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casino he once ran on
Canada’s Enoch Cree
Reserve. He’s chairman
of an Indigenous-led
group trying to buy

the Trans Mountain oil
pipeline

The Equality Issue

A once-radical idea for closing the wealth gap is put into practice

How the U.S. measures up roughly two years after George Floyd’s murder
Fat can still get you fired. State lawmakers are working to change that
Author Min Jin Lee shines a light on anti-Asian racism

A Wall Streeter’s quest to build a nonracist—and profitable—bank

Game changers: Three people who saw inequality and took action
Canada’s Indigenous people vie for ownership of an oil pipeline

What'’s the one thing you'd do to make the world more equitable?
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“Yes! And we can
photograph a really
cute baby!”

“Well...let’s hold off
on the baby for now
and focus on my talent
for creating highly
realistic government
documents.”

“Eh?”

“Don’t worry—I'd only
ever use those skills for
editorially illustrative
purposes.”
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THE NEW ERA OF

BANGLADESH

Maritime transport shaped the course of human history.
Facilitating the flow of goods and ideas by sea, trading

3OR CONTENT

nations drove economic growth, created wealth and increased
access to everything from food and medicine to technology.
Nearly five millennia after the first major trade routes formed
along the Arabian Sea, maritime transport remains the
backbone of the global economy.

Today, maritime transport accounts for
over 80% of global trading volume.
Nearly every good that we own or
consume was loaded onto a cargo ship
at some point and traveled thousands
of miles of ocean before making its
way into our lives. In tumn, investments
in port services and infrastructure are
vital for economic growth.

Nine of the world's 10 busiest ports are
now in Asia. The region continues to
dominate global maritime trade, with a
41% share of total goods loaded in
2020. While maritime powerhouses
China and Singapore lead the way, the
construction of the Matarbari
Port—Bangladesh’s first deep
seaport—promises new opportunities
in South Asia that could reshape
regional trade flows in the decades

ahead.

9 OF 10

OF THE WORLD'S BUSIEST
PORTS ARE NOW IN ASIA

Taking Trade to New Depths

Located in Cox's Bazar District, the
Matarbari Port addresses the key
challenge that Bangladesh's existing ports
face: depth. The Chittagong port, which
currently handles around 90% of the
country's imports and exports, has a
shallow channel. Large ships must transfer
their cargo to feeder vessels in Singapore
and Sri Lanka to bring goods into
Bangladesh and vice versa.

With a depth of 16.3 meters, the
Matarbari Port will be able to
accommodate cargo vessels, accelerating
the flow of goods and reducing costs.
Initially, the port will accommaodate 8,500
TEU post-Panamax vessels. Following the
second phase of construction, it will be
able to handle 2.8 million TEUs per year.
Upon completion, it will handle 4.8 million
TEUs and 16-38 million tonnes of bulk
cargo annually.

On land, rail connectivity through
Dohazari-Cox's Bazaar line, and road
connectivity with a national highway will
further facilitate the flow of goods in and
out of Bangladesh. Once operating at its
full potential, the port could boost GDP
by up to 3%, according the secretary of
Bangladesh's Shipping Ministry.

Anchors Down

In December 2020, the Venus Triumph
became the first commercial ship to
reach the Matarbari port with the help
of a tugboat. As of now, ships are
anchoring at the jetties built for the
Matarbari Power Plant—another mega
infrastructure project that will power
growth across the region. In 2021, a
total of 53 ships anchored at the
power plant jetties, saving an
estimated $3.58 million through lower
vessel fares and shorter waiting times.

MATARBARI PORT
COULD BOOST GDP

BY UPTO

3%

While the Matarbari Port is not
scheduled to open until late 2026,
some vessels are already reaping the
benefits. As more follow in the years
ahead, the port will become a vital
trading artery, propelling Bangladesh
towards its vision of high-income
status by 2041.

Bangladesh Securities ami Exchange Commission
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@® Volodymyr
Zelenskiy spoke !
by video to a joint
session of the
U.S. Congress on
March 16.

® Worldwide, there have
now been more than

463mM

coronavirus cases, almost
6.1 million people have died,
and 111 billion vaccine doses
have been administered.
Amid its worst outbreak
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The Ukrainian president invoked Pearl
Harbor and Sept. 11 as he again called
for a no-fly zone over his country and
asked for more powerful air-defense
weapons. The day before, the Czech,
Polish, and Slovenian prime ministers
had made a surprise visit to Zelenskiy in
Kyiv, which Russia continues to shell.
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® On March 14 protesters opposing the invasion of Ukraine occupied the London
mansion owned by the family of sanctioned Russian billionaire Oleg Deripaska.
Police in riot gear later broke down the front door to end the standoff. > 8

since the early days of

the pandemic, China has
instituted lockdowns in
hard-hit cities, forcing more
than 45 million people to
stay home.

® Heisa
war Crlmlnal.”

President Joe Biden, speaking
to reporters at the White
House about Vladimir Putin
on March 16, after Zelenskiy’s
congressional address.

® Nickel trading
resumed on
March 16, a week
after a short
squeeze led to an
unprecedented
price spike

and trade
cancellations.

The reopening on the London Metals
Exchange quickly turned messy with
a glitch halting electronic trading for
several hours. By the close, the price
had fallen by the market’s limit, to
$45,590 a ton. > 26

® The Hang Seng China
Enterprises Index gained

12.5%

on March 16, its best
session since October
2008, after authorities
vowed to ensure stability in
financial markets. Chinese
stocks have beenin a
yearlong slump; a selloff
on March 13 had sent the
index down 7.2%.

® The Federal
Reserve raised its
key interest rate
by a quarter point,
to a target range
of 0.25% to 0.5%.

The March 16 hike, the first increase
since 2018, is likely one of several

to come this year. The Fed said it
“anticipates that ongoing increases in
the target range will be appropriate.”

® Howard Schultz, who
turned Starbucks from a
local Seattle coffee roaster
into a global java sensation,
is coming back. He’s
returning as interim CEO
to succeed Kevin Johnson,
who's retiring next month
after 13 years.

@® Citigroup says it
will start covering
travel costs for
workers seeking
abortions in states
such as Texas—
where the bank
has more than
8,500 workers—
that have all

but banned the
procedure.

® The Senate
confirmed
Shalanda Young
as director

of the White
House Office of
Management
and Budget on
March 15.

She’s the first Black
woman to lead

the office, which is
responsible for laying
out the president’s
budget requests to
Congress. -
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U.S. Engagement
With Venezuelals
A Risk Worth Taking

In a bid to ease pressure on global energy supplies, the
U.S. has opened talks with the government of Venezuelan
President Nicolas Maduro, which could lead to the lifting of
some sanctions against his regime. Such an outcome would be
a blow to Venezuela’s opposition and its desire to see Maduro
removed from power. The U.S. should move forward anyway.

Reestablishing diplomatic ties is a necessary step toward
harnessing Venezuela’s immense energy-producing poten-
tial. It could also drive a wedge between Venezuela and its
chief patron, Russia. Steps toward easing U.S. sanctions
against Caracas will face stiff resistance from lawmakers of
both parties, who’ve already criticized President Joe Biden
for engaging with Maduro. Nevertheless, a realistic policy that
emphasizes gradual political reform, rather than the illusory
hope of regime change, would advance not just U.S. strategic
interests but also the aspirations of Venezuelans themselves.

Biden’s opening to Caracas represents a significant reversal.
Since accusing Maduro of stealing the 2018 presidential elec-
tion, the U.S. has recognized opposition leader Juan Guaid6
as the country’s leader. Then-President Donald Trump placed
sanctions on Maduro, his family, and much of his inner cir-
cle and blocked purchases from Venezuela’s state-owned oil
company, Petroleos de Venezuela SA. Those sanctions, gov-
ernment corruption, and the pandemic have exacerbated a
humanitarian crisis that’s caused 6 million Venezuelans to flee.

Yet there are few signs this “maximum pressure” cam-
paign has weakened Maduro’s grip. He has exploited splits
within the opposition to consolidate control over the coun-
try’s judiciary, security services, and electoral system. He’s
also pursued a strategic partnership with Russia, which has
provided the regime with military hardware, proceeds from
oil sales, and investments in the energy sector—in exchange
for allowing Russia to deploy nuclear-capable warships to
Venezuelan ports.

That bargain may now be in jeopardy: Western sanctions
imposed on the Kremlin for its invasion of Ukraine have left
the Maduro government without access to funds held in
Russian banks. That provides an opening for the U.S.

In return for Venezuela’s halting military cooperation
with Russia, the Biden administration should waive some
sanctions against Caracas to allow the country to import
equipment for upgrading production facilities and to resume
selling oil to the U.S. In the short run, the added Venezuelan
supply will have a negligible impact on global crude prices.
On optimistic assumptions, Venezuela could increase pro-
duction to 1.5 million barrels a day by yearend if restrictions
are eased, almost double its current output. Even a more

modest pickup in supply would help U.S. refiners make up
for the loss of Russian oil imports and potentially limit short-
term spikes in consumer gasoline prices.

Biden should remain cleareyed about the moral hazard of
doing business with an authoritarian like Maduro. Further
steps toward normalization should be conditioned on
Venezuela’s willingness to accelerate market-oriented eco-
nomic reforms and continue negotiations with the opposi-
tion to allow greater political freedoms.

Ousting Maduro was a defensible goal at a time of relative
stability—but the strategic environment has changed. However
distasteful, engagement with the Venezuelan regime is crit-
ical to protecting core U.S. interests and containing Russian
influence in the Western Hemisphere. Biden should aim for
a policy that balances economic and security needs with a
commitment to democratic values. @ For more commentary,
go to bloomberg.com/opinion
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» No Spring in His Step

U.K. Chancellor Rishi Sunak delivers his so-called
spring budget on March 23, with a focus on helping
companies and households cope with sharply rising
bills for energy and food.

» EU leaders gather
on March 24-25 in
Brussels. The bloc has
been unusually unified
in its determination to
penalize Russia over its
invasion of Ukraine.

» Nike reports earnings
on March 21. Investors
will look for clues to

how the company’s
retreat from Russia

and continued supply
constraints from Asia are
affecting business.

» Tencent reports
earnings on March 23.
The Chinese internet
giant has seen its stock
slump as regulators look
to rein in technology
companies’ rapid growth.

» If Ariana DeBose wins
an Oscar on March 27
for her portrayal of Anita
in West Side Story, she'll
follow in the footsteps
of her co-star Rita
Moreno, who won for
the same role in 1961.

» The BIS Innovation
Summit virtually gathers
policymakers, finance
and technology leaders,
and academics on
March 22-23 to discuss
payment systems and
green initiatives.

» The annual Rainbow
PUSH Wall Street
Project summit, on
March 21-22 in New
York, aims to provide
access to financing for
minority- and women-
owned companies.

ILLUSTRATION BY JIYUN JEONG
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Russia’s New
Brain Drain

@ Putin’s actions have the country’s
best and brightest heading for any
exit they can find

@ By Leonid Bershidsky

In Kyrgyzstan, a member of parliament urgently called on the
government to start creating jobs and setting up temporary
housing for the information technology professionals now
arriving daily from Russia. Even a poor Central Asian nation
that exports cheap migrant labor for Russian construction
sites and fast-food restaurants looks like a safe haven to thou-
sands of educated Russians fleeing the cataclysm Vladimir
Putin created by invading Ukraine.

This can no longer be described as brain drain: It’s a
stampede for the exits. Konstantin Sonin, an economist at
the University of Chicago, has estimated that some 200,000
Russians fled in the first 10 days of the invasion—to Kyrgyzstan,
Armenia, Georgia, Kazakhstan, Turkey, Israel-any country
that admits Russians visa-free. That’s a small number com-
pared with the 2.8 million refugees who’ve left Ukraine, but
then Russians, as citizens of the aggressor nation, don’t need
to run for their lives.

These are mostly people with lots to lose: homes, cars,
comfortable incomes, and savings that are difficult to extri-
cate from Russian banks because of tight capital controls.
They are leaving everything behind, most of them because
they want nothing to do with Putin’s sham-imperial project
and don’t want to be associated with his war crimes; others
because they cannot imagine living under the Soviet-style
autarky to which Western sanctions have doomed Russia.

The panicked departures crown an upward trend in
emigration that’s developed in recent years. According to
Russia’s flawed official statistics, which chronically under-
estimate the number of émigrés compared with destination
countries’ data, Russia lost 1.2 million people in 1992 and
1993, years immediately following the Soviet collapse that
were marked by conflict and hyperinflation. Many of them
were academics and professionals who would go on to trans-
form entire scientific fields and approaches to education in
the countries where they settled.

Emigration eventually slowed, reaching a nadir around
2011, toward the end of Dmitry Medvedev’s relatively hope-
ful presidency and before the stolen parliamentary election
that year sent tens of thousands into the streets in protest.
After the demonstrations faded and Putin began tightening
the screws again, the outflow of Russians—again, mostly edu-
cated, middle-class professionals—regained speed. In 2014,
with the annexation of Crimea, one could again speak of an
exodus. It didn’t register in official statistics, because many
of those departing kept their Russian homes and passports.
But German data, for example, show 23,352 new residents
from Russia in 2014—including myself, my wife, and our two
daughters—up from fewer than 20,000 in 2011.

In 2019 a report compiled by the Atlantic Council, a think-
tank in Washington, D.C., estimated the size of the “Putin

ILLUSTRATION BY 731
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exodus” since 2000 at between 1.6 million and 2 million
people. More than half settled in the West via work contracts
and student exchanges, while a sizable number received polit-
ical asylum.

These men and women didn’t leave Russia in search of a
more comfortable lifestyle but rather in the hope of finding
freedom and intellectual opportunity, having had a tantaliz-
ing taste of it at home. I call this wave—our wave—the emigra-
tion of disappointment. For about 15 short but eventful years,
it looked to us as if Russia could be a new country, one that
looks to the future, not the past, one that uses its enormous
store of talent for progress, not destruction. It turned out
to be an illusion. Putin hacked away at that vision year after
year, as repression increased in direct proportion to resent-
ment of the official ideology.

Vladimir Sorokin, whose mid-2000s dystopian dilogy, Day
of the Oprichnik and Sugar Kremlin, predicted with frighten-
ing accuracy where Putin’s policies would land Russia, now
is a fellow Berliner. Grigori Chkhartishvili, whose stylish mys-
teries and popular historical works written under the pen
name Boris Akunin harked back to the pro-Western, progress-
oriented early 20th century roots of post-Soviet Russia, now
calls London home.

The Ukraine invasion of 2022 laid waste to any remnant of
hope. It’s too late to speak of disappointment today. Stronger
words are needed. “My Russia has given birth to bona-fide fas-
cism,” Mikhail Khodorkovsky, the ex-oligarch who chose exile
over captivity around the time I left Russia, tweeted recently.

The new fugitives I speak to are stricken, disoriented, and
often ashamed—ashamed to call Ukrainian friends or vol-
unteer to help Ukrainian refugees because it would mean
looking them in the face. Some of these émigrés actually wel-
comed the almost-bloodless Crimea annexation eight years
ago. Polls at that time showed that an overwhelming number

of Russians supported the move and didn’t see it as illegal.
But Russian bombs raining on the heads of Ukrainian civil-
ians turned out to be too much even for them.

“A true Russian is never ashamed of being Russian,” Putin’s
spokesman Dmitry Peskov said recently. “If somebody says
they are, they are not Russian, and we have nothing to say
to them.”

Yet there’s nothing the new émigrés can do about being
Russian. As they start looking for new homes and jobs—as
software developers, teachers, researchers—they can’t hide
their names, accents, and passports. Along with earlier arriv-
als, they’re already feeling the anti-Russian sentiment that
Putin has inflamed. Somebody set the gym of a German-
Russian school in Berlin on fire the other day. In the U.S.,
Representative Eric Swalwell (D-Calif.) has argued for “kicking
every Russian student out of the United States,” and British
lawmaker Roger Gale says all Russians living in the country
should be “sent home.” Unlike those in the previous waves
of emigration, the Russians who come now are often seen as
being complicit with the Putin regime. They’ve waited too
long to leave.

Still, like their predecessors, these Russians, too, will
integrate into their new homelands. They’ll write code and
essays, play music, staff labs. They’ll apply the skills, which
Putin has traded for a moth-eaten imperial dream, to the bet-
terment of other societies just when Russia faces perhaps
the most unorthodox challenge in 100 years: To build a via-
ble, almost completely self-sufficient economy as the world’s
most sanctioned nation.

Even Putin appears to understand what negative selec-
tion can do to his grand projects. In mid-February, the inva-
sion plans ripening in his head, he ordered his ministers
and agency heads to find ways to lure foreign academics
to state research institutions. Russian intellectuals greeted
the undertaking with derision even then. That idea looks
preposterous now.

Smart people have been voting with their feet all these
years, because Putin’s vision of greatness has insulted their
intelligence. Paradoxically, even his flawed vision requires
brains to be minimally viable. The invasion has been marked
by grievous failures of strategy, tactics, and preparation. The
Putin regime’s intellectual poverty has been laid bare. Fear and
violence are not conducive to clear thinking. Even if Russia still
has plenty of smart people left—thousands of graduates of the
country’s best universities who’ve signed anti-war petitions
haven’t emigrated yet—the brains aren’t available to the regime.
The analytical capabilities of its government-sponsored think
tanks, ministries, and the intelligence community are afflicted
by something akin to institutional stupidity.

As someone who remembers the Soviet Union’s demise,
I know this isn’t a sustainable situation. I am almost certain
that I’ll see the brain drain reversed in my lifetime, once
the Putin edifice falls apart. Then it will be time for another
attempt to bring Russia to its senses. Eventually, one of these
attempts will take hold. @
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apsed in 1991,
ag in Russian soil.
pple, McDonald’s,

s, those long-standing ties have unraveled.

Russian President Vladimir Putin’s invasion
of Ukraine on Feb. 24, set off a mass corporate
exodus, starting with BP Plc and quickly gather-
ing pace as dozens of global brands followed. The
chaotic unwinding has left companies wondering
how they’ll compensate workers and pay for assets
left behind, and if they can recoup the value of
their abandoned businesses in what has suddenly
become the world’s most sanctioned nation.

With the legal status of the assets in doubt—
Russia has said it might nationalize businesses left
behind—it could take years for companies to return,
if ever. Preparing for a second act in Russia comes
with huge unknowns, including how long sanctions
might remain in place, the logistical and financial
challenges of rebuilding an operation, and the con-
sumer backlash, both by Russians who might feel
abandoned by their cherished brands and by those
who don’t want to be complicit in financing Putin’s
war machine. Andrew Forrest, the chairman of

Australian iron ore producer'F
Group Ltd., put it bluntly: “If yo
lar from Russia right now, I’d cal
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the Japa wner of the Uniglo'apparel chain,
and Jap acco Inc., Russia’s leading cigarette
maker, joined in, shuttering their Russian opera-
tions or suspending investment there.

But packing up has proven hard for some com-
panies with established Russian ties. Renault
SA, partially owned by the French government,
is the only major global automaker that hasn’t
pulled back either on trade with Russia or from P
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< production at local factories. Renault owns 68%
of AvtoVaz, the maker of the Lada brand, and
relies on Russia for about 10% of its revenue, more
than other major car manufacturers. But it’s defi-
nitely an industry outlier: On March 15 tiremaker
Michelin joined Ford Motor, General Motors,
Stellantis, and Toyota Motor in suspending some
Russian operations.

Few businesses departed after Russia’s 2014
annexation of Crimea, says Lou Naumovski, a
Canadian former diplomat and businessman with
40 years of experience linking Western businesses
to Russia and the Soviet Union. This time the ques-
tion is whether the Kremlin’s actions have “poi-
soned the business climate irreparably,” he says.

Leaving Russia will be complicated for many
global companies. BP, which announced it would
sell its stake in Kremlin-backed oil giant Rosneft
0Oil Co., is likely to lose $25 billion in the process.
Goldman Sachs Group Inc. became the first Wall
Street bank to wind down its operations in the
country after moving some of its Moscow staff to
Dubai. And Denmark-based Carlsberg AS, Russia’s
largest beermaker, says it’s reviewing all options for
its seven plants, which employ 8,400 workers and
account for about 10% of its sales.

In the near term, companies that have shut
stores or idled plants but are keeping workers
employed will face the challenge of paying them.
They’re no longer generating significant local
sales, and sanctions may make transferring money
from abroad difficult or impossible. About 6.5% of
Russia’s workforce is employed by organizations
that are foreign-owned or have joint Russian and
foreign ownership, according to statistics agency
Rosstat. Foreign companies employing at least
150,000 in the country have announced a suspen-
sion of operations, store closures, a moratorium on
investment, or other measures since the invasion,
according to Bloomberg calculations. The number
affected may be far higher, because not every com-
pany has disclosed such steps or its head count.

Closing shop can be costly. For McDonald’s
Corp., which has shuttered its 850 stores in Russia
but says it will continue to pay its 62,000 local
employees there, those wages, along with lease
payments and supply chain expenses, will cost
about $50 million a month.

Adidas AG, with 7,000 employees in Russia
and neighboring states, wired funds to Russia
as tensions with Ukraine heated up. Executives
didn’t say how long the reserves might last but
expressed optimism about resuming operations
later this year. “Hopefully the situation is going to
normalize,” Chief Executive Officer Kasper Rorsted

says. “When that situation will normalize, neither
you nor I would know.”

Publicly traded companies have been more
likely to act because they want to avoid being
shunned by capital markets as a result of reputa-
tional risk, says George Voloshin, a director at risk
consulting company Aperio Intelligence. “Privately,
CEOs have probably been telling one another they
would prefer to stay if possible, but given the pres-
sure being put on them and the brands in general,
it’s difficult to do that,” he says.

At this stage, it seems inconceivable that many
major Western businesses will start coming back
before an end to the war. So with the possibility
of a truce unclear and Putin escalating his military
campaign, Russia’s image as a place to do business
seems set to take a lingering hit. “The chilling effect
will be long-lasting,” says Maria Shagina, visiting
senior research fellow at the Finnish Institute of
International Affairs, who’s studied Western sanc-
tions against Russia. “It will take a lot of time to
whitewash the image of Russia.” —Thomas Buckley
and Daniela Sirtori-Cortina, with Tim Loh,
Deirdre Hipwell, Leslie Patton, Thomas Seal, and
Benoit Berthelot

THE BOTTOM LINE As global brands from Apple to McDonald’s
to Michelin pull back from business in Russia, the country’s future
appeal for foreign investment could be at risk for years to come.

V Net foreign direct
investment in Russia
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Will This Covid Star
Geta Second Act?

@ Vir scored with monoclonal antibodies in the pandemic’s early

days. Now it needs more

Vir Biotechnology Inc. started five years ago with an
unconventional plan to tackle infectious diseases,
for which pharmaceutical companies had shown
little interest in researching new medicines. The
emergence of Covid-19 presented the San Francisco-
based biotech with an opportunity to make good on
its promise. It rapidly designed a monoclonal anti-
body therapy that worked after other new drugs
failed. At one point, Vir’s treatment was the only
one of its kind that was effective against the heavily
mutated omicron variant, helping fuel the sale of
almost 2 million doses of its drug to date.

DATA: WORLD BANK
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That success may not last, though. Vir’s own
research suggests its Covid drug, sotrovimab,
isn’t as potent against the newest mutation of
omicron, known as BA.2. The arrival of pills from
Pfizer Inc. and Merck & Co. to treat Covid means
the medical community may migrate away from
antibodies such as Vir’s anyway. Sotrovimab is dif-
ficult to administer because it must be given by
infusion in a medical center. And cases of Covid
are dwindling, cutting into the market for any
new antivirals.

After an impressive drug development debut
that led Vir to a $3 billion market valuation, its man-
agement must prove the company can live up to
its hype and churn out blockbusters for some of
the world’s other most prevalent illnesses, includ-
ing hepatitis B, HIV, and influenza. It has been dif-
ficult to devise drugs against them in part because
the viruses that cause them mutate rapidly.

Vir’s managers want to harness immunology,
the science of mobilizing the body’s immune sys-
tem to fight disease, in new ways. That approach
has led to drugs such as the multibillion-dollar can-
cer immunotherapies Keytruda and Opdivo.

Vir’s earliest financial backer, Robert Nelsen,
a prolific biotech investor and co-founder of Arch
Venture Partners, envisioned the company using
breakthroughs in immunology to come up with
drugs and cures for long-neglected infectious dis-
eases and in 2016 approached former Biogen Inc.
Chief Executive Officer George Scangos to join Vir’s
board. Scangos was so intrigued by the prospect, he
decided to be CEO instead. The pharma veteran was
drawn to the large impact Vir could have if it were
to succeed: HIV, the virus that causes AIDS, infected
1.5 million people globally in 2020, the most recent
year data are available, according to the Joint United
Nations Programme on HIV and AIDS (UNAIDS). The
World Health Organization estimates 300 million
people live with chronic hepatitis B infection. The
flu causes 290,000 to 650,000 deaths a year, accord-
ing to a WHO estimate. A “potent and safe therapy”
that works against flu or hepatitis B could generate
more than $1 billion in annual sales, Cowen analyst
Phil Nadeau says.

Still, it was a challenge to get investors on board.
“If you had to list the places people thought were
the least trendy and the hardest to make money, it
would be infectious disease,” Nelsen says. But two
years into the pandemic, he adds, people “don’t
tend to ask that question anymore.”

Nelsen started raising money for Vir pre-Covid
and relied on the Bill and Melinda Gates
Foundation, one of the biggest public-health
investors, and others as early supporters. The

pandemic jolted the business plan. When reports
of a mysterious pneumonia-like illness in China
reached the U.S. in January 2020, Vir’s top scien-
tist told Scangos to pay attention. “This is going to
be the big event of our lifetime. We need to work
on this,” Scangos remembers Chief Scientific Officer
Skip Virgin saying during a call that month.

Vir’s scientists quickly started developing a
monoclonal antibody, a treatment that prevents a
foreign invader such as the coronavirus from infect-
ing cells. These types of drugs bind to the spike pro-
tein, a part of the virus that mutates over time as
it seeks to evade the human immune system. Vir
knew Covid could mutate to render its drug less
effective, so it designed its therapy specifically to
withstand those changes.

The company looked for antibodies in a blood
sample from a patient who’d recovered from SARS-
CoV, which emerged in 2003. They found sotro-
vimab, which also worked against Covid-19, the
latest iteration of SARS. Having previously led a
global drugmaker, Scangos knew Vir would need
help from a larger company if it wanted its drug
to be widely distributed. He found a partner in
GlaxoSmithKline Plc, and the pair raced to intro-
duce sotrovimab, securing emergency authori-
zation in the U.S. in May 2021. Since then, the
companies have won the right to sell the treatment
in more than 40 countries.

But Covid did what everyone expected it to: It
mutated and mutated again. Although Vir’s drug
managed to outshine rivals and work against a
number of variants, BA.2 may finally outsmart the
drug. Vir’s own analysis of 10 experiments found
the antibody is sixteenfold less effective against
the subvariant. It’s not entirely clear how those
findings, which come from lab studies, will trans-
late into patients in the real world, says Ashley

Brown, an antivirals expert at the University of

Florida College of Medicine. But a Covid treat-
ment advisory panel of experts from the National
Institutes of Health recommends using Pfizer’s p

@ Vir Biotechnology’s
sales in 2021, up from
$76.4 million in 2020

$1.1b

“Ifyouhadto
listtheplaces
people thought
were theleast
trendyand
thehardestto
make money,
itwouldbe
infectious
disease”
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< Paxlovid antiviral pill before sotrovimab.

Vir scrambled to keep its other programs alive
during the Covid crisis. It designed an antibody to
prevent serious illness from every strain of influ-
enza A identified since the 1918 pandemic. Ideally,
if it worked in trials, the treatment would be given
to people who are at high risk of serious compli-
cations from the flu, such as older adults. But that
research stalled during the Covid crisis because
social distancing and masking halted the spread of
the flu, making it impossible to conduct a clinical
trial in people infected with the virus.

Vir has also continued to seek a functional cure
for hepatitis B. (A functional cure stops an illness
even though the virus may still be detected in a per-
son’s bloodstream.) The company is testing a hand-
ful of approaches, including combining an antibody
with gene-silencing technology. Vir is also develop-
ing a vaccine for HIV.

Jumping into the race to introduce Covid treat-
ments may have divided the company’s attention,

This Satellite Race Vay

Crowd the Heave

but it gave Vir something most young biotech
companies wish they had: cash, and lots of it. Vir
recorded $1.1 billion in sales in 2021, up from only
$76.4 million in 2020. Even in the face of questions
about sotrovimab’s effectiveness against the latest
Covid mutation, the company could still sign more
multibillion-dollar contracts for the drug this year,
says Joel Beatty, a Robert W. Baird & Co. analyst,
though he views that as unlikely.

“If Covid went away tomorrow and we just had
the pipeline, it would be a superexciting com-
pany,” Nelsen says. He envisions building upon
Vir’s early Covid success to make pan-viral drugs
that work against coronaviruses, flu, and the con-
tagious respiratory syncytial virus. “That’s like
the holy grail drug,” Nelsen says. “We have a
whole program looking for those kinds of drugs.”
—Angelica Peebles

THE BOTTOM LINE Vir Biotechnology’s monoclonal antibody has
proven less effective against the latest omicron subvariant. Vir is
turning its focus toward medicines for other infectious diseases.

@ Billionaires including Elon Musk and
Jeff Bezos are launching low-orbiting

networks for broadband service

As the U.S. and its allies provide Ukraine with aid,
President Volodymyr Zelenskiy’s government is also
getting assistance from a less likely source: Elon
Musk. Soon after Russian President Vladimir Putin
started the war and Ukraine publicly pleaded for
help, Musk’s SpaceX enabled its Starlink satellite
broadband service in Ukraine and began shipping
additional dishes. Those dishes are especially valu-
able now that Russia’s military is targeting Ukrainian
infrastructure. “Received the second shipment of
Starlink stations!” Mykhailo Fedorov, Ukraine’s min-
ister of digital transformation, tweeted on March 9.
“@elonmusk keeps his word!”

The dishes Musk has provided to Ukraine and
to Tonga following its January tsunami have cast a
spotlight on low-Earth-orbit (LEO) satellites, a new
generation of spacecraft that can circle the globe in
just 90 minutes and connect users to the internet.
They’re small and inexpensive: A Starlink satellite
weighs 260 kilograms (573 pounds) and costs from
$250,000 to $500,000, while an Inmarsat Group
Holdings Ltd. geostationary satellite can clock in
at 4 metric tons and sell for $130 million.

The satellite networks will be able to provide
broadband access to tens of millions of people »

<« A SpaceX rocket
carrying 49 Starlink
satellites launches
from the Kennedy
Space Center in Cape
Canaveral, Fla., on
Feb.2

PAUL HENNESSY/GETTY IMAGES
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< in places such as rural India that otherwise lack
access to more traditional mobile and fixed-line
networks. “There is a large opportunity to bridge
the digital divide in remote areas where the cost
of terrestrial communication is high, and hence
both voice and broadband communication have
not been set up,” says Anil Bhatt, director general
of the Indian Space Association.

On March 9, Musk boasted that SpaceX had sent
48 more satellites into orbit, adding to its over 2,000
already circling the Earth. But Musk has rivals with
their own LEO satellite ambitions. They include fel-
low space billionaire Jeff Bezos. Amazon.com Inc.’s
Kuiper Systems wants to launch more than 7,000
satellites. On March 5 a Chinese rocket launched
six LEO satellites for Beijing-based GalaxySpace,
which plans a constellation with as many as 1,000.
The European Union in February announced a plan
for a constellation that would cost about €6 billion
($6.6 billion). And Indian billionaire Sunil Mittal’s
Bharti Global, along with the British government,
is an investor in OneWeb Ltd., which plans to begin
operating its LEO constellation of 648 satellites this
year. It intended to launch its latest group of satel-
lites on March 5 aboard a Russian rocket, but can-
celed after the Kremlin’s space agency demanded
that the U.K. sell its stake. OneWeb is looking for
alternative services for six future launches.

Unlike more established operators, which have a
relatively small number of satellites in fixed locations
about 36,000 kilometers (22,369 miles) above sea
level, companies launching LEO satellites place them
at heights of 550 to 1,200 kilometers. That makes it
easier for the satellites to provide speedy services
than those higher in space, says Marco Caceres, an
analyst with Teal Group, an aerospace and defense
market analysis firm. “They’re going to make a lot
of these traditional systems dinosaurs overnight,”
he says, adding that Starlink alone is likely to have
4,500 satellites in operation by the middle of the
decade. “They’re moving at lightning speed.”

In some cases, maybe too fast. SpaceX began
signing up customers in India in 2021 even though
it didn’t have a license to offer Starlink service
there. India’s government in January demanded
the company return money from would-be cus-
tomers. As SpaceX works out its entry strategy for
India, Reliance Jio Infocomm Ltd.—the telecommu-
nications operator controlled by Mukesh Ambani,
India’s richest person—in February formed a joint
venture with Luxembourg-based satellite operator
SES SA to provide internet access via satellites in
geostationary and medium-Earth orbits.

While the new satellite companies boast of their
ability to reach underserved communities, many

will struggle to make their equipment affordable for
some target markets, says Bloomberg Intelligence
analyst Matthew Bloxham. According to BI, a stan-
dard Starlink plan costs $499 for the hardware, plus
a monthly fee of $99. But there are other reasons
governments are likely to provide financial support
for internet via satellite, Bloxham says: “It provides
resilience in case of a cyberattack that takes out the
regular internet that we know today.”

Still, critics say Musk and others aren’t
considering the risks of having too many satel-
lites in a relatively narrow band above Earth.
“What’s going on now is there’s a race to put up as
many as possible for the rights that are implied by
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having those satellites, even if it’s not economically
justified, or safe, or sustainable,” says Mark
Dankberg, chairman of Viasat Inc., a California-
based satellite operator of geostationary satellites,
which in November agreed to buy rival Inmarsat
for $4 billion. As operators attempted to bulk up
in response to the challenge from newcomers,
M&A deal volume for the satellite industry in 2021
reached its highest level since 2007, according to
data compiled by Bloomberg, with companies sign-
ing 60 deals worth $18 billion.

China in December said two of Starlink’s satel-
lites came dangerously close to its space station.
The U.S. said there had been no “significant prob-
ability” of a Starlink collision with the Chinese sta-
tion, but some experts worry that the situation
was a sign of what’s to come. International agree-
ments governing space date to the 1960s and ’70s,
when billionaires didn’t have their own space pro-
grams. “We have so many of these new actors com-
ing on board, and we don’t have sufficiently strong
international law,” says Maria Pozza, a director at
Gravity Lawyers in Christchurch, New Zealand,
who advises clients on space law and regulation.
“We’ve got a little bit of a mess.” —Bruce Einhorn,
Ragini Saxena, and Thomas Seal

THE BOTTOM LINE Upstarts are betting that smaller, cheaper
low-Earth-orbit satellites can bring broadband and mobile service to
remote areas of India and embattled countries such as Ukraine.
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Facebook’s
Top Politician

® Nick Clegg has joined the
innermost circle at Meta. What,
if anything, does that change?

Shortly after Russian troops invaded his country in
February, Ukrainian President Volodymyr Zelenskiy
sent separate letters to Meta Platforms Inc. Chief
Executive Officer Mark Zuckerberg and Chief
Operating Officer Sheryl Sandberg. He wanted them
to block Russia’s state-backed media outlets from
posting to Facebook in Ukraine; he also asked that
they cut off Facebook and Instagram in Russia itself.

Neither Zuckerberg nor Sandberg responded.
Instead, Zelenskiy heard from Nick Clegg, Britain’s
former deputy prime minister, who’s worked
the past three years as a high-ranking executive
at Meta. Clegg, who spent his political career as
a Liberal Democrat, had talked to Zelenskiy sev-
eral months earlier, on a video chat in which the
Ukrainian president pitched him and Sandberg on
opening an office in the country. Now, Clegg told
Zelenskiy that Meta would block Russian media in
Ukraine but would not stop operating in Russia,
arguing its services helped people there organize
protests and get reliable information.

Clegg was also talking to Russian officials,
who demanded that Facebook stop fact-checking
posts from state-backed media accounts. When
he refused, they first throttled, then blocked the
social network from operating in the country, par-
tially doing for Zelenskiy what Clegg wouldn’t.

He’s remained in contact with Zelenskiy and
his staff by email, sending them regular updates
on Meta’s efforts to protect Ukrainian users from
Russian reprisals—with such features as the ability
to lock their accounts or hide their friends list—
and on the company’s decision to block ads from
Russian businesses.

Clegg’s relationship with Russian President
Vladimir Putin’s government has been far less
cooperative. As the fighting continued, Meta
changed its policy temporarily to allow users in

Ukraine to call for violence against Russian soldiers
in the context of the war, or to make nonspecific
calls for Putin’s death. Several days later, Clegg clar-
ified that its rules didn’t allow for calls to kill any
heads of state. Nonetheless, Russia responded by
banning Instagram within its borders.

Meta hired Clegg in 2018 to handle high-stakes
negotiations with government officials, though it
was mostly thinking about lobbying, not wartime
maneuvers. Since then he’s established himself as
one of the company’s most influential executives,
playing a central role both in its policy decisions
and in how it communicates them publicly, accord-
ing to more than two dozen people familiar with
the company, many of whom requested anonym-
ity to discuss private interactions. Just before the
war began, Zuckerberg announced he was promot-
ing Clegg to president of global affairs, describing
him as the point person on all policy matters and
saying he was now “at the level of” himself and
Sandberg atop the company.

To a certain extent, this just acknowledged a divi-
sion of labor that was already in place. But it also
formally added a third person to the leadership of
an institution that’s long been dominated by its top
two executives. The role comes with an elevated
paycheck: Clegg was awarded a stock package worth
about $12.3 million earlier this year, getting almost
as many shares as he’d been granted during his first
three years at the company combined, according to
someone familiar with the arrangement.

In his first interview since the promotion, Clegg
describes the structure as a way to smooth out
Meta’s operations, saying he’s making many high-
level policy decisions autonomously, while keeping
Zuckerberg informed. “It certainly made for efficient
decision-making,” he says of the first days of the war.
“Dare I say I think we moved a little more quickly
than we might have done on other occasions.”

By making Clegg the public face of the compa-
ny’s policy operation, Meta is effectively admit-
ting that its other top leaders don’t want to serve
in that role anymore—and that they haven’t been so
good at it lately. People close to Zuckerberg and P
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<« Sandberg acknowledge that the public’s often
negative view of Meta’s leaders can undermine the
company’s messaging. Zuckerberg, in particular, is
primarily interested in burnishing his reputation as
an innovator, they say, and feels that talking about
controversial topics is undermining that image.

“The baton is passing for a very good reason,”
says Richard Allan, a former member of Parliament
in the U.K. who spent a decade as a policy executive
with Meta in Europe before leaving in 2019. “Almost
the worst bit of the job is making decisions about
policy stuff where whatever decision you make
you’re going to get attacked. Now they have some-
body who quite enjoys making policy decisions.
That’s what Nick’s done all his life.”

Meta’s critics called the announcement little more
than a public-relations move, arguing that Clegg is
already tainted by his role in years of questionable
moves the company has made since his arrival. “He’s
been there over three years, and really nothing has
changed,” says Michael Connor, executive director of
Open MIC, an advocacy group that works with inves-
tors to push for social changes at tech companies.
“It’s pretty clear that Mark Zuckerberg has burned
his bridges with some critical constituencies, includ-
ing legislators in the U.S. and Europe, so they had to
put a new person forward.”

Clegg disagrees, of course, saying he wouldn’t
have taken a job that consisted of “soaking up the
flak externally” without any real influence on com-
pany decisions. He says Meta has made big changes
on misinformation and other issues during his ten-
ure. But even people who’ve worked with him
question whether he’s spent too much time apolo-
gizing for Zuckerberg without pushing the CEO to
make different policy decisions than the ones he
would’ve made anyway. Clegg is popular within the
company and has tried to make his mark, says Katie
Harbath, a Republican strategist who left her role
as Facebook’s public-policy director in February
2021 and now leads her own consulting firm. But “it
still very much has felt like he’s executing on what
Mark ultimately decides.”

Meta’s hiring of Clegg was notable for being the
first time a U.S. tech company had hired such a
high-ranking European politician. The move had
some obvious logic at a time when pressure from
European regulators was ramping up. The com-
pany was reeling from a series of crises at home as
well, mostly over the Cambridge Analytica scan-
dal and the fallout from the 2016 U.S. presidential
election. At the least, Meta was getting an execu-
tive who would be a credible name, could speak
five languages, and could bring gravitas and a
non-American perspective to the senior ranks.

Why Clegg would want the job was another
question. He’d have to move from Europe to work
from Meta’s headquarters in Menlo Park, Calif.,
and would report to a famously controlling CEO
who’d have the ultimate say on any important
decisions. “He needed to meet Mark and under-
stand where Mark was coming from,” says Allan.
In the end, the chance to manage the chaos sur-
rounding Meta appealed to Clegg, according to
Jonny Oates, his former chief of staff from his time
as deputy prime minister. “After you’ve been in
government, it’s quite difficult to find jobs that are
fulfilling,” he says.

During the interview process, Clegg sent
Sandberg a memo describing Facebook’s main
policy challenges. Among his suggested solutions,
according to a person who saw the memo, was ask-
ing governments and other outside groups to help
regulate online speech, relieving Meta of the need
to make all those decisions on its own. Clegg then
joined her and Zuckerberg at the CEO’s home for
a dinner that left all three feeling good about work-
ing together. Three years later the chemistry seems
to persist. “He’s a straight shooter,” Sandberg says.
“I deeply respect him.” She describes Clegg as a
friend, and she and her fiancé took him and his
wife to a Brad Paisley show in October.

Clegg has spent much of his time at Meta navi-
gating its role in policing user speech. Soon after
starting, he oversaw the creation of Facebook’s
Oversight Board, an independent group of experts
meant to review some of the company’s decisions
on content moderation. The following year he was
one of the forces behind Facebook’s decision to
take a hands-off approach on political content,
according to two people familiar with the mat-
ter. Clegg was the first Meta executive to explain
the approach publicly, saying in a September 2019
speech that the company wouldn’t fact-check
posts from politicians, because their statements
were considered newsworthy. The move enraged
civil rights leaders, who complained to Sandberg
about the policy two days later, according to a per-
son familiar with the matter. Clegg later joined a
dinner with some of those leaders at Zuckerberg’s
house in which Meta tried, mostly unsuccessfully,
to placate them.

In May 2020, Joe Biden’s campaign complained
to Zuckerberg that Meta had “fallen well short” of
policing election-related misinformation. Clegg
responded, assuring the campaign that combating
misinformation was a priority, while defending
Meta’s approach and offering no changes, accord-
ing to a copy of the letter Bloomberg Businessweek
reviewed. Clegg did successfully push for a ban b

“Nowtheyhave
somebodywho
quiteenjoys
makingpolicy
decisions.
That’swhat
Nick’sdoneall
hislife”
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< on new political advertisements in the final week
of the election, mirroring ad blackouts in the U.K.,
according to a person familiar with his thinking.

Clegg also played a critical role in what was
arguably the single most significant policy decision
Meta has ever made: removing Donald Trump from
its platforms. After Facebook suspended Trump’s
account for 24 hours on the evening of Jan. 6,
2021, Clegg worked late into the night assembling
a case to make the move indefinite, according to
someone familiar with the matter. The following
morning he outlined his rationale in a video call
with Zuckerberg and Sandberg. They took Clegg’s
advice, with Zuckerberg announcing the decision
later that day in a blog post Clegg helped write.

It was also Clegg’s idea to ask the Oversight
Board to review the matter. After months of delib-
erating, the board, which is funded by Meta but
operates independently, agreed with Meta’s deci-
sion but said that suspending Trump “indefinitely”
was outside the company’s existing policies.

Once again, Clegg was tasked with coming up
with an answer. After holding multiple meetings
with senior staff, his group decided on a two-year
suspension. He presented the decision to Meta’s
board of directors before it was publicly announced,
according to a person familiar with the process.

The controversies over Trump and Meta’s role
in U.S. politics are far from settled. There are mid-
term elections this year, which are almost certain to
provoke contention over social media. Trump’s sus-
pension will also end just as the next presidential
race heats up. If he’s a candidate, Trump is likely
to push the boundaries of Meta’s content modera-
tion rules again, reviving to at least some degree its
dilemmas from the 2020 election and its aftermath.

Compared with the difficult—and, to many,
unsatisfying—decisions Meta has made around
U.S. politics, its moves since the start of the war
in Ukraine have been relatively easy. Putin faces
almost universal condemnation for his military
action, and U.S. companies have moved rigorously
to cut off the Russian economy. Meta will still have
to make uncomfortable calls, though. Its messaging
platform WhatsApp remains operating in Russia,
and the company could yet face pressure to block
it or do something that causes Russia to ban it.
Eventually, Meta will also presumably have to
decide what it’s willing to do to offer Facebook and
Instagram in the country again. “We are seeing in
recent years Russia moving more in the direction of
restricting access to content,” says Joshua Tucker,
a professor at New York University who runs the
school’s Center for the Advanced Study of Russia.
“My guess is that this [war] will only accelerate it.”

Clegg worries that problems arising from the
invasion of Ukraine could spill over to internet
freedom issues elsewhere. “If Europe and America
can’t get their act together to come up with new
rules of the internet together, what hope have we
got to prevent the kind of Russo-Chinese view of
the internet—the Balkanized, controlled internet—
to become the direction of the future?” he asks.

Meta is already dealing with this issue in India,
its biggest market and a country whose approach to
internet policy is still evolving. India last February
introduced so-called intermediary rules that govern
social media entities. These would force tech com-
panies to trace a message’s origin, essentially killing
encrypted messaging. Meta’s WhatsApp service,
which has more than 500 million users in India,
uses encryption as a core part of its app; it’s been
an important privacy feature promoted by Meta
executives. WhatsApp has challenged the tracing
requirements in a lawsuit.

In March, Clegg is making his first official work
trip to Europe since the beginning of the pan-
demic. He plans to meet French and German min-
isters and European Union regulators in Brussels,
among others. Meta is still likely to inspire deep
skepticism in Europe. In the U.S. it faces a law-
suit from the Federal Trade Commission, and it’s
attempting to sell users and policymakers on its
vision for the metaverse, its idea for the next gen-
eration of computing. The company’s public stand-
ing may be worse now than it was when Clegg first
joined, and he’s expecting the end of the era in
which governments have taken a largely hands-
off approach to social media companies. “In five
years’ time we will be a far, far more heavily reg-
ulated entity,” he says. “There are things we’ll get
wrong. But I do think we’re getting a lot more right
than many of our critics assume.” —Kurt Wagner
and Naomi Nix, with Brad Stone

THE BOTTOM LINE Meta’s new president of global affairs
was launched immediately into his first big crisis with the
invasion of Ukraine.

<« Clegg meets with
Zuckerberg and
Sandberg at the
CEO’s California home
just before he joined
Facebook in 2018
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Beljing Nudges
Delivery Giants to
Help Restaurants

® The country’s biggest platforms lower
fees for eateries hit hardest by Covid

It’s a tough time to run a restaurant in China, as the
pandemic enters its third year of holding back the
economy. The government has tapped an unlikely
source of potential relief, compelling the country’s
biggest food delivery platforms to cut fees as a sign of
willingness to share the pain. But it remains uncer-
tain if the move will even help restaurants and how
much it could harm the tech companies.

Meituan, China’s biggest food delivery platform,
said on March 1 that it would reduce its technology
service fee by 50%, capping it at 1 yuan, or 16¢, for
merchants in pandemic-hit regions if their daily
average user transaction volume has fallen more
than 30%. Alibaba Group Holding Ltd.’s Ele.me,
the second-largest platform, said on March 2 that it
would cut or waive commissions for merchants in
areas hit by Covid for at least 15 days.

Their moves are a recent illustration of the impact
of Chinese President Xi Jinping’s push to get private
businesses to contribute to “common prosperity.”
On Feb. 18 his government issued a plan to aid the
ailing service industry, including guidelines for food
delivery platforms to cut their fees. In a speech at the
opening of an annual legislative session on March 5,
Premier Li Keqgiang also stressed that the country
will “encourage large platform enterprises to lower
service fees and lighten the burden on small and
medium businesses.” The government sees the plat-
forms as “part of its toolkit when trying to absorb the
social costs of its zero Covid campaign—and broader
macro weakness,” wrote Bernstein analyst Robin
Zhu in a recent research report.

Investors worry about whether the platforms can
do this without undermining their own economic
prospects. Like many food delivery companies
worldwide, Meituan has grown rapidly but remains
unprofitable. On the day the government released
its guidelines, investors wiped $26 billion from its
market value, and its share price hasn’t recovered.
Representatives for Meituan and Ele.me did not
respond to requests for comment.

For Meituan, the guidelines are the latest twist
after years of scrutiny over its market power, the

welfare of its delivery riders, and its impact on the
restaurant industry. The company has been accused
of exploiting merchants by charging high commis-
sions and forcing them to sign exclusive contracts. It
disputes such criticism but began to make changes
when China’s top market regulator made it the tar-
get of an antitrust investigation in April 2021.

The month after the investigation started,
Meituan rolled out pilot reforms to make its fees
more transparent. It now says that 70% of merchants
on the platform can see the breakdown of its fees,
which include charges for its technology service
and, for those using its delivery services, labor costs
based on order value, distance, and time of delivery.

The antitrust investigation resulted in a $530 mil-
lion fine in October 2021, with the government citing
monopolistic behaviors such as the exclusivity
requirements. Meituan’s reforms haven’t gone far
enough for some restaurant owners. “We want
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Meituan to lower the fees, not just make it more
transparent,” says Sam Wang, a milk tea shop owner
in Chengdu. He complains he pays 21% of his order
value in fees, which he has trouble avoiding because
40% of his shop’s total orders are now delivered.
The latest reductions are unlikely to satisfy critics
in the restaurant industry. Aside from being tempo-
rary, they only apply to relatively small areas where
the economic impact of the pandemic has been the
most severe. Liu Hui, who runs a hot pot restaurant
in Shenzhen, isn’t eligible for the fee reduction. He’s
aware of how little leverage he has to work out a
better deal in the absence of government action.
“Meituan never negotiated with us,” he says. “Love
it or not, the platform is not short of merchants.”
—Vicky Feng and Jane Zhang, with Coco Liu

THE BOTTOM LINE Guidelines to get food delivery platforms to
lighten the burden on restaurants are putting the already unprofitable
tech companies in a difficult spot.

V Share of internet
users in China who
order meals online
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® Eighteen minutes of

chaos sent prices for a key
commodity soaring—and nearly
ruined many of its traders

It was 5:42 a.m. on March 8 in London when the
nickel market broke. At that time of day, bleary-eyed
traders are typically just glancing at prices as they
swig coffee on their way to the office.

On this day, however, metal traders across the
city were glued to a screen, watching the price
action on the electronic market, which was already
open to accommodate Asian trading. Nickel prices
usually move a few hundred dollars per ton in a day.
For most of the past decade, they’d traded between
$10,000 and $20,000.

Yet the day before, the market had started to
unravel, with prices rising a stunning 66%, to
$48,078. Now the traders watched with a mixture

of horror and grim fascination as the price went
vertical. Already at an all-time high by 5:42 a.m., it
lurched higher in stomach-churning leaps, soaring
$30,000 in a matter of minutes. Just after 6 a.m., the
price of nickel passed $100,000 a ton.

For participants in commodities exchanges, a
price rally is not necessarily good news. Miners,
traders, and manufacturers often use the market to
make short bets—that is, to make money when prices
fall. And when those wagers move violently in the
opposite direction, they can be hit with huge mar-
gin calls, or requests to put down more cash to back
their trades. The head of one London metals bro-
kerage recalls feeling sick as he watched the moves,
realizing what the spike would mean for his com-
pany, the market, and the global metals industry.
“Those 18 minutes will haunt me,” says the execu-
tive, who wasn’t authorized to speak publicly.

Nickel’s 250% rise in little more than 24 hours
plunged the industry into chaos and led the London
Metal Exchange to suspend trading for the first time

PHOTO ILLUSTRATION BY 731; PHOTO: BLOOMBERG. DATA: COMPILED BY BLOOMBERG. TIMES IN GMT



B FINANCE

Bloomberg Businessweek

March 21,2022

in three decades—nickel didn’t trade again until
March 16, with new daily limits on how far prices
could move. It marked the first major market failure
since Russia’s invasion of Ukraine, showing the rip-
ple effects of the removal of one of the world’s larg-
est exporters of resources from the financial system.

The spike was driven in large part by a short
squeeze centered on Chinese tycoon Xiang
Guangda, who’d amassed a big wager that nickel
prices would fall through his company Tsingshan
Holding Group Co. In a squeeze, rising prices put
traders betting on a drop in an ever-tougher financial
position, forcing them or brokers and banks doing
business on their behalf to buy the asset, a trade
known as short covering that can drive prices even
higher. Others in the market may also push up prices
in anticipation of that short covering. The wild rise
of nickel drew comparisons to the short squeezes in
meme stocks such as GameStop Corp. that gripped
retail investors for much of last year.

The difference is that nickel is a commodity that
touches the entire global economy. The metal is
found in all our homes as a key ingredient of stain-
less steel. It’s also one of the most important raw
materials in making batteries for electric vehicles.
“This was the most disorderly move in a metal I’'ve
seen in my career,” says Mark Hansen, chief exec-
utive officer of trading house Concord Resources
Ltd. “We had a frenzy based on speculation that
accelerated on Monday and Tuesday. People forgot
that this isn’t a video game retailer; it’s an import-
ant physical commodity.”

The seeds of the epic short squeeze were sown
last year, when nickel, like all commodities, was ral-
lying from its Covid-era low. Xiang didn’t believe the
rally would last. He started increasing his short posi-
tion on the London Metal Exchange. The LME’s his-
tory dates back to the early 19th century, when metal
traders drew a circle in the sawdust on the floor of
the Jerusalem Coffee House in the City of London.
Today, in addition to its electronic market, it’s one of
the last exchanges where brokers still gather in per-
son to yell orders at one another for part of the day.
Its participants are a mix of industrial metals compa-
nies, which tap the market to offset their price risks,
and hedge funds, which use it to speculate. Still, con-
tracts on the LME are backed by metal in a network
of warehouses around the world, a direct link with
the real-world industry.

Xiang isn’t just a financial trader making paper
bets on prices. He’s in the physical nickel busi-
ness. Born in 1958, he started out making frames
for car doors and windows in Wenzhou, in east-
ern China. He went on to pioneer methods for pro-
ducing nickel and stainless steel that upended the

markets and made his Tsingshan the world’s larg-
est producer of both. People who know Xiang,
who’s nicknamed “Big Shot” in Chinese commod-
ity circles, say he doesn’t hesitate to bet big on his
visions for the future. (This account of events in the
market is based on dozens of interviews with peo-
ple involved, many of whom requested anonymity
discussing private matters.)

Why bet against nickel when you have a nickel
business? Xiang wanted to raise Tsingshan’s pro-
duction dramatically by producing so-called nickel
matte for electric vehicle batteries. The company
had plans to produce 850,000 tons of nickel in 2022,
an increase of 40% in a year, according to a person
briefed on them. While few observers believed
Xiang could reach that level, he was confident. But
the obvious consequence of so much nickel hitting
the market, he believed, would be a fall in its price.

Not everyone shared his pessimism about prices.
Some hedge funds were buying nickel contracts in a
bet on the electric vehicle boom. The giant commod-
ity trader Glencore Plc also had a position on the
LME that would benefit from rising prices. By early
this year, it had taken ownership of more than half
of the available nickel in LME warehouses.

Everything changed when Russia invaded
Ukraine. Russia is the world’s third-largest pro-
ducer of nickel and its largest exporter of refined
nickel metal—the type deliverable on the LME. While
Russia’s nickel exports haven’t been targeted by
sanctions, U.S. and European buyers have sought
alternatives to Russian sources.

Nickel’s price moved sharply higher in the week
after Russia’s invasion. For Xiang’s big short posi-
tion, that was painful-and would have triggered
margin calls. It’s not clear to what extent Xiang saw
his short position as merely a hedge of Tsingshan’s
physical nickel inventories or as a speculative bet.
The annals of commodity markets are full of tales
of producers and traders that blurred the lines
between hedging and speculation and ended with
billion of dollars in losses.

In late February and early March, Tsingshan,
which had sales of 352 billion yuan ($55 billion)
last year, paid its margin calls on time. Then, on
March 7, nickel’s price began its parabolic ascent.
LME brokers and their clients were hit with mar-
gin call after margin call. Several large brokers got
margin calls of close to $1 billion each.

Tsingshan’s were even larger, numbering roughly
$3 billion, according to a Bloomberg calculation
based on the company’s total short position—which,
even after Xiang had closed out a portion of the bet
in previous weeks, was over 150,000 tons. The com-
pany paid at least some of its margin calls early »
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<« on March 7, according to a person familiar with
the matter. But its obligations dwarfed its available
cash and bank credit. As the price rose in London
the day after offices in Asia had closed, Tsingshan
started struggling to pay, the people say.

That put Tsingshan’s banks and brokers in a bind.
They had offset their deals with Tsingshan by placing
their own short positions on the LME. Now they had
to pay big margin calls on the exchange while receiv-
ing no margin from their client. Some started hurry-
ing to buy back nickel contracts, sending the price of
the metal spiraling ever higher. It was a classic short
squeeze, as the pain for Tsingshan, its brokers, and
other shorts created a self-reinforcing cycle.

Matthew Chamberlain, the LME’s CEO, stayed
up to watch the market open at 1 a.m. on Tuesday,
March 8. Things seemed calm at first, and he went to
bed. He was awakened by a phone call at 5:30 a.m.
The nickel market was anything but calm. The LME
convened its “special committee” at about 6 a.m.
and decided to suspend trading. At 8:15 a.m., the
screens stopped flashing, hours before the in-per-
son pit trading session was even set to begin. The
price was frozen, below the record high but still at
$80,000 a ton. Chamberlain and other executives
at the exchange soon began receiving frantic phone
calls from LME brokers.

By now, Tsingshan wasn’t the only nickel
company that was struggling—just the biggest. Many
producers, traders, and users of nickel were facing
margin calls many times larger than they were pre-
pared for. “When it was flying towards $100,000,
you could feel the damage, and you knew compa-
nies were fighting for their existence,” says John
Browning, founding partner of brokerage Bands
Financial Ltd. and a former LME board member.

At nickel’s current price, the brokers themselves
wouldn’t be able to pay their margin calls, they
told the LME. Four or five of the brokerages that
are LME members would have failed, a shock that
could have ravaged the global metals industry.
The March 8 price move “created a systemic risk
to the market,” the LME said two days later. Still,
Chamberlain told Bloomberg Television on March 9
that the LME’s solvency was never in doubt.

The LME made a near-unprecedented decision.
It would cancel all the trades that took place on
Tuesday morning—$3.9 billion of them, according to
a Bloomberg calculation. Exchanges sometimes can-
cel trades when technology glitches or “fat fingers”
cause one-off mistakes. It’s extremely unusual for
an exchange to cancel whole sessions after the fact.
Crucially, the decision meant traders wouldn’t need
to pay margin calls on the basis of the $80,000 nickel
price. Effectively, it rewound the market to the

moment when prices closed on Monday at $48,078.

The fallout was immediate. Investors who’d
booked trades during the chaotic session in the early
hours of Tuesday were furious. Among them were
some of the biggest names on Wall Street. Executives
from Goldman Sachs Group Inc. voiced their dis-
pleasure at the decision on a call with Chamberlain.
Others took to social media. “For the LME to can-
cel nickel trades between willing buyers and sell-
ers is unforgiveable. UNFORGIVEABLE,” tweeted
Mark Thompson, a former trader at Trafigura and
Apollo Global Management. The LME’s Chamberlain
defended canceling the trades. “The prices that were
being seen during that Asian session were becoming
disconnected from, I believe, physical reality,” he
told Bloomberg Television.

Most market participants expect prices to come
back down once the crisis around Xiang’s position
has been resolved. On March 14, a week after trad-
ing had been suspended, Tsingshan announced a
standstill agreement from JPMorgan Chase & Co.
and other banks that would allow it to maintain its
short bet. Prices tumbled by the maximum allowed
on the first, glitchy day of trading. Ironically, if
Xiang weathers the storm, Tsingshan’s nickel-pro-
ducing assets stand to benefit if prices stay high,
offsetting losses from the short.

The LME has seen trouble before, from a 1985
crisis in the tin market to an incident when a trader
at Sumitomo hid more than $2 billion in losses.
Those messes forced reforms on the exchange. Now,
people familiar with the matter say, the exchange is
likely to introduce such measures as position limits
and greater transparency. But the effects of the short
squeeze are likely to be felt in other ways. Some
aggrieved traders are already preparing to take legal
action. Some are also making plans to abandon the
LME nickel contract, a move that would reduce mar-
ket liquidity, making it harder for everyone from
miners to car companies to manage their exposure
to prices and gain access to financing.

Concord Resources’ Hansen argues that financial
investors who traded nickel last week should have
been prepared for the LME to step in. He draws a
comparison with “Silver Thursday,” the day in 1980
when an attempt by the Hunt brothers to corner the
silver market came unstuck. A key factor then was
the intervention of the exchange. “The LME at the
end of the day is a physical metal market,” he says.
“Anyone using the LME needs to understand that.
It’s not just a casino.” —Jack Farchy, Alfred Cang,
and Mark Burton

THE BOTTOM LINE After a short squeeze caused nickel prices
to go vertical, the exchange chose to cancel trades to keep some
market participants from going under.

“Whenitwas
flyingtowards
$100,000,you
couldfeelthe
damage”
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Inside the Secretive Firm

That Makes Markets

@ Citadel Securities, which handles about 40% of U.S. retail trades, just had a banner year. Not everyone is applauding

Citadel Securities LP was thrust into the spotlight
in 2021, with day traders, lawmakers, and regula-
tors all scrutinizing the firm at the center of one
of the U.S. stock market’s wildest periods. They’re
about to learn that amid the uproar, the financial
giant had its best year ever.

Billionaire Ken Griffin’s stock-trading
powerhouse posted record revenue of $7 billion as
frenzied bouts of volatility helped drive up earn-
ings. The figure, disclosed by people familiar with
the matter who declined to be named discussing
private information, topped the firm’s previous
record of $6.7 billion in 2020, when the pandemic
upended global markets. Inside Citadel Securities,
the haul is reason to celebrate. But it also high-
lights an emerging problem that senior executives
seem acutely aware of: The bigger it gets, the big-
ger the target on its back.

With ambitions to grow even more, the
company is starting to crack open its previ-
ously sealed doors to respond to its critics. In
interviews, managers addressed concerns that
the firm is too dominant, discussed rumors of
an initial public offering, and hinted at plans to
expand into businesses that Wall Street banks
have long controlled. “You get to a point where
staying under the radar is no longer an option,”
says Chief Executive Officer Peng Zhao. “We want
to be able to tell our own story, rather than hav-
ing the story told about us.”

Many are seeking to frame the Citadel Securities
narrative. U.S. Securities and Exchange Commission
Chair Gary Gensler has questioned whether retail
investors are being disadvantaged because equities
trading is so concentrated among Citadel Securities
and a few similar companies. After the firm’s star-
ring role in last year’s meme stock frenzy, Griffin
was hauled in front of Congress, where one law-
maker likened Citadel Securities to a casino and
another called it a “shark.” Just this month, Jon
Stewart threw some jabs at the company on his
new streaming show.

As a market maker, Citadel Securities is one
of the behind-the-scenes companies that actu-
ally fill the orders of brokerage customers and
institutional investors. It facilitates trading by
stepping in as a buyer or seller, earning tiny prof-
its on price differences, often within milliseconds.
The business Griffin built from a small group adja-
cent to his hedge fund, also called Citadel, has
expanded into one of the biggest trading houses
in the world, handling about 40% of all U.S. retail
trading volume and one in every four U.S. equi-
ties trades.

But even that isn’t enough for the ultra-
ambitious Griffin, who is said to frequently check
that Citadel Securities remains atop a ranking
of market-making rivals such as Virtu Financial
Inc. and Susquehanna International Group.
Griffin, with a net worth topping $30 billion, has
a reputation for driving an intense, competitive
culture. Zhao recalls how he was in his second
year at the firm as a low-level quant in 2007 when
Griffin drafted him to help build out models of
mortgages. What Zhao thought would be a few
hours of work turned into a three-month sprint, »
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<« with Griffin physically moving into Zhao’s office.

“For many weeks Ken was looking over my
shoulder, hovering above my keyboard, putting
out statistical analysis, models, and graphs,”
says Zhao, 40, who has a Ph.D. in statistics from
the University of California at Berkeley, speak-
ing in his first-ever in-person interview with a
news organization.

Now the company plans to add business in
Europe and Asia. It also wants to be a major liquid-
ity provider in the exploding cryptocurrency
market, a goal underscored by the $1.15 billion
it recently received from two prominent Silicon
Valley investors. That deal, valuing the firm at
$22 billion, could also herald an IPO—propelling
it into the very stock markets where it’s such a
dominant player.

Citadel Securities executives don’t dismiss
an IPO, but they say a listing isn’t on its imme-
diate agenda. Still, the step would help it build
on its expansion, particularly with institutional
clients who typically route their orders through
Wall Street banks, Chief Operating Officer Matt
Culek says. The firm has already signed 250 cli-
ents to the institutional equity options busi-
ness it launched in 2020 under former Deutsche
Bank AG executives Dave Silber and Jason Roelke.
Customer volumes in the group soared 90% in the
fourth quarter from a year earlier.

That has investment banks worried. After
ceding retail market-making share to Citadel
Securities, unable to compete on technology and
hamstrung by rules from after the financial cri-
sis, they’re staring at a fresh threat to the busi-
ness they typically handle from such clients as
hedge funds and pension investors. The firm is
also unsettling Wall Street’s efforts to retain its
best talent.

Citadel Securities hired a top trader from
Citigroup Inc. in January, and Goldman Sachs
Group Inc. executives identified the company as
a bigger threat than its long-established European
rivals at an internal trading division meeting last
year. “They have won so profoundly,” says Paul
Rowady, director of research at Alphacution
Research Conservatory, a market structure
research and advisory company. “Banks and
smaller rivals have not been able to compete at the
cutting edge of technology and attracting talent—
that train has already left the station.”

Expansion is bound to draw more scrutiny to
the firm. Its market presence is so critical it could
pose a threat to financial stability if its systems fal-
ter, some say. Much of the meme stock contro-
versy centered around market makers’ practice

of paying brokerages to have trades directed
their way for execution, known as payment for
order flow (PFOF). This money has allowed bro-
kers like Robinhood Markets Inc. to cut commis-
sions down to zero and helped fuel the popularity
of trading apps among small investors. That’s why
some see PFOF as a key ingredient of last year’s
frenetic, Reddit-inflamed trading.

This market setup has drawn critics, including
Massachusetts Senator Elizabeth Warren, who has
said the company profits at the expense of cus-
tomers during periods of extreme market tur-
moil. Gensler alluded to the possibility of banning
PFOF, saying it puts investors at an information dis-
advantage and may not get them the best price on
trades. Griffin has defended the practice, saying it
helps democratize finance and that it’s actually a
“cost” to the firm.

When asked about the controversy, Citadel
Securities executives zoom out from some of the
thornier issues. They echo Griffin’s comments
on the benefits of PFOF. Joe Mecane, head of
execution services, says retail investors get better
prices because of the way the market works now.
Executives also speak of misconceptions about the
firm. “All of a sudden we find our name on venues
and getting mentioned in places we weren’t men-
tioned before—it’s something we weren’t planning
for,” said Zhao, when pressed about the meme
stock craze. “We are focused on making the best
decisions, regardless of whether our name is being
mentioned or not.”

At its offices on the 37th floor of the Citadel
Center in downtown Chicago, display cases
exhibit artifacts dating from long before the algo-
rithmic trading era Citadel Securities helped drive:
ticker tape from the Wall Street crash of 1929; a
green jacket dating to the 1980s, when traders
endured the boisterous pits of the Chicago Board
of Trade. From its original focus on equities and
options, the company has expanded, including
into interest-rate swaps and Treasuries, two busi-
nesses that were largely dominated by banks, COO
Culek says.

On those trades, the firm has winnowed down
the speed of liquidity—how long it takes to get
trade prices back to clients—to one-tenth of a sec-
ond. Executives say there’s more to come. “There
is still a very large percentage of the world’s asset
classes that don’t trade electronically,” says Jamil
Nazarali, head of business development. “Most of
our growth is ahead of us.” —Katherine Doherty

THE BOTTOM LINE The meme stock craze thrust behind-the-
scenes trading giant Citadel Securities into an unaccustomed
spotlight. It has ambitions to expand its reach in more markets.
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WhereDoes
ItHurt?

@ It’s difficult to get a read
on the impact of sanctions on
Russia’s economy

In a televised address on March 16, Russian
President Vladimir Putin said Western powers have
subjected his country to an “economic blitzkrieg”
of sanctions. But for Russia watchers attempting to
get a read on the scale of the damage, there’s not
much to go on yet.

At the start of the pandemic, many analysts
turned to unconventional indicators such as
mobility and traffic-congestion figures provided
by the likes of Google and TomTom NV-the
Dutch GPS maker—to gauge the economic impact
of Covid-19 in real time. But for Russia they need
a new playbook, because these so-called high-
frequency datasets aren’t proving as useful.

“It’s not so much about movement restric-
tions,” says Natalia Gurushina, chief economist

for emerging-markets fixed-income strategy at
Van Eck Associates Corp. in New York. Rather,
“it’s about adjusting spending patterns” as the
value of the Russian ruble collapses (it’s down
almost 30% against the U.S. dollar since January);
foreign-owned chains including Ikea, McDonald’s,
and Starbucks close their doors; and the flow of
imported goods dries up.

So far, what little data are available suggest a
sharp increase in consumer prices and a surge
in spending as households attempt to stockpile
imported goods that may soon be in short sup-
ply. One indicator: weekly numbers on consumer
transactions from Sberbank, Russia’s largest lender.
They show spending increased 20% in the week
through March 12, compared with a year earlier,
which was double the rate in the week before the
Ukraine invasion. The jump was especially pro-
nounced in several categories of goods likely to be
imported from elsewhere, such as auto parts, con-
sumer electronics, furniture, and medicines.

“What we’ve seen in Russia during previous cri-
ses, like in February 2020 and in November and
December 2014, is household spending tends to
rise quite sharply, because households try to beat
the big drop in the currency,” says Liam Peach, an
economist covering emerging markets at Capital
Economics in London.

As in most countries, many of the economic
indicators that the Russian government maintains

ILLUSTRATION BY DEREK ZHENG. DATA: SBERBANK, RUSSIA FEDERAL STATE STATISTICS SERVICE
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are published with at least a one-month lag. This
means official statistics like imports and exports for
the month of March, or first-quarter gross domestic
product, won’t be available until mid-May.

A Bloomberg Economics “nowcast” of Russian
GDP suggests that, as of March 10, the economy
had already contracted 2%. The model relies on
daily financial-market data such as oil prices, cor-
porate bond yields, the exchange rate, and stock
prices to get a read on economic activity. But even
there, data availability presents a problem, because
the Russian stock market has been closed since the
sanctions were imposed.

In the meantime, analysts are turning to what-
ever numbers they can get their hands on, espe-
cially if they speak to Russia’s rapidly changing
relationship with the global economy. The coun-
try’s nonfood retail market relies heavily on
imported goods, which made up 75% of the total
in 2020, according to a report in November by the
Higher School of Economics in Moscow. Finding
ways to keep a close eye on the physical move-
ment of goods—especially oil and gas exports,
which have so far escaped sanctions—has become
critical for understanding what’s happening there.
“People are using satellite data. They’re tracking
shipping movements,” Gurushina says. “If you
want to look at real-time data, that would prob-
ably be a pretty good indicator of supply shocks
hitting the economy.”

The impact on employment may be the hardest
to determine. Some companies have said they’re
halting production in Russia and have sent employ-
ees home, but they’ll continue paying salaries for
now. In the pandemic and other crises, “the preva-
lence of state-owned enterprises damped the spike
in unemployment,” says Scott Johnson, who cov-
ers Russia for Bloomberg Economics. “Russian

companies have tended to retain head count,
either voluntarily or under political pressure. We
see a bigger impact on hours worked, and incon-
veniently the data on hours can come out months
after the main employment figures. We may not
get a full sense of that adjustment until the worst
is long over.”

One official statistic is more timely: the con-
sumer price index. Russia’s Federal State Statistics
Service publishes weekly CPI data, and the first
read on prices post-sanctions—covering the week
through March 4—showed a 2.2% increase, mark-
ing the biggest one-week jump in prices on record,
in data dating to 2008. A second week’s worth of
data, through March 11, indicated an additional
2.1% rise in prices, bringing total post-invasion
inflation to 4.4%.

Another is daily banking system liquidity pub-
lished by Russia’s central bank. It showed $14 bil-
lion of withdrawals in a single day when the
invasion began, followed by continued outflows in
the days thereafter. But since March 9, cash bal-
ances have been rising again. That’s “pointing to
some respite in relation to the initial shock to the
financial system,” Ivan Tchakarov, an economist at
Citigroup Inc., said in a March 15 report.

Peach says GDP will probably fall 12% as a result
of the sanctions, and he expects inflation to rise
to about 20% by midyear. “The fall in the ruble
has been very sharp, and that seems to be feed-
ing through to inflation very quickly as well,” he
says. “We are likely to see in the coming months a
clear impact on consumer confidence and house-
hold spending, because of these goods shortages
and the rise in prices.” —Matthew Boesler

THE BOTTOM LINE Economists are prospecting for high-
frequency datasets to gauge how economic activity is being
affected by attempts to cut off Russia from the rest of the world.
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China’'s Lockdowns Threaten Global Growth

® More than 45 million of the country’s citizens are now prohibited from leaving their homes

The global economy—already struggling with war
in Ukraine and the resulting turmoil in oil and
other commodities markets—is bracing for greater
disruption as China scrambles to contain its worst
outbreak of Covid-19 in the two years since the
pandemic began.

The country has demonstrated remarkable

success in bringing spikes in infections under
control. Now the geographic spread of cases and
higher transmissibility of the omicron variant is
challenging its zero-tolerance strategy of aggressive
testing and locking down whole cities or provinces.

If China fails to contain omicron’s spread,
further movement restrictions would derail
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4 the economy’s promising start to the year,
weakening a key pillar of global growth. “The
outbreaks impose downside risk to China’s
economy at least in the next few months,” says
Zhiwei Zhang, chief economist at Pinpoint Asset
Management in Hong Kong. “A China slowdown
would exacerbate the risk of stagflation and global
supply chain problems.”

Any disruptions in China’s exports could
fan inflation internationally, adding to the chal-
lenge for the Federal Reserve and other central
banks that are attempting to tame inflation with
interest-rate hikes without tipping their econo-
mies into recession.

In a March survey of fund managers by Bank
of America Corp., 62% of respondents said they
expected to see stagflation in 2022, up from 30% in
the previous month’s poll. “You take all these little
paper cuts and you start to add them up, and you
could be looking at a potential significant slowing
of the global economy,” says Jay Bryson, chief econ-
omist at Wells Fargo & Co.

Much depends on how quickly China can con-
tain the virus. The nation reported more than 5,000
new infections on March 14—the highest since the
early days of the pandemic. While a small out-
break by global standards, it’s prompting officials
to lock down additional cities: More than 45 mil-
lion Chinese are presently restricted from leaving
their homes.

Shenzhen’s 17.5 million residents were put
into lockdown on March 13. The city is located
in Guangdong province, a manufacturing power-
house with a gross domestic product of $1.96 tril-
lion, about equal to that of Spain and South
Korea. Guangdong’s exports of $795 billion in 2021
accounted for 23% of China’s overall shipments that
year, the most of any province.

Bloomberg Economics warns that the restric-
tions in Shenzhen could inflict the heaviest
coronavirus-related blow to China’s growth since
a nationwide lockdown in 2020. “This lockdown
will hit output in key industries such as tech and
machinery that feed into global supply chains,” says
Chang Shu, chief economist for Asia.

On March 14 residents in northeastern Jilin
province were instructed not to travel. The region
of 24 million people is home to Changchun, an
industrial hub of some 9 million that accounted
for about 11% of China’s annual car output in 2020.

Beijing has vowed to make virus controls more
targeted and shorter. Shenzhen’s lockdown is sup-
posed to last only a week, during which time the
entire population will be tested three times. And
in the export hub of Dongguan, officials have said
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factories outside the highest-risk districts can
continue operating if they keep staff in a bubble
with regular testing.

In Shanghai, China’s main financial hub, Deputy
Secretary General Gu Honghui told reporters
on March 14 that “there’s no need to lock down
the city” at the moment. Instead, workers in the
Pudong district—home to the country’s main stock
exchange—have been instructed to work from
home. Intercity bus service has been suspended,
and about 100 international flights will be diverted
away from the city starting on March 21 to ease pres-
sure on quarantine hotels and isolation facilities.

Nonetheless, manufacturers are taking a hit.
Apple Inc. supplier Hon Hai Precision Industry
Co., also known as Foxconn, announced it was
halting production at its sites in Shenzhen, while
automakers Volkswagen AG and Toyota Motor

A Shenzhen residents
queue up for Covid tests

IMAGINECHINA
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Corp. have temporarily idled some production
lines in Jilin.

Recently released data on household spending
and investment by state-owned companies indi-
cated China’s economy was off to a strong start in
2022. But economists cautioned that those readings
are already in the rearview mirror given develop-
ments since the end of February. Morgan Stanley
cut its growth forecast for the year to 5.1%, below
the government’s target of about 5.5%.

Reports that congestion is starting to build at
some Chinese ports come just as U.S. West Coast
ports are beginning to process some of the pan-
demic backlog, helped by a lull after the Chinese
New Year holidays. About 20% of the cargo coming
into the busiest container gateways in the U.S. is
estimated to be from the Shenzhen region, accord-
ing to a spokesman for the Port of Los Angeles.

The global impact of Covid-related shutdowns in
China could be similar to the blockage that roiled
supply chains when a container ship blocked
the Suez Canal last year, according to Stephanie
Loomis, vice president for international procure-
ment at freight forwarder CargoTrans Inc. “If they
don’t let any of these guys go to factories and pro-
duce goods, then nothing will move,” she says. “It’ll
just stop.” —Enda Curran and Tom Hancock, with
Katia Dmitrieva, Laura Curtis, and Reade Pickert

THE BOTTOM LINE Supply chain kinks caused by lockdowns in
Chinese manufacturing hubs could make it more difficult for central
banks to tame inflation without inducing recessions.

Falling Off
The Work-
Permit Cliff

@® Delays in processing renewals are costing
some foreign-born workers their jobs

Every 15 days, Naina Arora checks a U.S. federal
government website to see when she’ll be allowed
to work again.

Arora, the wife of an H-1B visa holder, has been
on unpaid leave from her job in the operations
department of a major health insurance provider

A Snowball Effect

Work-permit renewal
applications processed annually

Cumulative backlog of renewal
applications since 2013
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Estimated processing
times on work-permit
forms for green-card

applicants

Office Months
California 20-215
Nebraska 12-14.5
Potomac* 10.5-12
Vermont 9-12.5

*FOR ASYLUM APPLICANTS. PROCESSING TIMES ARE AS OF MARCH 16. DATA: U.S. CITIZENSHIP AND IMMIGRATION SERVICES

in Pasadena, Calif., since October, when her work
permit expired. She’d applied for a renewal in
advance, assuming it would take something simi-
lar to the three months it had taken her to get her
first one in 2019.

Instead, the average processing time listed on the
website for cases such as hers continues to increase—
from 5Y5 months, to 7Y%, to 1215. After count-
less calls to the U.S. Citizenship and Immigration
Services (USCIS) case hotline, she finally reached
an employee. As she recalls, this is the response she
got: “I’'m so sorry, it’s just bad luck, and we cannot
do anything about it. Just wait and pray.”

Unprecedented delays in approving work-permit
renewals are routinely leaving Arora and other
immigrants in limbo. The government doesn’t keep
statistics on how many people have had their per-
mits expire while waiting for a renewal, but officials
estimate that, at its worst in January and February,
hundreds per day were losing permission to work.

Work permits, which generally last two years,
are automatically extended for 180 days once hold-
ers have applied for a renewal. That safeguard, put
in place in 2017—at a time when it took an average
of five months to process work permits—was sup-
posed to avoid exactly this sort of problem. But it’s
often now insufficient.

The lucky ones, such as Arora, are placed on
unpaid leave, losing their income and also their
driver’s license. The less fortunate ones are fired
and must resort to working off the books to make
ends meet. “I was working an under-the-table job,
because I didn’t have any valid documentation,”
says one home health aide, who requested ano-
nymity. “So this waiting period has caused us to
become illegal employees.”

The people most affected by the work-permit
cliff are immigrants waiting for decisions on their
applications for asylum or green cards—for which »
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< there are also long delays. “We inherited a ship
with a bunch of holes punched through the hull,”
says a USCIS official, who requested anonymity
to speak candidly. “Now we’ve patched up those
holes, and we’re doggedly bailing out water so we
can truly right the ship for the long haul.”

USCIS found itself on the verge of fiscal col-
lapse in the summer of 2020; its budget is largely
funded by application fees, but applications had
plummeted because of the Covid-19 pandemic and
Trump-era restrictions on immigration. While the
agency avoided widespread furloughs, it instituted
a hiring freeze that wasn’t lifted until well into 2021.

At the same time, the shutting down of in-person
offices for months in 2020 prolonged already-
growing processing times. Then, in the summer
of that year, the Trump administration created a
regulation that turned the two-page work-permit
application (which the agency claimed took about
12 minutes to complete) into a seven-page one.

The renewal backlog almost doubled in the
fiscal year ended Sept. 30, 2021. The govern-
ment processed only half the work-permit renew-
als it received from green-card applicants and
asylum-seekers.

The only information immigrants have about
how long it may take until they get their new work
permit is the USCIS website, which lists ranges of
processing times for various forms at various offices.
In early March an asylum-seeker could expect to
wait 1014 to 11%5 months for a work-permit renewal
from the Potomac Service Center in Virginia; a
green-card applicant waiting for one from Nebraska
could expect to wait 115 to 135 months.

Immigrants aren’t allowed to formally inquire
about delays in their case until the posted wait times
have lapsed. And when they do attempt to contact
the agency, they struggle to get a real person on
the line. “When you call the immigration office, no
human will talk to you. Only robot,” says Naib Aliyev,
who called USCIS repeatedly before his work permit
expired in February, forcing him to leave his job at a
mall cellphone-repair store in Pittsburgh.

Aliyev, like others, considered asking USCIS
to expedite his renewal request. But the govern-
ment refuses to expedite cases simply because
someone will lose a job if they don’t. The agency’s
website warning: “The need to obtain employ-
ment authorization by itself, without evidence
of other compelling factors, does not warrant
expedited treatment.”

In December, USCIS announced it would start
expediting renewals for health-care workers, but
employers say they’re still facing problems. Harold
Sterling, chief executive officer of nurse staffing

company Westways Staffing Services Inc., in
Orange, Calif., says that his requests for faster pro-
cessing were denied and that he’s short 200 nurses
because of work-permit delays.

Officials at USCIS maintain fewer people are fall-
ing off the work-permit cliff now than were at the
beginning of 2022. They’ve extended the validity of
some work permits, though not for asylum-seekers
or green-card applicants.

A court ruling in February that struck down
some Trump-era regulations may force the agency
back to the two-page form. Some advocates even
argue that the regulations reinstated by the court
require asylum-seekers’ renewals to be processed
within 90 days. Most simply, they could increase
the length of the auto-extension once immigrants
apply for renewals—which is what advocates and
some within the government are pushing for.

Unable to work, many immigrants are forced
to spend down their savings, max out their credit
cards, or borrow money from friends to get by.
One thing they can’t do is return to their home
country: Leaving the U.S. while an immigration
application is pending counts as abandoning
the application.

“My home is a jail for me right now,” says Maria
Eran, who’s been on unpaid leave from her job at a
Santander Bank branch near Boston since January.
She and her husband are trying to close on a new
home in the Boston area, but her unemployment
could throw the sale into jeopardy. Since her work
permit expired, Eran is also not allowed to drive.
“I can’t go out, and I have no income. I’ve been a
helpful, useful person. Now I’m doing nothing, and
that hurts me a lot.” —Dara Lind

THE BOTTOM LINE Processing times on work-permit renewals at
U.S. Citizenship and Immigration Services almost doubled in fiscal
year 2021, from an average of five months in 2017.

<« Eran

PHOTOGRAPH BY M. SCOTT BRAUER FOR BLOOMBERG BUSINESSWEEK
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Buildinga
BetterBerry

After successfully growing salad greens and herbs in
warehouses, Bowery Farming is tackling the strawberry

On a cold winter day, chef José Andrés steps
into a warehouse in the shadow of Newark air-
port. After donning a Tyvek suit and hairnet,
he passes through a code-protected door and
is ushered into a narrow, high-ceilinged room
that smells...well...like a strawberry patch on
a sunny June day.

The warehouse, in Kearny, N.J., is owned by
Bowery Farming Inc., a seven-year-old com-
pany that’s grown into the largest vertical
farming operation in the U.S. Like most others
in the business, Bowery specializes in salad
greens and herbs, which require relatively little
space and time to grow. But Bowery is adding

a splash of crimson to all that green: shiny
red strawberries. And Andrés, the founder of
World Central Kitchen—a nonprofit that brings
food to disaster-stricken communities—as
well as an investor in Bowery, has come to
sample the crop. “The smell is as good as you
can find,” Andrés says after biting into a juicy
red berry. “And so is the taste.”

The berry project is the latest initiative
by Bowery founder Irving Fain, who's raised
about $650 million from investors. Fain is an
evangelist for vertical farming, which he says
is far more efficient than growing crops in
fields. By precisely controlling variables such
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as water, light, and nutrients, Bowery says it can deliver
high-quality produce to local consumers with less waste
and without concerns over fickle weather in the age of
global warming. “We’ve always understood that the mar-
ket opportunity for what we're doing is certainly much
larger than just leafy greens and herbs,” Fain says.

Bowery today has two warehouse-farms, the Kearny
facility and another outside Baltimore, and it’s build-
ing three more. In February the company announced
the acquisition of Traptic Inc., which makes artificial-
intelligence-enabled robotic arms that pick straw-
berries. The goal is to develop the technology to work
with a wide variety of crops and push the envelope of
what a vertical farm can produce. “Tomatoes, other ber-
ries, peppers, cucumbers,” Fain says. “Crops that grow
differently from the lettuces that we grow today.”

One reason Bowery is focused on strawberries, Fain
says, is to make them more eco-friendly. Because of the
vast quantities of pesticides typically needed to protect
the berries from bugs, consumer advocates say, they’re
among the least-sustainable crops. And because their sea-
son is short but consumers clamor for them year-round,
they’re frequently shipped hundreds or even thousands of
miles before reaching the produce aisle. “The biggest con-
cern strawberry growers have is, ‘How do | transport my
berries long distances to make
sure that they look good on the
store shelf, and how do | make
sure they can resist the environ-
mental conditions and the pest
conditions as they’re growing?’”
Fain says. “These aren’t issues
that we face.”

Bowery isn’t the first verti-
cal farm to grow strawberries.
It's not even the first in Kearny.
Oishii, a rival indoor agricul-
ture startup, has been growing
the fruit there since 2018 and

Andrés

Bloomberg Businessweek

is looking to add melons, pep-
pers, and tomatoes. The company supplies chefs and
consumers with succulent strawberries called Omakase,
re-created from samples that co-founder Hiroki Koga
brought from the Japanese Alps in a suitcase. “l anticipate
there will be multiple companies that will follow our trail,”
Koga says. “The good thing is that we are growing a spe-
cial Japanese varietal that will continue to differentiate us.”

Vertical farms shouldn’t replace traditional farm-
ing, Andrés says, but they can be a complement that
can help underserved communities in places such as
Haiti and India. He says building these kind of facilities
in disaster-prone areas will make them more resilient in
the event of a hurricane, earthquake, or other calamity,
helping amplify the efforts of groups such as World
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Central Kltchen. “Thls gives me the opportunity to really
understand the possibilities that we have in the years
ahead to give food to the world,” Andrés says. “We're
going to see facilities like this in every major city across
the world, period.”

It's unlikely that those farms will be providing straw-
berries to impoverished communities unless Bowery
can bring down the cost. The company will sell two
varieties—garden and “wild”—in 8-ounce packages for
$15, though that’'s a bargain compared with Oishii’s,
which run $50 for a box of eight. Initially, Bowery’s ber-
ries will be available in limited release in New York at
posh retailers such as Eataly and high-end restaurants
like Craft from Top Chef star Tom Colicchio.

For now, Andrés is more interested in the berries’
flavor and consistency. The garden variety, large and a
lush red, looks like the winner of the strawberry beauty
contest: firm and with a sweet perfumy flavor. And the
wild berries? Grown hydroponically, behind locked doors
with no natural sunlight and pollinated by bees brought in
for the job, they’re about as wild as zoo animals. They’re
also a more uniform red and about 10 times bigger than
true wild ones—which are typically about the size of a
blueberry if you're lucky enough to come across a bush
on a sun-dappled meadow. In fact, Bowery’s wild version
looks a lot like a regular strawberry but has the concen-
trated jamlike sweetness of forest-grown fruit. “We have
this romanticism, which is good to have, of strawberries
and sun in the middle of the summer. And there’s plenty
of space for that,” Andrés says. “But now this one comes
from a place that looks like a factory. It is very tech, but
it's real, too.” —Kate Krader

THE BOTTOM LINE Bowery has raised about $650 million from investors
betting that by controlling water, light, and soil, indoor farming can be more
efficient than growing crops in fields.
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Tackling Poverty
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Brown Toy Box educational
kits introduce Black children
to high-paying industries

The Dadisi Crew is an eclectic bunch. Dre is athletic
and passionate about astronomy, Maya is adventurous
and loves to code, and Amara is a budding environmen-
tal scientist who encourages her friends to recycle. A
couple of things bind the group together: Each member
is fascinated with a cutting-edge discipline, and they’re
all Black characters.

The fictional clique and
their circle of friends are the
creation of Terri-Nichelle
Bradley, a Black mom of
four who’s determined to
inspire Black kids to pur-
sue well-paying careers in
STEAM—science, technology,
engineering, arts, and math.
The characters are at the
heart of her company, Brown
Toy Box, which makes educa-
tional play kits featuring fields
such as chemistry, museum

. Bradley
arts, and robotics.

“My dream is for a child to
walk up to me 10 years from now, 20 years from now, and
say, ‘You know what? | decided to take up marine biology
as a major because of Brown Toy Box. And now | am one
of the most sought-after marine biologists in the coun-
try, in the world,’” Bradley says in an interview from her
warehouse near Atlanta. “What we'’re really trying to do
on a bigger level is disrupt generational poverty.”

Black households in the U.S. have just a fraction of
the wealth of White ones, and part of the problem is
underrepresentation in lucrative jobs. While Black peo-
ple account for about 12% of the U.S. population, just 7%
of workers in the computer science industry are Black,
as are only 15 of the more than 350 NASA astronauts
who've traveled to space.

Each of the boxes Bradley sells contains an activity
book, a hands-on project, and a figurine of a character
that looks like the kids she’s trying to reach, with cultural
references woven in. In one kit, Maya, wearing a purple
sweater with matching bows for her Afro puffs, shows off
the basics of writing in computer code. In another, Dre,
who loves to rap, guides kids through making their own
telescope, dressed in a space suit. The company’s name
is meant to reflect the brown skin of its characters, whose
group is called Dadisi after the Swabhili word for “curious.”

Bradley started her company in 2017, putting kits
together with items from other toymakers and selling them
through subscriptions, but more cash was going out than
coming in. Early in the pandemic, she sent a note to sub-
scribers to tell them she was rethinking her business model.

She sought out mentors for advice on running the busi-
ness, a departure from her earlier career in crisis manage-
ment and communications. She also consumed reams of
content on startups and applied for incubators and accel-
erators for Black-owned businesses. In 2020 the Google
for Startups Black Founders Fund awarded Brown Toy Box
$50,000 in cash, which gave Bradley some breathing room.

She ultimately did away with the subscription model

The Amara Chemistry STEAM kit

Share of Black workers in U.S.
STEM jobs
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and designed kits of her own. By late 2021 she'd landed
a key merchant: Target Corp. started selling her toys in
its stores and on its website. The kits are also available
through the Brown Toy Box website and at such places as
the Village Retail, a Georgia shopping collective focused
on promoting Black-owned brands.

The supply chain chaos wrought by the pandemic
derailed Brown Toy Box’s path to profitability last year,
when the price to ship a large container to the U.S. from
China jumped from $2,000 to $20,000, Bradley says;
she shipped about 20 such containers in late 2021. Still,
she’s optimistic about growth prospects. New retailers
are regularly being added, and corporate partners are
increasingly funding orders of Brown Toy Box kits for

Bloomberg Businessweek
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schools in low-income communities. The company, which
Bradley expects to be profitable this year, projects around
$3.5 million in sales in 2022, up from about $1 million in
2021 and $220,000 in 2020.

Bradley has maintained 100% of the equity in the
business, and she’s focused on working with other Black-
owned businesses to spread the wealth. “For me, Brown
Toy Box is an economic driver,” she says, “just as much
as it’s a tool for educating and disrupting generational
poverty.” —Kelsey Butler

THE BOTTOM LINE Black Americans are underrepresented in cutting-
edge fields. Brown Toy Box is using play to inspire Black kids to go after
lucrative careers.

Stopping the Mess

How Bamboo Bamboo’s
eco-friendly tableware for
babies took off

With one swipe of a chubby little
hand, a baby sends breakfast flying,
plastering nearby surfaces with bits
of blueberry porridge. It's a scene
Joel Remy Parkes, a father of four,
is on a mission to prevent. In 2015,
when his youngest child was start-
ing on solids, Parkes grew tired of
the food-stained patch on his kitchen
floor. That prompted him to think
about making sustainable plates and
bowls, with suction cups on the bot-
tom to stop dishes from toppling.
Parkes soon introduced a line of
plastic-free, nontoxic tableware in
animal shapes made of bamboo and
silicone, appropriately called Bamboo
Bamboo. The brand took off, thanks
to social media posts from influ-
encers and parents. In 2018, just
over two years in, Parkes quit his
job as a software sales rep to
focus on the business. Here,
the 40-year-old shares
lessons from his journey.

How are you managing Bamboo Bamboo’s growth?

We grew very quickly and finished
2021 with around £5 million ($6.6 mil-
lion) of revenue. But what it will take
to get to eight figures is new hires,
expertise, and growing new muscles
in different places. That’s been the
biggest lesson for me.

When did you realize you needed to bring in help?

| was a major blockage in growth.
My first hire was a year and a half
ago. We sometimes ran out of
stock because | didn’'t have an inven-
tory manager, and | realized | was
feeding the competition. It’'s com-
mon among entrepreneurs to be
hesitant to truly believe your busi-
ness is a success.

Are your kids involved?

They are the original product
testers. My daughter loves unicorns
so much that | thought, “l have to
have a unicorn plate.” They look at
products that are similar to ours
and say, “Hey, these guys

are trying to copy you,” or

“This looks good.” They live

and breathe it, which | abso-

lutely love.

What’s next?

We are available in the U.K., Europe,
U.S,, Australia, and Singapore. The
next step is to double down on
those markets. Germany is huge
and we have lots of customers
there, but we haven’t done anything
specific for the market—not even
translation. We can become more
local and partner with like-minded
brands. Amazon.com recently
reached out about its Climate
Pledge Friendly initiative, and our
products are perfect for that. How
much plastic have we helped par-
ents avoid? I'd love to have that
validated. —Rebecca Penty. Edited
for length and clarity
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What happens after a reckoning? The 2020 murder of i
....... George Floyd and the global protests that followed 1
had almost every corner of society—from Wall Street to |
publishing to, yes, the knitting community-assessing :
how it perpetuated racial inequality. Since then, .
the problem has been effectively diagnosed: Black !
people, along with other minorities and women, have |
-3 been systematically shut out of the centers of power :
and money. 1
For the fifth Bloomberg Businessweek Equality issue, :
we wanted to show what’s come of this accounting, so :
we found stories about people whose policy proposals, :
companies, and coalitions are aiming to build a more :
|

1

]

]

]

1

1

]

]

]

1

1

]

]

]

1

1

]

1

1

:

--------- equal world. Economist and reparations activist Darrick
Hamilton is seeing a longtime dream to close the racial
wealth gap become a reality in statehouses (page 46),
while defenders of overweight people are close to
bringing workplace protections to millions of Americans
(page 54). Some who’ve set out on quests for equality
are learning hard lessons: One former Morgan Stanley
banker is finding that it takes more than money and
connections to overcome systemic racism (page 62). And
Canada’s Indigenous people are striving to finance an
oil pipeline purchase while sorting out who should share
in the profits (page 70).
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Governments across the U.S. are trying Darrick Hamilton’s

---------------------------------------------------------

big idea for closing the wealth gap

_____ ;nu;m, By Ben Steverman BN Photographs by Myesha Evon Gardner é_mjmimmm

H i H | | | [ ! : [ ' H H
. T, ARIENTE e o
i o ool il el i B - WS- i - I i ol i~ i =l i il Bl i el = ol il ol Yo - i v il e i i i il sl i il -4l K i Bt i i
. e e e e S e e g e
: s e e e e oo
: R A WEALTH AN T
L] . 1 1 1 1 1l i ¥ ¥ 1 1 ] 1 1 " . 1 Ll '
L e R Pl
, e o e , i L b
e e e L
: = et . e = — ey
1] . : g '] & ! ' ! ' ' - - i i . . g I X g 4 . - ! 3




...........................................................................................................................................................................................................................

H ' . ' ' H ' ' ' " ' H ' H H

' ' ' ' ' H ' ' H ' ' ' H '

| i i | ' 5 s | ' I | ' ' 5 '
W T T T O T T W - T T T " T T - I T o " - i i - - -y -~

arrick Hamilton grew up shuttling between

two worlds. Each morning during the 1970s

and ’80s he and his sister would travel three
miles to Brooklyn Friends, the elite private Quaker
school that their parents had scrimped, saved, and
sacrificed to afford. Then the kids would return from
downtown Brooklyn to Bedford-Stuyvesant, which
was overwhelmingly Black, largely poor, and one of
New York’s most dangerous neighborhoods.

At the time, pundits and politicians frequently
talked of a “culture of poverty” or a “pathology” in
Black “ghettos.” That didn’t compute for Hamilton.
“I could see the vivid inequality,” he says, but “I
could see fundamentally people were not differ-
ent.” The neighbor he played football with who was
later incarcerated for robbing an armored car didn’t
seem essentially different from the classmate who
might be an investment banker today.

By the standards of Bed-Stuy, Hamilton was
privileged. His family owned their home, and in
Brooklyn Friends he had a place where he could
thrive. A precocious and popular student, he took
to heart the Quaker emphasis on social justice and
morality. Most of all, he had parents who were
devoted to getting their children ahead, no mat-
ter the cost.

Now 51, Hamilton is a professor at the New School
in New York, a leading scholar in the emerging field
of stratification economics, and a policy adviser to
senators, governors, and presidential candidates.
One of his cornerstone ideas, to give “baby bonds”
to each child, is being embraced and implemented
by governments across the U.S. He insists, though,
that this success shouldn’t be celebrated as a tri-
umph over adversity. He despises the way classic
rags-to-riches stories can be used to cast blame on
those who can’t climb out of poverty. Such nar-
ratives ignore the economic stratification that can
make success possible only with extraordinary luck
or inhuman levels of personal sacrifice.

Hamilton’s triumph came at a traumatic cost. In
1988, a few months before he turned 18, his mother

...............

...............

_______________
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_______________

................

...............

...............

passed away after a long struggle ;.

with health issues. A month after

Hamilton’s birthday, his father died, |
too. He blames their untimely deaths !-------

on their incessant striving. “I saw
their struggles and I saw their bril-

liance,” he says. But despite their cre- ;|

ativity and entrepreneurship, they
could never achieve the same secu-
rity as his classmates’ parents.

Basketball became Hamilton’s V77
solace. Despite standing just 5 feet, ;-

8 inches, he became a star at
Brooklyn Friends. The school ral-

lied around him, and he finished his ;"
senior year tuition-free. He followed !

some close friends to Oberlin College,
where he chose economics as his

major. “I didn’t want to be poor,” ;=
he explains. He thought the subject ;............
might be a bridge to law or business ;

school, but, in keeping with his alma
mater’s Quaker ideals, he decided he

could do some good in economics, ;...
with a focus on the racial disparities

he’d grown up observing.

After getting a Ph.D. from the ;-

University of North Carolina, ; !

Hamilton became a leading

researcher of the U.S. racial wealth '

gap and a font of policy proposals to
address it, advocating ideas such as
reparations and a federal job guaran-

tee as part of a broader set of eco- |
nomic rights. In 2018 he appeared }—

onstage at an “Inequality Town
Hall” with Senators Bernie Sanders

and Elizabeth Warren and filmmaker ;"
Michael Moore. Two years later, at ;-

Sanders’s behest, Hamilton served
on the Biden-Sanders Unity Task
Force, an effort to iron out policy dif-
ferences among Democrats and help
shape the party’s platform.

It was his advocacy of baby bonds,
though, that brought his academic
work off progressive wish lists and
into the real world. Hamilton devel-
oped the idea a dozen years ago,
proposing to give each baby born
in the U.S. a trust fund established
and guaranteed by the federal gov-

ernment. The goal is to narrow the ;

vast inequalities that exist at the

moment of birth, particularly those ;

related to the wide and persistent b
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4 racial wealth gap. The bonds could give any disad-
vantaged 18-year-old resources to catch up to wealth-
ier peers. “The fundamental point is providing people

with capital at a key point in their life, so they can get ;-

into an asset that will passively appreciate over their
lifetime,” Hamilton says. And, because race correlates
so closely with wealth in the U.S., the policy can be offi-
cially race-neutral while still giving a substantial boost
to Black Americans who for centuries have been denied
opportunities to build intergenerational wealth.

Propelled by the Black Lives Matter protests that took
place after the murder of George Floyd, lawmakers in
Connecticut and the District of Columbia recently estab-
lished programs that will set aside money for thousands
of babies. Washington state is taking steps toward a sim-
ilar program that could launch in 2024. New Jersey’s
governor has also pushed a plan to issue them. And
Massachusetts’ treasurer is launching a “baby bonds
task force” this spring. “There’s so much happening
fairly quickly and suddenly at the state level,” says Shira
Markoff, policy fellow at Prosperity Now, a nonprofit
pushing the idea around the country.

The state initiatives depart from what Hamilton
envisioned in key ways, but he argues that they’re a “big
giant first step” that will help recipients, demonstrate

! baby bonds’ political appeal, and allow states to experi-
, ment with different ways of implementing them. “What -~
.1 these programs do is create the political infrastructure

by which the federal government will act,” he says.

arly in Hamilton’s career, whenever someone in
E academic or policy circles asked him about the

racial wealth gap, he would bring up the possibil-
ity of the federal government paying reparations to Black
Americans for slavery and other historical wrongs. The
median White family in the U.S. has eight times more
wealth than the typical Black family, according to the lat-
est Federal Reserve data, from 2019. And a 2020 study by
Naomi Zewde of the City University of New York found
that the median White adult has 16 times the wealth of
her Black counterpart. A substantial reparations program
could do a lot to close the gap, but Hamilton’s listeners
rarely wanted to hear it. “People [were] basically telling
me to shut up,” he says. “There he goes again.”

Then he was asked at a forum convened by the Ford
Foundation to come up with a more politically feasible
way of building up Black wealth. “Give us something that
can actually happen,” he recalls being told. The answer
would be baby bonds, laid out in a 2010 academic paper
by Hamilton and his graduate adviser and then-frequent
co-author William Darity Jr., who’s now an economics
professor at Duke University.

The basic notion of giving cash to people when they
reach the age of maturity is hundreds of years old.
Decades after advocating for the American Revolution,
Thomas Pa1ne pubhshed a pamphlet in England
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in 1797 arguing that, as compensation for unfa1r land
distribution, every person should be granted £15 (about |
£2,000, or $2,600 today) at age 21. “It is a right, and not
a charity, that I am pleading for,” Paine wrote. The term
“baby bond” eventually came to be used to refer to sav-
ings accounts for children that were seeded with small
amounts of money to encourage their parents to save.
Britain took a big step toward creating a government-run
baby bond program, the U.K. Child Trust Fund, for each
baby born after September 2002, but it stopped contrib-
uting new money in 2011 after budget cuts. And When
Hillary Clinton ran for president in 2007, she brleﬂy
floated the idea of giving each American newborn a
$5,000 bond.

Like these ideas, Hamilton-style baby bonds aren’t
technically bonds, which in finance are debt securities
sold by companies or governments and traded among
investors. They’re really trust funds, ones Hamilton
thinks should be guaranteed by the federal government,
like Social Security. At age 18, kids could tap into the
accounts for certain wealth-building purposes, includ-
ing education, homeownership, small-business startup
costs, and retirement savings. While all or most babies
would get a bond, the poorest kids would get the largest
stakes—as much as $60,000 each.

Hamilton, Darity, and other scholars spent decades
laying the intellectual foundations for the idea, publish-
ing research that stressed the importance of focusing on
wealth and not just income or education. “Wealth pro-
vides financial agency over one’s life,” Hamilton told
the National Economic Association in a 2017 speech.
“Wealth gives you choice. It provides the economic
security to take risks and shield against financial loss.”
With wealth, you can afford the best health care, live in
the safest neighborhoods, get the best education, and
hire the best lawyers to fight for your interests. Wealth
lets you innovate and try new things, like opening a
business. Most of all, once you have wealth, it can be
invested and grow exponentially over your lifetime. And
you can pass this wealth and all its advantages down to
the next generation.

The racial wealth gap hasn’t significantly narrowed
since 1983, the year it started being consistently tracked,
despite hopes that it would shrink as discriminatory

laws were repealed and Black Americans made gains in !
income, education, and other areas. Too often, Hamilton ;
says, Black people have been blamed for this lack of

progress. But the gap can’t be closed solely with hard
work, better education, and saving more. Fed data for
2019 show that the median Black household with at least
one college graduate had less than half the wealth of the
median White household where the highest level of edu-
cation is a high school diploma. And several studies sug-
gest that Black people save more as a percentage of their
incomes than White people do.

The larger problem in Ham1lton s view, is that Black
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; famlhes are startlng from too far behlnd because they l
I

r

inherit so much less from their parents. The goal of baby

B : bonds is to tackle the wealth gap they and other poor fam- '
- ilies face head-on, by giving young people capital when

they’re on the cusp of adulthood. “Baby bonds would
be almost an automatic stabilizer,” Hamilton says. It’s “a
mechanism to redress some of the inheritable advantages
or disadvantages that go along with families and life.”
H years. His parents’ deaths aren’t a talking point
in his frequent testimony or public appearances.
Usually loquacious, he tells the story of his childhood
haltingly, through tears.
His father, Charles, was a community leader, an
entrepreneur who “could literally make a dollar out

of fifteen cents.” To earn the money that put Hamilton
and his sister into private school, Charles worked as a

amilton finds it difficult to talk about his teenage

.............. l
:

father mlght have burlt a portfoho of propertres rather
than managing them for others.

The forces that pulled and pushed at Hamilton’s
parents are still keeping Black families poorer than other
Americans. The broader problem, according to Hamilton
and other scholars in the field of stratification economics,
is that racial discrimination has staying power. Traditional
economists often assume that something as irrational as
racism will fade away in a capitalist economy, as market
forces narrow the disparities among groups. Stratification
scholars say economics needs to be more aware of the
power dynamics that undergird racism, arguing that dis-
crimination is driven by dominant groups trying to pre-
serve or enhance their position in the social hierarchy.

Through this lens, understanding the economy means
taking into account the U.S.’s extraordinarily brutal his-
tory and how it distributed wealth to some families and
not others. As Hamilton frequently points out, the leg-

property manager for Brooklyn landlords,
often in high-crime areas. At a tenants’ meet-
ing one day, he was attacked. He took out
a gun he carried for protection and shot
and killed his assailant. Hamilton’s mother,
Norma Jean, used some money she’d come
into from a medical malpractice settlement
to hire a good lawyer for her husband, but
he was still convicted of manslaughter and
spent several years in prison.

Hamilton says his father’s hard work and
creativity “never put him in a place where he
could remove himself from the vulnerabil-
ities that, in my mind, led to his incarcera-
tion.” With Charles in prison, the burdens of
raising two children fell on Norma Jean: “She
was going to make sure that we were going to

“Maybe I'm
nhaive, but
if you see
a problem
you
directly
redress

t”

acy of slavery is just one example of how
the White wealth of today was created by
the policies of the past. A forthcoming paper
he co-authored considers agricultural pol-
icies following the post-Civil War period,
when Black farmers managed to acquire
millions of acres of land. Over the course
of the 20th century, the research found,

with banks and White elites to discriminate

other aid, ultimately causing them to lose
almost 90% of their land. Hamilton and his
co-authors put the compound value of this
lost land at roughly $326 billion.

He often reminds audiences that the U.S.
government also gave White families an

get through school.” They did, but not before
she was diagnosed with a serious liver condition that
Hamilton believes was stress-induced.

After being released from prison, Charles had trouble
rebuilding his life. Drugs “became part of coping with
things,” Hamilton says. Charles eventually contracted
HIV, but he was at his wife’s bedside when she died in
May 1988 following an unsuccessful liver transplant. He
died of AIDS the next October. “It was quick,” Hamilton
says. “I didn’t know about it until he got really sick.”

His parents had been relatively fortunate to own their
house, bought in the 1970s after his father’s father drew
on a veterans loan program that effectively excluded
many other Black vets. But after their deaths, the family
lost the home in a foreclosure. Hamilton says that if he’d
received a baby bond around that time, he might have
been able to save the home, which went on to multiply in
value as Bed-Stuy gentrified in subsequent decades. It’s
easier still to imagine how the bonds might have helped
his parents. His mother might have avoided the finan-
c1al rnsecurlty and stress that led up to her death His

overwhelming advantage in how it distrib-
uted free land to settlers in the 19th century, how it set
up the New Deal safety net in the 1930s, and how it doled
out GI Bill mortgages and education benefits to veterans.
In addition to denying millions of Black Americans these
wealth-building entitlements, the government at times
allowed and even encouraged the theft and destruction
of Black property, sometimes in acts of terror—the 1921
Tulsa Race Massacre is just one example of many.

To address the resulting disparities, Hamilton has
advocated many policies that fall under the category
of “inclusive economic rights,” among them a guaran-
teed income and single-payer health insurance. He’s also
backed ideas, such as debt-free college and student loan
forgiveness, that would benefit many White Americans.
“Coming up with the policies is not as esoteric and dif-
ficult as it may seem,” he says. “Maybe I’m naive, but if
you see a problem you directly redress it.”

Stephanie Kelton, another economist and Sanders
supporter who served on the Biden-Sanders task force, |
says Hamilton’s advantage in policy circles is that »

WEALTH
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very affable person.” He’s also “not afraid to put big

ideas on the table.”
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and poor, largely White and Republican rural areas |

alike. Wooden tried to demonstrate to lawmakers |

. . . . . : e . i
Hamilton has lately been chatting with major phil- j------- that there were families in every one of the state’s {
| I

anthropic foundations about baby bonds, suggest-

169 towns, including Greenwich, that could qualify &

ing that they try giving out grants to a group of high ! I for baby bonds. “Part of the messaging around this is ‘

school seniors to test the concept. “Why wait 25 years

to see if these accounts are going to
work?” he asks. And for that matter,
“Why should baby bonds be limited to
the United States?”

aby bonds came to wider public

attention in the U.S. in 2019, when

New Jersey Senator Cory Booker
ran for president on a platform that fea-
tured a federal baby bonds program.
Hamilton had helped craft the pro-
posal; his tireless advocacy for the idea
prompted Booker to dub him, aptly,
“the intellectual father of baby bonds.”
But the momentum for the idea really
gathered after the murder of George
Floyd by police in May 2020, sparking
a reckoning that saw lawmakers scram-
bling for policies that might address the

. striking disparities between Black and

White Americans.

The first state to adopt a Hamilton-
style baby bonds program was, by some
measures, the country’s richest and least
equal. Connecticut can boast one of the
highest average incomes in the U.S.,
thanks to the hedge fund billionaires
and other finance professionals who live
in Greenwich and other suburbs of New
York City. But its cities contain pockets
of deep, persistent poverty. “Connecticut
is ground zero for wealth disparity as
well as income disparity,” says Shawn
Wooden, who grew up in the impover-
ished North End of Hartford, the capital,
and was elected state treasurer in 2018.

Wooden brought his baby bonds pro-
posal to Connecticut’s legislature in early
2021, and by July it was law. The District
of Columbia moved about as quickly,
beginning debate in May and passing
its law in December. Wooden says the
combination of widespread pressure to

1 ]
tackle racial disparities and Hamilton’s “intellectual ; j is antipoverty regardless of your race or ZIP code.”
framework” prompted advocacy groups and legisla- 1
tors in Connecticut to line up swiftly behind an idea

: it’s not race-based,” he says. “This is a program that

£ Hamilton
in Bed-Stuy

1 Governments are keeping costs down by covering ¥
only the poorest children, those eligible for Medicaid. *

that was new to most of them. To broaden the coali- -~ In Connecticut, that’s more than 16,000 babies a year, i
tion, proponents argued that baby bonds wouldn’tjust y _:  : j about half of all births in the state. They’ll start with §
| |

heal racial d1v1510ns but reglonal ones, helplng poor,

$3,200, Wthh could grow to more than $10 000 by the i
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sy
: themselves into the middle class, he says. According

1
“1 amounting to almost 2% of the pre-pandemic federal

- budget—could narrow the racial wealth gap between

the state will put the initial capital pool into a broad
range of asset classes, much like a pension plan. To
ensure stable funding, Connecticut will issue about
$50 million in bonds annually. The District of Columbia
will spend $32 million over four years on its program,
with qualifying babies starting with $500 and receiv-
ing as much as $1,000 extra for each year their parents’
income is below three times the poverty level.

To those wary of government spending programes,
advocates argue baby bonds are inherently
conservative—money set aside to meet future needs.
“We’re not creating debt, we are just investing,” says
Washington State Treasurer Mike Pellicciotti, who’s
championing a baby bonds program that would be
called the Washington Future Fund. “This is a way to
bring capital to those communities, wherever they are,
that are denied capital or have had capital drain.” The
bill the state is debating would have it spend approx-
imately $128 million a year for a program covering
about half the babies born annually in Washington. As
in Connecticut, each would have $3,200 to start, with
growth dependent on investment performance.

And as in Connecticut, the sponsors of Washington’s
bill have been surprised by the initial enthusiasm. The
state’s legislature recently allocated money for a com-
mittee to develop a detailed baby bonds proposal by
December. “A really bold idea in such a short time got
more attention than I expected,” says Monica Stonier, a
Democratic representative from the western part of the
state. “The goal is broadly supported, it’s just a matter
of how we get there.” The bill also attracted a couple of
GOP co-sponsors. Another Republican state represen-
tative, Mike Volz, from Spokane, sponsored a constitu-
tional amendment that would allow baby bond funds to
be invested in a wider array of assets, though he says he
doesn’t know what he’ll do when the main bill comes
up for a vote next year. “I did commend the treasurer
on his creativity,” he says. “It’s not the worst idea ever.”

The “baby” part of “baby bonds” may be what gives
them uniquely broad political appeal, Hamilton says.
The idea of granting a birthright to each child avoids the
typical and often racially loaded debates about who’s
deserving and undeserving of help. It’s hard to attack a
baby for being lazy, he points out.

Along with not being federal, the state programs
depart from Hamilton’s vision by being far less gener-
ous. Only the U.S. government has the resources to give
poor kids the amount of money they’d need to launch

to Zewde’s 2020 study, a Hamilton-style $80 billion-

per-year universal federal baby bonds program-

the median White and Black young adult from a factor
of 16 to a factor of 1. 4
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Although the state programs are much smaller than
Hamilton’s original proposal, Wooden points to the
intangible benefits the bonds will bring. When chil-
dren know they’ll be receiving baby bonds, he says,
they may study a little harder, save their own money,
and make plans for the future. “When you have hope,
it changes everything,” he says.

Some progressives worry about overselling the
benefits. Darity, Hamilton’s co-author on the paper that
first floated the baby bonds concept, has expressed

concern that even a full-scale federal program wouldn’t |~
have a significant impact on the overall racial wealth ;-

gap. Baby bonds may narrow disparities when you
compare the median Black and White recipients, Darity
says, but focusing on the median misses the huge
amounts of wealth held by the richest White families.
“It’s a great idea to provide each newborn child, as a
right, an asset that they can access when they come

of age,” he maintains. But reparations are still needed ,

to address the damage to the wealth of Black families

across generations. “From the standpoint of justiceand 1

a debt that is owed, the entire racial wealth gap needs
to be erased,” he says. He pegs the total cost at about
$14 trillion.

Hamilton says both baby bonds and reparations are

necessary, referring to them as “complements, not ' 4

substitutes.” But he and Darity have split on, among ;-

other things, how to calculate the cost of reparations.
Hamilton says using the entire racial wealth gap as the
benchmark is too simplistic. The government needs
to do a detailed historical accounting of “the present
value of what was lost.”

His ultimate goal of a federal baby bonds program
remains far away. Just 15 other senators have publicly
backed Booker’s baby bonds bill, also introduced in
the House by Massachusetts Democratic Representative
Ayanna Pressley. It was never considered as part of
Biden’s now-stalled economic agenda. But Hamilton
remains optimistic, almost as a matter of principle.
“The thing that will definitely get in the way of this
occurring is pessimism,” he told a group of advocates
at a virtual conference on baby bonds last month. “We
shouldn’t wait on the federal government.” By starting
at the state and local level, he said, “we make them do
it, we build up momentum.”

Hamilton isn’t religious, but he can still sound like
the Quakers who educated him. “I’m for economic jus-
tice, or justice more broadly. I pursue justice as a mat-
ter of faith,” he says. “I’ll go back to my theology: Do
it because it’s the right thing to do.” He doesn’t want
it to be as difficult for others as it was for his parents
to set their child up for success. “If I had that choice, I
would not have given up their life in order to have the
access I had,” he says. “That drives me, because I saw
the pain firsthand and I don’t want people to experi-
ence it. | th1nl< 1t S profoundly un]ust ? G
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M Business, finance & politics

Number of non-White members of
Congress

M 116th Congress M 117th Congress

Black directors of
companies in the Russell
3000 Index

African American

Hispanic or Latino American

Asian or Pacific Islander American

Native American

B
805+

Number of
companies that
pledged to observe
Juneteenth

“Juneteenth has always been
Black Americans’ Fourth of July.
Jack Dorsey came out and said
[his businesses] were doing

it. And there’s a bit of FOMO,
with companies jumping to
acknowledge this after coming to the realization
they should.”

——Miles Dotson, co-founder, Hella Creative, a collective of art and tech
professionals in the Bay Area

B Homeownership
Rates as of fourth quarter

# Asian, Native, Hawaiian,
and Pacific islander

# Black
Hispanic
# Non-Hispanic White

80%

70

60

50

.‘--/'_\

40

I 2017 2021 I

Percent of non-White
cover models on top
international fashion
magazines

Black households in the
U.S. that report taking
camping trips

2017

2021

2014

2021

2,000+

“These memorials were not
placed in the immediate
aftermath of the Civil War but
actually placed strategically

as a way to reassert White
supremacy. As more of the public
becomes aware and understands
the why and the how behind the
symbols of the Confederacy—
and why they continue to

exist in public spaces—the
overwhelming majority call for
their removal.”

——Lecia Brooks, chief of staff and culture,
Southern Poverty Law Center, Montgomery, Ala.

Number of photos
submitted to a street
art database created
after George Floyd'’s
murder as of February

Confederate
memorials in
public spaces as
of February

M Police spending & hate crimes

Police spending in 1 m

Minneapolis

Number of retweets a
#StopAsianHate post
from pop group BTS
got in 2021, making
it the most shared
tweet on the platform
last year

$180m

160

140

I 2014 2021* I

“The last two years are historic
with regard to hate crimes. And
remember, there are big problems
and limitations with the data.
Victims don’t report, or police
misclassify them.”

——Berian Levin, director, Center for the Study of
Hate & Extremism, San Bernardino, Calif.

Hate crimes in U.S. cities

B Anti-Asian
W Anti-Black
2020

2021

Los Angeles 615

New York 538

Phoenix 140

Chicago 106

Houston 47

*2021 FIGURE REPRESENTS ADOPTED BUDGET. DATA: GALLUP (PERCEPTIONS OF RACE); COLUMBIA UNIVERSITY CENTER ON POVERTY AND SOCIAL POLICY, U.S. BUREAU OF LABOR STATISTICS (POVERTY & UNEMPLOYMENT); CONGRESSIONAL !
= ' “‘RESEARCH CENTER AS OF JAN. 20, ISS ESG, HELLACREATIVE (BUSINESS, FINANCE & POLITICS); U.S. CENSUS BUREAU (HOMEOWNERSHIP); CITY OF MINNEAPOLIS, TWITTER, CENTER FOR THE STUDY OF HATE AND EXTREMISM (POLICE SPENDING r R A
: & HATE CRIMESI WORDSRATED BACHELOR DATA METROPOLITAN OPERA KOA THE FASHION SPOT, URBAN ANTI RACIST STREET ART MAPPING SOUTHERN POVERTY LAW CENTER (ENTERTAINMENT MEDIA & HISTORY) v
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....... } U.S. laws are lagging o
j the science-and i"

______ i evolving attitudes—on :
! weight. Two state-level |

"""" ! fights could expand |

""" | protections to tens of ;|
“: m1111ons of peop1e g

By Josh Eidelson
IT1lustration by Saehan Parc

.......................

Photograph by Maegan Gindi | S
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: eople who are fat face bias in every corner of !........! who smoke cigarettes on their own -
| life. They’re more likely to be bullied in school, ¢ ... ) tclme-ih? 2;13 a Nf‘?i;lseg’ Sbupenor '
. . . . I I Lourt judge ruie d ecause g
: stigmatized by doctors, and convicted of crimes ;i | the Stajte fa dn’t clearly outlawed £
by juries. Survey respondents rate people who look ! i ! weight discrimination, an Atlantic : __________
1 overweight as lazier, weaker-willed, and less likely to ¢} i City casino was within itsrights to §
. ' I | regulate the weight of its “Borgata i
1 Wi on]eop ardy . ' """" I Babe” cocktail waitresses. “Plaintiffs ¥
When the humiliations extend to the workplace, } . . ! cannot shed the label ‘babe’; they T
1 the costs can be all the more easily measuredindol-¢ | Fmb;aced it when they Wznt to VYOFk —_
. . ; | the B ta,” t N
, lars and cents. People who are overweight are hired ; | | 0} "¢ % 0 e e O R
: less, promoted less, and paid less. One study sug- t ..\ Boardwalk Empire. -
gests that for every 6 pounds an average American _: 1 Now, activists in New Yorkand ¢
I . o I I Massachusetts appear to have the I
I WOII'lan galns, her hou.rly pay d.I‘OpS 2A). And people I:r ------------ I best Chance in decades to extend :----
' signing paychecks subject heavier workerstoagant-! | ! weight-based antidiscrimination |
1 let of additional punishment, coercion, and harass-¢ | 1 protections to tens of millions of y
: : : : | . o e
_, ment. “It is endemic,” says Claudia Center, the legal ; | | ﬁlrgﬁri;:;ihfoﬁg geb;iftg?fé‘;?f i
 director for the Disability Rights Education & Defense | | ! latures would ban discrimination ...
1 Fund, an advocacy group in Berkeley, Calif. One of ¢ | based on weight or height in hous-
. . . . | e e 3 1 1inhc ci1iceh F777777
. her past clients, a cable installer, got risky weight- | Ing, public accommodations such ¢
: 1 p hi b d him f goodeeess AS hospitals, and employment. gioars
; 10SS Sl{l’gel‘y alter his company banne 1m Irom | ____________ 1 “My body is not a failure, nor does CA—
1 returning to work unless he lost about 100 pounds. i I it need to be fixed,” Janet Conroy-
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Unlike other forms of discrimination, annpanms% | year. “The systemic flaws and fat- |
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can get away with such treatment because, in most L , Phobic mentality that allow weight |
1 he U. S., h 1 1 onlv ' ~-+-- discrimination are the problem.
 blacesin the there’s no clear law againstit. Only | | s1though the federal Americans |
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| di . . . b d ioht. (I e T ; ceived physical impairments that ;-
, discrimination based on weight. (In contrast, more ! | substantially limit major life activi- {
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4 rule that weight should be considered one of them. |

In rulings around the country, federal judges have ‘

written that deeming all obesity to be a disability could :

create a slippery slope to protecting “grossly short” .. ..

people; that a firing because of a boss’s belief that “fat 1

people are essentially undisciplined and weak” would [

be OK because the boss wasn’t suggesting the worker

! body acceptance has earned her an audience of 680,000

followers on Instagram and a small empire as a writer

1
!
1 and consultant. Sturino’s posts include photos of her
3o
1
1
I
[

remaking celebrity outfits in her size. She’s working with
Amazon.com Inc. to develop a line of size 4X and 5X
clothing that will go on sale later this month. “It’s not
about your body being wrong,” she says. “It’s about the

was physically impaired; and that a plain-
tiff’s heaviness was akin to such unpro-
tected traits as a “neon green mohawk.”

Specific protections can spur better
treatment. Michigan’s law made possible
a lawsuit, resolved on undisclosed terms,
by a store manager for the luxury retailer
Coach who alleged that the company had
promoted her when she was petite, then
fired her when she wasn’t, after it first pres-
sured her to take weight-loss hormones,
get bariatric surgery, and eat more Lean
Cuisines. (Coach declined to comment.) In
San Francisco a settlement with an aero-
bics instructor forced Jazzercise Inc. to stop
requiring its dance fitness teachers to “look
leaner than the public.” (“Recent studies
document that it may be possible for peo-
ple of varying weights to be fit,” the com-
pany acknowledged.) A 2016 study found

nificantly increased the employment of peo-
ple with obesity.
“Laws are often a reflection of cultural

“It S not
about your
body being
wrong.
It’s about
the brand
that
doesn’t
make the
clothes
that f1t”

brand that doesn’t make clothes that fit.”
Companies and media outlets that
once operated to some degree on fat-
shaming are now swinging a bit the other
way. Vogue magazine, which over the
decades has promoted a Cottage Cheese
Diet, a Chinese Diet, a Champagne Diet,
and a Grape Diet, in 2020 instead profiled
intuitive eating: the antidiet diet of eating
what you’re hungry for, when you’re hun-
gry for it. Good Housekeeping magazine,
whose turn-of-the-century cover paired
a Meg Ryan profile with a Soup Diet to
“Lose 10 lbs. Fast!,” recently published its
own Anti-Diet Culture Series, with articles
about fatphobia, body acceptance, and the
limited usefulness of BMI. Plus-size women
now grace the Sports Illustrated swimsuit
issue and appear in ads for Dove soap and
Victoria’s Secret underwear. Abercrombie
& Fitch, long known for its abs-festooned
catalog, now sells Curve Love jeans.

internet culture, there’s another pushing

norms,” says Jane Korn, the former dean of Gonzaga l

University School of Law. In the 1990s, the first time
Korn submitted a paper about weight bias to journals |

around the country, she got a bunch of calls from law

students reviewing her draft who wanted to know if
she herself was overweight. In the following decade,
U.S. Surgeon General Richard Carmona called obesity

a “terror within” that could “dwarf 9/11.” He described

it as a crisis to be solved with personal discipline rather
than public policy.

The truth is, Americans don’t have as much control
over their weight as they like to think. Research sug-
gests that our bodies are more a product of our genes
and environment than of our willpower and that major
reductions in weight tend to be temporary. Studies have
found that many people considered overweight are met-
abolically healthy and that lifestyle habits such as exer-
cise and vegetable consumption together reveal more
about a person’s mortality than body mass index (BMI).

The U.S. has begun to catch up with the science, if
slowly. A “Health at Every Size” movement, which pro-
motes nutrition and exercise rather than weight loss

per se, has been gaining ground among both doctors

and patients. “The conversation wasn’t happening
10  years ago, says Katle Sturlno, whose advocacy for 1

I unrealistic beauty standards, and the view of fat as a
personal failing remains widespread. “People may not
even know they’re biased against people with obesity,
people of size, but are making decisions based on it,”
says Patricia Nece, a recently retired attorney for the
U.S. Department of Labor who chairs the 75,000-mem-
ber nonprofit Obesity Action Coalition. “Employers
reflect society. They’re not immune to it.”
E tends to take decades of movement-building
and attitude-transforming, often combined
with tough compromises and good luck. The Civil
Rights Act of 1964, for example, followed a genera-
tional protest movement. It ended up including a ban
on gender bias only thanks to an amendment from a
segregationist congressman who hoped it would tank
the entire bill. That sex discrimination clause then got
read a half-century later by the U.S. Supreme Court
to ban bias against LGBTQ people, types of discrim-
ination that Congress had failed for years to outlaw
specifically despite strong public support for such
a move. In 1990 the Americans With Disabilities Act

emerged from fierce fights in Congress with clauses
that excluded pyromanlacs and “transvestltes from

xpanding civil rights protections is hard. It
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! protection. It also required that the government review
which diseases could be spread by handling food, a
clause inserted to address baseless fears about letting
people with HIV work in restaurants.

When judges or lawmakers weigh who’s covered
by existing civil rights laws or who they should be
expanded to protect, a frequent concern is the ques-
tion of what’s called immutability, meaning whether
the trait that’s the subject of the discrimination is one
a person can’t change. That poses a challenge with
weight, which many Americans see largely as a mat-
ter of individual choices and discipline. In that respect,
weight is comparable to credit history or criminal
records, both of which the government has been hes-
itant to ban employers from judging workers on, says
University of Tennessee law professor Brad Areheart.

But the mutability of weight is overstated. Even the
y pound-shedding reality-TV gladiators of The Biggest
i Loser usually regain most of the weight they lost,

n

..} National Institutes of Health researchers found. And
___.’ when it comes to civil rights, the weight of immuta-

y bility is overstated, too. People can choose to change
3 their religion, but the Civil Rights Act bans bias based
! on religion anyway, because it isn’t something most
! Americans think people should have to change to get

"} ajob. Disability can change over time and can stem

________________

1 realized was still legal, and figured the whole state ;

.................

: : | : : : :
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"1 inquiries.) About the same time, Assemblyman Thomas

1
; follow-up to other nondiscrimination bills the state
1

1
1 Project, which mobilizes nonunion workers to try |
1

- Mdroh 24,2022 ..

e e e e e e e o ik

the company discriminated against workers who were
Black or overweight. (The company didn’t respond to

I Abinanti came across his own surprise. He read about
a New York City Council member’s never-passed pro-
posal to ban weight and height bias, which he’d never

I could use such protections. I
Now the two lawmakers and the Retail, Wholesale

& Department Store Union have teamed up to try to

1 pass a bill this year that would make weight and height
I protected categories under the state’s civil rights laws.
Hoylman, who represents Manhattan, says it’s a fitting

I bias based on gender identity or hairstyles such as

I
passed in recent years, including measures that ban y "
1
I

Afros. “I think we can continue to press the outer lim-
its of protections,” he says. “It just seems obvious that
i someone should not be body-shamed out of an employ-

Weight bias is widespread in retail, says Eno
Awotoye, an organizer for the RWDSU’s Retail Action

to improve the sector. Awotoye, who spent a couple
of decades working retail jobs, says that higher-end
, brands tell job seekers to provide a photo with their

Facing Weight Stigmas at Work

Germany U.K. Australia

Obesity should be
considered a disability
so people will be
protected from weight
discrimination at work.

The government
should pass a “Weight
Discrimination in
Employment Act” to
protect employees.

It should be illegal for
an employer to refuse
to hire a qualified
person because of their
weight.

b
9

Share of adults who agreed with the following statements in a 2020 survey of WW (formerly Weight Watchers) participants

uU.S.

"))
PR
999V

résumé and that heavier
workers get passed over
for promotions or stuck
in the back, stocking
shelves for less pay than
sales reps. Some get told !
after gaining weight that '
they no longer “fit the :
image” the company
wants, and many retailers :

1

I

I

I

France

&>
<
W

Canada

insist that sales staff wear
their own brand on the
job while refusing to pro-
vide apparel that can fit
larger employees.

To get the New York ;
bill passed, the RWDSU

who’ve experienced or

DATA: OBESITY, A RESEARCH JOURNAL

1 from people’s choices, whether driving a car or fight-
. ing in a war.

New York Senate Judiciary Chair Brad Hoylman
ays he took an interest in weight bias after his tween
1 daughter told him just how prevalent fat-shaming and
' diet pressure were online. After his daughter com-
 plained that the trendy “one-size-fits-most” com-

wn

1 pany Brandy Melville had no clothes that fit her larger

i frlends Hoylman began readlng about allegatlons that

...............

ination to lobby lawmak- |
I ers and testify at hearings. The union is also discussing
other tactics: placing columns in neighborhood news-
papers, circulating petitions from constituents, holding
rallies, and setting up mock “changing rooms” where
people who want to anonymously share discrimination
stories can be videotaped behind a curtain.

y  Finding retail staff ready to publicly share their dis-
1 crimination stories has been tough, says Awotoye. In
I part, people fear the soc1al stlgma of calhng attentlon b
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I workplace plaintiffs’ attorney Shannon Liss-Riordan,
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I blacklisting by future

I their state is ripe for

1 ity has been shifting
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says. The more press-
1 ing concern is potential

employers, especially at
the luxury brands that
pay better. But that’s an
obstacle that can and
must be overcome to get
the bill enacted, she says.

The bill’s backers say

a breakthrough. The
New York state legisla-
ture’s center of grav-

increasingly leftward in
recent years. Democratic
Governor Kathy Hochul
has a business-friendly
image, but she’s been
hustling to shore up
labor support as she
seeks election for a full
term in November.

New York Assembly
Member Linda Rosenthal,
who’s been introduc-
ing her own narrower
bill to ban workplace
weight discrimination
each session since 2017,
says the culture beyond
Albany has shifted, too.
Even a few years ago,
“I don’t think society
was ready,” she says.
“I definitely think it’s
changed, and it’s con-
tinuing to change, based
on people who are dis-
criminated against say-
ing, ‘I’'ve had enough.””

In neighboring

Massachusetts, the decades-long push to ban weight

I and is now pending at the Senate Ways and Means
Committee, which could tee it up for a floor vote. “This
is an issue that has been discussed for a long time,
and it’s just now starting to get some traction,” says

who’s running to become the state’s attorney general.
, Liss-Riordan expects the weight bill to pass and says
| she’s eager to deploy it to fight discrimination. “It just
! ﬁts into our overall framework that people should be

l

|
|
|
|
|
|
'.._.____..___.
|
|
|
|

bias is getting new momentum. A bill passed the ;-
) state legislature’s Judiciary Committee in February

judged based on their abilities and their qualifications
for a role and not based on factors that are irrelevant
to how well they will perform,” she says.
Massachusetts’ current attorney general, Maura
Healey, a Democrat who’s favored in this fall’s race to
replace retiring Republican Governor Charles Baker,
said in an emailed statement that she supports legislative
efforts to protect residents from weight discrimination.
Employers tend to oppose laws that would impose
limits on their ability to fire employees. But no major
business lobby is rushing to speak up for weight dis-
crimination. A spokesperson for the Associated ¥

WEIGHT BIAS B ;
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¥ Industries of Massachusetts, the state’s leading business ! | | ! the sea change in attitudes toward other groups such !
! lobby, said i il the issue “is just not one ofour | | | | as LGBTQ Ameri -
_j lobby, said in an email the issue “is just not one of our |, | |, as Q Americans. o i
y priorities at this point.” The Partnership for New York y | iy  There’sagood chance that the antidiscrimination legal §
-1 City, a business group whose executive committee - I campaigns and Americans’ changing attitudes will con- -
__________ : includes the chief executive officers of JPMorgan Chase, : : tinue to help each other in tandem. “The cultural shifts :
__________ i Pfizer, Macy’s, and Loews, takes a similarly sanguine || around acceptance of fat and questioning the diet indus- 3
1 view. “I would be surprised if anyone were opposing | ;| | 1 try and the pervasiveness of diet culture, some of those
-------- 1 this legislation,” says the group’s CEO, Kathryn Wylde. 1--+-1 things have empowered more fat people individually to
_________ : Companies are frustrated that legislators — . think about, ‘Oh, when my rights are '[
. keep “unnecessarily inserting themselves | && being violated, this is not my fault,” ;
1 g > i
3 in the employer-employee relationship,” I n a bea L t y says Tigress Osborn, who chairs the |
-1 she says, but discrimination is something 53-year-old, volunteer-run National I---
_ : they already avoid. Sa .I on J ma y be Association to Advance Fat Acceptance. :
| Nationelly, employe.rs have also been I ) m n Ot as Janet Cenroy-Quirk, the activist I
"y pretty quiet about the issue. “We do not now lobbying for the Massachusetts
-1 have an established position officially = bill, has started to see changes, too, 1.
__________ : but, of course, do not support any form sur pr 1S ed but she says the law needs to be Ir
. of discrimination,” the U.S. Chamber of passed to speed them up. She’s spent
1 ? J !
"""""" ommerce’s communications vice pres- ears in social work facing regular j
y C ’ ications vice p that I’m years in social work facing regular |
.......... 1 ident, Tim Doyle, said in an email. The - humiliations. When she complained 1...
: lobby’s Michigan chapter rarely hears be 1 ng to her bosses at one nonprofit that :r
, from members about that state’s singu- certain clients kept calling her fat, ;
1 = >
""""" 1 lar weight bias ban and isn’t angling to t rea t ed k 1 nd they told her to suck it up. After she f

___________

get it changed, says Wendy Block, the
state Chamber’s vice president for busi-
ness advocacy and member engage-
ment. “We’re not necessarily saying
that all states should run to add this
to their laws,” Block says. “Once a law
is passed, you have to figure out a way
to live with it, and that’s what has hap-

pened in Michigan.”
F bias bans, workplace reforms
tend to be secured in cities and
states before fully forcing their way
onto the national agenda. New York’s
and Massachusetts’ legislative sessions
both end this summer. Making either the
first state in almost a half-century to ban
weight bias would be an electrifying win
for the cause.

rom $15 wage floors to antigay

of crappy.
But I expect
something
different
at, for
example, an
organization
that serves
children”

told her boss at another nonprofit that
urging employees to join a workplace
weight-loss contest was insensitive,
she got dinged on her performance
review. At a third nonprofit, where
she applied for an outreach job, a
manager looked her up and down,
stared at her stomach, and asked, “Do
you really think that you can repre-
sent this organization appropriately?”

Conroy-Quirk has gotten used
to being misjudged and maligned
because of her size. She’s been
harassed on the way home from
church by men making pig noises, and
a doctor she saw about an in-grown
fingernail assumed she was diabetic.
But the workplace hurdles she’s
endured have been particularly aggra-
vating. “In a beauty salon, maybe I’'m

Law and social norms both shape each other, says
the Massachusetts bill’s Senate sponsor, Becca Rausch.
“Fatness for so long was seen as a personal failure and
only as a personal failure, which is why I think it is still
a legal form of discrimination,” she says. “The exis-
tence of this law, as enacted, will help to further break
down stigma.”

Activism for the rights of overweight people has a
long history in the U.S., but it hasn’t yet gathered the
momentum or reached the mainstreaming of some
other movements that left their mark on the country’s
1 laws. Advocates say they’re making headway, with help
from recent sc1ent1ﬁc research and 1nsp1ratron from
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not as surprised that I’'m being treated kind of crappy,”
she says. “But I expect something different at, for
example, an organization that serves children.”

The former social worker, who has been meeting
with legislators and submitted testimony for a recent
hearing, says becoming an activist has helped assuage
the guilt she felt after giving up on social work. “Four
years ago, I was cutting the size labels out of my coat
so people on the subway couldn’t see what size I was,”

says Conroy-Quirk, who now runs her own business, a '
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guide to help larger customers find welcoming places to ;-

shop. Now, between her business and her activism, “I’'m
out there announcmg What size I am to everybody” (5]
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'”?' The National Book Award finalist
ln ln and author of Pachinko and Free

Food for Millionaires wants to

Lee wants give a more nuanced portrait of
BB Asian-American life, including the ¢

You to Pay everyday racism communities face 5
Attentlon By Diana Suryakusuma |
-mﬁ" Photograph by Wayne Lawrence ;

Until recently, Mm Jin Lee was primarily known as the bestselling ® §
= author of Pachinko, a novel that follows a family of Korean .k
R immigrants in Japan through the 20th century. (The Apple TV+ {il_—
I} adaptation premieres on March 25.) But over the past two years, il
E as violence targeting people of Asian descent in the U.S. has i
B surged, Lee, who grew up in Queens and lives in Manhattan, S
B has turned her Twitter feed into a record of anti-Asian racism.
B [n an interview with Diana Suryakusuma, Lee explains why and §
Ik how she hopes speaking up will lead to greater equality for all.
Here are edited excerpts from thelr conversation:

i ; ANTI ASIAN HATE LR h SRR E
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B of Asian Americans being attacked,

g from a very long history of being perse-

The news has been increasingly filled with
; horrifying stories of violence toward Asian
{ Americans. What motivates you to speak out
, about anti-Asian hate?

) I'm tired of people saying that an attack was random
I rather than race-based. I believe that when Bipoc

i women and men are attacked, race is always part of

L the consideration. It may not be the determining factor,
B but it’s part of our consideration. I can’t walk out of the
I house and not be Asian.
| Because the problem is complicated, people keep

L saying the problem doesn’t exist. ’'m

| saying it does. Look at the numbers 11 Th e
! assaulted, insulted, and killed around
& the country. It doesn’t matter how
I well-educated you are or how safe you
! think you are in your suburbs: We come

i cuted in this country.

B And not all Asian Americans are high-income.

i Asian Americans have more income ‘inequal-
f ity than any other racial or ethnic group.
I In New York City the poorest people of color are actually
! Asians and Asian Americans, and we make up almost 15%
i of the local population. We’re constantly being told we
B don’t exist, but that’s not true. Then we’re told that we
I want too much. But it turns out we don’t get very much.

E How did we get to this current state?
i There’s been a great deal of correlation between the rise
§ of Asia and how Asian Americans are perceived. We’re

point
of awareness
1s to incite

B being questioned for our allegiances to countries in Asia §#

t with which none of us may have any relationship, and
j being punished for their political behavior. Like when
| Eileen Gu, who is Chinese American, decides to play
# sports for China, the level of vitriol being leveled at her
| is different than other Americans who have decided to
| play for other countries.

' With the greater focus on racial equality in
{ the U.S., how do you think Asian Americans
b fit in?

I I don’t think that it’s helpful for anyone to say that this
community’s harm is more or less important. What’s
{ important is that when horrible things are happening
j to Asians and Asian Americans, we do everything that

' we can to get more attention on it. I think it’s so criti-

¢ cal that we start to have a more nuanced understanding
L of what it means to be Asian American in this country.

i How do we make progress?
¥ 1love America so much. I love it with the passion of an
i immigrant, because I really am so hopeful for change.
Things could change radically in this country if we had

I-A
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universal health insurance and child care. If we can
think about those things, then with something like
racism—which very often is a byproduct of econom-

® ics as well as learned hatred—we can start to solve [

problems.

What do you think the characters
Pachinko would say about the Asian dias-
pora in the U.S.?

The way Korean-Japanese people of that generation .

feel about America is quite relevant. Many of them
really do see America as this positive space
in which they can feel liberated. You have §
this word “equity,” but I think that if you

ened would say we want to be liberated
from these conventions and to be free.

democratic state in which you’re allowed
to be who you’re supposed to be. And for

¥ many, many people around the world, that is embod- |
i ied in this country. Whether or not that’s the civic

experience of every American can be quite easily
8 disputed. That said, I am still really attached to the
¥ romance of America.

If you were writing a book about the §

experience of the pandemic, what would
the opening line be?

“The holdouts are controlling the show.”

That reminds me of the line in Pachinko:

“Man,

around, but you have to keep playing.”

I really want to encourage millennials and Gen Zers

to keep playing, to keep showing up, even if you’re
# exhausted. Obviously rest—I really want people to rest—

but I also want people to say, “I’m gonna get up now,

and I’'m gonna do my small thing.” You’d be amazed at

how much can change if you show up regularly.

We need to have hope. The point of awareness
is not to give up. The point of awareness is to incite
action and positive change.

If there were one 1law in the world that
every person had to follow, what do you
think it should be?

Treat people the way you wish to be treated. My [
father used to always say you don’t want to be a S

wiseguy. By that he meant the person who knows
more and therefore can take advantage of someone
else. So even if you know more, even if you can take

advantage of somebody else, avoid it, because there [——-
are things in your life where you’re not the wiseguy. §§

You’re the dummy. @

in N

ask the philosophers, “What is our real §a
goal? Is it to be equal?” the most enlight- HE—

To live this way, you have to live in a [

life’s going to keep pushing you S
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! ferent than the ones where he’d spent his career. :

___________________

t h1t h1m before the pandemlc and before the ‘

i I
r I summer of protests. Alex Ehrlich, a 40-year u

: veteran of some of the world’s biggest banks, | i

: would leave his executive position at Morgan Stanley ¢

| to build a financial institution that looked much dif-
i

! Anyone who’s been on Wall Street that long knows !
| something is wrong there. Things had improved :
, since the early days of Ehrlich’s career, when women :

- and Black people were all but shut out of executive *
{71 suites, but much of the industry’s money and power :

, remain in the same hands today. Black people and ; '
I women talk about it, and so do some rich, White, :

.1 well-connected, middle-aged executives. i
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Ehrlich is one of the latter. He worked at Goldman
Sachs Group Inc. for decades, was a managing direc-
tor at UBS AG, and was helping run the prime broker-
age business at Morgan Stanley, servicing hedge funds
and chairing the investment bank’s diversity council,
when his epiphany hit. “We’ll start a bank, and we’ll
get it right from the beginning,” he told Bloomberg
Businessweek soon after stepping down from Morgan
Stanley in January 2020. “The single most important
conclusion I came to personally was that banks are
really, really challenged simply by their history and
their size.”

Pretty much every big U.S. financial institution says
it’s hard at work on inclusion and its attendant net-
work of pipelines, mentorship programs, and retention
initiatives. But the way Ehrlich saw it, banks with thou-
sands of workers are too big to remake their cultures in
any reasonable time frame, even if they really want to.
His imagined company would be unencumbered by its
size. It would be, to the best extent possible, inclusive
and nonracist in its practices and impact, even as he
couldn’t guarantee that he wouldn’t fail or unwittingly
exacerbate the problems he’d set out to solve.

Ehrlich was offering a pair of reporters a chance to
see what it looked like when a finance executive starts
with a blank slate and tries to leverage the privilege
his position affords him to build an institution that
embodies those ideals. He agreed to keep speaking to us
about the challenges, as long as it didn’t reveal com-
pany secrets and we didn’t publish our interviews
until he’d raised money. Since he set forth, things he
couldn’t have foreseen have happened to Wall Street,
to his startup, and to him. His digital financial-services
company, Percapita Group LLC, has found opportunity
and crisis and has won backing from big-time investors.

1 As its planned launch early next year draws closer, the
! kind of inclusion that Ehrlich and his colleagues have
in mind has shifted. It’s not just about culture change
anymore. It’s about how to bring people who’ve been
left out of the financial system into the fold—and make
some money from them in the process.
S brash and intense. Ehrlich, who’s 63, bearded,
and balding, comes across as professorial and
avuncular. His mom was an immigrant from Eastern
Europe who occasionally spoke Yiddish in their Long
Island home, and he seems to have an almost quaint

uccessful Wall Street executives tend to be

.................
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.................
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commitment to the idea of the American dream. He’s
designed a pyramid-shaped hierarchy of leadership val-
ues, and he’ll sometimes ask people to draw it out so
they’ll remember it.

At Morgan Stanley, Ehrlich befriended a young
analyst named Drisana Hughes, whose father had once
been a lawyer for the bank. The way she saw it, he
really cared about her career. They stayed in touch

1 even after she left Morgan Stanley in 2017 to work in

politics. And when Ehrlich left, too, and told her about
his idea to start something different, she joined him as
a founding partner. “A blank sheet of paper is amaz-
ing,” she told us.

rJ--hb.-'_uu-'-o_-h-'——'ulﬁ—h_'——duﬂ—_'nn.-l'-.

Ehrlich was funding the operation, planningtospend '~

millions of dollars of his Wall Street fortune at first. In
early 2020, he outlined his vision for the company he
was tentatively calling Inclusion Development Corp. For

starters, it would seek to hire hardworking, creative, and ' 4

self-aware people who look like the rest of the country. -

“If a third of our leadership is White and male, that’s
fine,” he said—that proportion generally tracks with the

U.S. population. He thought he could hire Wall Street !

veterans excited enough by the prospect of creating a
new corporate model for finance that they’d “walk away
from multimillion-dollar jobs” to try.

Their target customers would be low-paid and
nonunion American workers with hourly jobs inside cor-
porations, a niche chosen in part for moral reasons: The
financial system has been known to ignore or even pun-
ish working-class Americans. But there was a practical
consideration, too. Reaching people through big employ-
ers would give Ehrlich access to and information about
thousands of people at once, letting him avoid huge mar-
keting outlays. The resulting savings could help him keep
fees low and avoid harsh terms. Ehrlich thought corpo-
rations and their human resources departments might
give his company opportunities to offer workers a suite
of services—not so they could get a cut of the profits, but
because their employees might consider it a perk.

As for business lines, he and Hughes were
considering Wall Street staples such as a wealth
management unit, an arm for selling exchange-traded
funds, and even a corporate advisory unit that did
investment banking. But services like these typically
cater more to rich people. To meet workers where
they are, the startup decided to focus instead on
consumer finance.

By May 2020, Ehrlich and Hughes had more P
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4 colleagues. Maripat Alpuche had been a partner
at white-shoe law firm Simpson Thacher & Bartlett,
specializing in huge bank mergers and co-chairing its
women’s committee. She’d been preparing to retire to
a life at the beach when she met Ehrlich.

Alex Brunson was barely three years out of college, a
hip and artistic classically trained singer. He’d dreamed
of playing basketball for Duke University but stopped
growing at 5-foot-6. He went to Duke anyway, majoring
in economics, then worked for Chick-fil-A and American
Eagle before getting hired by Morgan Stanley. Brunson
was responsible for the name Percapita, tossing it out
on an internal call.

The team began homing in on a concrete product, a
credit card that charged two interest rates: a tiny one for
necessities and a higher one for inessentials. “Groceries
are a necessity; restaurants are not. Child care is a neces-
sity; leisure travel is not,” Ehrlich said. The idea had an
informal quality. “None of us are credit card people,”
he went on. “Will people partner with us? Will consum-
ers want this? Can we manage the data properly? And
can we manage the risk properly? And can we fund it?”

They were also thinking about getting into a
trillion-dollar sector riven with racial inequities: “We
particularly think the student loan market is ripe for
being able to do good and make money,” Ehrlich said.

; He seemed to see the trillion-dollar pile of student loans

not as a trap but a business opportunity, especially if his
team could widen access to debt refinancing.

The pandemic had been wreaking havoc in the U.S.
for two months. Hughes was in New York. She seemed
shaken as she watched fellow twentysomethings who
were carrying heavy student debt burdens lose their
jobs. “To see this happen in real time has been so heart-
breaking,” she said. “People have no money. What are
they supposed to do?”

T murdered George Floyd.

“We have spent as a team so much more time
talking about antiracism, what that means in finance,
what that means for our business, what that means for
raising money,” Hughes said on a call a few weeks later.

“Now, instead of being ahead of the curve, we’re
surfing a wave,” Ehrlich said. “Everybody wants to talk
about it and see change.” He wasn’t referring only to
protesters; he meant investors chasing businesses like
his. “There’s a wave of capital out there looking for
something to do.”

But at least one colleague was hesitant to move
quickly. “I’m definitely Team Wait,” Hughes said.
“Everyone feels pressure to say now, all of a sudden,
that they care about Black people.”

Pledges to make profound changes were whizzing

around the industry. Goldman Sachs created a $10 mil-
hon Fund for Rac1al Equlty Morgan Stanley named two

hree days later, on May 25, police in Minneapolis
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Black women to top management groups and added an
inclusion commitment to a public list of the bank’s core

___________

values. At Percapita, Hughes and Brunson were thinking ;

about credit scoring, which has long been blamed for put- §

ting Black borrowers at a disadvantage. Recent research
from the Brookings Institution, for example, has shown
that Black people are likelier to get excluded from main-
stream finance based on credit scoring.

Anyone who wants to overcome such shortcomings
while issuing credit or making loans faces a conundrum.
“We don’t just want to use a standard model that’s subject
to elements of racism,” Ehrlich said. “And on the other
hand, to the extent we veer any distance from the stan-
dard models, it makes it really hard for us to operate.”

Just as Wall Street bundles home loans into mortgage-
backed securities, credit card companies lump together
debts from different borrowers into bonds that they then
sell to investors. Those buyers use credit scores to gauge
the risk. If Percapita avoided standard ratings, the bond
buyers are “just going to say we can’t tap the public mar-
kets,” Ehrlich said. “If we’re going to invent a new model
and we’re going to claim it’s a superior model and base
our business off of that, and it turns out we’re wrong, and
it blows up on the people we sell the notes to, that’s not
a good outcome either.”

“My view is we’ve got to try,” Hughes responded.
She’d been reading Mehrsa Baradaran’s books on race

f
'
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and finance, The Color of Money and How the Other Half §

Banks, which call for profound shifts to the unequal
credit system. “If we do this right, it could really change
people’s lives.”

Brunson, who was giving deep thought to his Black
identity, told colleagues he wanted to read Ibram X.
Kendi’s bestselling How to Be an Antiracist, which argues
that policy has to produce or sustain racial equity to
deserve that mantle. The company bought copies for
everyone. Soon after, they read the book and discussed
what it meant for them and the firm they were building.

Percapita had been founded before antiracism had
entered the corporate lexicon. Alpuche didn’t see how
it could legitimately start using the phrase. “When you
actually say, ‘I’m an antiracist organization,” that just
wasn’t what we had set out to build,” she said.

Ehrlich agreed. “Kendi talks about judging racism
on the factual results of a process rather than on the
intentions,” he said. “If you’re trying to build an organi-
zation from scratch, and you’re trying to be antiracist,
it imposes upon you certain standards that are really,
really hard to live up to.” They decided not to get hung
up on adopting the label. Instead, they recommitted to
the practical and capitalistic idea of reducing the cost
of access to the financial system. That was how they
thought they could make banking more equal, whether
they called the company inclusive or antiracist or not.
To them, the decision wasn’t a cop-out or a moral com-
promise. It represented a busmess pI‘OpOSlthl’l

INCLUSION

=



r

r

R R O e e e e e e

n July, a few months after joining, Hughes decided
I to leave Percapita. “Not that I think his work isn’t
impactful, but I had to do more right now,” she
said. By the end of the month, she was working for Joe
Biden’s campaign. (She continues to work in politics.)
Later that year, Ehrlich got more discouraging news
when he met with potential corporate partners for the
credit card. “Nice idea, but you guys are off base,” he
said representatives from four companies told him.
“Some of our employees don’t have bank accounts.
Some of our employees literally pick up a paycheck
and go to a check-cashing store. And you want to give
them a credit card?”
Percapita tabled the two-rate card idea and began
asking more basic questions about how the unbanked,
underbanked, and badly banked live—how workers

get their money and what they do with it, how they
cash their checks and send funds to family or borrow
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against their upcoming pay.
There are already lucrative
businesses built on those pro-
cesses, but they’ve also been
known to extract enormous
sums from poor people.

“We can do payday loans
for a couple percent,” Ehrlich
said, referring to the margin
over the company’s capital
costs. This could be a sub-
stantial improvement in a sec-
tor where annual interest rates
can top 600% in some states.
It wouldn’t forge any new par-
adigms, but it could help cus-
tomers keep more of their
paychecks and generate mod-
est returns. “We’re not work-
ing for free,” he said. “This is
not a not-for-profit.”

Ehrlich got his first solid
lead near the end of 2020,
when an owner and operator
of McDonald’s franchises in

feels

now,
all of

Black

“Everyone
pressure

to say

sudden,
that they
care about

people”

e e e e e e G e e e e e e

gain their trust. When they arrlved in March 2021, they
alternated between tasks like taking drive-thru orders or
making coffee and surveying workers about their experi-
ences with money. “People aren’t mad at some abstract
system and debating the merits of capitalism,” Brunson
said afterward. “That’s not really happening. People are
like, ‘I’'m trying to be a good mom. I’'m trying to make
rent.” It’s that simple.”

Ehrlich made his own trip to San Jose in May. Driving
around from one fast-food spot to another, he saw
workers treating his colleagues as family. He became
convinced that if his company could reach communi-
ties like this, Percapita would win customers, change
the way they bank, save them from steep fees, and
build a sustainable business. It just needed to figure out
how to earn the trust of workers who might be com-
ing from countries where savings had been wiped out
by hyperinflation, or were undocumented, or simply
suspected that banks take advantage of people who
look like them.

In the past few years, when the biggest finance
companies have attempted to reach the unbanked,
they’ve tried things like pledging money to community

groups and underrepresented borrowers, partnering

with Black-owned banks, promoting low-cost accounts,

cutting overdraft fees, and opening branches in finan- ;-

cial deserts. Some have tried financial technology to »

a

California agreed to give the Percapita team access to
the kinds of workers who could become their custom-
ers. With serious market research about to get under
way, the company hired Keith Mestrich, former head
of Amalgamated Bank, founded for union members
a century ago, and Daniela Peluso, an anthropologist
who’s studied Indigenous communities in the Amazon.
They joined an earlier hire, Eni Asebiomo, a former
SpaceX engineer.

Peluso prepped Asebiomo and Brunson for a trip to
San Jose, where they would spend three weeks embed-
ded inside McDonald’s restaurants. Their mission:
learn more about Why some people are unbanked or
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< reach more people faster. It’s not clear how successful :

those efforts will be at overcoming distrust. Percapita’s
view was that they had anthropology on their side—a
way of seeing the problem as social as well as financial,
which would help them connect with would-be custom-
ers who’ve ignored banks or been ignored by them.

Ehrlich was getting impatient to put this approach to
the test, but he needed to bring in some outside money.
Starting a financial firm is expensive, he pointed out.
He wanted to raise at least $15 million, preferably twice
that, by August 2021. He started with calls to a few peo-
ple he knew from hedge funds. “That has evolved into
a couple of offers for funding,” he told us. “I believe
we’re going to raise money. The signs are good.”

He and his colleagues were now touting a business
plan and a suite of products that looked different
from their options from a year earlier, emphasizing
services such as checking accounts, savings accounts,
debit cards, credit cards, cross-border remittances.
The key to Ehrlich’s pitch was cheap access to a lot
of customers through corporate employers, com-
bined with an anthropological, empathetic bent that
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of consumer suspicion. They’d have to find investors
who believed they could pull it off and didn’t mind that
they weren’t driven to wring as much money as possi-
ble from poor people.

hen Ehrlich spoke on a video call toward the

end of July, a few days before his self-imposed

deadline, his beard was longer than usual. His
mouth was turned down, and he fell into pauses. “I’'m
telling you it’s harder, that it’s been hard,” he said.
“We’re trying to do something really ambitious, and
that requires a lot of investment.” He was staring into
space and wiggling in his chair. “Confidence that it
is a good investment requires a certain leap of faith
from people, because we’re not copying anybody else’s
business model.”

By autumn, Ehrlich had lost some of his steam, if not
his sense of mission. There were reasons to keep on.
Percapita had landed deals with another sizable restau-
rant chain and a small New York manufacturer, which
would provide it with access to their employees and
permission to contact them. He’d hired Aliah Greene,

could push him and his colleagues over the barrier

INCLUSION

a soft-spoken Morgan Stanley veteran from Harlem
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who had herself once relied on check cashlng places
to be Percapita’s new chief risk officer and ultimately
its chief operating officer. “Within a system that is what
it is, individuals are finding the solutions that work for
them, based off of what’s available,” she told us. “Our
work here is to try to make something better available
to them.” Ehrlich mostly stayed offscreen on this Zoom
call, his face replaced by a photo of an owl perched on
a tree. He’d been working out of his country house near
the Rhode Island shore, in a windowed woodshop dug
into the side of a hill.

Around that time, he had a call with a billionaire
that went badly. The potential investor said, nicely
enough, that Ehrlich was doing it all wrong, and that
he wouldn’t touch Percapita because Ehrlich had said
so many things that scared him—for example that,
instead of focusing on technological solutions, the com-
pany was hiring expensive human beings, and anthro-
pologists to boot. The billionaire instead talked up a
different company that was selling what’s called earned
wage access, which gives workers paychecks when they
want them, not every two weeks. Ehrlich clicked to that
company’s website. It was covered with the language
of social justice, but it seemed to be charging people
exorbitant rates to get access to their wages sooner—
old-school payday lending by another name.

Not long after, Ehrlich concluded that he’d indeed
been fundraising wrong, but not for the reasons the
billionaire had said. He started thinking more hke
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Who to h1re to make it happen Wthh is What he S
doing again now.”

Sussman is planning for Percapita to succeed, even as
he doubts it will become his most lucrative investment.

1 He noted that Walmart Inc. has a new financial technol-

ogy venture, which just bought two companies as part
of its plans to help customers and more than 1.5 million
of its own employees manage their money. “It’s a proof

1 of concept, but it’s also a competitor,” Sussman said.

Percapita’s other investors include an affiliate of
Susquehanna International Group LLP, a key options
trader and one of the biggest players in the exchange-
traded fund market, and William Heard, who man-
ages about $1 billion at Chicago-based Heard Capital.
Ehrlich, Heard told us, “has the discipline of capital-

ism behind him.”
I Morgan Stanley, the language of diversity has
become so prevalent across corporate America
that it can lose meaning. Some executives who are try-
ing to go beyond rhetoric and make comprehensive

n the more than two years since Ehrlich left

-+ change have come to realize, especially in the wake of

Floyd’s murder, that being genuinely inclusive doesn’t
just mean diversifying offices. It means working to bring
people who’ve been left out of the system inside it, in
part by remaking the system for them.

Corporate America and Wall Street have made
some progress on the first part of the vision. To take

a banker than a founder.
Rather than selling risky
ownership stakes in his
unproven company, he
decided to issue convert-
ible notes—debt that could
be transformed later into
an ownership stake. This
approach would provide
early investors with some

“Conf1dence that it
is a good 1nvestment

requires a certain
leap of faith”

one example, Morgan
Stanley named the most
diverse class of manag-
ing directors in its his-
tory this January, with
a U.S. group that was
one-tenth Black. But
the Percapita team
thinks they can do bet-
ter. They now have a

protection, because they’d have a shot at getting pa1d

back and also the eventual reward of equity on sweet- '

ened terms. “All of a sudden it started going well, and
it kept going well,” Ehrlich said.

His good mood held up. Hours before New Year’s,
Percapita closed its seed round. Ehrlich wouldn’t say
how much he’d raised, only that he was “delighted.”
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The backers included S. Donald Sussman, founder of pliadon
t 0

1 the hedge fund Paloma Partners and one of the top
Democratlc donors in the U.S., who described hlS

4 investment to us as “significant.” He and Ehrlich had e oo
3 bonded years earlier because of their similar values |_
1 and Sussman’s admiration for the system Ehrlich had

: helped oversee for clients who do high-frequency trad-
- ing. “He himself is not a technology guy, he’s not a
1 computer scientist,” Sussman said. Instead, he’s “a guy 1
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busmess model that treats low-income Americans as
viable customers, not people to ignore or exploit. “We
will have fees,” Mestrich, the former Amalgamated
executive, said. “But they will pale in comparison to
costs that have been extracted from them by other
players.” Other startups are taking similarly expan-
sive approaches. They include CapWay, a debit card
company founded by app developer Sheena Allen,
and MoCaFi, a mobile bank service run by Wall Street
veteran Wole Coaxum.

The work is triage, not revolution.

“Yes, the systemic things are there, and they are the
cause of the issues,” Greene said. “And in the meantime,
someone’s trying to figure out how to stretch their check.”

Did Ehrlich have anything to add to that? “No, no,
no, no, no, no, I don’t have anything,” he said. “We’re
trying to do what we can.” @
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They say: Be the change you want to see in the world. Some
people take that to heart and run with it. We spoke to three
individuals about how they witnessed inequality in the world

and did something about it.

rganized Labor

Michelle Eisen, Starbucks barista
and union organizer

# Eisen’s push to organize her co-workers paid off in
December, when the outlet where she works voted to
form a union. The vote created a new labor foothold
among the company’s
thousands of corporate-
# run U.S. stores, and
| today workers at more
than 100 coffee shops
in dozens of states have
filed the paperwork to
form a union. We asked
Eisen how she managed
to overcome manage-
ment opposition, and
what comes next.

Why did you think you needed a union?
Starbucks refers to its employees as partners, which

{ can be alittle bit misleading. We’re granted stock, but § e

it’s been used to sort of manipulate us into feeling like
we have more say than we actually have. There was

no investment in long-term employees, no checking

to make sure we were doing OK, no reward for good,
hard work. It became a churn-and-burn kind of job.
# And on top of that, we were told that our company was
# making record profits in the middle of the pandemic.

When did you shift from feelings and ideas

to action?

A co-worker asked me to get a cup of coffee after one
of my shifts. I was like, OK, it’s a little weird. I mean,
we sell coffee. We met out behind our store, in a park-
ing lot. And she leans in real quietly and says, “I was
wondering what you would think about Starbucks
unionizing?” I said, “I’m not opposed, but is it even
# legal? What do you think the company’s reaction is
going to be?” Several baristas in Buffalo had been

ADVOCATES

—Sojourner Elleby

talking, and they were as exhausted as I was and had
decided things needed to change. This looked like an }

option. So I said, “OK, I’'m on board.”

® Why did you think unionizing was the route

to go?

We don’t have any say in anything really that affects .
our working conditions. There are a lot of other great
things about the union, like being able to negotiate —
better pay and better benefits. But just the ability to }
I have some say on what my work life is like, that was |
enough to convince me. I was able, thankfully, to be (S
the person who said, “We’re not gonna stand for this, (.

Starbucks. We deserve better.”

What message do you hope to share?

I would tell people in the service industry: “You ¥
deserve more respect, safe working conditions, and
fair wages.” There’s always been a stigma that comes (S
with being a waiter or barista or bartender. [ want §

that mentality changed.

Are you optimistic about the direction

you’re headed?

We’re just getting stronger with every petition that’s §
filed, with every store that tries to unionize. At some =
point there’s going to be so many voices that the cor-
poration is not gonna have a choice but to sit down
and speak to us. '

What are you working on next?

Reputation is everything to this company. We need
the public, communities, people in Washington to §
put pressure on this corporation to recognize our
right to organize. Because right now they’re sitting =%
across a bargaining table with my store negotiating §
a contract while they’re continuing to try and bust §
up unions in other stores, in other parts of the coun-
try. You can’t be saying you’re gonna negotiate a |
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fair contract with one store while you’re trying to

destroy another.




Bl sreener, healthier, and smarter.
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BlocPower’s goal is the greening of 125 million

Bl buildings in the U.S.—homes, offices, schools, and
e more. And Baird aims to do it in an equitable and inclu-

il sive way, ensuring that poor communities get as much
! attention—and as many jobs—as

' wealthier areas.

How does BlocPower work?
 We rip out the fossil fuel
i heating, cooling, and hot
& water equipment and replace
I it with modern electric equip-
' ment that makes buildings

i Buildings contribute more
I than 30% of U.S. greenhouse

i gas emissions, so even if every

American were given an electric vehicle, we still
) wouldn’t be able to reduce emissions as much as if
I they all decarbonized their homes.

t What kind of government assistance would
ﬂ make that happen faster?

I What we really need is inspiration. John F. Kennedy
! said, “We’re going to put a man on the moon,” and he

. mobilized a generation to achieve that. We’re facing St

j an extinction-level crisis in climate change. We need
! multiple generations of Americans to work hand in
Il hand to address the crisis.

_j Where have you concentrated your efforts?
! BlocPower focuses on America’s urban core. We

i really want to get into neglected, old, hard-to-reach
i buildings like the brownstone in Brooklyn where I &=
| grew up. It was built a hundred years ago and didn’t

B even have a working heating system. There are mil- |
i lions of buildings like that across the country— ==

j older, financially underserved, and unable to afford
| green engineering.

. You once suggested that hiring 1,000
f George Floyds could help save the planet.
; Can you explain what you meant?

lF What if George Floyd, instead of floating between

. jobs as a bouncer, had a career in green construc-

| tion? We have to unlock the massive talent in our & :

I generation to address climate change. That tal-
! ent is diverse, because genius is evenly distributed
¥ throughout the population. So of course the solu-
tions to climate change are going to come from a
I diverse group.
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i Jessica He1dt features department
o manager, Pixar Animation Studios

Heidt’s influence on the animation powerhouse goes
far beyond her work on any single film. As a freelancer

2 reading through proposed screenplays a few years
8 back, she noted a lack of diversity among the charac-

ters, which spurred her to suggest an analysis of the

i@ studio’s films. What she uncovered was dismaying—

but it’s resulted in a notable uptick in female-led films,

j including the just-released Turning Red.

I Can you tell us how this all started?
8 [ noticed a discrepancy between male and female S
@ characters when I was working on Cars 3. I was sort

of feeling that this feels very uneven—it was, I believe,
90% male and only 10% female. The gap was so large

i that it felt like there was no way for me, personally,
# not to speak up.

How was the news received by the studio?
I remember being absolutely terrified when I finally
was able to present this to the executives. But it was

8 irrefutable. No one had ever counted this before, and I

don’t think anybody realized that there was such a gap.
Overall, we were about 75% male—for speaking char-
acters and line count. That was standard across the
industry. The entire industry needed a change.

i“: ADVOCATES

Does diversity in animation
matter as much as in live-
action movies?

We may see Lightning McQueen as a
car, but we’re still interpreting him
as Owen Wilson, as a White male.
We’re doing math in our heads about
what’s being represented. We work
in a world of imagination, and it’s
always striking to me that we can
imagine talking cars but we can’t
imagine, say, female Nascar racers.

¥ Have things changed?

Last year and this year we’re finally starting to see the
results of the work that got started in 2016 and 2017,
when we really began paying close attention to this.

; Every project that’s being developed has an eye toward B
& diversity, toward representation on all sorts of levels. I &
am so excited about Turning Red. The representation

of the female characters is so good—funny and flawed
and just delightful. People are so used to seeing this

other idea of what is normal, and we can portray on S
every level what the world actually looks like. We can §§

1mag1ne a better World than we see.
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For Sale: Trudeau’s Pipeline:

---------- - Wanted: Indigenous Buyers
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The sale of Trans Mountain could help make |, ! é By Ari Altstedter
restitution for the country’s colonial . . | and Robert Tuttle | @
past-and turn some of the o0il industry’s F Photographs by

staunchest opponents into partners Jason Franson

""""" N Pipeline
route near the
Enoch Cree Nation
reserve west of
Edmonton
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signed with Canada. In fact, that y--------

Morin reminds her he’s no longer the boss, but the wait- -
' specific tract of land was part of the

1
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ress disagrees. “He will always be the boss of this place,” | reserve until 1902, when the Enoch
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The casino, located on the Enoch Cree Nation reserve Yet because the Trans Mountain pipe-
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1
1
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i ) =+ work began to expand it. Ei i
: members of the Enoch Cree Nation. R R ] “All this land is Enoch,” Morin says =
1 . . . 1 . .
1 In all the years Morin spent working at the casino,  _ 1: later, as he drives his truck through i
' . . . Voo i areas near the reserve where the ,
+ though, he couldn’t help but feel his people were getting : . =3 pipeline runs. “They gave us a few -
» a raw deal. Buried under the highway outside the casi- i i} million bucks, which is nothing com- ; .
1 I ' I 1
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# 5 % i .} of climate change, politics, and eco- ,
. Edmonton |2} nomic necessity, the Indigenous- ;
. led groups might have the opening ;-
1 they need. The pipeline’s proprietor ,
, is the government of Canada, and it’s
1 looking to sell.
,  For the past decade, opposition -
\ from environmentalists, Indigenous ,
\ groups, and some provincial gov-
| ernments has stymied virtually all
1 Canadian pipeline construction, -
forcing billions of dollars of heavy oil ;
produced in Alberta to be sold at b,
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I 1 a discount in the U.S. rather than being loaded on 1

tankers bound for more profitable markets in Asia.

Among the threatened projects was a plan to boost
Trans Mountain’s capacity from 300,000 barrels a day
to almost 900,000—a badly needed spark for Alberta’s
economy. So in 2018 the government of Prime Minister
Justin Trudeau bought the pipeline to make sure the
expansion was completed. Now, with the project almost
done, his government must decide what to do with it.
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government gets the sale right, it could set a precedent
for sharing resource wealth with Indigenous people else-
where in Canada and around the world. Get it wrong,
Jamieson says, and “it’s just going to make things worse.”
N of the Trans Mountain pipeline is Indigenous.

Project Reconciliation’s co-founder and pri-
mary funder, Steve Mason, is a banker turned oilman

ot everyone pushing for Indigenous ownership

A sale to Indigenous
people could be
the most politically
expedient exit.
Canada is in the
midst of a reckon-
ing with its colonial
past. Last year the
bodies of more than
200 Indigenous chil-
dren were found
on the grounds of
one of the 139 resi-
dential schools the
government ran,
often with Christian
churches, until the

from Toronto. He moved to Alberta in 1978 and

chasing fortune in the gas fields of Tanzania and 1

Petroleum Club and can reliably expect the city’s
top bankers and executives to return his calls.

Mason says Project Reconciliation originated
with a 2016 phone call he got from Delbert Wapass,
then chief of Thunderchild First Nation in neigh-
boring Saskatchewan. A pipeline had spilled oil on
Thunderchild land, and Wapass wanted Mason’s
advice on what to do. The two men had previ-
ously teamed up to drill some oil wells on the
reserve, and Mason considers the chief “a friend
and brother.” He advised Wapass to give the pipe-
line operator the access it needed to clean up the

. late 1990s as part of a policy of forced assimilation.

More gravesites have been discovered since. The leg-

acy of racist policies—of which forced schooling and *:

the family separation it entailed were only two—has left
many Indigenous people mired in poverty, and Trans
Mountain represents a chance to give some communi-

ties a cut of the resource wealth that’s made Canada !

rich. It could also help to neutralize what looks ever
more like a political problem for Trudeau, as the cost
of finishing the pipeline continues to soar, from an esti-
mated C$5.4 billion at the outset to C$21.4 billion and
counting. Last month, as the latest cost increase was
revealed, the government announced it would release
a plan to facilitate Indigenous people’s economic par-
ticipation in the project later this year, with divestment
kicking off after that.

Each of the prospective Indigenous buyers has its
own plans for financing the purchase, running the pipe-
line, and, crucially, deciding who should share in the
spoils. Appeasing these divergent interests in a way that
addresses egregious historical wrongs could prove even
harder than getting the pipeline finished. And that’s to
say nothing of climate change, which poses a larger
question as uncomfortable as it is inescapable: In a
world transitioning to clean energy, is an oil pipeline
even a sound long-term investment?

“I can really see this blowing up for the federal gov-
ernment,” says JoAnn Jamieson, a lawyer specializ-
ing in Indigenous law and an early advocate for First
Natlons ownershlp of energy pI‘OJeCtS If the Trudeau

spill-but not before it committed to making the nation
one of its vendors. “That status can take months, it
can take years,” Mason says. “By 6:30 in the morning,
[Thunderchild] had vendor status.” A situation that
could have forever poisoned the nation’s relationship
to the oil industry instead made them part of it.

By that time the idea of Indigenous ownership in
energy projects had been floating around for a while.
But its value began to dawn on the industry only after
environmental activists perceptively identified pipelines
as the energy supply chain’s most vulnerable point and
began campaigning against them, often in alliance with
Indigenous groups. In 2015, Jamieson and another lawyer,
William Laurin, presented a paper arguing that the best
way to limit what the industry dryly terms “above-ground
risks” was Indigenous ownership. As organized and well
funded as climate activists can be, the Indigenous peo-
ple living near energy infrastructure are far more dan-
gerous from a legal point of view, particularly in Canada.

That’s because over the past two decades, Canadian
courts have increasingly recognized that Indigenous peo-
ple still have rights on the wider territories they inhabited
before European settlement. Since 2004 a series of deci-
sions by the Supreme Court of Canada have established
that the government must consult with affected parties
when something might interfere with those rights. This
has given Indigenous groups broad standing to delay or
stop projects. Jamieson and Laurin argued that the best

Mozambique. He now lunches at the Calgary !}
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' | has been wildcatting his way around the energy
industry ever since. He spent much of the aughts -
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way for companies to fulfill their legal duty and head off §

such opposition was to give Indlgenous people equlty
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stakes That way they’d have a seat at the boardroom
table, where they could help manage ecological risks and
take a direct share of the profits.

The idea gained momentum across the back half of
the 2010s, as the alliance between climate activists and
Indigenous people came to look like an existential threat
to oil sands operators in northern Alberta. Indigenous
people were some of the most effective activists and
spokespeople during the cross-border battle that stopped
the Keystone XL pipeline from being built between
Alberta and Nebraska. And the world took notice when
people from the Sioux Nation and their allies protesting
the Dakota Access pipeline in North Dakota were pepper-
sprayed and attacked by dogs.

As for Trans Mountain, environmentalists and First
Nations in British Columbia helped pressure that prov-
ince’s left-leaning government into trying to block work
on the pipeline’s expansion in its territory. This was the
crisis that prompted Canada to buy Trans Mountain
in 2018. By then, Alberta’s energy industry was in a
panic. Lacking pipeline infrastructure, it was selling
heavy crude at a record discount—less than $30 a bar-
rel, compared with the benchmark U.S. price of $71.
Oil sands projects were being shelved, unemployment
was high, and office towers in downtown Calgary were

EQUALITY

.................

..................

------------------

| based on prox1m1ty to the plpehne s route, arguing that

1 only those closest should benefit because their lands

are most at risk from spills. It’s agreed to share Trans

1 Mountain 50-50 with an operating partner, Pembina
1 Pipeline Corp.

I Another bidder, Nesika Services, has set itself up as a

nonprofit so it can maximize distributions to Indigenous
owners, who it says should include all 129 groups the

[

1

‘1 federal government is currently consulting. Nesika is
I

looking to arrange a purchase of the entire pipeline
on behalf of Indigenous communities, arguing that
they’re perfectly capable of running the show. “We
don’t know everything, but we know how to create a
team. We know how to hire professionals,” says Tony
Alexis, Nesika’s co-founder and the chief of the Alexis
Nakota Sioux Nation, which already has an energy-ser-

.1 vices company that it’s built into a reliable revenue

source. John Jurrius, the Texan chief executive officer

seeking to arrange financing for Trans Mountain bids,
says the money for full Indigenous ownership is there,
because investors are hungry to back anything that

: of Indigena Capital, a Calgary-based private equity firm
|
|

11 advances social justice.
.1 Yet another bidder, Natural Law Enterprises,
! is basing its pitch on traditional Indigenous mod-

emptying out.

At a lunch shortly after Canada
bought Trans Mountain, an energy
executive who’d been involved
in the Thunderchild partnership
asked Mason if he and Wapass
could pull off something similar
with the pipeline. The two started
making calls, and soon they came

“We know how to
create a tean.
We know how to hire

profess1ona1s”

a say. We don’t just
develop by ourselves,”
says Travis Meguinis,
CEO of Natural Law. b

els of consensus-driven , 4
decision-making. “We’d -
like everybody to have 1_}

- -,

up with a way for Indigenous
groups to finance the acquisition of a 51% stake. They
began pitching their plan everywhere they could, from
TV news programs to conference centers to First Nations
council halls.

Although the idea of Indigenous ownership found
plenty of support, some asked why a White guy and a
chief based hundreds of miles east of Edmonton were
best positioned to lead the way. Soon the field was
crowded with rival bidders offering different visions for
the purchase and stewardship of the pipeline. But with
sensitive questions of historical wrongs and identity at
stake, along with hundreds of millions of dollars, it wasn’t
long before the energy industry’s solution to its political
problem had become heatedly political itself.

F best way for Indigenous people to buy and run
Trans Mountain has played out in the market.
Different bidders have emerged to champion different

ideas. One, the Western Indigenous Pipeline Group,
has advocated a relatlvely narrow ownershlp syndlcate

or the past two years, the argument about the

................
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| -1 “We are domg thlngs together and collectlvely, not
I just unilaterally.”

The growing competition has caused Project
; Reconciliation to adjust its approach, raising its tar-
1 get stake to 100% and replacing Wapass with Morin as
I chairman to emphasize local stakeholders. Morin says
he agreed to join the group, and the Enoch Cree chose to

coming up with the billions of dollars needed to buy the

pipeline. Canada’s Indigenous people get much of their !:

revenue from the federal government. And they can’t
1 borrow large sums from the bond market as munici-
pal governments do because they have virtually no

I
: collateral—their reserves are held in trust by the fed-
I

eral government, and their direct tax revenue is paltry.
1  The Enoch Cree got around this for the casino by
I promising lenders a share of their profits. Project

I Reconciliation is planning to do more or less the same
thing. Energy companies signed contracts for Trans

I
-4 Mountain’s expanded capacity before the first shovel
I

hit the ground, and Project Reconciliation’s plan
I involves borrowing against the projected revenue.
After paying interest, some of the principal, and the
1 operating costs, they would distribute the remaining
money each year to the owners. And if there’s a prob-
lem paying off the debt down the line, the lenders
. would have a claim only to the pipeline, not to the

owners’ other assets, so Indigenous people would be

.................

_________________

................

no worse off than before.

£ Morin

.........

1 None of the other groups have been so precise about
I their plans, but assuming Canada isn’t willing to back-
stop the debt or hand the pipeline over for free, any
y serious bidder will probably have to follow a similar
1 financing model. For all the talk of historical rights,
I governance, and environmental protection, the win-
- ner will probably be whoever can come up with the

[
_; money. Only last month, the Trudeau government
I

reiterated that it expects to recoup its investment and

1 ness. Trans Mountain’s opponents

-4

-

potentlally to make areturn when it
divests. How profitable the pipeline
is after that depends on how long
fossil fuels remain a viable busi-

are working to close that window as
fast as they can.

Kanahus Manuel lives in a one-
room cabin in a snowy valley in the
interior of British Columbia. Her
home, like the five around it, sits
on a trailer so it can be towed and
set down wherever crews are work-
ing on the Trans Mountain expan-
sion. Manuel is a member of the
Secwepemc (“sekh-WEP-emkh”)
people, whose traditional territory
lies in British Columbia’s interior,
directly on the pipeline’s route.
The mobile cabins were conceived
to remind the project’s support-
ers, including the elected chiefs
and councils of several Secwepemc
bands, that not all of the area’s first
inhabitants have consented to the
pipeline traversing their land.

Manuel and her fellow activists
aren’t limiting themselves to sym-
bolic actions. With legal routes
to halting the pipeline expansion
exhausted, they’ve begun pressure
campaigns against the insurance
companies needed to underwrite
Trans Mountain’s operations. One

major insurer, Chubb Ltd., has said
it will no longer cover oil sands projects, and ZUI‘ICh
Insurance Group AG has dropped coverage of the
pipeline. In 2021 its operator, Trans Mountain Corp.,

acknowledged seeing “significantly higher cost” after j---------

the pool of potential insurers shrank.

The pipeline’s overall financial picture is also
already less rosy than it once was. In February, as the
latest cost overrun was disclosed, the federal govern-
ment said it wouldn’t spend any more public money on
the expansion, meaning Trans Mountain Corp. would
have to make up the shortfall with borrowing. The
operator has said that could mean its customers will
bear as much as 25% of the cost increase.

Nevertheless, two of the pipeline’s major clients,
Suncor Energy Inc. and Cenovus Energy Inc., have
issued statements saying they remain committed, and
the government of Canada continues to stand behind
the project’s long-term viability. The basic argument is
that even as the world transitions to renewable energy
sources, it will need to keep burning oil for the fore-
seeable future. The government’s energy regulator
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predicts that demand for Canadian oil won’t peak until
2032, when it will hit 5.8 million barrels a day. By 2050
the figure will still be 4.8 million barrels a day. That oil
will need to get to market somehow, and if somebody’s
going to make money from it, the argument goes, it
might as well be Indigenous people.

Even so, the ballooning costs have sparked skepti-
cism. Merle Alexander, a lawyer in Vancouver who’s
represented Indigenous groups on both sides of the
Trans Mountain fight, says he’s concerned about
what will happen if oil demand disappears faster than
expected, right after Indigenous people have borrowed
heavily to take control of the pipeline. “Personally, I’'m
not convinced of the economic merits of the invest-

ment,” says Alexander, who’s the hereditary chief of the 5-

Kitasoo Xai’xai (kit-AH-soo hai-hai) Nation on BC’s cen-
tral coast. “It’s almost guaranteed it will have a dimin-
ishing return, the only question is on what timeline.”
Manuel voices similar concerns about Canada off-
loading a liability onto Indigenous people. She also says
she worries about the pipeline’s role in climate change
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and the ecological dangers of spills. But when she’s
asked on a video call to sum up the main reason she
opposes even an Indigenous-owned Trans Mountain
pipeline, she needs only three words: “It’s our land.”

A map of the Secwepemc traditional territory is
hanging behind Manuel on a wall in her little cabin.
For her, Trans Mountain’s progress through that terri-
tory is a violation of her nation’s sovereignty. She says
the elected band chiefs and councils who support it
have no legitimacy because they derive their author-
ity from the laws of Canada, a colonial government her
people, like other First Nations in British Columbia,
never signed a treaty with. If Canada wants consent
for Trans Mountain that Manuel views as meaningful,
it would have to come out of her people’s traditional
forms of consensus-driven governance, she says. Until
that happens, she doesn’t care who owns it.

“It doesn’t matter if brown businessmen purchase
this pipeline, we’ll continue to fight tooth and nail by
any means necessary to stop it,” Manuel says. “Those
brown faces are still violating our rights.” @
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Just One Th1

We asked experts: If you could enact a single policy or take
a single action to make the world more equitable, what would it be?

Ha11ma

! Begum, chief B

executive
officer,
Runnymede
Trust

Chr1sten
Brandt,
co-founder
and chief
programs
officer,
She’s the
First

Transgender acceptance |

Carrie
§ Davis, chief
community
officer,
the Trevor
Project

Reshma
Saujani,
author of

Pay Up: The
Future of
Women and
Work (and
Why It’s
Different
Than You

- BEGUM COURTESY RUNNYMEDE TRUST BRANDT COURTE‘.SY BR
SAUJANI ADRIAN KINLOCH | 1 H

Here’s what they said.

[ There are steps we could easily take to improve the parameters by Wthh we J

assess racial equity that could quickly lead to positive outcomes. This includes
making ethnicity pay gap reporting mandatory at workplaces employing more
than 250 staff. This really is the lowest of low-hanging fruit. Companies like

| Zurich Insurance have been diligently reporting the EPG within their organi- §

zations and taking the necessary steps to remedy the issue. We really com-

| mend them for that and hope that the U.K. government can follow. —O.K.-A. §

Almost every factor barring gl'rls from a quality education stems from poverty.

b To address that root cause, we need to invest in girls. Girls’ organizations 8

receive less than 2% of philanthropic funds. Women-led organizations in the

Global South have an average budget of less than $30,000 per year. Yet these §

are the organizations best positioned to support girls with school costs, life

§ skills training, and local mentors to advise them on challenges along the way.

We know, for example, that girls who learn about gender and power dynamics

[ as part of their sex education programming are five times less likely to become §

pregnant or to contract a sexually transmitted infection. —K.B.

Elected officials need to stop using transgender and nonbinary youth as
political pawns. In the meantime, you can help by supporting the trans-

¥ gender and nonbinary young people in your lives. Trans youth who have &

accepting adults in their lives are less likely to attempt suicide. Making
the world a better place for trans people must start in your home and in
your community. —K.B.

Hands down, I would ask companies to subsidize child care. For

} dual-income families, one parent is often basically just working to pay the §

babysitter, or they make less than the babysitter and it costs them money

| to work, so they quit. That parent is often a woman. For single parents,

which are three out of 10 American families, it’s not a choice, and child

| care can be almost half of their paycheck. Subsidizing child care can be §

as simple as helping parents get access to child care on Care.com; it can

I be about negotiating discounts at local child-care centers; it could be free @

or subsidized on-site child care. Most companies pay more for freezing
our eggs than for child-care subsidies, and it doesn’t make sense. —K.B.
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Let's partner to make passive investing personal.”

With investors increasingly asking about ESG, how can advisors help their R
clients save the planet while saving on taxes as well? We can work with you Eiﬁl@
to engineer a custom portfolio with precise ESG-focused market exposures -rh} } *‘é,’-'i]

and active tax management. . EE’E
Scan the code to learn why we've been named the leading direct indexing provider* E". o

©2022 Parametric Portfolio Associates® LLC

Investments are subject to risk. Contact your financial professional. > PA R A M E T R I C

NOT FDIC INSURED. OFFER NOT A BANK GUARANTEE. MAY LOSE VALUE. Custom to the core

NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY. NOT A DEPOSIT.

*Improving Client Experience: Customizing with Direct Indexing, Cerulli Associates research paper (sponsored by Parametric), August 2021.
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‘Some things you see coming.
Some things you don't.

The trick is to be ready

for anything.
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Pablo from Infrastructure Support is
working every day to keep essential
market data flowing. Seamlessly.
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