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I A small introduction to a big topic....

INSTITUTE
ADVANCED
STUDY

TOULOUSE

Dementia Risk
in Political
and Business
Leaders:

Guido Friebel

(Ff::;?jrt‘; ® This is a sketch of book project, called Leaders Who Lose It:

Paul Seabright What Can We Do?.

(TSE/IAST)
® |t will be short - max 140 pages.

We should be
concerned °

It will say we have an urgent question.
Theory

® We don’t yet have answers, but we want to motivate
policymaker and other researchers to think about it.

Evidence ® Here is the argument in two graphs.

Possible
solutions

References
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Graphs I: The Context ?
World leaders are (mostly) getting older E

Average Age
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Average Age of Political Leaders
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Year
—— USA —— Europe —— Rest of the World

Note. The data used in this plot stem from Goemans et al. (2009).

Data have been downloaded from https://www.prio. org/publlcauons/40 [accessed November 20, 2024].

They cover information on leaders in 189 countries from 1875 to 2015

Itincludes all states considered |ndependent in the Gleditsch and Ward (1999) list of independent states.

Leader is defined as the effective primary ruler.

For the U.S., both the president and all former and current governors are considered (further details can be found
in plot 'average age of U.S. governors').

In 1875, the sample size is 56, in 1914 it is 64, and in 2015 it is 180. On average, the age of leaders has
increased by 0.043 over the period of observation (n on average = 106.88 observations/year; p=0.00).
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Graph II: It's the Meta-Cognition!! b

Dementia is more dangerous than we feared =
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TAST We should be concerned

_
-
== s

Dementia Rik * POTUS will be 82 at the end of his term.

and Business
Leaders: ® An 80-year old dementia-free US male's dementia risk is 2.4%

Guido Friebel p.a.; lifetime c. 30% (Fishman (2017)). This implies c.10% risk
f:?ffﬁ?frg of dementia during term. Other age-related conditions too..

Paul Seabright i L i

(TSE/IAST) ® The Biden case shows: existing mechanisms do not ensure

transparency about dementia in a US president.
We should be
concerned ® Nancy Pelosi's interview to the New Yorker (August 8th 2024)

made clear what triggered her actions: the fear that Biden could
not beat Trump in the election.

® " _people were calling me saying that there was a challenge
there. So there had to be a change in the leadership of the
campaign....” Her goal was simple: “That Donald Trump would
never set foot in the White House again.”

® Note: no one claimed they would have acted against Biden for
fear of having a President with dementia.
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L
IS Judgment in leadership (1) g

Dementia Risk

in Political ® Good judgment is crucial for a leader to do their job.
and Business

Leaders:

o ® Good judgment is not easy - it's not only a function of the
Guido Friebel

(Goethe U, leader’s talent, but depends on the support they receive,
Frankfurt), .

Paul Seabright preparatlon etc.

(TSE/IAST)

¢ Judgment failures may be existential (Cuba crisis — Kennedy a
e should be "remarkably, cool, thoughtful” leader who sent his brother to
- the Russian ambassador and sought contact with Khrushchev).

Theory
ey ® Leaders’ judgment is hard to monitor.

® Dementia interferes with judgment years BEFORE diagnosis.
Evidence

® Thus, we need to find mechanisms for:

® Reducing the risk of leaders developing dementia in office.
Possible ® Removing from office those who do.
solutions ® Minimizing the damage they do before they leave.

References
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L
Judgment in leadership (II) g

® What is judgment? Some definitions:

® “The virtue that enables individuals to deliberate well
about what is good and beneficial for themselves and
others.” Aristotle (2009)

® A balance between the ethics of conviction (principled
belief) and the ethics of responsibility (accountability for
consequences). Weber (2004)

® Integration of fast and slow thinking. Kahneman (2011)

® Judgment may be the essence of good leadership.

® [t involves at least three components:
® clarity of objectives;
® strategic (ends-means) clarity;
® unbiased risk assessment.
® But leaders are usually selected for something OTHER
than judgment - they're selected for skill!

8/31



Dementia Risk
in Political
and Business
Leaders:

Guido Friebel
(Goethe U,
Frankfurt),

Paul Seabright
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Judgment versus skill

Judgment versus skill

Judgment and skills differ: (Seabright (2000)):

® The exercise of skill involves more codifiable tasks.

® Skill is immediately visible; judgment only with a lag or not
at all (eg if it reduces existential risk).

® Therefore, you don't need skill to assess skill in others; you
DO need judgment to assess the judgment of others.

® |t's easy to outsource skill - not judgment.

The upshot: few people can assess the judgment of leaders.

Leaders tend to be selected for their observable skill set. It is
much harder to select them for judgment.

As recorded by former UK cabinet minister Rory Stewart:

“...as | developed a reputation, | felt that | was being overvalued
for things | did not value, such as my ability to remember facts
and speak at the despatch box without notes, and undervalued
for things | rated, such as my judgements on Afghanistan, my
work in Cumbria, or my operational management of the Prison
Service" (Stewart (2024)). 9/31



The entrenchment of leaders

TOULOUSE

Dementia Risk
in Political
and Business
Leaders:

Enidto Fiftzel ® Aging leaders may lose their judgment, potentially leading to
Goethe U,

(Fr::kf:rt), catastrophes.

Paul Seabright

(alFSE?ng% ® Nota bene: Young leaders can also cause catastrophes.

® Qur argument is rather: this risk increases with age.

We should be

concerned ® Why is it hard to remove a leader with dementia? Why can't a
Recr leader credibly commit in advance to resigning if they show
signs of dementia? Three reasons economists can relate to:

Entrenchment

® The information problem.

Evid .

vaenes ® The commitment problem.
® The enforcement problem.

Possible

solutions

References
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Sz L
IS  Theory: the three-fold information problem S

Dementia Risk

in Political ® Obtaining information:
and Business . Lo L. . .
Leaders: ® Dementia becomes statistically visible in populations years
Guido Friebel before it becomes visible in individuals.
Goethe U, R
(F,;’:kffrt), ® |nformation is distributed and must be aggregated.
Paul Seabright i i .
(TSE/IAST) ® Sharing information:
We should be ® Those in the leader's inner circle don't know each other's
concerned motiVeS'
Theory ® They worry that sharing information unfavorable to the
leader will be interpreted as a sign of disloyalty, even if the
S information later turns out to be correct.
STEE e Coordinating to act on information:
® Cultures of secrecy prevent people who have information
from sharing it with people who don't;
Possible . . .
e ® Cultures of silence prevent people who all have information

from discussing it and therefore acting collectively on it.

References
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I [heory: the commitment problem

_
-
== s

Dementia Risk

i Political ® Dementia interferes with meta-cognition.
Leaders:
il BT ® Demented leaders are less likely to see their own mistakes, more
(Goethe U, likely to interpret criticism as disloyalty.
Frankfurt),
Paul Seabrigh . . . .
(TSENAST). ® May be interactions with depression.
We should be ® Some types of dementia demonstrate early executive functioning
SEEEAIEE impairment (behavioral variant frontotemporal dementia
Theory (bvFTD). Gleichgerrcht et al. (2011)
® The usual solution to commitment problems of leaders is to find
Fruenchment incentives for them to keep their promises - but dementia
Evidence

interferes with their ability to respond to incentives!

® |eaders affected by dementia may have made many enemies
e over time: incentives become increasingly expensive over time
solutions because enemies might not be able to commit.

References
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IS  Theory: the enforcement problem S

INSTITUTE
ADVANCED
STUDY

Dementia Risk

n Political ¢ Deciding when a potentially judgment-impaired leader should go
Leaders: requires judgment.

Guido Friebel L . L.
(F?::E?frg ® This judgment has to be exercized by someone - who is it?
ii;"séjf:gﬁ')“ ® Advisers appointed by the leaders. But:

® Judgment-impaired leaders will likely choose advisers who
We should be will not challenge them (eg since they have few outside
concemed options - Egorov and Sonin (2023).).
Ve ® Such advisers face free-rider problems - Grant (2024).

® Judges or other officers of a constitutional authority (such
R as a court). But:
Evidence ® How are they selected and by whom?
® What are their incentives to act?
® Recent experience sheds doubt on resilience of
i institutions.
Sellntitens ® The press....7

References
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Evidence

® We are gathering two types of evidence:

® Demographic information about leaders in politics,
business, sport, the arts and society generally.

® Medical/psychological evidence about the effects on
decision-making of aging in general and dementia in
particular.
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==
IS  Medical /psychological evidence g
Dementia Rk ® Mazzona and Peracchi (2024) study 16,243 US adults over 50
and Business years old. They show that:
il Fited ® Older people tend to underestimate their cognitive decline
;Gr::li?:rg - they have really poor meta-cognition.
Paul Seabright ® Those experiencing a severe decline but unaware of it are
(TSE/IAST)

more likely to suffer wealth losses, mainly through
decreases in financial wealth.

® Li et al. (2023) studied a sample of 8,067 US adults of whom
2664 were later diagnosed as PWPD (“People With Probable
Dementia™). Using propensity score matching, they found:
® Household wealth, especially financial wealth, declined
much faster among PWPD than controls during the decade
ettt before dementia onset, despite similar levels at baseline.
evidence ® The decline was first visible 6 years before onset.
® At dementia onset, net worth had declined by 42%,
financial wealth by 82% and home ownership by 19%

relative to controls.
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dementia d

iagnosis (I):

Financial trajectories in years before _s
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Source: Li et al. (2023).
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Financial trajectories in years before _s
dementia diagnosis (II): E
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Financial trajectories in years before
dementia diagnosis (lIl):
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IS  Medical /psychological evidence

_
-
== s

Dementia Risk

in Political Most dementia diagnoses are skill-based (eg memory tests).

and Business
Leaders:

They may come years too late to catch deterioration in

Guido Friebel judgment.

(Goethe U,
P:Jffs‘g“bf:i)gvht ® Fortunately, data gathering and analysis are proceeding fast:
(SRS ® Blood plasma tests for proteins such as p-tau217 and
e b b p-taul8l are less invasive AND more reliable at predicting
concerned the progress of AD than previous methods like lumbar
Theory punctures and PET scans.

® Connected devices help with gathering.
® Al will help with analysis.

Evidence ® But improved information needs to be linked with institutional
arrangements governing the use to which the information is put.

Medical /psychological
evidence

® We need to make progress on:
Possible . . . . .
solutions ® Calculating behavioral risks for given biomarker levels;
References ® Reaching consensus about acceptable risk levels.
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=~ ]
TAST Desiderata for solutions to entrenchment s

Dementia Risk

in Political ® Minimizing the reliance on personal judgment, through
and Business . . .
i non-discretionary rules:
G(tngti"ESE' ® Time-related rules for top leaders (term limits, compulsory
oethe U, .
Frankfurt), retirement age).
Paul Seabright ° D . h h d . |
(TSE/IAST) lagnostic measures that are harda to manipulate (eg

eyesight tests for drivers).

We should be

concerned ® Reducing incentives to evade or manipulate the
Theory non-discretionary rules:

® Seeking alternatives to retirement - such as task-sharing.

® Guaranteeing safety and status to retired leaders (but
Bfitmes Pinochet case underlines credibility issues).

® Guaranteeing safety to advisers who act.

® Using anonymous decision-making.

Possible

solutions ® Because it is hard to outsource judgment, we need to minimize
References our reliance on it.
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]
Possible solutions g

Dementia Risk

in Political ® We're exploring solutions under three broad headings:
and Business
Leaders: ® Technological - improving mechanisms of diagnosis.
Guido Friebel ® Institutional - changing rules for the selection,
sy tability and repl t of lead
i) accountability and replacement of leaders.
Paul Seabright ) - - i it’
(roE jino) Norm-based - changing consensus about what it's

reasonable to expect from leaders and non-leaders.
® Examples of each:

® Technological - real-time monitoring of biomarkers and
decision-making indicators, with thresholds for escalation.
® |nstitutional:
® Separation of dimensions of decision-making (eg
compulsory retirement from military decisions prior to
retirement from other decisions).
® Post-retirement incentives for leaders and advisers.
iﬁii'ii'ﬁs ® Norm-based - a changed understanding about who may
legitimately take the most existential decisions for society.
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Summing up

® Medical research on ageing has so far been mostly (and
understandably) patient-focused.

® Compassion towards sufferers is important.
® But externalities from impaired judgment are large.

® These are recognized for airline pilots (65 years) and (to a

lesser extent) for vehicle drivers.
® We want to bring medical evidence to the attention of:

® political scientists;

® economists working on:
® organizations;
® corporate governance;
® mechanism design.
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Leaders are getting older: US Governors

Average Age

45

Average Age of U.S. Governors

T y T T T T T T T T T y T T T T T
1859 1869 1879 1889 1899 1909 1919 1929 1939 1949 1959 1969 1979 1989 1999 2009 2019
Year
Note. The data used in this plotstem fom the national govenors association,
Data have bee from [accessed November 14, 2024]
They cover information on all former and current-govemors.of he 50 .S, siates, Incuding ine & non-state territries and
regions (Washington, D.C,, Puerto Rico, Guam, American Samoa, the Northern Mariana Islands, and the U.S. Virgin
156ands) rom 1889 16 2034
In 1859, the sample size e ‘9, from 1912 onward it is 48, and from 1978 onward it is 55. On average, the age of governors
has increased by 0.045 over the period of abservation (n on average = 47.9 observations/year; p=0.00).
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Leaders are getting older: World leaders S
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and Business
Leaders: Average Age of Political Leaders
Guido Friebel 65
(Goethe U
U o 60
Frankfurt), 4
Paul Seabright % 55
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tin Note. The data used in this plot stem from Goemans et al. (2009).
; Datia have been downloaded ffom i/ prio.org/publcations/40 accessed November 20, 2024]
They cover information on leaders in 189 countries from
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Entrenchmen Forthe UsS., bolh the presidont and al former and curent goverors are considered (further detalls can be found
in plot 'average age of U.S. governors').
n 1675, the Sample size s 86, n 1914 itis 64, and in 2015 it is 180, On average, the age of leagers has
Evidence increased by 0.043 over the period of observation (n on average = 106.88 observations/year; p=0.00).
Demographic
Nedical hologit
Possible
solutions
References
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Old leaders are more frequent: After WW2 S
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Leaders in business

Proportion of U.S. CEOs by Age Group 1992 - 2024

046 046

Proportion
o
b

0.05
0.05 - 003
. ||
<= 40 years 4155 years 56-70 years >70 years
Age Group

Note. The data used in this plot stem from Wharton Research Data Services (WRDS).

Data have been from https://wrd: .whar upenn.edu, March 11, 2025].

They cover information on all CEOs of more than 3,300 companies in the U.S. from 1992 to 2024.

In 1992, the sample size is 1,353, in 2000 it is 2,029, and in 2024 it is 1,707. On average, the age of leaders has
increased by 0.1653 over the period of observation (n on average = 2,073 observations/year; p=0.00).
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Leaders in business

Proportion of U.S. CEOs by Age Group 2000 - 2024

Proportion
°
8

0.04

000 —-— |

<=40 4155 years 56-70 years > 70 years

Age Group

Note. The data used in this plot stem from Wharton Research Data Services (WRDS).

Data have been from https://wrd: .whar upenn.edy, March 11, 2025].

They cover information on all CEOs of more than 3,300 companies in the U.S. from 1992 to 2024.

This plot depicts the years 2000-2024.

In 1992, the sample size is 1,353, in 2000 it is 2,029, and in 2024 it is 1,707. On average, the age of leaders has
increased by 0.1653 over the period of observation (n on average = 2,073 observations/year; p=0.00).
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Leaders in sport

(mean) Age

704

60+

504

404

30

Average Age of Leaders in Sport Over Time

1905 1915 1925 1935 1945 1955 1965 1975 1985 1995 2005 2015 2025

Year

Note: The data utilized in this plot are derived from the leaders in sport dataset

Leader in sport is defined as the head of the respective organisation, namely the preswlem (NFL: commissioner).
lincluded FIFA, IOC, UEFA, IAAF, FIBA, ITF, FIA, FEI, DFB, NFL, FIDE, UCI, and ICC.

Regression analysis shows that in each calendar year, the age of leaders in sport has increased by 0.09

(N on average = 10.5 observations/year; p=0.00) years of leaders’ age.
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Note. The data used in this plot stem from the Federal Judicial Center, Wasmngmn oC.

Data have been downloaded from hitps:/iwww.fic.gov [accessed January 13, 2025].

They cover information on all federa judges in he U.S. rom 1789 to 203,

In 1789, the sample size is 15, in 1914 itis 169, and in 2025 it is 843. On average, the age of leaders has

increased by 0.016 over the period of observation (n on average = 287.43 observations/year; p=0.00).
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