevitable.
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9. Non-Demographic Crises
Demography doesn’t kill anyone directly. Instead, population
trends interact with other issues to make them better or worse. It’s these
other processes that do the killing. Dysfunctional demographics can
destabilize a political system, unleash a famine or induce an economic
boom that leads to a bust. The weapons of our destruction may be varied,
but population patterns provide much of the energy to power them.
As I see it, the non-demographic crises of the world fall into six
broad categories: medical, environmental, economic, political,
technological and regulatory. Humanity has a lot of other concerns, but
these are the six threat classes that might jeopardize our species’
existence. Most of these global issues are complex and interrelated,
without a single cause and no simple solutions. Lurking in the
background are dysfunctional demographics, making the problems
worse while also being affected by the problems.
An example of a medical crisis is an epidemic that sweeps through
a country and kills a lot of people. AIDS is the latest major example. The
proximal cause of this plague may be a recently mutated virus, but the
virus’ ability to spread is affected by the density of the country’s
population (demographic), the poverty of its citizens (economic) and the
ability of the government to implement a response (political). After the
epidemic has passed, it will have the lasting demographic effect of having
reduced the total population or increased the number of invalids or
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orphans.
I consider a zombie invasion to be a medical crisis, on account of
the virus, but it’s also going to have grave demographic and economic
effects as those zombies leave the workforce and stop paying taxes.
A famine is often an environmental crisis, at least on the surface.
The rains don’t come so the harvest fails and people die, but the calamity
might not have been so severe if the country wasn’t engaged in a civil war
(political), didn’t have so many people living off the land (demographic)
or if global warming hadn’t changes rain patterns. Climate change is an
obvious environmental crisis. It is the long-term product of both
technology and population, and it could affect both country’s economy
and its demographic profile.
I consider earthquakes, asteroid strikes and alien invasions to be
environmental catastrophes. They are among the few that humans didn’t
cause or aggravate. I call an alien invasion environmental precisely
because it is beyond our control. Given their vastly superior technology,
any notion of putting up a fight is absurd. Like climate change in the
present day, there’s little we do but adapt to whatever changes the aliens
impose on us.
A typical economic problem is a market crash, where prices of
stocks, commodities or debt collapse and the effects ripple through the
rest of the economy. Poverty and income inequality are also economic
problems. Economic problems are profoundly affected by both
demography and politics. Poverty, for example, is often the result of
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having too many people in a region with too few resources, but it can also
be caused by too few people in a region relatively rich in resources,
because you don’t have the labor to exploit them. Local politics are
important because political leaders set the policies by which the surface
economy operates. Those rules have to be realistically workable, or the
economy goes underground where it can’t be controlled at all.
Economics can kill people by starving them to death. As a lesser
effect, it can make them miserable, to the point where they are pushed
toward revolution. Young people might take up arms, but older citizens
tend to be more passive-aggressive. They vote for Brexit, Chavez or
Trump.
Examples of political problems are a civil war (Congo), a
democracy mutating into a dictatorship (Turkey) and a legislature that is
so polarized it can’t get anything done (USA). Politics are a product of
the personalities and interactions of leaders, and one powerful leader can
make a huge difference, for better or worse. Both demographics and
economics can play a profound role in placing this leader in power and
giving them the tools to work with. When conflicts between leaders
escalate, they become wars between nations, which are capable of killing
a large swath of the human population.
Politics control laws and their enforcement. Bad politics leads to
bad laws and endemic corruption. Politicians can be bought with satchels
of cash or campaign contributions. When this happens, the short-term
interests of the paying group are put ahead of the long-term interests of
the country.

“Demographic Doom” (in progress) by Glenn-Campbell.com – Page 49 – November 23, 2017

.

A technological problem is when the machines, science or
software we created to improve our lives turn around and bite us.
Someday the robots we invent could turn us into their slaves, but there is
plenty of current technology to be wary of. The internal combustion
engine is one of these double-edged swords: a labor-saving device that
spews carbon into the air. Albert Einstein gave us a theory that deepened
our understanding of the universe, but it also led to nuclear weapons.
Facebook connected us with friends but also divided us into tribes who
see only the news they want to see. We are usually enthralled by every
new invention and discovery, thinking it will lead to an amazing new age.
Only later do we grasp its costs.
We love new technology because it solves problems. A task that
once took three hours now takes three minutes. It is hard to argue with
such a gift, which makes it a sort of Trojan Horse. No one knows what
might jump out of the horse once we have brought it into our castle.
The final class of world threat is more subtle than the others. I call
them regulatory issues, or “The Tyranny of Rules.” You may not be
ready for this one, so I need to describe it in detail.
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10. The Tyranny of Rules
Human societies run on rules. These can be written laws, unwritten
customs or longstanding agreements between groups. Most rules are
established as a good-faith effort to solve problems, but once they have
been written, they take on a life of their own and can sometimes cause as
much damage as the issues they were intended to fix. Over time, any
country or industry accumulates more and more rules, one built upon
another, until you can’t do anything without running into them. Rules
can be a straitjacket the prevent us from getting things done.
Rules are different than politics, because politics takes place in the
present while rules may have been established long ago by people who
are dead and forgotten. Imperfect negotiations went into making the
rules, but once they are on the books and people start building their lives
around them, they become set in concrete. It usually takes enormous
political energy to change an existing rule. If your government is
dysfunctional and the forces supporting the rule are entrenched, it is
possible the rule can never be changed, even if it means the collapse of
your society.
One example is Social Security. Once upon a time, old people were
taken care of by their children and grandchildren. Family was the main
retirement plan, which was one incentive for people to have a lot of
children. When flaws appeared in that plan and many old people were
abandoned, the U.S. government stepped in with a replacement. A
Federal pension system was established that workers paid into in their
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working years and drew upon after retirement. Decades later, this good
idea into a bad idea as the proportion of old people swelled, but once the
program was established, it became extremely difficult to change.
It’s easy complain, in retrospect, that the Social Security system
should have never been created or that contraception should have never
been legalized or that women should have never been allowed to work
outside the home, but we can’t turn back the clock. Society has built itself
around these new rules and isn’t going to accept any reversal. Any
entitlement or freedom, once established, is almost impossible to retract,
at least by legislation. Like a spider’s web, a network of rules has been
built around the benefit. Touch any part of the web and it shakes the
whole structure and brings an angry spider your way.
We can say the Roman Empire was brought down by its rules.
Invading new lands was always fun and profitable, because you could
raid the local treasuries and send the booty back to Rome. Once the party
was over, however, you were left with the problem of how to control and
administer this vast empire. Rome rose to the challenge by creating
complex administrative structures that got increasingly ornate with time:
garrisons, magistrates, provinces, a road system, a bureaucracy to
maintain the road system…. With each new layer of rules, created for
good reason, the cost of running the empire grew higher and higher.
Since local treasuries had already been raided, Rome could only pay for
this ever-growing structure through higher taxes, usually in the form of
grain paid by farmers. As the tax burdens became more onerous, farmers
stopped working the land (or simple died of starvation) and the system
started disintegrating.
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It’s easy to say, “We should go back to the way things were,” but
such regression is prevented by the rules and the people invested in
them. It’s not in the personal interest of Social Security recipients or
Roman administrators to give up their comfortable positions, so nothing
is likely to change.
What happens then? You guessed it: The whole structure has to
fall. When a system of rules becomes so entrenched that it can’t adapt to
changing times, catastrophic collapse is the only possible outcome.
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11. Post-Apocalyptic Wasteland
If the U.S. government were to default on its debt, it would not be
an isolated incident. America would probably take the rest of the world
down with it. I have no grasp of what this collapse would look like. I
don’t think anyone does, because it will be a first-of-its-kind event. Even
during the Great Depression, the “full faith and credit” of the U.S.
government didn’t seem in doubt. Several Latin American countries have
taken the road to default and somehow survived, but America is the
biggest kid on the block. The scale of an American default means no
other country in the world would be able shrug it off or contain the
contagion. There would have to be a domino effect, even if we can’t
predict exactly what the dominos will be or how they will fall.
What will the post-default world look like? The main images in my
head come from dystopian science fiction. Imagine a Mad Max postapocalyptic wasteland where warring tribes fight for scarce resources and
there’s no government apart from your local villainous warlord. This
world is a place of desperation, brutality and chaos with no happiness in
sight.
Actually, you don’t have to imagine it. Just take a trip to Venezuela.
On second thought, don’t take a take a trip there because you might not
come out alive. There are food riots in Venezuela—real honest-to-God
food riots. In what was once the richest country in Latin America,
formerly middle class people are scrambling just to feed themselves.
Venezuela didn’t reach its unhappy state through a debt crisis,
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although it certainly has one today. Venezuela was the victim of
populism. That’s when stupid voters fall for a simplistic plan offered by a
charismatic leader. Even though Venezuela was once rich overall, it has
always had a wealth disparity problem. I visited Caracas in the late
1980s, when things were relatively good, and I marveled at the hillside
slums. The people up there were clearly hurting, and they looked down
every day on the glittering wealth in the valley below. When a politician
named Hugo Chavez offered them an easy solution to their problems,
they fell for it.
Chavez had simple plan: rob from the rich and give to the poor. It
sounded good in fiery speeches. Although the rich were very rich, there
were a lot more poor people casting their votes. The downtrodden won
the election for Chavez, and he put his plan into action. It was essentially
a bad rerun of Communism where industries were nationalized and
assets of the rich were seized. Soon Chavez had sabotaged everything
that made the rich people rich and there was nothing left to steal.
Venezuela illustrates what happens when populations are
economically stressed. Unhappy voters tend to make radical choices
based on shallow sales pitches. Although he is no Communist, Donald
Trump can be seen as another form of Chavez. Certain segments of the
U.S. population are clearing hurting—like rural white folks. Given the
choice between a conventional politician who can only promise what is
realistically possible and a slick salesman who threatens to “shake things
up”, frustrated voters are likely to fall for the radical outsider. “It’s worth
a shot,” they say, thinking they have nothing to lose.
Poor suckers. They don’t see that things can always get worse. You
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just have to throw away decency and convention and elect an “outsider.”
Although I haven’t dared return to Venezuela in the post-revolution
years, it looks from press reports to be as close to Mad Max as you can
get. The government, although still clinging to power as of this writing, is
as ineffectual as they come. It can’t maintain the roads or protect its
citizens. The streets are ruled by crime, with some of the highest murder
and kidnapping rates in the world. Inflation is astronomical, to the point
where you need satchels full of cash to buy lunch, if you can find any at
all.
Is Venezuela the future of America? I don’t know. All I can say is we
have plenty of models on this planet for how bad things can get when an
economy goes bad and voters fall for demagogues. We don’t have to look
to dystopian science fiction because the dystopias are already here.
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12. China and the One-Child Policy
So if America is destined to fail under its unsupportable debt, what
country will take its place as the world’s de facto leader? How about
China?
China doesn’t seem to have a public debt problem. On paper, its
government debt is only about 20% of GDP, which sounds optimal. A
certain amount of debt is healthy and normal. For example, if the
government builds a major dam, it might amortize the huge cost by
issuing bonds that spread the expense over the next 20 years. Even rich
Norway, with a huge sovereign wealth fund, has a government debt load
of about 35% of GDP.
China has been a big holder of U.S. government bonds. This has led
many Americans to worry that China is taking over their country and the
world. China is currently the second-largest economy in the world after
the U.S. and it seems poised to take the Number One spot. Does the 21st
Century belong to China?
I say nay. Look below the surface and you see a lot things out of
kilter in China. There are those vast “ghost cities” of empty
condominiums, built on the assumption they are worthwhile investments
even if they are never occupied. Few Western experts doubt China has a
vast real estate bubble, which hasn’t yet burst at the time of this writing.
When it pops, China may or may not recover, but there’s another crisis it
can’t recover from, at least in this century.
In the long run, China is facing the same depopulation bomb as
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Japan. Although the population is still growing, it is also rapidly aging,
and the relative number of children is alarmingly low. Although China
may be a few years behind the rest of the world in population loss, the
downward side of the roller coaster looms ahead.
In 1979, China initiated its One-Child Policy which limited urban
couples to one child between them. It made sense at the time, because
the population seemed to be exploding. If you want to correct one excess
it may seem reasonable to pull out the stops and push hard in the other
direction. The policy was brutally enforced, sometimes with forced
abortions and sterilizations, and it was highly effective. The national
fertility rate never got down to 1.0, because rural couples and certain
ethnic groups were allowed two children, but in the cities one child
became the norm. China fell below replacement fertility of 2.1 around
1993, and today its fertility seems stuck in a range between 1.4 to 1.6.
China had its own version of the Baby Boom, but it was longer,
later and more intense than America’s. Fertility peaked at 6.4 babies per
woman around 1966, compared to 3.7 in America a few years earlier.
China’s Baby Boom provided its one great advantage on the world
economic stage: a seemingly endless supply of cheap labor.
So what happens when that endless supply begins to dry up? Who
is going to man the sweatshops to make the goods the rest of the world
consumes and throws away? Inevitably, competition for labor will drive
up wages, as it is already beginning to do. This is good for wage earners
but bad for Chinese industry, because it will lose its competitive
advantage. Many low-end jobs have already moved to India, Bangladesh,
Pakistan and even Africa, where the bountiful supply of cheap labor
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persists.
China is trying to reposition itself as a high-tech powerhouse,
actively innovating instead of just stamping out other people’s designs.
This effort has been successful by one important gauge: The number of
patent applications by Chinese entities now exceeds the number by
Americans. This is seen as a measure of innovation within the country,
suggesting China is gaining an edge over America.
But even tech has limitations. It relies on educated workers, who
may soon be dwindling as fast as sweatshop labor. If fewer children are
born every year, this will eventually mean fewer young people passing
through university and taking advanced degrees. When these young
people graduate, often from American universities, they can go to work
for Chinese companies, or they can move on greener pastures. There are
plenty of engineers, scientists and skilled technology workers born in
China who are now working in Europe and North America, and unless
the Chinese government explicitly bars them from leaving (and attending
overseas universities) they will continue to be drawn to the freedoms and
higher pay in Western countries.
In the other direction, there are very few engineers born in Europe
and North America working in China, and those who are don’t intend to
stay. In fact, the Chinese government bans most permanent
immigration. America can always open the immigration spigot to
address any population or talent shortage, but China has no such relief
valve. Even if the government were to change course and welcome
immigrants, it is doubtful that any but the desperate would want to
come. The simple problem of learning the Chinese language is almost
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insurmountable for anyone not born of Chinese parents. China is also
huge—about 1.4 billion compared to 325 million for America—so any
impact by immigration, even if welcomed, would be negligible.
Contrast this with Singapore, a tiny island nation of south of China.
Singapore’s fertility rate is among the lowest in the world: something like
1.0 babies per woman, even worse than China’s. Singapore, however,
welcomes immigrants, and because it is tiny, immigrants can pretty
much solve all of Singapore’s demographic problems. Most business is
conducted in English, which most trained professionals speak anyway.
Singapore’s patriarchy desperately wants more native sons and
daughters, but their incentive programs have had little success. In lieu of
that, Singapore can skim off the best talent from India, Malaysia and,
yes, China.
China’s reproductive situation is worse than the current fertility
rate suggests. For cultural reasons I can’t fathom, boys are preferred over
girls, so selective abortion is common. Roughly 118 boys are born for
every 100 girls, which means the effective fertility rate is a couple points
lower than the official figure if you expect as many girls as boys. This is
important, of course, because only girls can ultimately produce babies.
China’s population has nearly reached its peak and is primed for
the downward fall, but it won’t plunge right away. Exponential
depopulation will not occur until the last Baby Boom generation—born
around the 1960s—starts to die off. In the meantime, China’s population,
like every other in the developed world, is rapidly aging. The proportion
of old people is increasing relative to young people, even as the total
population remains static. If “children are the future,” the future looks
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grim indeed.
You’d think China would do something about this. In a government
of central planners and number crunchers, can’t anyone see what is
happening? Of course they can, and they’re taking action. In 2016, the
government formally replaced the One-Child Policy with a Two-Child
Policy. Now every couple is allowed two children. Unfortunately, this
change seems to have had little practical effect on fertility.
There are several problems with the Two-Child Policy. One is
simple math. Even if every woman in China could be forced to have her
full quota, that would be a fertility rate of only 2.0, not the 2.1 required
for long-term survival. In the long run, 2.0 will age and liquidate your
population just as surely as 1.5, only more slowly.
And even a fertility rate of a perfect 2.1 would do little to alleviate
the short-term depopulation looming on the horizon. When the Chinese
Baby Boom generation of the 1960s starts to die, the population will drop
precipitously, regardless of the fertility rate today. There’s simply no
negotiation. Demographic momentum implies a decades-long lag
between any birth rate changes and their effects. An ideal fertility rate of
2.1 won’t stabilize the population until the extreme highs and lows of
previous generations have passed through the pipeline, some seventy
years from now.
Beyond mathematics, you have human nature. Simply “allowing”
women to have two children is no guarantee they will have them. Many,
if not most, will simply choose not to. Nearly all women of childbearing
age today grew up under the One-Child system. It is the norm to them.
Two children may seem unnatural and frankly too much work. Once you
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have experienced the joy of parenthood, why would you want to repeat
the same exercise?
For 3-1/2 decades, the Chinese government educated, threatened
and coerced Chinese women into not having children, and their mind
control efforts were amazingly successful. Now women don’t want them.
Reversing the trend is far more difficult. As a non-democratic regime, the
Chinese government has unlimited power to implement policy and
generate propaganda, but all the policy and propaganda in the world
can’t make people to take actions against their own self-interest.
This brings us to the second great Catch-22 of our Demographic
Doom: While you can force people to not have children, you can’t force
them to have them.
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13. Reasons not have Babies
If our sexual and nurturing instincts are compromised by
contraception and pets, we must rely on our brain to tell us to have
babies. We need to find cognitive reasons for doing it, and frankly there
aren’t many. Maybe you feel responsible for sustaining your culture, or
maybe you think God, through His scriptures, has ordered you to
reproduce. In both rational and religious philosophies, it can be said that
our highest calling is assuring the health of the world we leave behind.
However, if you pursue this line of reasoning, you must then decide
whether having children is not just good, but the best thing you can do
with your limited resources. Is bearing children a better service to God
and country than, say, working for the well-being of children who are
already here? It’s hard to do both, because any time and energy you
devote to one can’t be used for the other.
On the other side, there are countless sound reasons for not having
children. I could write a whole book on that topic (and have seriously
considered it). The main reasons to refrain from childbirth are the
enormous risks, the high costs and the daunting moral jeopardy it places
you in. Rather than reproduce the whole book here, let me briefly
summarize each of those points.

The Risks
There are a million things that can go wrong during childbirth or
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later in childhood that could turn your life as parent into a living hell.
Birth defects, crippling accidents, debilitating diseases, delinquency,
drug abuse… the list goes on. Since you chose to bring this child into the
world, you are 100% responsible for anything that happens to them—
until adulthood but often far beyond. Your liability is virtually
unlimited. Every asset you own and every ounce of your future freedom
could be at risk if the child you brought into the world turns out to have a
serious disability.
Childbirth is a sort of Frankenstein experiment where you take
genes from the mother and genes from the father, mix them up and see
what happens. It is possible you’ll get an Einstein or a Beethoven, but it
is far more likely that something will go badly wrong. Random mutations
are a natural side-effect of this form of reproduction, and far more of
these experiments are bad than good. It takes only a minor malfunction
in the womb or a defect in single gene to generate a lifelong disability.
When this happens, the child’s life turns to hell and the parent becomes a
prisoner. You don’t hear about these tragedies much because these
families tend to drop off the radar. The parents stop interacting as much
with the outside world because all their energies are focused on saving
their child and keeping their head above water.
Having a child is like playing Russian Roulette or jumping out of an
airplane with an uninspected parachute. Things will probably be okay,
but do you really want to take the chance that they won’t be?
Even if the child is born healthy, the risks are still enormous. The
early years are marked by constant parental vigilance. You’re always on
alert to make sure your toddler doesn’t wander into traffic. In later years,
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your immediate vigilance relaxes as the child takes more responsibility
for their own safety. This can be no less terrifying because you know your
Precious is testing limits outside your view and doesn’t yet have the
maturity to know where to stop. Constant vigilance is replaced by
sleepless nights. Will your offspring maim themselves in car accident?
Take a headlong dive into a shallow swimming pool? Test out drugs you
never knew existed? Short of locking them in the basement, you just
don’t know.
You wouldn’t engage in a recreational activity that had a 10%
chance of maiming or killing someone you care about, but the odds when
bearing and raising children aren’t much better. When you add up all the
risks—in the womb and for the next 20 years—the chances of something
seriously going wrong are significant, and the risk is not just to you. Your
child will suffer, and that suffering would never have happened had you
not brought them to life.
Before the child is born, parents dream of creating a pliant little
Mini-Me who worships them and carries on their values and traditions,
but this creature soon has his own ideas. He may reject your values just
because he can. All your hard-won life experience may prove useless,
because he has to make his own decisions and his own mistakes. His
mistakes become your mistakes because you’re the one who has to rescue
him. In no other human relationship are you more responsible for
another person’s bad choices.
All the potential risks, added up, would tell any rational agent:
“This is not a good idea.”
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The Costs
It is often said that raising a child in an average American family
costs the parents about one million dollars. That is the actual money
spent on the child over 20+ years plus the loss of income of the primary
caregiver. You can argue about whether that figure is too low or too high,
but it’s clear that parenting is incredibly expensive in purely monetary
terms. For practical purposes, every child is a million-dollar baby.
The financial costs don’t include your intangible loss of freedom.
You can’t take vacations like you once could, and your career choices will
probably be guided more by what is safe than what is satisfying. Once
you have a child, their well-being is your Number One priority, which
may mean setting aside your own aspirations for the majority of your
adulthood.
When you quit your job to raise a child, you lose out in many ways.
First, you lose the income. Second, you lose the potential for
advancement. No matter how you cut it, stepping away from your
industry for a few years is likely to set back your career. Third, you are
losing eventual retirement benefits, because you are not paying into
Social Security or a pension plan while you are not working.
This last cost is especially ironic. In bearing and raising a milliondollar child, you are producing an asset for society who will grow up to
pay taxes—perhaps a million dollars in taxes over their lifetime that
wouldn’t have been paid had they never lived. Part of these taxes will pay
for the Social Security benefits for people your age when you retire
(assuming the system is still functionging), but you will receive a lower
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payment than someone who didn’t have children and worked the whole
time. In other words, you are spending a million dollars, losing income,
foregoing professional opportunities and sacrificing untold personal
freedoms to produce a valuable asset for a future society that pays you
nothing for this service. Furthermore, this society will penalize you for
your good deed by giving you a lower retirement income.
Parenthood wasn’t always a financial disaster. Throughout most of
human history, children had concrete economic benefit for the parents.
As soon as they could walk and talk, they were put to work to serve the
family enterprise. If you lived on a farm and had nine children, they were
your staff. Children also served their parents by providing a default
retirement plan. You knew that if you had a lot of children you would be
taken care of in your old age.
Today, none of that holds. We rarely get any useful work out of our
children (apart from grudgingly taking out the trash) and you’re lucky if
your adult offspring even visit you in your old age. Most of the benefits of
your million-dollar investment go to society at large, which offers
virtually no compensation.
If economics teaches us anything it’s that you can’t get people to
sustain a behavior if the numbers don’t add up for them. Throughout
most of human history, the numbers did add up: Children promised you
an indentured labor force and a secure retirement. Today, childbirth is a
road to financial ruin, where other people reap the rewards of your labor
while you, the parent, are left with little more than sentimental
memories.
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Morality
People who are already committed to parenthood often regard
childless couples as selfish and narcissistic. They see them living a
carefree life with endless vacations, plenty of free time and lots of cool
new stuff, and they say, “That’s not responsibility.” People who decline to
have children seem vaguely immoral to them.
But the same can also be said in the other direction. Having a child
can appear selfish and narcissistic to those who don’t have them. What
makes someone think you have the wisdom and maturity to bring a new
life into the world? Do they think they are God? To the childless, having a
child can seem like the most arrogant and irresponsible act. Why would
you take all the risks mentioned about, and how could you impose those
risks on an innocent child?
It could be seen as immoral to bring a child into a corrupt society
that you believe will not treat them well. If a couple was unemployed,
with an uncertain future, it would seem the height of irresponsibility to
have a child. The same would apply if you are employed right now but
are unsure how long your employment will last. It seems unfair to the
child to bring them into such uncertainty.
Which is more important: responsibility to future society or
responsibility to your future child? Most parents are going to say their
child comes first. Therefore, it is not selfish or narcissistic to deliberately
defer bringing a child into a world if you feel the world is too dangerous.
In earlier time, you had no real choice, but now that you do have the
choice, morality says you must project ahead and analyze the
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implications. This can become an impossible conundrum, because every
risk seems too great compared to the no-child alternative.
When you choose to bear a child, you are creating a new
responsibility that did not exist until you deliberately made it. It is like
digging a hole only to spend the rest of your life filling it up again: It is
unclear, in the end, whether you have really improved the world. Think
of all the orphaned and neglected children already here who are in need
of parental care. For you to have a new child when all these other
children are so desperate seems like a slap in the face to them.
Of course, if everyone thought this way, no one would have babies.
All the neglected children would be cared for but humanity would
extinguish itself for lack of new births. I’m not saying childbirth is
immoral; I’m only saying that conscience and morality don’t necessarily
lead you to parenthood. They can lead you to a lot of different options
depending on your circumstances and your mindset.
You probably wouldn’t want to have children if you believe, as I do,
that the world is heading for a massive financial crash. Who would want
to bring a child into such a terrible mess?
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14. The Religious Solution
To religious fundamentalists, the obvious solution to the world’s
birth dearth is a return to “traditional family values.” Let’s make
abortion, birth control, homosexuality and divorce illegal. We’ll stamp
out sex outside of marriage and allow it to take place only in the context
of attempted baby making. Women will be put back in the kitchen where
they belong, and religion will be restored to its rightful place as the main
regulator of human behavior. People will be instructed, on the promise of
heavenly reward, to “go forth and multiply.”
In other words, let’s go back to a mythical earlier age and take away
people’s option to not have children.
As a matter of government policy, I can’t imagine how you would
pull all of this off in the modern world, even if conservative Christians or
Muslims won every elective office. The methods of contraception are now
so varied and inexpensive that you can’t possibly stamp them all out. (If
a couple is stranded on a desert island without even a condom, there’s
always oral sex, which is 100% effective in preventing pregnancy.) The
countries on our planet closest to a perfect theocracy are probably Iran
and Saudi Arabia, but even there the fertility rate has already crossed the
2.1 threshold, heading down.
But let’s say you could make it happen, forcing every woman to
have as many children as she is physically capable of, starting now.
Would it solve the developed world’s demographic problems?
No, it would make those problems worse. In the short term, you’d
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have a dependency crisis. At the same time old people are overloading
the medical and pension system, new children would be burdening the
education system, squeezing the limited number of tax-paying workers.
And if this baby-making scheme were ultimately successful, you’d
be right back to a population explosion again. The only way a theocratic
solution could work is if the oppression was carefully measured to
achieve exactly the optimal 2.1 fertility rate. For example, you could ban
abortion and some kinds of birth control but not all. Thanks to
demographic momentum, you would have to maintain this balance for
roughly seven decades before the population stabilized.
Theocracies have never been able to show this kind of restraint.
Instead they tend to go for an absolutist interpretation of whatever
ancient Holy Book they are following. Churches don’t have central
planning departments where they carefully think through the
demographic implications of their edicts and adjusting them according
to the results. (Can you imagine the Vatican having such a department?)
Instead, theocracies tend to be ruled by charismatic leaders who
announce without compromise what God has decreed, to hell with the
consequences.
My biggest argument with the conservative pro-family agenda is
that it is rarely “pro.” It is mostly “anti.” At least in America, “pro-family”
means anti-abortion, anti-birth control, anti-divorce, antihomosexuality, anti-premarital-sex and anti-public-education. In other
words, they want to block all avenues for baby-making outside of
“natural marriage.” Even if this could all be implemented, I question
whether it could really overcome the huge disincentives to baby-making
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outlined in the previous chapter. Intelligent and responsible couples will
always find ways to avoid babies, which leaves the less intelligent and
less responsible. If you deny an unwed mother an abortion, you are
forcing a child to be born into wretched circumstances. If the mother has
no partner, no reliable income and no support from the government, that
could hardly be seen as “pro-family.”
What you rarely hear from religious conservatives, at least in
America, is having the government spend more money to create a familyfriendly environment after birth. The government could mitigate many
of the risks of raising children and compensate couples for some of their
financial losses. It could, for example, provide free daycare so parents
didn’t have to give up their careers. If a child is born with a serious
lifelong defect, government institutions could take over their care at no
cost to the parents. Cities could be redesigned to be more child-friendly
and public education could be vastly improved. Higher education and
vocational education would be free to anyone who passed the entrance
exams, because graduates will be paying higher taxes and providing
other benefits to society to compensate for the cost of their education. All
of these things would be a true “pro-family” agenda.
This approach is anathema to American conservatives because it
implies higher taxes and greater intrusions by the government into
people’s personal lives, both of which the Christian God has apparently
forbidden. Their only solution is to try to ban things—criminalizing
certain sex-related activities and reducing personal freedom. Even if they
were to have a change of heart and support spending money on living
children, it is doubtful any such plans could be implemented at this point
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in history, when deficits are endemic and government debt is
unsustainable already.
But even without any change in current law, religion does provide a
solution of sorts. Regardless of their faith, religious couples tend to be
more prolific in their baby making than non-religious ones. Every
traditional religion instructs its members to “go forth and multiply,”
because that’s the main way they make new converts. This raises the
prospect of a theocracy-by-default, if only because religious families are
more fecund.
If religious families proliferate and secular citizens abstain, will our
secular values of science, logic and rule of law fade away as well?
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15. Rewards and Punishments
Apart from banning birth control and returning to religion, what
other options do governments have for restoring a sustainable birth rate?
There are number of theoretical approaches, falling into four broad
categories: reward, punishment, propaganda and cost distribution.
I introduced the cost distribution option in the last chapter.
That’s where governments spend more money to improve the whole
environment for raising children. The enormous costs and risks of
parenting would be mitigated by a network of free support programs
funded by higher taxes. Demographers sometimes refer to this as the
Swedish model since Sweden and the other Scandinavian countries are
the most notable practitioners of this form of quasi-socialism. They have
cultures and economies that are built around their welfare states, which
is why when you go to Stockholm you’re paying $10 for a Big Mac.
The success of these countries in encouraging parenthood is mixed.
The fertility rates for the Scandinavian countries are generally better
than the rest of Europe but still below the 2.1 break-even point. It is
possible the Swedish model will eventually work for Sweden, but it is
hard to imagine any other county implementing any socialism than they
already have. Government debts are too high and politics are too
dysfunctional to support any long-term investments in new government
services.
Instead, some government are trying to bribe or coerce people into
having children through direct rewards or punishments, which are
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ultimately cheaper than social services. For example, you could levy an
extra tax on men and woman of childbearing age who do not have
children. Likewise, you could try to reward them with a cash payment or
tax credit for every child they bring into the world.
Think about it, though. The cost of raising children is huge. It could
be seen as the practical equivalent of losing half your salary. (You have
only half the freedom you once had and can do only half the things you
once could.) If you start viewing children in purely monetary terms,
nothing the government can offer or threaten makes up for the financial
loss. Faced with a modest fine for not having children, any rational
accountant would simply pay the fine and remain free.
Likewise, it is hard to imagine any responsible couple saying, “We
want to have a child now because we’ll get a tax credit later.” The
decision to have a child is more emotional than rational. If the
government tries to inject money into the debate, it is just encouraging
people to see the decision on purely rational terms. Intelligent couples
add up the costs and realize anything they receive from the government
is trivial.
Reward plans have been tried by some governments, but there’s
little evidence of success. The Russian government now offers couples a
one-time cash bonus of about $9000 for every child they have after the
first. Couples who are having a second child anyway are happy to accept
the payment, but it isn’t clear it changes the minds of people who have
already decided to stop at one. It certainly doesn’t encourage people
without children to have them, because there is no bonus for first
children. Russia’s “baby bonus” has been around for over a decade, but
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the fertility rate hasn’t risen above an anemic 1.6. The Russian
government isn’t rolling in money right now, given that it has a corrupt
oligarch class to support, but it isn’t clear any amount of money would
change people’s minds.
And if a cash payment did change people’s minds, you’d begin to
worry. What kind of parents are we encouraging here? Are we appealing
to caring, responsible ones who will raise good citizens, or are we
attracting the Philistines who only want the payment and will neglect the
children thereafter? A one-time payment does nothing to encourage a
good upbringing, which is what society really wants.
You can use bribes, threats and coercion to encourage people to not
have children—China was highly successful in that regard in its OneChild Policy.—but the same techniques are less effective in the opposite
direction. It is easier to force people to not do something than force them
to do it. To get people to refrain from something, you just attach a lot of
penalties to that activity. To get them to do the same thing, it is hard to
find anything to attach the penalties to. You can prevent people from
swimming in a lake by fining them if they do, but you can’t make them
swim in the lake if they don’t want to. Instead, you are forced to take a
more subtle approach where you try to make the thing you want people
to do more attractive.
Which brings us to propaganda.
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16. Propaganda
Another approach of some governments is to send out messages
encouraging people to have more children. These messages might take
the form of advertising or indoctrination in schools. For example, the
Soviet Union, decimated by World War II, embarked after the war on a
propaganda campaign to encourage motherhood. It was portrayed as the
patriotic thing to do. (Google “Soviet motherhood posters” for some
examples.) In schools, students were taught the important role of
parenthood, encouraging boys to get married early and preparing girls
for their destiny as baby factories.
It is hard to know whether this propaganda was successful. The
fertility rate did rise after the war, but it’s impossible to test whether
propaganda had a role (since there was no propaganda-free Soviet Union
to compare it to). The Soviet people were prisoners, with no sources of
information apart from government messages, so they might have
believed them more than we would today.
Today, any propaganda message has to compete with all the other
messages in the big world of professional propaganda called
“advertising.” To try to encourage more baby-making, a government
would hire a prominent advertising agency and have them craft a
campaign across multiple media: print, television, radio, online. I can
imagine a series of emotional TV ads encouraging parenthood, ending
with some memorable tag line.
Advertising has been highly successful in selling hamburgers,
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flavored soda water and luxury cars, but can it alter a person’s life
choices or change their fundamental behavior? Anti-drug campaigns like
“Just Say No” and “This is Your Brain on Drugs” have received a lot of
public attention, but there is no evidence they have reduced drug abuse.
Advertising can nudge people in a direction they would be inclined to go
anyway, but I am skeptical that it can get people to change trajectory or
make decisions against their own best interest. I suspect that any profertility campaign in the modern world would receive as much ridicule as
those anti-drug ads with very little change in behavior.
Singapore is desperately trying. It is a one-party state with no
democratic opposition and a long history of social engineering. In the
1960s and 70s, Singapore’s patriarchal government promoted population
reduction with a campaign called “Stop at Two”. This seemed more
sensible than China’s One-Child Policy, since two children was closer to
the 2.1 refresh rate. Women were not forcibly sterilized. Instead there
was an advertising campaign and a set of financial disincentives for
having more than one baby. In essence, you would be heavily taxed for
having three or more.
That program was wildly successful. Disastrously so. The fertility
rate screamed past 2.1 on a downward plunge. It now stands at
somewhere around 0.8 and 1.2 (depending on your source). Naturally,
the government changed gears and came up with a new campaign: “Have
Three or More.” That one has been has been a resounding failure. Every
year, the birth rate continues to fall.
Keep in mind Singapore has an efficient, well-funded government
with no political opposition that can set any policy it wants without the
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pesky interference of public debate or budgetary restrictions. They’re got
a lot of engineers and marketing executives working on this problem, but
nothing they’ve done has had any significant effect—not incentives,
disincentives, cajoling or pleading.
Turns out, once you have convinced people of the enormous
benefits of not having children, it’s nearly impossible to change them
back again.
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17. Doomsday Apologies
Before diving too deeply into my Doomsday theories, I want to
apologize for all the doomsayers who came before me whose predictions
didn’t pan out. Bad things were supposed to happen and didn’t, or bad
things did happen that the doomsayers never prepared us for. As a
peddler of apocalypse myself, I have to admit my field is rife with
charlatans, fantasists and pseudo-scientists. The main different between
them and me, of course, is they’re wrong and I’m right.
Just a few days ago, the hidden planet Nibiru was scheduled to
collide with our own. If not a collision, it was supposed to be a near miss,
triggering massive earthquakes and volcanic eruptions. The tragic event
was predicted to occur on Sunday, November 19, 2017. Today is
Thursday, Nov. 23 and still nothing. I must say I’m disappointed and
embarrassed. Faulty predictions like that are giving all of us in the
business a bad name.
The granddaddy of all doomsayers is a biologist named Paul
Erhlich. In 1968, he released a book called The Population Bomb, which
did more than anything else to awaken public belief in a mythical
population explosion. Among other things, he predicted massive famines
in the 1970 and a critical food shortage that would drive up prices.
Neither of these things happened. There were a few local famines that
reached the evening news, but they were nowhere near the global ones
Erhlich predict. Meanwhile, food prices dropped while food on global
scale become more plentiful.
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Erhlich failed to take into account the enormous impact of birth
control and people’s willingness to use it if it was available to them. In
essence, he failed to account for free will and the capacity of humans to
pursue their own self-interest. He assumed, as Darwin would, that any
humans given the opportunity would breed like rabbits when it turns out
the opposite was true: Given the option they would curtail their
breeding. Even where populations are still exploding in Africa, the chief
reason is lack of access to birth control, not the lack of willingness to use
it.
Erhlich is still alive and still preaching the same sermon, in
defiance of the fact that most countries have already fallen below
replacement fertility. That’s the power of fanaticism. When a typical
doomsayer predicts the End of the World on a certain date and it doesn’t
come, he just pushes the date back.
The most important thing I learned from Erhlich is the first rule of
successful doomsaying: Never make your predictions too specific. I am
predicting a massive worldwide crash bigger than the one that sparked
the Great Depression, but I’m not saying when it will happen or how it
will unfold. It could be tomorrow or it could be twenty years from now
(although I am confident it will happen sooner). This gives me some
breathing room. Maybe there’s stock market crash tomorrow and it
doesn’t trigger a U.S. government debt crisis. In that case I can say, “This
isn’t the Big One. It’s only a foreshock. The Big One is yet to come.”
The second rule I learned from Erhlich is that you shouldn’t
underestimate the ability of individual humans to pursue their own best
interests, at least on a local scale. The fact is, in a post-agricultural
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economy, having a lot of children is in no one’s economic best interest.
Because of this, birth rates in industrial countries were dropping long
before the invention of modern birth control. In Colonial America, for
example, at the time of the Revolution, average fertility was something
like 9.0. At that time, America was dominated by family farms, and the
children who survived infancy were put to work. By the time of the Civil
War, fertility had dropped to X.X and during the Great Depression it fell
to something like Y.Y. Low fertility during the Great Depression makes
sense, since no one in dire straits would want to have a baby.
It is a bit of a mystery to me how this was accomplished, since the
Pill hadn’t yet been invented. Did couples simply abstain from sex, or
were there fewer marriages, or did they use other methods of birth
control? What’s important to note here, especially with the Great
Depression, is that where there’s a will, there’s a way. If people have an
economic incentive for not having children, they will find ways to not
have them.
Doomsayers in general tend to take today’s trends and extrapolate
them in a straight line into the future. If world population doubled in
fifty years between XXXX and YYYY, it is reasonable to assume it will
double again in the next fifty years. It’s like the standard disclaimer in
investing: “Past performance is no guarantee of future results.” Humans,
however, invariably believe it is. We are linear-thinking creatures, and
that’s one of the reasons so many Doomsday predictions are wrong. The
real world rarely progresses linearly for very long. Reality is full of
complicating factors that are bound to interfere with any straight line
you draw, and those factors are so numerous and complex that you never
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know how the line is going to move. That’s why it’s so hard to predict the
weather more than a week or two in advance. Weather is a complex
system that rarely moves linearly.
You can’t predict the weather very far in advance, but you can
predict the climate. You know, for instance, that north of the Tropic of
Cancer, January is going to be colder than July, even if you can’t predict
the exact temperature on any given day. That’s an example of what I call
boundary logic. It’s the sort of reasoning I use when I make predictions
about a coming crash. I am not predicting exactly what will happen in
the future and when; I’m only defining the hard boundaries within which
the future must be contained.
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18. Boundary Logic
Boundary logic, as I see it, is the study of the packages that things
come in. If we know the boundaries of a box, we know that range of
behavior that can take place inside it. If someone is locked in a prison
cell, there are things they can do and things they can’t. Boundary logic
attempts to predict the range of their possible future behavior by clearly
defining what they can’t do.
For example, there are currently about 130 million babies born on
Earth each year. We don’t have an exact number because many of those
babies are uncountable, but that’s a fair estimate based on available
sources. Assuming this number is correct, what predictions can we
make?
We can predict, without controversy, that there will be no more
than 130
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19. Boundary Logic
Another difference between me and other doomsayers
[To be continued]
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20. The Great Reckoning
I define the Great Reckoning is a long and painful transition when
the developed world readjusts from a growing population and economy
to a shrinking population and economy. Global finance right now is built
upon the assumption of unlimited growth. Governments and individuals
have taken on levels of debt that assume ever-greater income. The crash
hasn’t happened yet (as of this writing) only because investors are still in
denial. Most of them grew up during the Baby-Boom boom of the late
20th Century, and they can’t yet conceive of a shrinking economy or a
government default of this magnitude.
In the boom times, it was easy to fall into the trap of perpetually
rising expectations. If your salary is $20,000 one year, $30,000 the next
year and $40,000 in the third, you can easily believe it will continue to
rise in coming years. In your optimism, you enter into debts and
obligations that assume you will soon make $50,000 a year. If the trend
instead reverses and you make only $30,000, you’re doomed. In an
earlier point in your life, you would have been happy with the $30,000
because it is 50% more than you once made, but now that you’ve made
commitments based on $50,000—new home, new cars and a baby on the
way—you’re trapped in an unsustainable situation. It’s like there’s a hole
in your boat; water is flowing in; you’re bailing with a teacup, but there’s
no way you can bail fast enough. It may take a while, but sooner or later
you’ll sink. The only way you can survive is to somehow shed your
liabilities, back to the point where they are sustainable within your
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current falling salary. If you are an individual, you might engage in an
orderly bankruptcy, where the foolish people who loaned you money take
a bath, but big governments don’t usually have such a pleasant option.
If a once-growing economy is now shrinking, the government
basically has to do what you do in a bankruptcy: shed liabilities to point
where they are sustainable within a perpetually falling income. One way
or another, the government has to stiff its investors, slash services and
renege on its promises to its citizens. There is a real question about
whether a government can survive if it does this. If investors lose their
shirts, they may not withdraw assets from the country, and if the citizens
feel betrayed, they may vote out the current government and vote in
some totalitarian asshole offering magical solutions. (No names please.)
I have no idea what the Great Reckoning will look like in practice. I
don’t know where, when or how it will start or how it will unfold once it
does. I don’t know how long it will last or how much damage it will
cause. All I know are the starting and ending points.
The starting point is where we are today: a world with too many
debts and obligations. In other words, the world right now is like a
household with a certain total income, but it is nowhere near enough to
sustain all promises it has made. The Great Reckoning is a sort of
catastrophic fire that ultimately reduces those promises. I have little
doubt this will be painful fire, perhaps the worst the modern world has
seen, but it is the only avenue for restoring balance to the world.
Once the fire has passed—assuming it hasn’t destroyed
everything—humanity will have a chance to start rebuilding itself based
on the radical principle of spending only as much as you have.
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21. Panic

The onset of the Great Reckoning is more likely to be fast and
furious than slow and gradual. Although population growth is only
gradually reversing and debts are only gradually growing, the eventual
correction in the economy will probably be sudden and catastrophic. It
will begin with a great panic where investors lose confidence and rush to
perceived exits. Spooked by all the uncertainly, everyone will stop buying
things entering into new deals, which will accelerate the decline. The
world could seem “normal” on January 1, be panicked by June 1 and in
near-total chaos by December 31 of the same year. (As of this writing,
2018 is not out of the question.) To justify such a rapid collapse, I need to
talk about feedback loops.
A positive feedback loop, in engineering or biology, is when an
instability introduced into a system causes new events that further
amplify the instability. “A” causes “B” which further amplifies “A” which
in turn increases “B”. If no other factors intervene, this assures the
ultimate destruction of the system. One example is a fire in a fireworks
factory: Only a small flame is sufficient to ignite one of the fireworks, but
once it goes off, it ignites other fireworks which ignites still others until
you have a huge conflagration that consumes everything. The feedback
loop only stops when all the fireworks have been consumed.
The opposite is a negative feedback loop, where an instability
triggers a correcting event that reduces the instability. An example is the
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thermostat in your home. When the temperature of the room increases,
the thermostat reacts by reducing the input of heat, so the temperature
remains within a comfortable range. When it comes to stopping
population loss, I don’t see any negative feedbook loops on the horizon.
When a country’s birthrate falls below 2.1, there are no realistic
mechanisms to bring it back up again.
A positive feedback loop is “positive” in name only. Most of the
time the outcome is negative, as in “not good.” A positive feedback loop
can trigger a bank run or a collapse in commodity prices. In regard to
population change and global economies, there are a number of potential
positive feedback loops, all of them bad. Here are a few examples:
 As a country’s economy falters, young people leave for better
opportunities elsewhere. This reduces the country’s population
and tax base, which further worsens the economy and
proportional debt load, encouraging still more potential workers
to leave. (This is not a hypothetical example. It is Greece, Japan,
Puerto Rico and Eastern Europe.) Soon both the economy and
population are in free-fall as everyone who can leave, does.
 As the local economy worsens over the long term, people have
fewer babies, because no one wants to raise their child in bad
times. Fewer babies ultimately mean a lower population,
aggravating the bad economic situation and discouraging more
births.
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 The economy suffers a sudden and unexpected shock, like a
banking crisis. No one knows how it will turn out, so everyone
retrenches. Individuals stop buying nonessential items, curtail
their vacations and retreat from major purchases. Businesses
hold back on new projects and stop hiring. Banks stop lending
money until they can figure out what is happening. This
retrenchment, in turn, further slows the economy, generating
even more panic. Soon, no one is buying anything they don’t
absolutely need, and the economy freezes. (Again, this is not
hypothetical. It nearly happened during the 2008 global
financial crisis. The world was saved only by a program of
bailouts, buybacks and stimulus spending by the largest Western
countries, ultimately adding to their national debts.)
 A distressed government hints that it might not be able to make
an interest payment on some of its debt. Investors instantly lose
confidence, discount the value of existing debt and start
demanding higher interest rates on new debt. This further
distresses government finances and makes a default even more
likely.
 A technology company that has never made a profit announces
some bad news about one of its products. Investors respond by
selling the company’s stock, and the price falls. Other investors
see the price drop and rush to sell their stock before it goes
down further. Of course, this only accelerates the panic and the
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decline of the stock price.
Economic history is full of examples where positive feedback loops
caused panics and crashes—like Black Tuesday 1929, Black Monday 1987
and all the other Black days.
I recall being in the same room as an unsophisticated investor on
Black Monday 1987. I remember him screaming into the phone: “Sell!
Sell! Sell!” This is exactly the sort of behavior that triggers a positive
feedback loop. One investor sees others panic, and soon they’re all
panicking.
Panics are most likely to occur when the asset being traded is
speculative, overvalued and poorly understood, which applies to a lot of
stocks and financial instruments these days. Very few investors
understand the intrinsic value and latent risks of the asset they are
trading. They only understand how much other investors are willing to
pay for it and the apparent trajectory of the price. The value of many
instruments is set more by emotion and past history than by financial
fundamentals, and emotions can change in an instant.
I have no idea where and when the Great Reckoning will begin, but
I foresee it starting with a single spark, like one match in a fireworks
factory. The initial flame starts a positive feedback loop, which trigger
other positive feedback loops that were already primed and ready to go.
Feedback loops are the mechanism that assures the collapse will be
fast and devastating. Debt growth and population loss may be gradual,
but as long as the overall economy hasn’t adjusted to them, they are like
stress building along the San Andreas Fault. Once a small portion of the
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fault start breaking, it generates positive feedback that breaks the rest of
the fault.
In this case, however, we have a lot of different faults building up
stresses all over the world. When one of them breaks, maybe all of them
will.
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22. Lessons of Global Warming
Global warming is partly a demographic problem. There are a lot of
other contributing factors, but one of the most important is the number
of human bodies on the planet. The speed and magnitude to climate
change is directly related to the number of people running engines,
burning things and otherwise generating atmospheric carbon. More
people mean a greater temperature rise.
If nothing changes in our reproductive trends, demographics will
also provide a de facto solution to global warming, albeit a delayed one:
The human population will decline and eventually extinguish itself. No
more people means no more excess carbon, and Mother Earth will find a
new equilibrium.
Human population doesn’t have to decline for demographics to
affect carbon output. It only has to stop growing. For example, if
population of a country is no longer increasing, you don’t have to build
new infrastructure. The existing houses, office buildings, roads and dams
ought to be sufficient. This means you’re reducing the carbon emissions
generated by construction equipment and the manufacture of building
supplies.
I don’t mean to sound sanguine about climate change. It remains a
serious threat to humanity. I just resist the temptation to see it as an
isolated problem. It is part of a complicated system of problems facing
humanity, all of which are interacting with each other. If you focus on
one problem, you may be overlooking another problem that is potentially
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more significant.
It’s hard to say what crisis is worse: global warming, demographic
decline, high debt or populist politics. It is only clear that they are
interacting with each other in complex ways. For example, if global
warming causes a serious famine, population in that region may fall.
Fertility may be reduced when people see how bleak their future is—or it
may rise when people lose access to birth control. Fertility and
population, in turn, affect the number of people generating carbon in
that region and their contribution to temperature rise.
Global warming and demographic decline have some features in
common. The most obvious is that they are both operating on very long
timescales (at least from a human viewpoint). Humanity has been
pumping excess carbon into the atmosphere for centuries, but only now
are we beginning to see concrete and measurable changes is sea level and
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23. Political Paralysis
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24. Why the Crash Must Be Big
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25. The Downside of Totalitarianism
Totalitarian regimes aren’t any better than democracies in
encouraging baby making.
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26. The Paradox of Modern Medicine
As it becomes more effective, it also becomes more expensive.
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27. Europe Got Married
Correct but tainted by religious conservatism.
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28. The Straw that Broke the Camel’s
Back
X
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29. The Ultimatum Game
X
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30. How I Learned to Stop Worrying
and Love Trump
X
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31. The Problem of Complexity
x
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32. The Flynn Effect
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