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A new coronavirus continued
to spread rapidly in China.
Several large cities were locked
down in Hubei province,
whose capital, Wuhan, is
where the virus broke out.
Streets emptied; people stayed
athome. However, Wuhan'’s
mayor said that sm people had
left the city before the quaran-
tine was imposed: some for
their usual Chinese New Year
trips, others to escape the
virus. Some airlines cancelled
flights to and from China.

Many countries, including
America, Britain and Japan,
took steps to evacuate their
citizens from China. Some
businesses scaled back or
closed their operations in the
country. Cases of Wuhan virus
have been detected outside
China. Human-to-human
transmissions were reported
in Germany, Japan, Vietnam
and Taiwan. Stockmarkets
shivered when it became clear
that the disease is spreading
rapidly; the s&Pp 500 had its
worst day since October.

India partially restored
internet access in the Kashmir
valley, where it has been
blocked since August. But the
authorities are only allowing
Kashmiris to visit 301 “white-
listed” websites. Social-media
services remain banned and
mobile-data speeds have
deliberately been reduced. The
government says the measures
are needed to impede
terrorism.

Authorities in Pakistan arrest-
ed Manzoor Pashteen, the head
of the Pushtun Protection
Movement, which has cam-
paigned for justice for victims
of military abuses. He has been
charged with sedition, among
other crimes. Several suppor-

ters protesting against his
detention were also arrested.

Bolton wonderers

Democrats pushed their case
for witnesses to give evidence
in the impeachment trial of
Donald Trump. They hoped to
callJohn Bolton, the presi-
dent’s former national security
adviser, who has claimed ina
forthcoming book that Mr
Trump explicitly withheld
military aid from Ukraine to
press its government to in-
vestigate Joe Biden and his son.
This claim is a central plank of
the case against Mr Trump,
which he denies.

Possibly to take his mind off
the impeachment trial, and
shore up his supportamong
ardent pro-lifers, Mr Trump
gave a speech atthe annual
March for Life anti-abortion
rally in Washington, the first
president to do so.

Inas-4 vote, the Supreme
Courtletstand a new
immigration rule that could
stop legal migrants from be-
coming permanent residents if
they use public-welfare pro-
grammes, such as food stamps.

Up the garden path

Donald Trump’s peace plan for
Israel and the Palestinians
gave Israel most of what it
wanted, such as a green light to
annex occupied lands in the
West Bank straight away. The
Palestinians got conditional
promises of somethinglike a
state and billions of dollars in
investment at some pointin
the future. They instantly
rejected the deal.

The American embassy in
Baghdad was struck by three
rockets, wounding three peo-
ple. America has blamed Iran
and its proxies for an increase
in attacks on American forces
and facilities in Iraq.

Heavy fighting broke outin
Libya between forces loyal to
the uN-backed government,
which is supported by Turkey,
and soldiers under the com-
mand of Khalifa Haftar, who is

supported by Russia, Egyptand
the United Arab Emirates.
Despite an arms embargo,
weapons are pouring in.

The biggest infestation of
locusts for at least 25 years
wrought havoc on east Africa.
Heavy rains last year created
ideal conditions for the pests.
An adultlocust can eatits own
weight each day.

Never forget

Holocaust survivors and inter-
national leaders gathered at
the former Auschwitz death
camp in Poland to mark the
75th anniversary of its libera-
tion by Allied troops, amid
calls to fight resurgent anti-
Semitism. The presidents of
Israel and Poland led the com-
memoration. About 1.1m peo-
ple, mostly Jews, were mur-
dered at Auschwitz-Birkenau,
the Nazis’ biggest death camp.

Regional elections in Italy
were a setback for Matteo
Salvini, leader of the populist
Northern League. He had
hoped to win a big victory in
Emilia-Romagna, but did not.

The German cabinet agreed to
cut the country’s greenhouse-
gas emissions to 55% of their
level in1990 by 2030. The plan
aims to end reliance on coal by
2038. However, it undermines
its own objectives by also
shutting all nuclear plants by
2022. Coalmining regions are
to get some€40bn ($44bn) in
compensation. The nationalist
Alternative for Germany party
(AfD) had been making elector-
al gains in such places.

Britain prepared to leave the
European Union on January
31st, after the European Parlia-
ment signed off Boris John-

son’s Brexit deal. It has taken
three years of political in-
stability (and three prime
ministers) to move Britain into
atransition period with the EU
so that the details of separation
can be finalised. The focus now
shifts to a trade deal, but there
are clear disagreements, over
regulation for example, that
are unlikely to be resolved
within just u months.

The Labour Party in Britain
haslearned little from its
drubbing in December’s elec-
tion, its worst result since 1935.
The party’s ruling committee
absolved Jeremy Corbyn, its
leader, of any blame. Labour
MPs on the campaign trail, and
post-election polls, found that
Mr Corbyn was by far the main
reason voters were turned off
by the party.

Not such a popular force

The largest party in Peru’s
congress lost most of its seats
in an election. Popular Force, a
centre-right party led by Keiko
Fujimori, the daughter ofa
jailed former president, won
just 7% of the vote. This boost-
ed the current president, Mar-
tin Vizcarra, who dissolved
congress in September because
it failed to enact anti-corrup-
tion reforms. Ms Fujimori
returned tojailamid anin-
vestigation into allegations of
illegal campaign funding.

Jeanine Afiez, Bolivia’s interim
president, announced that she
would run for the presidency
in May. A conservative former
senator, she became president
after Evo Morales quit in No-
vember. Critics of Ms Afiez say
she should not run for office
while also, as interim presi-
dent, overseeing the election.

Conservationists spotted three
Bolivian Cochran frogs, the
first time they have been seen
in18years. The internal organs
of the vividly green frogs are
visible through theirabdo-
mens and they weigh less than
100 grams (3.5 ounces). They
were spotted in Carrasco Na-
tional Park near Cochabamba,
the site of a hydroelectricdam
thatis under construction.
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The problems mounted at
Boeing, as it more than dou-
bled the cost it expects to incur
from the grounding of the 737
MAX airliner, to $18.6bn. The
aerospace company reported a
netloss of $636m for 2019, its
firstannual loss in 22 years.
The amount of debt it holds is
ratcheting up. And itis cutting
production of the Dreamliner.
To capitall, Boeing took a
$410m charge in the fourth
quarter because its Starliner
unmanned spacecraft failed to
dock with the International
Space Station on its maiden
voyage.

By contrast, Apple reported
record quarterly sales and
profit figures. Revenue was up
by 9% in the last three months
of 2019 compared with the
same quarter a year earlier, to
$91.8bn. That generated a net
profitof $22.2bn. Sales of the
iPhone rebounded after several
quarters of moribund growth;
Appleis expected to release its
first 5G phones later this year.
The company’s share price
jumped, pushing its market
capitalisation above $1.4trn.

Along with many other compa-
nies, Apple warned about the
potential impact of the
coronavirus on its business. It
has mitigation plans to coun-
ter the loss of production from
its suppliers in Wuhan, the
centre of the virus, butis un-
certain aboutits supply from
elsewhere in China. Foxconn,
which assembles most of
Apple’s iPhones in China, saw
its share price plunge.

Jerome Powell, the chairman of
the Federal Reserve, said that
the spreading coronavirus
would probably cause “some
disruption” to the global econ-
omy, but that it was unclear

how far that would extend. The
Fed leftits benchmark interest
rate unchanged at a range of
between1.5% and 1.75%.

The Japanese government sent
astrong signal that it remains
committed to its programme of
quantitative-easing and nega-
tive interest rates by nominat-
ing Adachi Seiji to the policy
board of the Bank of Japan. Mr
Adachiisanardent reflation-
ist, who wants to ease mone-
tary policy even furtherin
order to achieve the central
bank’s 2% inflation target. But
as in other countries, the
financial industry is becoming
louder in pointing out the
drawbacks to its business of
long-term negative rates.

The quarterly pounder
McDonald’s said that like-for-
like sales rose by 5.9% last year,
the biggest suchjumpina
decade. The fast-food chain
has revamped its menu and
outlets, and has benefited from
being included on a growing
number of food-delivery apps.

Britain decided thatit would
notban “high-risk vendors”
from parts of its 5G network.
Despite the generic language,
the decision is mostly about
Huawei, which will thus be
able to continue supplying

equipment despite an intense
lobbying effort by American
officials to block the Chinese
firm on national-security
grounds. Half-recognising that
concern, Britain will monitor
Huawei’s equipment and bar it
from parts of the network
deemed critical for security or
safety. Elsewhere its market
share will be limited to 35%.

Facebook provided details of
Mark Zuckerberg’s “vision” to
overhaul the oversight of
content on the social-media
platform. A new independent
board will hear appeals from
users who have had content
taken down, for hate speech
say. If Facebook ignores the
board’s judgment it will have to
explain why. The cost of
spending more on privacy and
security were in part to blame
forasharprise in expenses in
Facebook’s quarterly report.
Revenues grew at the slowest
pace since it became a public
company in 2012.

Abullish earnings report from
Tesla delighted investors. The
electric-car maker made its
second consecutive quarterly
profit, even if, at $105m, it was
25% lower than in the same
quarter a year earlier. It also
raised its production guidance
and now expects to deliver
500,000 this year. The com-

pany’s share price has risen by
130% since October.

Renault appointed Luca de
Meo as its new chief executive,
its second since the fall of
Carlos Ghosn in November
2018. Until recently Mr de Meo
used to run SEAT, a Spanish
carmaker owned by Volks-
wagen. He starts his job at
Renaultin July.

Northern Fail

In Britain it was announced
that Northern Rail, is to be
nationalised in March, follow-
ing two years of chaos for
passengers under the train
company’s current operator.
Coming soon after the bail-out
of Flybe, this is the new gov-
ernment’s second big interven-
tion in regional transport
infrastructure.

The share price of the company
that owns Victoria’s Secret
surged after it was reported
thatits chief executive might
step down and possibly sell the
lingerie retailer. Les Wexner
has run L Brands for 57 years
and is the longest-serving CEO
of any s&P 500 company. Last
year he faced embarrassing
questions over his link to
Jeffrey Epstein, a dead sex-
trafficker who managed Mr
Wexner’s financial assets.
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Into the unknown

Now that Britain is sailing in uncharted waters, Boris Johnson needs a lodestar. Liberalism offers one

oT MUCH will change at upm on January 31st. Some 50p
Npieces proclaiming “peace, prosperity and friendship with
all nations” will go into circulation to mark Britain’s departure
from the European Union, but people, goods and services will
continue to move freely between Britain and the EU, for the diffi-
cult business of making a deal on trade and migration has been
left to the transition period that lasts until the end of this year.

Yet leaving the EU is a huge moment. Britain will be quitting
the institutional structure that governs Europe’s single market,
which will necessarily imply more friction in its trade relations
with a club that takes almost half its exports. Britons will lose the
automatic right they now have to live and work across the EU.
Brexit has also administered a shock to the country. The nation
has argued long and bitterly over the issue, and its ruling elite
has suffered a blow. The unarguable outcome is the most power-
ful government in a generation, under Boris Johnson. Much now
depends on how he responds.

The Economist did not advocate this outcome. Most of the
changes that Mr Johnson’s government favours could have been
accomplished without leaving the EU. System-wide shocks are
usually a costly way to bring about change. Yet now that Brexit is
definitely happening, the country should make the most of the
chance to recalibrate the economy and reset its priorities.

The last couple of times Britain pressed the
reset button, in 1945 and 1979, the programmes
that it put into place to create the welfare state
and replace socialism with Thatcherism had
been long-planned. This time is different. Mr
Johnson was focused entirely on leaving the EU
and is now being buffeted by the storms that
brew up swiftly in the affairs of state: he had to
decide this week whether to bow to American
demands that Britain keep Huawei, a Chinese company, out of its
mobile-phone network (he did not), and must shortly make a call
on whether a high-speed rail project to link the north of England
to the south (Hs2) should go ahead (it should).

Mr Johnson grasps the excitement of the moment, but so far
he has shown himself no more than a brilliant opportunist. If his
premiership is to leave its mark, it needs to be founded on a stra-
tegic vision, not tactical campaigning.

That vision should be based on liberalism. The belief in free-
dom as the underpinning of civilisation, in the state as the ser-
vant of the individual rather than vice versa, and in the open ex-
change of goods, services and opinions, arose in Britain. It fits
naturally with a national character which suspects authorityand
tends towards pragmatism rather than idealism. It underpinned
the country’s progress in the 19th and 2oth centuries and spread
to become the world’s dominant political philosophy. But it is
now under threat, not least in Britain.

Brexit was born in part of the instincts to throw up barriers
against the world. But within it was an ultra-liberal strand,
which regarded the EU as too statist and parochial. Mr Johnson
needs to unite the liberals and to persuade sceptics that a system
based on free markets and free trade can work for them, too.

Abroad, liberalism means using Britain’s still-considerable

muscle in the service of free trade and individual rights, whether
in backing the World Trade Organisation or holding China to ac-
count for abuses in Xinjiang. Mr Johnson’s decision that the
country should use Huawei’s equipment was, thus, right: liberal-
ism means not going along with President Donald Trump’s at-
tempts to drive China out of global technology supply chains.

Liberalism may also on occasion mean diverging from how
the EU regulates business. In many areas, like manufacturing or
food safety, following standards set in Brussels may be sensible
even after Brexit, not least because the EU market is so valuable.
In others it may be a bad idea to accept the EU’s rules. In financial
services, competing EU financial centres may seek to use regula-
tion to handicap the City. In science and technology, Britain’s in-
stinctive approach to regulation, which tends to be principles-
based rather than relying on precaution, may be better suited to
fostering innovation than the EU’s.

At home, liberalism means making the system open to all
comers. Beneath the Brexit vote lay discontent that sprang from
the sense that an economic system which pretends to be open is
actually based on cronyism, run by and for a glossy, overpaid
London-based elite impenetrable to those who are poor, provin-
cial and without a foot on the property ladder.

Mr Johnson’s mantra is “levelling up” by boosting growth in
the regions. He should be talking about “open-
ing up” to give everybody the opportunity to
share in prosperity. That means encouraging so-
cial mobility by spending more money on chil-
dren’s early years, allowing the construction of
more houses so that younger people can have
decent homes, running an energetic competi-
tion policy to keep incumbents on their toes and
building roads and railways in areas that have
been short-changed. Hs2 should be part of that: although its esti-
mated costs keep rocketing, the gains from boosting rail capacity
and speed across Britain will outweigh them.

Neither should the agenda be purely economic. Self-determi-
nation is central to liberalism, but over the past 150 years, power
has slowly leached away from the English regions to Westmin-
ster. Scotland and Wales were given considerable autonomy in
1999, but England is highly centralised. Brexit was England’s re-
venge on Westminster (see Bagehot) for giving special privileges
to Scotland and Wales but ignoring the regions; and the conse-
quence may yet be the break-up of the union. But whatever the
fate of the union, a liberal government needs to decentralise
power, not just because decisions are best made as close to the
action as possible, but also because people need to feel they have
power over their own destiny.

Britain’s future is full of uncertainty. No longer part of one of
the great global blocs, ithas to find a new role in the world. Pulled
apart by the tensions within the union, its nations need to find a
new accommodation. Shaken by the bitter arguments over
Brexit, it has to mend its frayed social contract. The difficulties
should notbe underestimated. But when Britain previously reset
its course, in 1945 and 1979, the choices it made helped reshape
the world. It should aim to do that again. m
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Coronavirus

How bad will it get?

The coronavirus is likely to become a pandemic. That need not be as catastrophic as it sounds

WO THINGS explain why a new infectious disease is so alarm-
Ting. One is that, at first, it spreads exponentially. As tens of
cases become hundreds and hundreds become thousands, the
mathematics run away with you, conjuring speculation about a
health-care collapse, social and economic upheaval and a deadly
pandemic. The other is profound uncertainty. Sparse data and
conflicting reports mean that scientists cannot rule out the
worst case—and that lets bad information thrive.

So it is with a new coronavirus, known as 2019-ncov, which
has struck in China. The number of reported cases grew from 282
on January 20th to almost 7,800 just nine days later. In that time
four reported cases outside mainland China have multiplied to
105 in 19 territories. Doubt clouds fundamental properties of the
disease, including how it is passed on and what share of infected
people die. Amid the uncertainty, a simulation of a coronavirus
outbreak by Johns Hopkins University in October, in which 65m
people lost their lives, was put about as a prediction. It is not.

Those are the right questions, though: will the new virus be-
come a global disease? And how deadly will it be? A definite an-
swer is weeks or months away, but public-health authorities
have to plan today. The best guess is that the disease has taken
hold in China (see China section) and there is a high risk that it
spreads around the world—it may even become a recurrent sea-
sonal infection. It may turn out to be no more le-
thal than seasonal influenza, but that would still
count as serious (see International section). In
the short term that would hit the world economy
and, depending on how the outbreak is handled,
it could also have political effects in China.

The outbreak began in December. The repeat-
ed mingling of people and animals in China
means that viral mutations that infect humans
are likely to arise there; and mass migration to cities means that
they are likely to spread between people. This virus probably
originated in bats and passed through mammals, such as palm
civets or ferret badgers, ending up in Wuhan’s wet market, where
wild animals were on sale. Symptoms resemble flu, but can in-
clude pneumonia, which may be fatal. About 20% of reported
cases are severe, and need hospital care; about 2% of them have
been fatal. As yet, there is no vaccine or antiviral treatment.

The greatest uncertainty is how many cases have gone unre-
corded. Primary health care is rudimentary in China and some of
the ill either avoided or were turned away from busy hospitals.
Many more may have such mild symptoms that they do not real-
ise they have the disease. Modelling by academics in Hong Kong
suggests that, as of January 25th, tens of thousands of people
have already been infected and that the epidemic will peak in a
few months’ time. If so, the virus is more widespread than
thought, and hence will be harder to contain within China. But it
will also prove less lethal, because the number of deaths should
be measured against a much larger base of infections. As with
flu, a lot of people could die nonetheless. In 2017-18 a bad flu sea-
son saw symptoms in 45m Americans, and 61,000 deaths.

Scientists have started work on vaccines and on treatments to
make infections less severe. These are six to 12 months away, so

the world must fall back on public-health measures. In China
that has led to the biggest quarantine in history, as Wuhan and
the rest of Hubei province have been sealed off. The impact of
such draconian measures has rippled throughout China. The
spring holiday has been extended, keeping schools and busi-
nesses closed. The economy is running on the home-delivery of
food and goods.

Many experts praise China’s efforts. Certainly, its scientists
have coped better with the Wuhan virus than they did with SARS
in 2003, rapidly detecting it, sequencing its genome, licensing
diagnostickitsand informing international bodies. China’s poli-
ticians come off less well. They left alone the cramped markets
filled with wild animals that spawned SARS. With the new virus,
local officials in Wuhan first played down the science and then,
when the disease had taken hold, enacted the draconian quaran-
tine fully eight hours after announcing it, allowing perhaps 1m
potentially infectious people to leave the city first.

That may have undermined a measure which is taking a sub-
stantial toll. China’s growth in the first quarter could fall to as lit-
tle as 2%, from 6% before the outbreak. As China accounts for al-
most a fifth of world output, there will probably be a noticeable
dent on global growth. Though the economy will bounce back
when the virus fades, the reputation of the Communist Party and
even of Xi Jinping may be more lastingly affect-
ed (see Chaguan). The party claims that, armed
with science, it is more efficient at governing
than democracies. The heavy-handed failure to
contain the virus suggests otherwise.

Outside China such quarantines are un-
thinkable. The medical and economic cost will
depend on governments slowing the disease’s
spread. The way to do this is by isolating cases as
soon as they crop up and tracing and quarantining people that
victims have been in contact with—indeed, if the disease burns
out in China, that might yet stop the pandemic altogether. If, by
contrast, that proves inadequate, they could shut schools, dis-
courage travel and urge the cancellation of public events. Buying
time in this way has advantages even if it does not completely
stop the disease. Health-care systems would have a greater
chance to prepare for the onslaught, and to empty beds that are
now full of people with seasonal flu.

Despite all those efforts the epidemic could still be severe.
Some health systems, in Africa and the slums of Asia’s vast cities,
will not be able to isolate patients and trace contacts. Much de-
pends on whether people are infectious when their symptoms
are mild (or before they show any at all, as some reports suggest),
because such people are hard to spot. And also on whether the vi-
rus mutates to become more transmissible or lethal.

The world has never responded as rapidly to a disease as it has
to 2019-ncov. Even so, the virus may still do great harm. As hu-
mans encroach on new habitats, farm more animals, gather in
cities, travel and warm the planet, new diseases will become
more common. One estimate puts their cost at $6obn a year.
SARS, MERS, Nipah, Zika, Mexican swine flu: the fever from Wu-
han is the latest of a bad bunch. It will not be the last. m
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Donald Trump'’s peace plan

Dead on arrival

A one-sided deal highlights the need for new leadership on all sides

HE PROSPECT of peace between Israel and the Palestinians

has grown so dim, it is easy to forget that President Donald
Trump'’s efforts to end the conflict began with much promise.
The dealmaker-in-chief vowed to bring fresh thinking to the de-
cades-old feud. “As with any successful negotiation, both sides
will have to make compromises,” he told Binyamin Netanyahu,
Israel’s prime minister, in 2017. Mr Trump’s meeting with Mah-
moud Abbas, a few months later, ended with the Palestinian
president gushing: “With you we have hope.”

What followed, though, was neither bold thinking nor any
demand for sacrifices on both sides. Rather, Mr Trump showered
Mr Netanyahu, a fellow populist, with political gifts. He recog-
nised the disputed holy city of Jerusalem as Isra-
el’s capital. His State Department declared that
Israeli settlements in the West Bank are lawful.
(Few legal scholars agree.) Mr Trump cut aid to
the Palestinians, even for health and education,
and closed their diplomatic mission in Wash-
ington. All this delighted his pro-Israel suppor-
ters back home, but enraged Palestinians.

Such is the context for Mr Trump’s unveiling
of his long-awaited peace plan with Mr Netanyahu on January
28th (see Middle East & Africa section). It will not bring peace.
But it may spell the end of the two-state solution—the idea thata
Palestinian state and a Jewish one might agree to co-exist.

At a different time, under a different president, the proposal
might have been the starting-point for more talks. Not an even-
handed starting-point, mind. The plan favours Israeli hardliners
as no previous American plan has done. It lets Israel formally an-
nex the settlements, hang on to the Jordan valley, maintain con-
trol of holy sites and reject Palestinian refugees. For the Palestin-
ians, there are conditional promises of something like a state at
some pointin the future, with a capital on the outskirts of Jerusa-

lem, plus billions of dollars of investment and an Israeli promise
to freeze some settlement-building. If they negotiate, they might
get a better deal, suggests the Trump administration.

The Palestinians do not believe it. If Mr Trump were serious
about peacemaking, why did he try to woo only one side? No Pal-
estinian leader could have accepted the deal, let alone one as
weak as Mr Abbas. Mr Trump did not even invite him to the un-
veiling, which anyway seemed designed to distract Americans
from impeachment (see Lexington), and Israelis from corrup-
tion charges against Mr Netanyahu. The prime minister appears
eager to end the Palestinian dream of statehood. He has already
asked his cabinet to vote on annexing parts of the West Bank, and
is whipping up hawkish voters ahead of a tough
election on March 2nd.

Should Mr Netanyahu win another term, he
will undoubtedly move ahead with annexation.
His main challenger, Benny Gantz, will face
pressure to do the same if he is victorious. Far
from easing the conflict, Mr Trump has pushed
it down a perilous path. He has given Israel a
green light to take so much territory that a co-
herent Palestinian state is all butimpossible. And he offers no vi-
able alternative to the two-state solution. That may soon leave
Israel with a choice: give the Palestinians equal rights and watch
as they multiply and outvote Jews, or treat them as second-class
citizens and formally become an apartheid state.

The best that can be said of the Trump plan is that it acknowl-
edges the Oslo peace process is moribund and a new approach is
needed. But a successful peace deal means not only discarding
what has not worked, but also coming up with what will: a plan
that demands concessions from both sides as well as fair-mind-
ed leaders to implement it. This is not that plan. And Mr Trump,
Mr Netanyahu and Mr Abbas are not those leaders. m

Goldman Sachs

How the mighty have fallen

Goldman Sachs’s desire for a new identity captures the changes in global banking

I N ITS PRIME Goldman Sachs was exceptional. Fifteen years ago,
just before the global financial crisis, the bank easily outshone
its Wall Street rivals—winning the most lucrative deals and mak-
ing the most profitable trades. It printed money, both for share-
holders and employees. Although the crisis imperilled the firm
along with the rest of the banking industry, it navigated the cha-
os relatively well. Success allowed it to be haughty—while other
banks engaged in the grubby game of sucking up to investors,
Goldman remained secretive and enigmatic.

How times have changed. This week the firm held its first in-
vestor day, led by David Solomon, who took over as chief execu-
tive last year. It comes after a long period of underperformance.
A dollar invested in Goldman in 2010 would be worth just $1.60

today. A dollar wagered on the s&P 500 would be worth $3.60, and
on JPMorgan Chase, $4.10. Goldman has become a laggard.

Its predicament reflects two big changes in Western banking.
One is the declining profitability of capital-markets activity, in
large part the result of tighter rules, including higher capital re-
quirements for riskier activity, penalties on lenders that rely on
debt markets to fund themselves and tighter compliance re-
gimes. The second is the rising importance of technology in the
industry, as consumers and corporate borrowers shift to digital
banking. This appears to give an immediate advantage to very
large lenders that can support huge 1T budgets, and to big tech
platform firms that have vast numbers of customers who can be
sold financial products, as is already the case in much of Asia.
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Goldman has been on the wrong side of these trends. Consid-
er its performance relative to JPMorgan Chase, a giant full-ser-
vice firm. Goldman is still wrestling with past compliance mis-
takes—itis expected to pay billions of dollars in penalties for the
1MDB scandal in Malaysia. Its funding costs are higher than
JPMorgan Chase’s (1.95% compared with 1.25% in 2018). Its ratio
of expenses to revenues is worse. Not surprisingly, its return on
tangible equity, a measure of profitability, was just 1% in 2019,
compared with 19% for its rival. For Goldman'’s shareholders the
only consolation is that it has done better than Europe’s flailing
banks—in the most recently reported quarter Barclays managed
10%, Credit Suisse 9%, and Deutsche Bank made aloss.

Mr Solomon’s new plan is, in part, to become more like
JPMorgan Chase, with a broader range of services and funding.
Goldman wants to expand Marcus, its fast-growing consumer
arm, and also to build out its transaction-banking division that
ships money around the world for companies. It plans to attract
more deposits, which are typically the cheapest way to fund a

The Economist February 1st 2020

bank. It has hired an army of tech experts. All this, Goldman
hopes, will raise its return on tangible equity to 14%.

Goldman says it recognises the need for fundamental reform.
It boasts of transforming its macho culture with a more diverse
intake of recruits. But you can question how much it has really
changed. It continues to allocate half its capital to its once-
famed trading operation, despite its drab returns. And it still
spends a lavish $12bn a year on rewarding its staff, even as the
firm earned only $8bn for its shareholders in 2019. So far inves-
tors remain sceptical, with its shares priced at their book value.

If Goldman’s reinvention fails it may ultimately have to do a
deal. Uniting Wells Fargo and Goldman, for example, would
create something more like JPMorgan Chase (and with a similar-
sized balance-sheet). In America regulators and some politi-
cians are sceptical about bigger banks. In Europe, where the in-
dustry is more desperate, the mood has already changed, with
matchmaking now encouraged. At least Goldman’s mergers-
and-acquisitions advisers will be in on any action. |

Puberty blockers

Pill-pushers

Drugs offered to transgender children need to be used more cautiously

RISING NUMBER of girls wish to be boys and boys wish to be
Agirls and a rising number of them are taking drugs to block
puberty. In Britain cases of children being treated for gender dys-
phoria by the National Health Service remain rare, butin the past
decade they have climbed atarate of 50% year on year (see chart).
In America the number of gender clinics treating children has
increased from just one in 2007 to perhaps 50 today.

This has bothered lawmakers. In America several states want
to ban giving puberty-blocking drugs to children (see United
States section). In Britain the high court is considering the judi-
cial review of a clinic which complainants believe has been
handing out puberty blockers too freely (see Britain section).

The use of such drugs raises thorny questions about who de-
cideswhatcan happentoachild’sbodyand why.
Put aside the culture wars, if you can. This de-
bate should be settled in the interests of the
child. Yet those can be very hard to discern.

Puberty blockers prevent adolescents from
developing secondary sexual characteristics
like breasts or a beard. They almost always set
off a cascade of interventions that involve 2010 12 14
“cross-sex” hormones and later may also in-
clude gender-reassignment surgery. The main purpose of puber-
ty blockers is to bring comfort to people with gender dysphoria,
by sparing them the experience of, say, becoming more like a
woman if they are a girl who wishes to be a boy. They also make
most future surgery less severe.

However, the combination of puberty blockers and cross-sex
hormones also leads to irreversible changes which, if they start
early in puberty, include sterility. About a dozen studies of gen-
der-dysphoric children who did not take puberty blockers have
found that most of them, if supported by counselling, are happy
with their sex once they emerge from puberty. The share often
cited is 85% and many of them turn out to be gay. One sign that
something is wrong is that more people are “detransitioning”—

Gender-identity clinic referrals
Britain, under-18s, years ending March

16 18 19

re-identifying with their biological sex. Most of them are girls
who wanted to be boys when they were in their teens. If they took
puberty blockers and then cross-sex hormones early they would
be sterile for life, even if they did not have hysterectomies.

As of now, there is no way to distinguish the 15% or so of chil-
dren who will transition successfully from the 85% who might
have been happy with the gender of their birth if they had re-
ceived counselling alone. Some claim that withholding puberty
blockers adds to the burden on vulnerable children with gender-
dysphoria and may lead to higher rates of suicide.

Choosing whom to treat is a judgment of Solomon. The deci-
sion to intervene is made harder by a reckless disregard for data.
The academic studies purporting to show the higher suicide risk
among trans children are unconvincing. Clinics
do not publish enough studies on the effects of
various treatments on their patients. Too little
research compares children who have had treat-
ment with those who have not. The field needs a
1000  better understanding of the long-term effects of

o  puberty blockers and cross-sex hormones. Ev-
ery child who is treated should be enrolled in a
long-term follow-up study.

This should be with theirinformed consent. Butso should the
treatment itself. Today children and parents are not always fully
informed about the potentially grave consequences of starting
on puberty blockers. Their effects are often described as largely
reversible—and the effects of cross-sex hormones that are al-
most always taken with them are not.

To ban puberty blockers in all circumstances would be unjus-
tified. Not only would it be harsh on some children, but it would
also leave the issue permanently obscured for lack of new re-
search. However, today’s rush into treatment smacks of a fad.
Many adolescents feel unhappy with the way they were made.
Transitioning will be solace for some. But for others it will be a
dreadful mistake. m
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The origins of one nation
Regarding Bagehot’s column in
the January 4th issue, Benja-
min Disraeli’s “one-nation”
conservatism was bornasa
convenient historical fiction.
Disraeli denoted a commit-
ment to healing a great social
divide in his novel, “Sybil: or
The Two Nations”. And in two
famous speeches in1872,
Disraeli spoke of “elevating the
condition of the people”. But it
was Stanley Baldwin in1924
who first used the famous
phrase when he told the
Conservative Party that “we
stand for the union of those
two nations of which Disraeli
spoke...union amongour own
people to make one nation.”
During the next five years,
Neville Chamberlain, the most
remarkable social reformer the
Tories have ever had, gave
substance to Baldwin’s vision.

Conservatives today would
be proclaiming proudly that
they were Baldwinian one-
nation Tories if his reputation
had not been so gravely dam-
aged, very unfairly in my view,
by the belief after1939 that he
had not rearmed Britain in the
face of the Nazi menace. Noth-
ing more might have been
heard of one nation if a num-
ber of able, ambitious younger
Conservatives, including Iain
Macleod and Enoch Powell,
had notadopted it as the name
of a group they formed.

“One Nation” adorned a
pamphlet that excited the party
conference in1950. Tory
Central Office decided that this
badge of moderate conserva-
tism would be more effective if
a great name from the past
could be attached to it. Disrae-
li's speeches from 1872 were
now reprinted for the party
faithful, and were quoted
frequently by Tory leaders
from Anthony Eden on. There
has been a one-nation group of
MPs almost constantly since
then, formulating no more
than mildly controversial
policies to help counter “the
almost traditional anti-intel-
lectualism of the Tory party”, as
The Economist put it (“Class of
1950”, December 25th 1954).

If Boris Johnson now gives
real political substance to what

has become an overused catch-
phrase, he will be recreating
the Tories in the image of
“Honest Stan” Baldwin. But
will the ghost of Disraeli ever
belaid to rest?

ALISTAIR LEXDEN

House of Lords

London

Chinese chips

China’s shift from investing in
chip manufacturing to chip
design islongoverdue, butit
will take significant time to
plugits intellectual-property
gap (Technology Quarterly,
January 4th). Thatis the very
piece of the puzzle that creates
the most enabling value, with-
inachip and within the end
product. China still imports a
vast number of semiconduc-
tors, and import substitutes
have had an impact only at the
low end of the chip market and
for some smartphones. China
is still heavily reliant on chips
from America for its data cen-
tres, and chips from Japan and
Europe for cars. The intellectu-
al property within such chips
is highly patented. Even with
the wind at its back, it will take
China some time to develop
the requisite 1p and steer clear
of the patentlandmine. At the
same time, American and
British innovators will contin-
ue to advance the state of the
art. Itis the new great game.
WOZ AHMED

Chief strategy officer
Imagination Technologies
Kings Langley, Hertfordshire

Spinal trap

The personal and socioeco-
nomic costs of joint pain
(“Backs to the future”, January
18th) are very much greater if
you include the many millions
of people suffering chronic
knee and hip pain, which are
very similar to back pain and
similarly mismanaged by over
medicalisation. Yet effective,
low-cost, non-medical in-
terventions are available that
could easily be scaled up to
help people with joint pain live
better and do more. ESCAPE-
painisan evidence-based
programme that helps people
understand their problems and

how physical activity can help.
People who complete the
programme often go from
considering medication and
surgery as the only options, to
using lifestyle changes (losing
a bitof weight, being a little
more physically active) to
control their pain.

This move toward integrat-
ed health and social care
necessitates new ways of
covering its costs. Some leisure
companies charge a nominal
fee for the programme, ora
membership fee, or devise
additional classes and activ-
ities for people who want to
continue exercising after
completing the programme.
Some health-care commis-
sioners have given local leisure
firms contracts to provide
ESCAPE-pain away from hospi-
tals. This avoids unnecessary
primary-and secondary-care
consultations, thereby saving
precious resources.
PROFESSOR MIKE HURLEY
Centre for Applied Health and
Social Care Research
St George’s, University of
London

As arecently retired doctor I
agree that the overuse of
opiates in particular has given
many patients living with
persistent pain the additional
problem of opiate dependency,
without relieving their symp-
toms. Harm from the overuse
of imaging, particularly MR1,
has its own acronym, VOMIT:
Victim Of Medical Imaging
Technology.

DOUGLAS SALMON
Birmingham

A corporate legacy

The 737 MAX fiasco (Schumpe-
ter, January uth) was the ulti-
mate result of running Boeing
like a hard-nosed business
rather than a great engineering
firm. This was not its first
blunder. When Airbus won the
contract for the American air
force’s aerial tankers, Boeing
cried foul instead of sharp-
ening its pencils for next time,
got the contract reopened and
wonitin2omu. Ithasbeena
disaster, well over budget and
still not ready for full produc-
tion (the Airbus tanker has

beenin service since 20m).

And it was Boeing that
started the spat with Airbus
over subsidies. After the wto
makes a ruling this year both
companies will lose out on
sales, which will hurt Boeing
more than Airbus because
Boeing sells more to the EU
than vice versa, and Airbus has
an American assembly plant to
getaround some of the duties.

In 2016, Boeing became
alarmed that Bombardier’s C
Series aircraft had won a con-
tract from Delta, and fought to
kill it off through tariffs. Bom-
bardier, a Canadian aircraft-
maker, sold a majority stake in
the C Series to Airbus, which
converted it into the successful
A220. Because of Boeing's
behaviour, the Canadian gov-
ernment cancelled a contract
for Boeing fighter jets.

Will Boeing’s culture
change under David Calhoun?
The signs are not encouraging.
Boeing offered the victims of
the 737 MAX crashes $5om in
total compensation. Dennis
Muilenburg, Mr Calhoun’s
predecessor, gota $6om
payout. Nota good start to
repairing Boeing’s reputation.
GRAEME SHELFORD
Thetis Island, Canada

Horrible history

I commend your article on the
importance of culture in defin-
ing what is disgusting (“Over-
coming the yuck factor”,
January uth). Readers interest-
ed in the subject should turn to
William Ian Miller’s superb
book, “The Anatomy of
Disgust”, published in1997. Mr
Miller provides such trenchant
insights as “vomit may be more
disgusting than faeces (only
faeces is playing by the rules)”,
and that “even in the Middle
Ages, with its presumably high
thresholds of disgust...one
simply did notdrink pus.”
JOHN HANSON

Cambridge, Massachusetts

Letters are welcome and should be
addressed to the Editor at

The Economist, The Adelphi Building,
1-11John Adam Street, London wc2N 6HT
Email: letters@economist.com

More letters are available at:
Economist.com/letters
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Ministero

per i beni e le
attivita culturali
e per il turismo

POSITION DESCRIPTION
DIRECTORS OF ITALIAN MUSEUMS

Background
On January 29, 2020, the Italian Ministry for Cultural Heritage and Activities and Tourism (MIBACT) issued an
international call for applications the post of Director for each of the 13 museums, archeological sites and

cultural institutions listed below:

1. Biblioteca e Complesso monumentale dei Girolamini (Napoli)

2. Galleria Borghese (Roma)

3. Galleria Nazionale delle Marche (Urbino)
4. Museo Archeologico Nazionale di Cagliari
5. Museo Nazionale d'Abruzzo (L'Aquila)

6. Museo Nazionale Romano (Roma)

The Position

7. Museo Nazionale di Matera
8. Palazzo Ducale di Mantova
9. Palazzo Reale di Napoli
10. Parco Archeologico di Ostia Antica (Roma)
11. Parco Archeologico di Sibari
12. Pinacoteca Nazionale di Bologna
13. Vittoriano e Palazzo Venezia (Roma)

The Directors will provide strategic leadership and management expertise for the abovementioned institutions.

They will lead the Administrative Board and the Scientific Committee of their respective institution.

Each Director will supervise (i) the institution's managerial, organizational and financial planning activities; (ii) all cultural
programs of the institution; (iii) all details of the institution's relations with visitors, local communities, national and international
stakeholders, as well as national and international peer institutions.

Application guidelines and further details are available at the following link: www.beniculturali.imuseitaliani

Deadline: 3 March 2020
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GLOBAL ENVIRONMENT FACILITY
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Chief Executive Officer and Chairperson (the ‘CEO’)
Global Environment Facility (‘GEF’)

The GEF, headquartered in Washington DC, is a multilateral financial
mechanism created on the eve of the 1992 Rio Earth Summit to provide grant
and concessional funds to recipient countries for projects and activities that
address a range of pressing environmental issues, including biodiversity,
climate change, land degradation, chemicals and waste, and marine and
freshwater resources. With 183 member countries, GEF has provided close to
$20 billion in grants and mobilised an additional $107 billion in co-financing for
more than 4,700 projects in 170 countries.

The CEO represents the GEF and its Council with a variety of partners
and stakeholders globally as it relates to economic development and the
environment and leads the interaction with different Secretariats of several
international environmental conventions. The CEO is accountable to the GEF
Council for the performance of the Secretariat. The ideal candidate will have
a strong work ethic, unquestionable integrity and the presence to establish
immediate credibility with a complex group of stakeholders. Bringing substantive
experience in multi-stakeholder leadership, he/she will have demonstrated
competency in planning and managing significant financial resources with
a passion for environmental and social issues in developing countries.
Fundraising experience and exposure to the work of the global environmental
conventions is a plus.

In the pursuit of excellence, GEF continually employs qualified
individuals with diverse backgrounds from around the globe and
therefore is an equal opportunity and inclusive employer and encourages
candidates with diverse backgrounds to apply. For details, please visit -
https://www.sri-executive.com/offer/?id=8610 and express your interest or
direct your enquiries to Ms. Apoorva Tyagi at GEF-CEO @sri-executive.com
on or before February 24th, 2020.

(ﬁ SRI Executive
\..:___/ !

Search . Siralegy

¢ @ & 4. UNFPA, the United Nations sexual and reproductive health agency
¢ @i ' .. Ensuring rights and choices for all

JOIN A NEW GENERATION OF LEADERSHIP

UNFPA, the United Nations sexual and reproductive health agency, works in partnership
with governments, the UN system, communities, NGOs, philanthropy and the private
sector to raise awareness and mobilize the support and resources needed to deliver a
world where every pregnancy is wanted, every childbirth is safe and every young person’s
potential is fulfilled. UNFPA is a field-based organization, operating in 155 countries and
territories and employs 4,500 personnel globally. UNFPA mobilizes more than $1 billion a
year for programmes that protect the health and rights of women and girls.

Our strategic plan focuses on three transformative results: to end preventable maternal
deaths; end unmet need for family planning and end gender-based violence and harmful
practices. We produce high-quality population data, which is critical to help end the
invisibility of those left furthest behind.

We are hiring

To lead our work in delivering on the 2030 Agenda for Sustainable Development,
UNFPA is recruiting for the position of Deputy Executive Director (Management) to lead
the organization to achieve operational excellence in all of its core management and
operational functions, while ensuring transparency and accountability.

* Are you experienced and passionate? Can you lead in a dynamic, international,
rights-based organization?

¢ Can you advocate for young people and women's rights to make informed decisions
about their sexual and reproductive health?

* Are you a catalyst for innovation and action?

If you answered ‘yes;, UNFPA invites you to apply for the position of:

Deputy Executive Director for Management (DED-Management)
at the Assistant Secretary General (ASG) level

To find out more visit: hitp://www.unfpa.org/jobs

How to Apply

Please forward a copy of your application letter, CV along with relevant documentation
in Microsoft Word, to Sidney Moss at smoss@sri-executive.com before 5.00pm on
28th February 2020, 5pm GMT. Applications are held in strictest confidence.

@ SRI Executive

Search « Strategy
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. Chief Financial Officer,
Maldives Airports Company
Limited (MACL)
Republic of Maldives

Maldives Airports Company Limited (MACL) is a state owned company
responsible for the operation and management of Velana International
Airport (VIA), Maldives; employing over 3,200 staff. VIA serves more than
33 international airlines, catering to nearly 3 million passengers per year in
addition to being the base airport to all domestic airlines.

MACL invite applications for the post of Chief Financial Officer (CFO).

Key Responsibilities: The Chief Financial Officer (CFO) is responsible for
overseeing and driving the organization’s financial strategy, preparation of
all financial management reports, budget planning and forecasting, as well as
taxation planning and compliance.

Required Qualification, Skills and Experience:
e Master’s degree in Accounting / Finance or MBA in Finance
¢ Professional qualification of CPA/ ACCA/ACA or CIMA or equivalent.

e Minimum 8 years of experience as a CFO or equivalent post in the Aviation
Industry.

e Post qualification experience of 15 years in accounting and financial
management position, preferably in the Aviation Industry.

e Extensive experience in contracting, negotiating and change management.

e Thorough knowledge of IFRS/IAS, corporate financial law / tax regulations
and risk management practices

e Extensive knowledge of financial data analysis/ budgeting / forecasting
methods.

Remuneration: Negotiable with attractive benefit package.

The appointment is for the period of 3 years with scope for further extension
depending on need and performance.

How to apply: To apply for this position please email to: shaheema@macl.aero
a comprehensive Curriculum Vitae along with certified copies of certificates, a
recent photograph, two reference letters, salary history and expected salary.

Application Deadline: 15th February 2020.
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' Chief Executive Officer,
MALDIVES ' 'i Maldives Airports Compan,y
AIRPORTS<. ™4 Limited (MACL)
- e o Republic of Maldives

Maldives Airports Company Limited (MACL) is a state owned company
responsible for the operation and management of Velana International
Airport (VIA), Maldives; employing over 3,200 staff. VIA serves more than
33 international airlines, catering to nearly 3 million passengers per year in
addition to being the base airport to all domestic airlines.

MACL invite applications for the post of Chief Executive Officer (CEO).

Key Responsibilities: The CEO is responsible for the overall management of
MACL, developing business strategies and plans; leading and motivating staff
to advance employee engagement; ultimately overseeing all operations and
business activities.

Required Qualification, Skills and Experience:
e Postgraduate Degree in a relevant field.

e At least 15 years of work experience with a good track record in Corporate
sector, with a minimum of 10 years in Senior Management Level in the
Aviation Industry and at least 5 years in the C-Suite level.

e Dynamism and initiative to conceive and implement multiple projects.

e Should demonstrate capacity to develop and implement the company’s
vision, strategize and deliver on the company’s goals and mandates.

¢ Should have the ability to develop people and build teams.

e Should possess experience in managing multiple stakeholders including
government, local and international regulatory bodies and the local
community.

Remuneration: Negotiable with attractive benefit package.

The appointment is for the period of 3 years with scope for further extension
depending on need and performance.

How to apply: To apply for this position please email to: shaheema@macl.aero
a comprehensive Curriculum Vitae along with certified copies of certificates, a
recent photograph, two reference letters, salary history and expected salary.

Application Deadline: 15th February 2020.
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Briefing The special relationship
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No longer such a smooth ride

LONDON AND WASHINGTON, DC

A weakened Britain hopes to draw strength from its alliance with the United

States. Good luck with that

HE TITANS of Brexit have a tendency to
Tgush over Britain’s bond with America.
Before the referendum in 2016, Boris John-
son—now prime minister, then mayor of
London—predicted that, outside the Euro-
pean Union, the thriving British would be
“even better and more valuable allies of the
United States”. Britain’s relationship with
America had long been “special”, enthused
Liam Fox as trade secretary in 2018. But
Brexit provided a “once-in-a-generation
opportunity to raise it to a new level”.

Yet in the week that Britain actually
leaves the EU it finds itself at loggerheads
with America on tax, trade and technology.
If the British government persists with
plans for a digital-services tax that would
hit tech giants, America has said it will re-
taliate with punitive tariffs on British car
exports. And despite heavy American lob-
bying and suggestions that the countries’
intelligence-sharing could be at risk, Mr
Johnson decided on January 28th to allow
Britain to buy 56 telecoms kit from Huawei
of China. Mike Pompeo, America’s secre-
tary of state, had warned against letting

China “control the internet of the future”.

The decision on Huawei came two days
before Mr Pompeo was due to join his Brit-
ish counterpart, Dominic Raab, in London
for a public conversation on “the future of
the special relationship”. At first glance,
and despite the croonings of Brexiteers,
that relationship appears to be in poor
shape. Thomas Wright of the Brookings In-
stitution, a Washington think-tank, de-
scribes it as “in its worst state since the
Suez crisis” in1956.

Mr Wright has catalogued many ways in
which President Donald Trump “torment-
ed” the previous government, under The-
resa May. Although Mr Trump has a better
rapport with Mr Johnson than he had with
Mrs May, tensions have not disappeared.
Meanwhile, competition for America’s at-
tention has been growing. Under the ener-
getic Emmanuel Macron, France empha-
sises thatitis the “oldestally” of the United
States. China’s rise is also tugging America
away from Europe.

All this adds to a sense of uncertainty,
post-Brexit, about Britain’s status and role

inthe world. The so-called special relation-
ship has always been lopsided: Helmut
Schmidt, a German chancellor, once
quipped that it was so special only one side
knew it existed. But for nearly half a cen-
tury, membership of the European club al-
lowed the British to stop fretting too much
about their influence in the world. They
were “the bridge between the us and Eu-
rope”, as Tony Blair, one of the most enthu-
siastic proponents of the special relation-
ship (and an ardent Remainer), put it as
prime minister in 1997. Britain could wield
influence on both sides of the Atlantic.
Now that the bridge is breaking, questions
about Britain’s power are back.

Things have come to a pretty pass
After the second world war Britain strug-
gled to find its place in America’s shadow.
Winston Churchill envisaged Britain as
part of three great circles among the de-
mocracies: the Commonwealth, the Eng-
lish-speaking sphere and a united Europe.
In 1946, in a speech in Fulton, Missouri, he
had proposed a “special relationship” with
the United States, a “fraternal association”
of English-speaking peoples involving not
only kindred societies but military col-
laboration. Another prime minister, Har-
old Macmillan, patronisingly positioned
Britain as playing Athens to America’s
Rome, teaching a “vulgar, bustling” people
how to run a rising empire.

None of this proved convincing. In 1962

Dean Acheson, a former American secre-
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» tary of state, concluded that Britain had
lost an empire but not found a role. Its at-
tempt to find one away from Europe, based
on a “special relationship” with America
and on being the head of a Commonwealth,
he said, was “about played out”.

Joining what was then the European
Economic Community in 1973 offered
something of a solution. As Ray Seitz, an
American ambassador to London, noted in
a valedictory speech in 1994: “If Britain’s
voice is less influential in Paris or [Berlin],
itislikely to be less influential in Washing-
ton.” In Mr Blair’s formulation: “Strong in
Europe and strong with the us...There is no
choice between the two. Stronger with one
means stronger with the other.”

Our romance is growing flat

Special or not, the relationship has often
been fraught. Apart from the Suez debacle,
friction arose between Harold Wilson and
Lyndon Johnson over Wilson’s refusal to
support the war in Vietnam. Even Margaret
Thatcher and Ronald Reagan, who were so
chummy that Reagan’s successor, George
HW. Bush, said “he was just smitten by
her”, fell out over America’s invasion of
Grenada in1983.

Yet over the years, in several different
spheres, America and Britain have grown
closer. Some 28 Nobel prizes have been
awarded jointly to people from the two
countries. British actors, such as Daniel
Craig, are as likely to play an American de-
tective in Hollywood movies as American
ones, suchasRenée Zellweger, are to puton
plummy British accents to play characters
such as Bridget Jones.

The economic ties are especially deep.
New York and London, the world’s top two
financial centres, are rivals but they are
also intertwined. Nearly a fifth of Britain’s
exports go to America, more than double
the share going to Germany, the next-big-
gest partner. America accounts for 15% of
Britain’s total trade. American investment

in Britain supports an estimated 1.5m jobs,
and 1.3m vice versa. Britain attracts more
than 10% of American foreign R&D.

As much as anything, though, it is
shared values and habits of co-operation
that have bound Britain and America to-
gether. Britain, says Nicholas Burns, a for-
mer American ambassador to NATO, is “the
country we trusted the most, and worked
most closely with.” At the State Depart-
ment, where British diplomats enjoy a lev-
el of access afforded no other country, Brit-
ain was “the most like-minded country”
with America, and “the first port of entry”
with the EU on many issues, according to
Amanda Sloat, a Europe specialist who
served there under the Obama administra-
tion.Inan Emerson poll from October 2019,
40% of Americans saw Britain as their
country’s most valuable ally and strategic
partner, far ahead of next-placed Canada
onjust22%.

This closeness has often been evident at
the top, starting with the wartime partner-
ship between Churchill and Franklin Roo-
sevelt. Whether it was the free-market free-
dom-championing of Thatcherand Reagan
or the war-fighting of Mr Blair and George
W. Bush, British and American leaders have
tended to actin tandem.

One of the questions facing the special
relationship today is whether or not the
same will apply for Mr Johnson and Mr
Trump. They have a lot in common; per-
haps unsurprisingly, they openly express
admiration for one another. Yet other lead-
ers, including Mr Macron, have learnt that
it is unwise to place high hopes in a “bro-
mance” with Mr Trump. And if Mr Trump
expects that Mr Johnson will go along with
his wishes on issues such as the Iran nuc-
lear deal or relations with China he is likely
to find himself disappointed.

Mr Johnson’s own instincts may even
lean towards European positions on many
issues, from climate change to Ukraine. As
long as the Trump administration remains
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in place, “we appear to be more aligned
with the Europeans on values and interests
than with the United States,” suggests Sir
Peter Westmacott, a former British ambas-
sador to Washington. Federica Mogherini,
until recently the EU’s foreign-affairs rep-
resentative, expects continuity, too.

Huawei provided a first test of Britain’s
post-Brexit policy. Now two other areas
will come to the fore: defence and trade.
Traditionally, the Anglo-American rela-
tionship has been deepest in military, nuc-
lear and intelligence matters. Britain’s
armed forces have fought alongside their
ally in every major campaign of the past
three decades. “The way we fight is nearly
indistinguishable,” says Philip Breedlove, a
retired American general who served as
NATO’s Supreme Allied Commander Eu-
rope from 2013 to 2016.

Partly this is down to an unparalleled
level of integration. Every major in the Brit-
ish Army goes through a course in America,
and more than 1,000 British military and
civilian defence staff are based across 29
American states. Some military assets are
held virtually in common, while British de-
fence firms are more closely involved than
those of any other country in building the
F-35 warplane. Britain also depends on
America to build, sustain and defray the
costs of its nuclear arsenal.

You like tomato and I like tomahto

Their spooks lean heavily on one another,
too. Britain’s signals-intelligence agency,
GCHQ, and its American counterpart, the
NSA, are bound by the Five Eyes pact, which
includes Australia, Canada and New Zea-
land. Documents leaked by Edward Snow-
den, a former NSA contractor, showed that
Britain had a sweet deal: America paid at
least £100m to GCHQ in 2009-12 and 60% of
Britain’s high-value intelligence was de-
rived from the NsA. But the benefits are not
one-sided. Michael Hayden, an ex-NsA di-
rector, once told his British counterpart
that if Fort Meade, the NsA’s Maryland
headquarters, was to suffer a catastrophe,
he planned to entrust the machinery of
American electronic espionage to Britain.

This strategic intimacy dates to the sec-
ond world war. However, it is not immuta-
ble. Kori Schake of the American Enterprise
Institute (AEI), a think-tank, warns that
“Britain is perilously close to becoming
just like any other Western military rather
than the preferred partner of the us any
time rules need enforcing.”

In recent years the sorest point has been
British defence cuts. In 2015 Barack Obama
demanded, in terms that would foreshad-
ow Mr Trump'’s rhetoric, that David Camer-
on, then prime minister, pay his “fair
share”. General Ray Odierno, then head of
the us Army, said that he was “very con-
cerned” by the belt-tightening, which

amounted to an 18% fall in real-terms M
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» spending over the previous five years.

Those warnings helped trigger a spend-
ing boost, but three years later James Mat-
tis, then Mr Trump’s defence secretary,
fired another shot across the bow of his
British counterpart. “France and the Us
have concluded that now is the time to sig-
nificantly increase our investment in de-
fence,” he warned in a letter, adding omi-
nously: “Itis in the best interest of both our
nations for the UK to remain the Us partner
of choice.” That prompted another hurried
injection of cash, but Britain has struggled
to keep up. The size of its armed forces has
fallen for nine consecutive years. Brexit
might lead to further reductions.

Still, American diplomatic and military
insiders tend to pooh-pooh the idea that
the relationship is in crisis, or that France
could supplant Britain. “The UK is still our
most capable partner militarily, and our
most valuable partner politically,” says Ra-
chel Ellehuus, who handled European and
NATO policy at the Pentagon until 2018.

However there are some signs of waver-
ing in Britain. On January 12th Ben Wallace,
Britain’s defence secretary, questioned
America’s reliability as a partner. Britain
was “very dependent” on American sur-
veillance and air cover, warned Mr Wallace.
“We need to diversify our assets,” he added.
British spending on AmericanKkitis already
slated to run to $32bn over the next decade,
around 7% of the defence budget each year.

But the options for diversification are
limited. Brexit has left Britain cut out of a
new European defence fund and a project
to build a European satellite-navigation
system. Goingitaloneis pricey: a proposed
British-built alternative constellation
would cost around £5bn. So Britain will
have a lot to wrestle with as it conducts a
comprehensive review of security, defence
and foreign policy. Mr Johnson has prom-
ised it will be the most radical assessment
since the end of the cold war.

But oh, if we call the whole thing off

The other test of the special relationship,
on trade, is likely to be similarly fraught; all
the more so given the rancour in Congress
over the Huawei decision. Tom Cotton, a
Republican on the Us Senate’s Armed Ser-
vices Committee, tweeted that “I fear Lon-
don has freed itself from Brussels only to
cede sovereignty to Beijing.”

However, the desire for a deal is not in
doubt. Both sides are aiming for a compre-
hensive free-trade agreement, which could
dismantle non-tariff barriers. Negotiators
share an interest in strong intellectual-
property protection, recognition for each
other’s professional qualifications and
maintaining the free flow of data.

If Britain really wanted, it could proba-
bly get a deal in relatively short order.
America has a template trade deal that it
tries to push on all of its negotiating part-

ners. David Henig of the European Centre
for International Political Economy, a
think-tank, reckons Britain could sign up
to most of the text on tariff reductions and
services without a hitch. As a gesture, the
Americans could offer some special access
to their public-procurement market.

Indeed, American officials have been
helping to bring their British counterparts
up to speed, in some cases informing them
of stumbling-blocks in negotiations with
the Eu. The warmth stems only partly from
a genuine wish to strengthen their rela-
tionship. It also reflects a desire to thumb
American noses at the EU—and pull Britain
away from its regulatory orbit.

In some crucial areas, Britain is going to
have to choose between the American sys-
tem of regulation and the European one.
Take the issue of food standards, often sim-
plified to a debate about chlorinated chick-
en. The EU bans its import on the basis of
the precautionary principle, which says
that there mustbe scientific evidence prov-
ing something is safe for it to be allowed.
America flips that burden of proof; in order
for a product to be banned there must be
scientific evidence proving it is unsafe.

American negotiators scoff that the Eu’s
approach is “unscientific”. Regardless, if
Britons opt for the American way, they may
quickly find themselves embroiled in the
EU’s non-tariff barriers for their own pro-
ducts. The EU has made it clear that any fu-
ture free-trade deal with Britain will have
to include provisions to prevent any “un-
fair competitive advantage” that Britain
could get by undercutting its environmen-
tal and regulatory measures. To put it an-
other way: if Britain wants to diverge from
the EU’s standards and follow an American
model instead, its market access to its big-
gestand closest neighbour will suffer.

If negotiators get bogged down, as they
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probably will, then they could aim instead
fora quick and shallow deal, delivering po-
litical wins on both sides of the pond. Such
adeal could defuse the dispute over digital-
services taxes, or perhaps America’s com-
plaints over Britain’s subsidies for Airbus, a
European aircraft manufacturer.

Despite these potential hurdles, leaving
the EU does not mean Britain has lost all its
leverage with the country Iran dubbed “the
Great Satan” to Britain’s “little Satan”. Brit-
ain can still draw on a depth of diplomatic
capital that offers it clout. It remains in the
G7 and the G20 and plays a big role in NATO.
Britain has a wide network through the
Commonwealth and earns influence as a
major player in developmentaid. Not least,
it retains one of the five permanent seats
on the UN Security Council. As the country
emerges from agonising over the Brexit ne-
gotiations, it can start to devote more ener-
gy to working out how to make the most of
these assets under its new, semi-connect-
ed status with the continent.

Indeed, whatever the intrinsic merits of
the Huawei decision—the British view was
that security risks could be managed and
that the alternative suppliers were not yet
up to scratch—it dispels the idea that a
weakened Britain leaving the Eu will al-
ways bend to America’s will. When Britain
ingratiates itself with America, things do
not necessarily end well, as Mr Blair’s en-
thusiasm for the war in Iraq showed. A
clear-headed view of the country’s national
interests (which in the Huawei case in-
clude Britain’s wish for strong trade rela-
tions with China) serves it best.

Outside the constraints of the EU, Brit-
ain could have some scope to be more agile.
Take sanctions. It is true that Britain is los-
ing the ability to champion these through
the EU. Butitalsonolonger has to be bound
by the need to thrash out lowest-common-
denominator agreement. It could, poten-
tially, take the initiative on its own.

Then that may break my heart

Some would like to see Britain take the lead
in areas where, for now, America seems to
havelostinterest, such as championing de-
mocracy. (Though that would mean stand-
ing up to China.) Because Britain knows
America so well it has “a huge opportunity
to help countries trying to deal with
[it]...do it more nimbly and more strategi-
cally,” says Ms Schake of the AEI.

Britain could remain in the bridge busi-
ness. The two countries may never regain
the first-name closeness shared by “Ron”
and Margaret or even George and Tony. But
a different American administration could
both rekindle something of that romance,
as well as help its ally remain closely con-
nected with the continent. For now, how-
ever, Mr Trump seems to favour a divide-
and-conquer approach. And that threatens
the ardour between Boris and Donald. ®
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Salvini’s Sardine surprise

ROME

Another blunder by the populist leader of the Northern League

T IS PROBABLY the most famous of mod-
Iern Italian political aphorisms. “Power
wears out those who do not have it”
quipped the late Giulio Andreotti, a long-
serving prime minister. His words had a
special relevance this week for Matteo Sal-
vini, leader of the right-wing Northern
League, as he pondered the results of his
second big miscalculation in five months.
On January 26th the League’s candidate for
governor failed to conquer the region of
Emilia-Romagna in a vote that Mr Salvini
had touted as a referendum on whether he
should lead Italy.

Mr Salvini has only been out of power
since August last year. Until then he was
one of two deputy prime ministers in the
first cabinet of Giuseppe Conte, a techno-
crat; he wielded a decisive influence over
policy as head of the party that has led in
the polls since mid-2018. But then he torpe-
doed the coalition government in a bid to
force an election, hoping it would give him
an outright parliamentary majority and

untrammelled powers. His rivals respond-
ed by forming a new coalition without him.

His latest big miscalculation was to put
himself at the front of a campaign he
should have known would be harder to win
than it seemed. Emilia-Romagna, which
stretches from central into northern Italy,
has drifted rightwards in recent years. The
leftlost therein the general election in 2018
and the European election in 2019. But it
has deep roots in a region the now-defunct
Italian Communist Party (pcI) chose as a
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showcase for its moderate “Euro-
communism”. The incumbent governor,
Stefano Bonaccini, who cut his political
teeth in the pPCI’s successor party, is widely
regarded as heading an effective adminis-
tration. A poll conducted last December
showed that two-thirds of voters in Emilia-
Romagna viewed it positively. And almost
twice as many expressed confidence in Mr
Bonaccini as in his League challenger. Mr
Salvini’s advisers presumably warned him
of similarly daunting findings.

Two other factors played a role in the
League’s emphatic defeat (its candidate
finished more than seven percentage
points behind Mr Bonaccini). The first
could not have been foreseen: the eruption
onto the scene of a new movement, the so-
called Sardines, agroup of young, left-lean-
ing activists who set out to best Mr Salvini
at his own game of packing city squares
(hence their name). They succeeded re-
peatedly, doubtless convincing some vot-
ers who might otherwise have abstained to
cast their ballots for Mr Bonaccini and the
centre-left Democratic Party (pD). The
turnout shot up to 68%—30 points more
than at the previous regional election in
2014. The Sardines’ role in bringing out the
left-wing vote earned them an “immense
thank you” from the PD’s national leader,
Nicola Zingaretti.

The second factor, if not foreseeable,

was certainly avoidable. In a region known »»
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» for its moderation, Mr Salvini mounted his
usual, xenophobic campaign. Stunts such
as having video cameras record him asking
a Tunisian immigrant over the intercom of
his apartment block if he was a drug-ped-
dler grabbed headlines, but not apparently
very many hearts and minds in tolerant
Emilia-Romagna.

In another regional ballot in the south-
ern region of Calabria the right stormed to
victory. But that was scant consolation for
Mr Salvini, since the new governor is from
Silvio Berlusconi’s Forza Italia party, which
nowadays represents a less populist and
Eurosceptic form of conservatism than the
League’s. Calabria is anyhow special, a re-
gion in which political choices are heavily
conditioned by the pervasive influence of
its mafia, the 'Ndrangheta.

Mr Salvini’s air of invincibility dissipat-
ed last summer. But now his headstrong
approach is being openly mocked. Elsa For-
nero, a minister in Mario Monti’s techno-
cratic government of 2011-13, and author of
a labour-market reform Mr Salvini wanted
to scrap, asked mischievously if he was
foolish, orjust pretending to be.

The League leader’s chances of return-
ing to power nevertheless remain solid.
Both the latest elections were disastrous
forthe Five Star Movement (M5S), notional-
ly the senior partner in Mr Conte’s second
government, which also includes the pD.
The M5s has almost a third of the seats in
parliament and the power to decide on leg-
islation. Yet its candidates scraped 7% in
Calabria and a pitiful 3% in Emilia-Roma-
gna. They were scarcely helped by the res-
ignation four days before polling of the
movement’s leader, Luigi Di Maio, largely
inresponse toits dismal showing in earlier
ballots and the disarray that had created.

The M5s was set up to challenge the es-
tablished parties, resists being called a
party itself and claims to transcend the di-
vision between right and left. Inevitably, it
has found itself ill at ease in power, and all
the more so now it is in coalition with the
mainstream PD. Since the general election
in March 2018, 24 of the M5S’s 331 lawmak-
ers have deserted it in parliament.

What happens now is unclear. Mr Zin-
garetti proposed that the Five Stars formal-
lyjointhe pDinan electoral alliance thatal-
ready includes other, smaller groups. But
his offer was implicitly rejected by the
Ms5S’s stopgap leader, Vito Crimi. The
movement is to hold a congress in March to
decide whether to take a new direction.

That sets a leisurely timetable given the
paceatwhich the Mssisdisintegrating. The
governing coalition is safe in the lower
house where it has a majority of 24. But in
the Senate, the Five Star defections have al-
ready left it two seats short of a majority
and dependent on the support of assorted
regionalists and independents.

The pD is more compact. But that is

largely because it has lost almost 40 of its
parliamentarians to Italia Viva, a group set
up last year by a former prime minister,
Matteo Renzi. Italia Viva is not yet a party
and remains in the government’s orbit. But
Mr Renzi, who has been wooing the more
moderate wing of Forza Italia, remains a
wild card. Against this background, Mr Sal-
vini’'s best course may be to sit tight and do
only as much as necessary. But it is one the
League’s hyperactive, publicity-hungry
leader will find hard to follow.

Hungary

In search of a David

BUDAPEST
Taking on the prime minister is no
easy matter

N THEORY VIKTOR ORBAN, who has ruled

Hungary with a rod of iron since 2010,
ought to be running scared. In October he
suffered the humiliation of losing control
of the capital, Budapest, as well as ten of
the 23 other county-level cities in the coun-
try. That happened because Hungary’s pe-
rennially fractured opposition for once
managed to unite, holding a primary elec-
tion in Budapest to decide on a single con-
tender and elsewhere forming pacts to
achieve the same goal.

Now plans are afoot to pull off the same
trick at parliamentary elections that are
due in 2022. If that happens, Mr Orban’s
ruling party, Fidesz, could lose its current
huge majority. Mr Orban is already sound-
ing chastened: his new year’s message was
largely about mundane issues like educa-
tion and health, a far cry from his usual
ranting about enemies within and without.

Still, those plans for 2022 involve a very
big “if”. Agreeing on a few mayoral candi-
dates is one thing: doing the same for each
of the country’s 106 single-member con-
stituencies, as well as drawing up a joint
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party list for the 93 proportionally elected
MPs, is alot harder. If the dozen or so oppo-
sition parties run separate lists, quirks that
favour big parties in the electoral system
Mr Orban rammed through in 2012 will
continue to hammer them. Hardest of all,
of course, will be to choose a candidate to
be prime minister.

Who might it be? One obvious pos-
sibility is Gergely Karacsony, the newly en-
sconced mayor of Budapest. Looking every
bit the university lecturer he used to be,
dressed down in jeans, jacket and open-
neck shirt, the 44-year-old Mr Karacsony
has a platform to campaign from. But Mr
Orban is already tying him in knots, link-
ing money for the city to the construction
of a new stadium for the World Athletics
Championships in 2023, which the mayor
said on the campaign trail that he did not
want to build. Besides, Mr Karacsony in-
sists that he doesn’t want the job, and
would rather complete his term. His Dia-
logue party is tiny outside the capital.

Some instead look for a return of a for-
mer prime minister, Ferenc Gyurcsany,
who leads the largest opposition party,
Democratic Coalition. Largest, though, is a
relative term. In recent polls it struggles to
get far into double figures, while Fidesz
manages around 50% in most polls. Mr Gy-
urcsany’s chaotic time as prime minister is
not remembered fondly by most Hungar-
ians, and even he admits that he is “a very
polarising person, very much loved, and
very much hated”. Instead, he says, “we
need an integrator.” He offers his wife,
Clara Dobrev, as a possible prime minister.
She is currently a vice-president of the
European Parliament, having scored a re-
markable success at the head of the Demo-
cratic Coalition’s list in last year’s Euro-
election. Mr Orban refers to her, incorrect-
ly, as “Mrs Gyurcsany”. She, too, may be
reluctant to put herself forward.

The woman to watch is less well known.
Anna Donath is just 32, and is also an MEP,
in her case for Hungary’s most interesting
new party, with the pleonastic moniker
Momentum Movement. Momentum was
the big surprise in the European election,;
founded onlyin 2017, it won just under10%
of the vote. Insiders, however, worry that
she may not want to run, either.

The real problem is that Mr Orban does
not really look beatable in 2022. He has
shrugged off his difficulties with the rest of
the EU over Hungary's erosion of the rule of
law (a task made easier because Poland is
now behaving worse). The economy is
booming; it grew by around 5% last year.
Corruption ought to be his Achilles’ heel.
Last week Transparency International, a
watchdog, rated Hungary the second-most
corrupt country in the EU, beaten only by
Bulgaria. “But,” sniffs one diplomat, “as
long as incomes are going up, Hungarians
don’tseem to care.” W
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Paris’s mayoral race

How not to do it

PARIS
Running two candidates is a bad idea

F THERE IS one city that should be a natu-
I ral habitat for Emmanuel Macron and his
centrist party, it is Paris. Home to the coun-
try’s liberal elite, as well as to bike-sharing
eco-types who applauded the president’s
pledge to “make our planet greatagain”, the
French capital is a world away from the ru-
ral roundabouts of the anti-Macron gilets
jaunes. In the second round of the presi-
dential election in 2017, fully 90% of the
city’s voters backed Mr Macron. Yet, thanks
to internal rivalry and mismanagement,
his party is currently making a hash of the
race for mayor of Paris.

The capital, along with all other mu-
nicipalities, goes to the polls for two
rounds of voting on March 15th and 22nd.
In a bid to dislodge Anne Hidalgo, the sit-
ting Socialist mayor of Paris, Mr Macron'’s
party, La République en Marche (LREM),
finds itself with, in effect, not just one can-
didate but two. The first, Benjamin Gri-
veauy, is the official nominee. The other,
Cédric Villani, failed to secure the party
nomination but insists on staying in the
race anyway.

Both Mr Griveaux and Mr Villani are
LREM deputies, elected for the first time in
2017. Mr Griveaux is one of the original
“Macron boys”: a co-founder of En Marche,
the party Mr Macron launched to win the
presidency, and a campaign insider who
was propelled directly into government.
Mr Villani is a prize-winning mathemati-
cian, known for his signature three-piece
suit and spider brooches, who has pub-
lished research papers on such topics as
collisional kinetic theory. It was something
of a coup for En Marche to have coaxed him
into running for parliament.

Last July, when the LREM investiture
committee picked Mr Griveaux as the offi-
cial candidate, however, Mr Villani refused
to stand down. The selection process was
flawed, he said; he also defended his right
to “liberty”. The upshot has been to split the
LREM vote. Polls now suggest that Mr Gri-
veaux could come third in the first round of
voting, behind both Ms Hidalgo and Ra-
chida Dati, the centre-right Republican
candidate, with Mr Villani trailing in fifth.
A second-round vote would then keep Ms
Hidalgo in thejob.

Efforts are afoot to try to broker a peace
and persuade Mr Villani to give up. Mr Mac-
ron even summoned him to the Elysée pal-
ace, but Mr Villani emerged to declare that
he had “a major divergence” with the presi-

dent. On January 29th, after much internal
soul-searching, LREM decided to expel Mr
Villani from the party. Disappointingly for
the president, he says he will continue his
campaign as an independent.

Further realignments are possible, in-
cluding one around the Greens’ candidate,
David Belliard. Making Paris greener is the
oneideaall the candidates agree on. For his
part, Mr Griveaux says that his “door re-
mains open”, should Mr Villani change his
mind about running. But time is running
out. History teaches that France’s presi-
dents, like its Bourbon kings, often strug-
gle to impose their will on Paris, an unruly
city that famously does not take kindly to
decisions imposed from on high. &

Energy

Greening Greece

KOZANI AND KARDITSA
The government wants Greeks to burn
less filthy coal

CLUSTER OF state-owned power plants

in north-western Greece have been
spewing smoke and toxic ash over nearby
villages for decades. The plants are fuelled
by lignite, a dirty brown coal extracted
from open-pit mines that scar the local
countryside. Studies have shown that min-
ing communities suffer above-average
rates of lung disease and cancer, yet jobs in
other sectors are scarce in a region with
chronically high unemployment.

Changes may be on the way. Kyriakos
Mitsotakis, the new centre-right prime
minister, has promised to shut down all of
Greece’s 14 lignite-fired power stations by
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2024. (Another lignite station currently
under construction will be converted to
run on natural gas.) Fleets of wind turbines
and solar panels will be rolled out across
rehabilitated mining areas. Mr Mitsotakis
is anxious to boost Greece’s green creden-
tials: at present its annual carbon-equiva-
lent emissions are a third higher than
those of Portugal, a similar-sized EU mem-
ber state.

Despite being blessed by abundant sun-
shine and strong winds that blow year-
round across the Aegean sea, Greece is still
a clean-energy laggard. That is mostly due
to pPpC, the state electricity utility, which
has stuck to lignite to save money, rather
than switching to natural gas and renew-
ables. In 2017 some 70% of homes and busi-
nesses consumed electricity that was pro-
duced at ppC’s lignite-fired power stations.
This year the figure may fall to 50%: small
private suppliers that run natural-gas-fired
plants have picked up customers fleeing
ppCc after Mr Mitsotakis's government
hiked its electricity prices.

The prime minister has set himself a re-
markably ambitious target: renewable
sources are to cover 35% of Greece’s energy
needs by 2030. That would mean tripling
current wind and solar output, at a cost of
around €40bn ($44bn). Consultants pred-
ict a bonanza for foreign investors: Chi-
nese, American, Spanish and Italian com-
panies already own Greek wind and solar
installations and are acquiring licences to
build more.

0Oddly, they will face strong opposition
from Greece’s increasingly active environ-
mental movement. It takes up to seven
years for a licence for a wind park to be
granted; many applications are rejected by
specialist judges at the council of state,
Greece’s highest legal body.

Battles loom over plans to allow off-
shore wind parks to be built in the Aegean
and Ionian seas, while increasing the size
of onshore parks. Greece’s environment is
“too fragile” to sustain such big projects,
says Apostolos Pantelis, a hill-walker cam-
paigning against plans to build wind parks
on mountain ridges in the remote Agrafa
region, a refuge for rare griffon vultures,
brown bears and wolves.

Increasing numbers of hikers, mostly
well-heeled northern Europeans, visit
places like the Agrafa thanks to a successful
new system of marking footpaths across
mainland Greece and the islands. They stay
in small hotels in almost deserted villages,
prompting hopes that such places can be
revived as destinations for “soft” tourism.

Mr Pantelis fears building wind parks
would destroy the Agafra’s appeal. New
roads would erode the mountainsides and
noisy, 2oom-high turbines would scare
away its wildlife. He says that “people used
to think wind energy would be beneficial
for tourism. Butitjust ruins the view.” |
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China and Turkey

Bumps in the belt
and road

ISTANBUL
A new relationship has its limits

FEW MONTHS ago commuters in Istan-

bul were treated to an unusual sight.
Overnight, the names of some metro and
tram stops, especially in parts of the city
popular among foreign tourists, appeared
in Chinese characters. Angry about China’s
treatment of Turkic-speaking Uighurs in
Xinjiang province, protesters ripped down
some of the signs. They covered others
with stickers reading: “Murderer China” or
“Freedom for East Turkestan” (the name for
Xinjiang preferred by Uighur separatists).

Ekrem Imamoglu, the opposition
mayor, explained that the signs had been
installed as part of an agreement between
Istanbul and China’s embassy, and that the
arrangement was temporary. The signs
vanished as fast as they had appeared.

China’s footprint in Turkey is growing.
The annual influx of Chinese tourists has
climbed from about 60,000 a decade ago to
over 400,000 last year. China has helped
build Turkey’s first stretch of high-speed
rail, Huawei is helping it build a 56 mobile
network and Chinese investors have
snapped up Turkish marble quarries to kit
out luxury flats back home. Last year Chi-
na’s central bank provided Turkey with
$1bn under a currency-swap agreement.
Rumours swirl that Chinese cash will soon
pour into the country under the Belt and
Road Initiative, a project to connect the
world to China by building roads, railways
and other infrastructure. So far, it hasn’t.

The oppression of the Uighurs seems to
be the main obstacle. Last year Turkey was
the only large Muslim country to complain
about Chinalocking up perhaps1m of them
for such offences as growing beards or be-
ing pious Muslims. In response, China
temporarily closed its consulate in Izmir, a
big coastal city. Turkey had crossed one of
the Chinese government’s red lines, says
Guo Changgang of the Centre for Turkish
Studies at Shanghai University. Since then
Turkey has trodden more carefully. Last
June, after opposition deputies called for
an inquiry into the repression of Uighurs,
The ruling party voted down the proposal.
During a subsequent trip to China Presi-
dent Recep Tayyip Erdogan took a softer
line on the internment camps.

China will not stay away from Turkey
for long. It is a market of 8om people and a
gateway to Europe and the Middle East.
Some day, Chinese contractors eagertojoin
the reconstruction of war-ravaged Syria
will also look to Turkish ports and cement

Europe

Strings of life

BERLIN
Nightlife in the world’s clubbing capital is changing, not dying

H ALF PAST seven on a chilly Monday
evening is hardly clubbing prime-
time. Yet on January 27th a formidable
queue extended outside Griessmuehle, a
gritty techno spot in Berlin’s Neukolln
district, from whose walls emanated
hearty 4/4 kick drums. The party had
been going since Sunday under the ru-
bric “Is this the end?”, for on February 3rd
Griessmuehle must close; the building’s
Austrian owners wish to convert it into
offices. The Club Commission, a lobby
group, reckons 24 Berlin clubs may face
closure. Some, like KitKat, an entry-level
fetish den in Mitte, are as much part of
the city’s fabric as the Brandenburg Gate.
Hand-wringing over Clubsterben
(“dying clubs”) is nothing new in a grow-
ing city where the pressures of gentrifi-
cation have long rubbed up against the
fly-by-night world of clubbing. Yet the
threat to Griessmuehle touched a nerve,

Where next?

producers for help. “Turkey has the re-
sources and the suppliers,” says Altay Atli
of Koc University in Istanbul. “The Chinese
simply have to come here.”

Turkey has struggled to attract foreign
investment in the past few years, largely as
a result of tensions with America and Eu-
rope, over such things as its friendliness to
Russia, the purchase of Russian missiles
and human rights. Some in government
advocate cosying up to China as well as
Russia. But China is unlikely to bail out
Turkey’s economy. Of the total stock of for-
eign investment in Turkey between 2002
and 2018, some 75% came from Europe; the
Chinese share was around 1%.

At his newly opened Beijing Hotel, close

uniting ravers and politicians behind a
#saveourspaces hashtag. Official support
for a €168m ($185m) industry that attracts
tourists and investment is now obliga-
tory in perennially hard-up Berlin.

Gentrification in Berlin started late
but now has a “feeling of velocity”, says
Luis-Manuel Garcia of the University of
Birmingham. The glittering array of
protections that private tenants enjoy in
Germany do not extend to businesses.
Commercial landlords may jack up rents
abruptly or keep club-owners dangling
onrolling six-month contracts. What to
do? “Frankly, we don’t have that many
tools,” accepts Georg Kossler, a Green in
Berlin’s parliament. Lutz Leichsenring of
the Club Commission says federal build-
inglaw should recast clubs as “cultural
institutions”, providing them with the
same benefits as theatres and galleries.

Yet “it would be hard to claim that
clubs are genuinely threatened,” says
Will Lynch, the Berlin-based editor of
Resident Advisor, a dance-music website.
Next to the precipitous decline in cities
like London, the turnover in Berlin looks
more like churn; about 9o clubs have
closed since 2010 but 77 have opened.

Thrill-seekers are rarely left disap-
pointed by Berlin’s many nocturnal
temptations, unless they are turned away
by a grumpy bouncer. Some beloved
institutions have gone; others have now
become a bit too slick for old-timers’
tastes. But Berghain, the jewel in no-
curfew Berlin’s clubbing crown, raves on,
its future secured by ownership of the
building. Even Griessemuehle may find a
new home elsewhere. The threats are
real. But rumours of Clubsterben may
have been exaggerated.

to Istanbul’'s main entertainment and
shopping district, Jackie Cheng watches a
group of Chinese guests trickle out of the
main entrance, past a restaurant that
serves respectable Chinese fare, and into a
tour bus. Mr Cheng arrived in Turkey two
decades ago, made his fortune dealing in
textiles and souvenirs, and opened Istan-
bul’s first Chinese hotel last year. Business
has been good, he says. He plans to open
branches elsewhere in Turkey. Asked what
might help bring in more tourists and in-
vestors from the old country, he mentions
government support and simpler proce-
dures for getting a residence permit. “But
one thing that’s really needed right now”,
he says, “are more signs in Chinese.”
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Charlemagne | The Brit awards

Meet the new Brits, more numerous than the old ones

The Economist February 1st 2020

RITAIN WAS an awkward member of the EuU. It joined late, com-
B plained lots and has now become the only country ever to leave.
Yet beneath the cantankerous caricature, Britain played a useful
role. It championed a liberal vision of the Eu and was a bulwark
againstdirigisme. British diplomats gummed up projects of which
they were sceptical, such asacommon defence policy, and acceler-
ated those which they supported, such as the single market. Con-
trary to its self-image, Britain rarely stood alone in the EU. Britain
was the noisiest advocate of policies that are commonly (but qui-
etly) held across many member-states. Even with the Brits outside
the bloc, those views will still be there. But the messengers will
change. Who will they be? Welcome to the Brit awards, where your
columnist will name the New Brits.

Sorting through the contenders is no easy job. There are so
many. Take the EU’s budget negotiations, which will come to a
head this year. Britain was far from alone in its determination to
curb EU spending. Rebates, whereby some countries receive back a
chunk of what they putin, loom largest in British Eurosceptic lore,
but other countries have secured them, too. A proposal in 2018 to
do away with the cash carousel led to howls in Dutch, German,
Swedish and Danish. Britain had exactly the same policy goals as
other net contributor countries; it just had the loudest voice. Since
then, Austria, Sweden, Denmark and the Netherlands have teamed
up to turn up the volume. This skinflint foursome proudly refer to
themselves as the Frugal Four. Any one of them could take the New
Britaward for best Brussels belt-tightener.

Discomfort about the idea of the EU as a military power goes
well beyond London. Germany does not want anyone to think it is
throwing its weight around. On many issues, it prefers to remain
in the back seat; when it comes to defence, it climbs into the boot.
Any proposal that undercuts NATO’s role as Europe’s defender
makes German diplomats sweat; never mind their peers in the Bal-
tic states, for whom NATO is the only thing that keeps Russian
tanks at bay. Poland is even touchier. It has greeted attempts to
forge a more European defence strategy by embedding itself ever
deeper into America’s military nexus, slyly suggesting that a garri-
son on Polish soil could be called “Fort Trump”. Poland easily wins
the New Britaward for defending the status quo on defence.

Beyond a few holdouts in the European Parliament, European
federalism, the béte noire of British Eurosceptics from the moment
Britain joined, has died a quiet death. Eu wallahs may busy them-
selves with plans fora grand-sounding conference on the future of
Europe later this year. Butit will be a far cry from the constitutional
convention of 2001-3, at which former French presidents and other
grandees cooked up a European constitution (which was then
rudely rejected by French and Dutch voters). Any suggestion of a
similar effort this time round makes diplomats choke. Referen-
dums, they have noticed, can be disruptive. The New Brit award for
dreading federalism goes to everyone.

Liberal member-states have already clubbed together in the
face of a more state-centric approach to the economy advocated
most prominently by France. Dubbing themselves the New Hanse-
atic League, ministers from the Baltics, the Nordics, Ireland and
the Netherlands now meet regularly to stave off statism (the Ger-
mans occasionally show up, too). Brexit has shaken the Dutch out
of their political dysmorphia, in which the euro zone’s fifth-big-
gesteconomy tended to behave as if it were the size of Malta. As the
de facto leader of the new league, the Netherlands wins the New
Britaward for defending free markets from the French.

A Utopian fantasy still exists in some quarters that an EU with-
out Britain will be more coherent. As the largest country outside
the euro and the Schengen passport-free travel zone, Britain did
stick out. But the Eu will hardly be one-size-fits-all, even with the
biggest constitutional kink ironed out. Denmark has opt-outs
from the euro and justice and home-affairs policies. Ireland is not
a member of the passport-free Schengen zone and has a common
law legal system, unlike the civil law in the rest of the bloc. Special
treatment abounds even when not written into law. Iron rules on
fiscal discipline seem curiously flexible whenever France is in-
volved. Visegrad countries (Hungary, Poland, Slovakia and the
Czech Republic) created their own opt-outs on migration policy by
simply ignoring laws. Technically all countries bar Denmark are
obliged to join the euro. Yet Sweden seems in no rush. Poland is
five years from joining the common currency—and always will be,
goes the saying. The Eu will remain a constitutional camel rather
than a thoroughbred even without Britain.

And the bigwinneris...

The fact that the Brit awards attract so many entries suggests that
Britain was not such an odd man out. Once Britain has left, the EU
will still have a rain-sodden, low-tax, English-speaking island in
the north-west: Ireland. It will still host a former imperial power
with a tendency to write geopolitical cheques it cannot honour:
France. Likewise, anyone who thinks Britain was the only country
with a morbid determination to bring up the second world war
should glance at Polish politics. Perhaps Britain was a normal EU
country afterall.

Still, there can only be one overall winner. The Netherlands
would be an obvious choice, given the similar policies of the Brit-
ish and Dutch governments. But the Dutch sit happily in the euro
zone, as the Brits never would. Poland, like Britain, is outside the
euro and recoils from European defence integration. Britain, how-
ever, was generally a constructive partner in the Eu, which cannot
be said of the current Polish government. This leaves one candi-
date. Liberal on trade, yet miserly when it comes to the EU’s budget,
this country also enjoys opt-outs on a Britannic scale. Congratula-
tions, Denmark! Itis along time since Danes ruled half of England,
but the two nations have much in common. B
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Brexit and regulation

Into the wide blue yonder

Britain will diverge from EU regulation. There will be costs, in terms of access to
the EU market, but there will be benefits too

RITAIN'S DEPARTURE from the EU, says

Sir Bernard Jenkin, a Conservative MP,
reminds him of an experiment his grandfa-
ther once carried out on a pet pike. He puta
glass wall in the middle of the fish’s tank,
thus halving its swimming space. After
ramming the glass, “thunk, thunk” for a
while, the fish adapted to its diminished
quarters. But when the wall was removed,
it continued making tight circles in half of
the tank: it never grasped that its freedom
had been restored.

On January 31st Britain leaves the EuU. It
goes into a sort of limbo—a transition per-
iod—until the end of 2020, when in dozens
of areas, from trade, migration, environ-
mental rules and farming to financial ser-
vices, data policy, regional subsidies and
state aid, the country’s freedom to run its
own affairs will be constrained only by its
ambitions to do deals with other countries.
The big question, says Sir Bernard, an en-
thusiastic Brexiter, is whether it can re-
member how to roam.

Boris Johnson, the prime minister, is

bent on taking full advantage. There will be
crowd-pleasing changes—taking back con-
trol of the vAT regime will allow the Trea-
sury to remove the levy on tampons, forin-
stance—and weightier divergences. Earlier
this month Sajid Javid, the chancellor of
the exchequer, made clear that there will be
no alignment with EU regulations once
Britain is out of the single market and cus-
toms union, adding that there would be
winners and losers.

The riposte from Brussels to Mr Javid’s
remarks was swift. Ursula von der Leyen,
president of the European Commission, re-
peated that greater regulatory divergence
would necessarily mean a more distant
trading partnership with the Eu. The gov-
ernment’s own economic analysis of Brexit
last year put the long-term loss in GDP per
person of a close relationship (like Nor-
way'’s) at some 1.4%, against a 1oss of 4.9%
for a more distant one. The difference is a
proxy for the cost of regulatory divergence.

British manufacturers protested. The
car and aerospace industries, chemicals
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and pharmaceuticals firms, the Confedera-
tion of British Industry (cBI) and Unite, the
biggest trade union, all talked of the ad-
verse consequences of divergence. Minis-
terial promises only to diverge when that is
in Britain’s interests do not much reassure
them. The only way to avoid customs, rules
of origin and regulatory border checks is to
make legally binding commitments to ob-
serve all currentand future Eu rules, which
the government has rejected.

Some 80% of the auto industry’s output
is exported, and over half those exports go
to the EuU. Regulatory divergence would
mean cars (and car parts) being subject to
compliance checks in both directions, in-
creasing costs and delays. Some 60% of the
chemicals industry’s output goes to the EU.

But there is bound to be divergence.
Regulation is the expression of public atti-
tudes to business and the state; since those
are different all over the world, Britain’s
rules will become increasingly British. And
there could be benefits as well as costs.

Regulation in Britain tends to be based
on principles, rather than prescription; the
country’s common-law system builds on it
over time. European regulation, by con-
trast, is more codified, which leads to a lot
of prescriptive detail. The very word “direc-
tive” strikes fear into executives, says Hele-
na Morrissey, a City financier. Financial
firms get snarled up in detailed EU rules.
The cost to the British asset-management

industry of obeying the revised Markets in »»
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» Financial Instruments Directive, which
came into force in 2018, for example, has
cost an estimated €2.5bn ($2.75bn). The
burden of regulation falls especially heavi-
ly on small firms, discouraging enterprise.

Britain’s new freedom to regulate flexi-
bly and nimbly will be invaluable, says
Rishi Sunak, chief secretary to the Treasury
and a rising star in government. A particu-
lar opportunity, says the boss of a London-
based exchange, would be to adopt Ameri-
ca’s regime for regulating derivatives, con-
sidered the best in the industry. The EU
recognises it, so London could ask to be
treated in the same way, he says.

Two of the buzziest areas of finance are
fintech and sustainable finance. The City
has a better chance of getting ahead in
those areas if it has its hands on its own
regulatory levers, says Jonathan Hill, a
Conservative politician and former finan-
cial-services commissioner for the EU. One
approach likely to be used more widely is
the “regulatory sandbox”: rather than ban-
ning an innovation or approving it for use
across the system, regulators allow it to be
used on a limited scale and monitor its ef-
fects. If the risks seem low, the new practice
isallowed wider application.

Britain’s different political priorities
are also likely to show up in regulatory di-
vergence. Britons have, for instance, a soft-
er spot than most Europeans for their fel-
low creatures; hence rumours that Mr
Johnson is planning to ban exports of live
farm animals for slaughter.

Of more economic significance is the
divergence in attitudes to finance. Thelong
campaign to introduce a financial transac-
tions tax has more takers in the EU than in
Britain. And hostility to wealth is probably
more pronounced within the Eu than in
Britain, hence one of the most disliked
pieces of EU regulation—a cap on bankers’
bonuses introduced in 2014, which forces
banks to raise the proportion of their costs
that are fixed, thus potentially making pro-
fits more volatile.

The EU’s instincts, meanwhile, are more
protectionist than Britain’s. Britain is, for
instance, already moving away from the EU
requirement that only airlines 50% owned
by local companies have unrestricted
rights to fly within the Eu. And the noises
coming out of the commission about the
need to foster local tech titans suggests
that the gap on this front may widen.

In science, too, Britain is likely to di-
verge from Europe. Britain’s empirical ap-
proach to intellectual life makes it more
permissive, while the “precautionary prin-
ciple”, for which the continent has more
time, tends to be inhibitive. In July 2018, for
instance, the European Court of Justice
(Ec)) ruled that plants obtained by modern
forms of mutagenesis, of which gene-edit-
ing is an example, fall under the EU’'s GMO
directive from 2001. The GMO legislation,
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Carry on commissioner

Farewell to a staple of tabloid journalism

UROCRATS HARRUMPHED about Brit-
E ish journalists’ “euro-myths”—Iludi-
crous stories about supposed EU regu-
lations forcing cows to wear nappies or
outlawing the Sunday roast. They also
got the joke. When Boris Johnson, as
master of the genre in his first career as a
journalist, claimed that the EU was about
to ban a beloved British snack, Martin
Bangemann, a German official, milked it
forlaughs. “I've never even heard of
prawn cocktail crisps,” he chortled.

There were three main categories of
myth. Some were nonsense, such as the
Daily Express’s claim in 2010 that the EU
was planning to force member states to
liquefy corpses and pour them down the
drain (it was a suggestion made by Bel-
gian undertakers to avoid the carbon
emissions from cremations). Another
sort claimed that some symbol of British
identity—brandy butter, car-boot sales
and English acorns—was about to be
banned. In1992 the EU’s London office
started a webpage devoted to debunking
such claims. Butin many cases it had to
admit there was more than a grain of
truth. When British newspapers reported
a plan to outlaw the radioactive green
used to colour frozen mushy peas, it

because it is complicated and expensive to
comply with, amounts to a de facto ban. Sir
Mark Walport, chief executive of UK Re-
search and Innovation, attributes this hos-
tility to GMOs in part to personal beliefs
about the legitimacy or otherwise of fid-
dling with nature. “Now we can work in the
context of UK society which in general
thinks very positively about science.”
Britain is leaving the EU just as the bloc
getsready to clamp down on artificial intel-

turned out that they were partly correct;
the crisps, similarly, were briefly illegal
(because of a British clerical error).

A third, more sinister sort of euro-
myth described cunning plans to force
European or other ideologies on Brits,
whether by accepting sharia law or
changingall “.co.uk” domain names to
“eu”. A steady drip-feed of such stories
may have hit home. This sub-genre,
popular with the pro-Brexit press,
reached its zenith in the five years before
the referendum in 2016.

Still, most people, it seemed, were
able to tell euro-myth from euro-reality.
In 2016 YouGov found that only a tenth of
Britons believed that the bloc planned to
ban the sale of rhododendrons. Only 14%
believed it wanted to change “Bombay
mix” to “Mumbai mix”.

The supply of euro-myths will decline
after Brexit, for Britain’s newspaper
cultureis uniquein the EU in its appetite
for mocking bureaucracy and petty rules,
says Geoff Meade, a Press Association
veteran of Brussels. But the demand
among the nation’s hacks for this type of
story will persist, so they will hunt for
absurdities closer to home. Whitehall’s
mandarins should watch out.

ligence (A1). It may impose laws for devel-
opers in what it considers high-risk sectors
such as health care and transport. Many
people will welcome the EU taking a robust
stance on controversial A1 products like fa-
cial recognition. But some worry that Brus-
sels is rushing to regulate A1 without stop-
ping to consider the trade-offs. Post-Brexit,
Britain will write its own regulations on Al
and on data. Eventually there will be three
regimes in the world—the EU’s, America’s
and China’s. Britain’s rules could end up
closer to those of America than the EU.
London’s tech industry is also excited
aboutwhata trade deal with America might
bring in the field of digital services, says
Nicole Sykes, head of EU negotiations for
the CcBI. “We could create a more stable en-
vironment for technology firms large and
small,” says Stephen Booth, director of
Open Europe, a Eurosceptic think-tank.
The globalist wing of the Brexit move-
ment is keen to boost the country’s com-
petitiveness by lightening social, eco-
nomic and environmental rules. Business
will have plenty of suggestions. Many dis-
like the requirement that obliges them to
hire temporary workers after a short period

of time. Smaller businesses in particular »»
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» could be awarded more exemptions from
labour regulations.

Thisworries the Eu, which is particular-
ly concerned that there should be a “level
playing field”. On environmental protec-
tion, Brussels calculates that British indus-
try could save €4.7bn a year if it departed
from the EU’s rules on industrial emissions
and pollution.

Yet Mr Johnson seems unlikely to go for
much of this sort of deregulation. He is not
that sort of Tory, and cutting labour and so-
cial protections would rile British voters—
especially in the poorer areas where the
Conservative Party has just made big gains.
Although Britain originally got an opt-out
from the Social Chapter of the Maastricht
Treaty, it has sometimes gone above and
beyond what Brussels wants: it has given
temporary workers more rights and par-
ents more leave than the EU demands. The
green movement is strong in Britain, and
will keep a protective watch on environ-
mental regulation. The government is re-
portedly inclined to toe the EU line and
keep most of the massive REACH law that
regulates chemicals. “There are plenty of
things you might want to do in your dark
free-market heart but the public doesn’t
want it,” says Robert Colvile, director of the
Centre for Policy Studies, a Conservative
think-tank.

Focused as it is on boosting growth in
England’s peripheries, the government
seems more likely to diverge from EU state-
aid rules than from social, environmental
and labour protections. Mr Johnson has
put the creation of ten “freeports”, that for
customs purposes are legally outside Brit-
ain, high on the agenda. Freeports can offer
zero tariffs, low taxes and loose regulation.
America has 250 free-trade zones. The EU
claims to have 85 customs-free zones butin
reality there isn’t much to them. Mr Sunak
says EU single-market regulations and
state-aid law have stopped Britain from us-
ing such zones properly. “The EU makes it
very hard to make them seamless and real-
ly exciting,” he says.

Going free range

The biggest arguments are going to be
around fisheries (see box) and agriculture.
Farmers and fishermen, who voted enthu-
siastically for Brexit, make up a tiny pro-
portion of GbP—0.6% and less than 0.1%
respectively—but their travails will loom
large: Scarry’s Law, formulated over a de-
cade ago by this newspaper and named
after Richard Scarry, a children’s illustra-
tor, states that politicians mess at their per-
il with groups that feature in children’s
books—farmers, fishermen, train drivers
and suchlike.

The EU’s approach to farming is unpop-
ular among an impressively wide range of
people. Some dislike the fact that the com-
mon agricultural policy (cAp) has shov-

elled vast subsidies to a tiny sector, many of
whose members are landed gentry; others
that it depresses the price of agricultural
products, thus impoverishing developing
countries. Environmentalists regard auto-
matic payments for agricultural land as an
incentive to clear wildlife habitats and cut
down trees. Farmers dislike the EU’s tight
rules on the use of pesticides.

The government’s new agriculture bill
proposes public subsidies for farmers who
promote public welfare. They will in future
be paid for things like improving animal
welfare and air and water quality. But their
future looks uncertain. Within the EuU,
farmers benefited from the power of the
French agriculture lobby, which ensured
that tariffs were high and the cAp swal-
lowed up more than a third of the EU’s bud-
get. British farmers do not have that sort of
clout. Declining subsidy is not the only risk
they face: American farmers want access to
British markets for their chlorine-washed
chicken or hormone-filled beef. British
farmers fear that they may find themselves

Britain

sacrificed to the need for a trade deal.

Sectoral worries aside, surveys suggest
that business sentiment soared after the
election result. A cBI survey of manufac-
turers published on January 22nd reported
the biggest positive swing in confidence
since the poll was first taken in1958. Manu-
facturers’ absolute confidence level is now
as high as it was in 2014 when the economy
was emerging from recession.

This surge of animal spirits is down
partly to the defeat of a left-wing Labour
Party and partly to greater clarity about
Britain’s future relationship with the EuU.
Butitalso springs from a hope that the gov-
ernment will not just throw off EU rules,
but also improve the way it works with
business. “We've got to park the past and
make the best of what we’ve got,” says Sir
Roger Carr, chairman of BAE Systems, a de-
fence firm. The hardest part of Brexit—ne-
gotiating a full trading relationship with
the EU—is still to be achieved, but British
business appears ready to be bolder than
the pike. B

A scaly problem

Will fisheries be sold down the river again?

REXIT’S NEW freedoms resound espe-
B cially with fishermen who felt be-
trayed when Britain joined the common
fisheries policy (CFP) in1973, giving up
fishing rights to other European coun-
tries. Michael Gove, in charge of EU
negotiations, believes the cFp destroyed
his father’s Aberdeen fishing business.
The appeal of taking back control of
Britain’s fish post-Brexit, as Iceland did
inthe1970s, is strong.

Britain’s seawaters give it a strong
card. Yetitis notan easy one to play. One
reason is that fish have a pesky habit of
swimming across boundaries. Another is
catching and eating habits. Two-thirds of
the fish landed in Britain is exported,
mostly to the EU. But most of the fish
eaten in Britain is imported, mostly
caught (often by Brits) in EU waters.
Trade barriers would disrupt both sides.

Next are historic rights for EU coun-
tries, many of which long predate the
CFP. Some arise because EU businesses
bought British vessels and their quotas.
Removing these rights might entail
litigation and compensation. Also fish-
processing, which could face tariffs after
Britain leaves the cFp, has become a big
business in ports like Grimsby—and it
depends on the unfettered import and
export of fish caughtall over Europe.

The biggest problem is politics. Barrie
Deas of the National Federation of Fish-

Slippery cus:tomers

ermen’s Organisations says Britain
should follow Norway’s example by
adjusting allowable catches in its favour
and settling quotas annually with the EU.
But he fears political polarisation. Ire-
land’s Leo Varadkar has suggested Britain
might have to give up control so as to get
better terms elsewhere. France’s Emman-
uel Macron has said that, if it rejects
open access to its waters, Britain will not
get a trade deal. Since fisheries account
forless than 0.1% of Britain’s GDP, com-
pared with 4% for cars or 7% for financial
services, fishermen may be right to worry
aboutbeing traded away once more.
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Immigration after Brexit

Points of departure

Britain’s new immigration system will
probably look quite like the old one

NE PHRASE has cropped up again and
Oagain in Britain’s migration debate
since 2005. That was the year Tony Blair,
running for his third term as prime minis-
ter, promised an Australian-style points-
based immigration system. As down un-
der, marks could be awarded for, say, qual-
ifications, linguistic ability or relative
youthfulness. The idea is popular on the
right, too: Nigel Farage, one of the archi-
tects of Brexit, often talks about it.

Britain’s membership of the European
Union meantsuch a scheme could never be
applied to all arrivals. Its rules allowed any
citizen of another member state to move to
Britain, regardless of their characteristics.
In some years, the bloc supplied most of
Britain’s newcomers. But Brexit changes
the calculus. Boris Johnson, the prime
minister, has promised to end freedom of
movement and reshape immigration. His
home secretary, Priti Patel, tasked the Mi-
gration Advisory Committee, an official
panel of wonks, to look to Australia.

Yet the committee’s report, published
on January 28th, is unenthusiastic. It em-
phasises that other countries with points,
like New Zealand and Canada, only use
them in parts of their immigration system.
The authors argue that the current system
for recruiting long-term workers from
abroad—under which non-European mi-
grants must have a job offer—already pro-
vides workers with the right skills, so there
is no need for additional filtering. Nor do
points-based systems guarantee the de-
sired type of migrant. The report explains
that when Britain used a similar approach
to recruit talented migrants from outside
the EU between 2002 and 2006, it awarded
high scores to those with a PHD, an MBA or
for GPs. But only 2.8% of successful appli-
cants had a PHD, 2.3% an MBA, and 0.5%
were GPs.

The committee essentially proposes
thatall applicants should be processed un-
der the current system for migrants from
outside the EU, with a few tweaks, includ-
ing allowing them to take up jobs that re-
quire the equivalent of A-level qualifica-
tions, not only degrees. Most potential
migrants would need a job offer with a
prospective salary above the bottom quar-
tile of the range for that role and above a
threshold for all eligible jobs, which would
fall by 15% to £25,600 ($33,300), to reflect
the broader range of eligible jobs. There
would be some exceptions to the thresh-

old, such as health-care workers. A points
system could be used to rank applicants
without a job for a separate visa for “excep-
tionally talented” people, which currently
admits several hundred migrants a year.
The committee acknowledges that
tighter restrictions on European immi-
grants would dent economic growth and
employment levels. Firms starved of cheap
labour would have to generate more from
existing resources, though the committee
expectsonly slightincreases in productivi-
ty. But the lower salary threshold would at
least make it easier to recruit non-Euro-
pean workers, says Ian Robinson of Frago-
men, a law firm. “It will mean less contort-
ing what a person is paid to fit the system.”
The government can choose to ignore
the report. Within hours of its publication,
it reaffirmed its commitment to introduce
a points-based system. But there is not
much time for big changes. A complex new
system would mean retraining Home Of-
fice staff and tweaking IT systems by the
time the transition period—during which
Britain and the EU apply the same rules—
ends in December. The government is
more likely to accept most of the commit-
tee’s recommendations but nevertheless
call it a points-based system. As Alan Man-
ning, the committee’s chair, writes, such
branding “is, forgive the pun, pointless”. B

Trade deals

Third country
stories

When Britain tries to strike trade deals,
it may find that small is beautiful

HE AMERICAN reaction to Britain’s deci-
Tsion to give China’s Huawei a role in its
5G network was a foretaste of the difficulty
of post-Brexit trade negotiations. Republi-
can senators said it would make a bilateral
trade deal more problematic.

Britain already has its work cut out sim-
plyreplicating existing EU deals with South
Korea, Mexico, Canada and others. The
numbers are not encouraging. Brexiteers
note that 90% of world growth will be out-
side the U over the next decade. Yet the
government’s own analysis finds that the
combined benefit of free-trade deals with
America, Canada, Japan, Australia and oth-
er big countries would add less than 0.5%
to GDP, a small fraction of what will be lost
through more trade friction with the EU.

Where to focus? America, the biggest
market for exports, is an obvious candi-
date. Until the Huawei decision the Trump
administration was positive about a quick
deal. Brexiteers like it as it would make it
hard to switch back to the EU. Yet America’s
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priorities of opening up food markets and
drug prices do not appeal to consumers (or
the government). A row over digital taxes
may also hamperadeal.

America requires any deal to lapse if its
partner negotiates with China, and Chi-
nese deals are one-sided. India is more pro-
mising, but its government is not trade-
friendly and it sees easier visas for Indians
as a precondition. Sam Lowe of the Centre
for European Reform think-tank points to
Japan, Australia and New Zealand as part-
ners that might set a template for other
deals. The government is keen on Japan,
though one concernis thatitcannotdo bet-
ter than the EU since the terms of the EU’s
deal requires it to get the same benefits.

Most politicians favour full free-trade
agreements. Yet Peter Mandelson, a former
EU trade commissioner, says FTAs don’t
come free, don’t cover all trade and take
ages to agree. So it may be sensible to focus
on removing specific barriers or on mutual
recognition. It may be easier to do this for
financial services with America than get a
full FTA. Liam Fox, a former trade secretary,
cites the removal of a Chinese tariff on
Northern Irish milk as an example.

Sectors matter too. Big companies can
deal with tariffs, trade and customs barri-
ers quite easily, but small firms find it hard-
er. Efforts to help them could pay divi-
dends. A new report from the UK trade
policy observatory at Sussex University
and the Federation of Small Businesses
proposes new information centres and hel-
plines specifically designed to encourage
small firms to cope with trade red tape.

Above all is the idea of looking at ser-
vices, not goods. Non-tariff barriers matter
more than tariffs, and they affect services
most. David Henig, a trade economist,
notes that services account for 80% of Brit-
ain’s GDP and 40% of its exports, a share
that is growing fast. Yet progress towards
freer global trade in services has been gla-
cial. America and Britain are, respectively,
the world’s biggest and second-biggest ex-
porters of services. Could they team up to
push greater liberalisation? H
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Bagehot | The English problem
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The Tories need to put the genie of English nationalism back in the bottle

REXIT IS A Rorschach blot into which everybody reads their
B own preoccupations; one of the few interpretations universal-
ly accepted is that it was a triumph of English nationalism. The
English voted in favour of Brexit by a big margin while the Scots
and Northern Irish voted against. The Welsh, who also voted in fa-
vour, did not play a large part in the campaign, which was run by
self-consciously English politicians: Jacob Rees-Mogg with his
double-breasted suits and Edwardian vowels; Nigel Farage with
his pintand fag; SirJohn Redwood and his excruciating attempt, as
Welsh secretary, to mouth the words of the Welsh national an-
them. The whole thing was saturated in English iconography, from
the flag of St George to the white cliffs of Dover.

If foreigners are confused by the distinction between English-
ness and Britishness, that is hardly surprising, because the confu-
sion is deliberate. For centuries, as the senior partner in “our is-
land story” in terms of both size and power, the English used
“England” as a synonym for “Britain”. J.R. Seeley, a great Victorian
historian, entitled his history of the British Empire, “The Expan-
sion of England”. George Orwell’s essay on the national mood dur-
ing the Blitz is “England, your England”. The Scottish and Welsh
put up with being marginalised because they did well out of em-
pire, industry and the Labour Party. It was when they stopped put-
ting up with it that English nationalism, too, grew teeth.

Although thanks to a combination of geography and religion
English nationalism has been around since Henry VIII declared
that “this realm of England is an empire” that didn’t have to bow to
a foreign pope, in its modern form it has been forged by three great
blows to the national psyche. The first was the loss of empire,
which lent it its dominant tones: an elegiac sense of loss of past
greatness and fury at power that has been wrongly snatched away.
The second is the rise of Scottish and Welsh nationalism, which
won the smaller nations parliaments. This not only made it im-
possible to keep using “England” to mean “Britain” but also gave
birth to the English question. Why should the Scots and Welsh
have a parliament and not the English? Why should England con-
tinue to subsidise such ungrateful satraps?

But it was Europe’s determination to transform itself from a
trading bloc into a political union that most infuriated the English

nationalists. Eurosceptics such as Sir Bill Cash were convinced
that Europe was bent on castrating Parliament and subordinating
English common law. Andrew Roberts, a Tory historian, published
a novel about the heroic struggle of the English Resistance League
against a European Reich that had renamed Waterloo Maastricht
Station and forbade women from shaving their armpits.

Euroscepticism and English nationalism proved self-reinforc-
ing. Mr Farage succeeded in distilling English nationalism into an
insurgent party, with the misleading name of UKkiP (he seldom
went north of the border) and the revealing slogan “we want our
country back”. The three and a half years of parliamentary stale-
mate after the referendum result further stoked the fires of English
nationalism. The Daily Mail summoned all the fury of Middle Eng-
land against “traitors”. Mark Francois, the Captain Mainwaring of
the European Research Group of Mps, railed against Germans on
television. Mr Rees-Mogg talked of “vassalage”.

Inits new form, itis a dangerous concoction. It has destabilised
geopolitics by robbing the EU of one of its biggest members. It has
divided the British Isles and exposed constitutional problems that
wise statesmen have done their best to conceal. Britain has always
been a peculiar multinational kingdom because one of its compo-
nent parts, England, accounts for 84% of its population and more
than 85% of its income. Brexit has thrown this contradiction into
sharp relief and revealed growing weariness with the union. In
2018 a poll showed that three-quarters of Tory voters would accept
Scottish independence and the collapse of the Northern Ireland
peace process as a price for Brexit.

For Scottish nationalists, the fact that Scotland voted to remain
constitutes irresistible grounds for holding another referendum.
If the government agrees to one, they might well win, particularly
given that Britain’s reckless decision to leave the EU has neutral-
ised the Unionists’ strongest argument, economic prudence; if it
doesn’t, the belief that they were dragged unwillingly out of the EU
will continue to fester. In Ireland the Unionists feel betrayed by
Boris Johnson'’s decision to, in effect, put the border in the Irish
Sea. That weakens Ulster’s links with the mainland at a time when
the demographic tide is turning against the Protestants.

The Tories need to repair the damage that their flirtation with
English nationalism has caused. This means folding English na-
tionalism into the wider carapace of British nationalism and forg-
ingabroader patriotism that can appeal to all sides of the Brexit ar-
gument. The party brings some distinctive resources to this battle.
The Conservatives’ commitment to the Union is enshrined in its
official name, the Conservative and Unionist Party. Mr Johnson is
loved by provincial Tories but was a successful mayor of London.
He demonstrated that there was no contradiction between hang-
ing on a zip wire waving tiny Union flags and reaching out to eth-
nicand sexual minorities. The governmentis already mulling over
a host of projects designed to bring a fractured United Kingdom
back together: embracing a global and forward-looking version of
Brexit; making the border in the Irish Sea as invisible as possible;
devolving power to the English regions. But none of this will work
if the Conservative Party does not return the more bellicose advo-
cates of English nationalism—Rees-Mogg, Francois, Cash and
their ilk—to the obscurity from which they came.

Noisy English nationalists are enjoying their moment of tri-
umph this weekend with “Independence Day” shenanigans on the
white cliffs of Dover. Mr Johnson must make this their last hurrah
and engage in his greatest piece of political alchemy to date: turn-
ing English nationalism back into British patriotism. H
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Donald Trump'’s peace plan

The sound of one hand shaking

BEIRUT AND JERUSALEM

The president’s proposal may not bring peace, but it could still have a lasting

effect on the conflict

OR MONTHS they said the timing was
Fsimply wrong. Members of the Trump
administration, led by the president’s son-
in-law, Jared Kushner, worked for two
years on a plan to solve the decades-old
conflict between Israel and the Palestin-
ians, finishing last year. Then they waited
foran opportune moment to release it.

On January 28th that moment arrived.
Never mind that Israel was headed for its
third election in less than a year, with a
prime minister, Binyamin Netanyahu, fac-
ing trial for bribery, fraud and breach of
trust. Or that, while Donald Trump un-
veiled the plan at the White House, sena-
tors at the other end of Pennsylvania Ave-
nue listened to arguments in his
impeachment trial. Or that the Palestinians
had not spoken to America in two years.

The plan Mr Trump’s administration
presented was unexpectedly detailed, with
more than 50 pages of proposals and maps.
Butasablueprint for a two-state solution it
was dead on arrival. It would not give the
Palestinians a sovereign state immediate-
ly; that might come only later, after they
built a government that satisfied both Is-

rael and America. They would retain only
about 75% of the West Bank, divided into
three cantons linked by highways; a tunnel
would connect it to Gaza, and to two re-
mote plots of land in the western Negev
desert swapped in exchange for Israeli
settlements, which would remain in place
(see map on next page).

This land is your land

Israel would keep control of the Jordan val-
ley and most of Jerusalem. The Palestinian
capital would be established in a few grim
neighbourhoods, such as Abu Dis and
Shuafat, that sit on the other side of a hulk-
ing concrete separation barrier. No Pales-
tinian refugees would be allowed to return
to Israel, only to Palestine or unnamed
Muslim countries that would accept up to
50,000 each. Israel would commit not to
build new settlements in the land allocated
for a future Palestine for four years; in re-
turn, though, itreceived an implicit Ameri-
can recognition of its claims to the rest of
the West Bank. Mr Netanyahu declared that
Mr Trump was “puncturing this big lie”
that Jewish settlements in the West Bank
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were illegal. His cabinet may begin voting
in early February to annex some of the
American-allocated land.

The Palestinians rejected the proposal
outright. It will end up “in the dustbin of
history”, says the president, Mahmoud Ab-
bas. His reaction should be no surprise.
Thereis much to criticise about the decrep-
it Mr Abbas, now in the 16th year of what
was meant to be a four-year term. But no
Palestinian leader could accept a deal that
in effect cedes Jerusalem and relegates his
people to further statelessness. Far from a
good-faith effort to solve the conflict, Mr
Trump’s plan was a sop to hawkish ideo-
logues in Jerusalem and Washington.

Perhaps it was never meant to be more.
On March 2nd Israelis will go to the polls
again. The previous two elections, in April
and September, left Mr Netanyahu without
a majority for his coalition of right-wing
and religious parties. By presenting the
plan now, so close to the vote, Mr Netanya-
hu’s American backers hope it will domi-
nate the campaign and energise his Likud
base. He seems to need the help: polls so far
show a slow but continuing erosion of his
support. Hours before the plan was un-
veiled, Israel’s attorney-general filed for-
mal charges against the prime ministerina
Jerusalem court.

Over the next five weeks Mr Netanyahu
will use the plan as his main platform (and
a welcome distraction from his legal trou-
ble). His allies are pushing for a swift vote
on annexing parts of the West Bank. “What

is postponed until after the election will »»
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» never happen,” says the defence minister,
Naftali Bennett. But legal concerns may
slow the process: the cabinet plans to ask
the attorney-general if an interim govern-
ment can approve such a drastic step. (Mr
Kushner hopes Israel waits until after the
election.) The cabinet cannot vote on im-
plementing the full Trump plan, because
that calls for relinquishing territory, which
under Israeli law requires a referendum.

Regardless of the delays, mere talk of
annexation could benefit Mr Netanyahu
politically. His main challenger, Benny
Gantz, ran on a vaguely centrist platform in
the past two elections, absorbing parts of
Israel’s “peace camp”. That won him a plu-
rality of seats in September, but he too
failed to form a coalition. In recent weeks
he has moved sharply to the right, hoping
to attract disgruntled Likud voters. Mr
Gantz says he too would implement the
Trump plan. Some members of his Blue
and White party are more cautious. If they
balk at annexation, Mr Netanyahu will
paint them as weak and unpatriotic, liable
to miss a “historic opportunity” that he lik-
ens to David Ben-Gurion’s decision in 1948
to declare Israel’s independence.

The Palestinians see all this not as an
opportunity but a disappointment, one
both historic and predictable. For a time
they were guardedly optimistic about Mr
Trump. Despite his pro-Israel campaign
rhetoric, some Palestinian officials hoped
an unconventional president might take
anunconventional approach to diplomacy.
His special envoy at the time, Jason Green-
blatt, held a well-received listening tour of
the West Bank in 2017, meeting Palestinian
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leaders and ordinary citizens.

But the relationship suffered a lasting
rupture in December 2017, when Mr Trump
broke decades of precedent and an-
nounced that he was moving America’s
embassy from Tel Aviv to Jerusalem. The
Palestinians claim part of Jerusalem as
their future capital; most countries keep
their embassies in Tel Aviv, arguing that to
do otherwise would prejudge the status of
the city. The following year Mr Trump
closed the Palestinian diplomatic mission
in Washington. He has also cut all Ameri-
can aid to the Palestinians. Relations have
not been this bad since 1987, when America
labelled the Palestine Liberation Organisa-
tion a terrorist group.

Mr Kushner and his aides did not seem
to mind; they came to view the Palestinians
more as a nuisance than a negotiating
partner. Their plan would impose immedi-
ate costs on the Palestinians, with the
benefits (such as a proposed $28bn in aid,
none of which has yet been pledged) com-
ing years, perhaps decades, in the future.

Instead they proposed an “outside-in”
approach: encourage other Arab states to
embrace the plan, then hope they would
press the Palestinian leadership to accept
it. This was always a far-fetched idea. Jor-
dan has rejected the plan. The Gulf states,
which have worked hard to court Mr
Trump, will not want to anger him by pub-
licly criticising it. Ambassadors from Bah-
rain, Oman and the United Arab Emirates
attended its release (Saudi Arabia was nota-
bly absent). But they are unlikely to do
much to promote a proposal that the Pales-
tinians have so firmly rejected.
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On the eve of his inauguration, Mr
Trump expressed almost preternatural
confidence in his son-in-law, a property
developer with no diplomatic experience.
“If you can’t produce peace in the Middle
East, nobody can,” he told Mr Kushner. Per-
haps no one can. Mr Kushner is unlikely to
bring peace, but his plan may still bring
lasting change. If Israel annexes large parts
of the West Bank, it will be all but impossi-
ble for the Palestinians to establish a viable
state. The two-state solution, on which de-
cades of American peacemaking had been
built, has long been a fading dream; it
would finally be buried. Mr Trump may yet
go down in history, not for making a deal,
but for making one impossible. &

Iraqi politics

Sadder and Sadr

The country’s most turbulent cleric
stakes his claim to power

HE HENCHMEN of Muqtada al-Sadr,

Iraq’s most capricious—and perhaps
most powerful—cleric, not only participat-
ed in the anti-government protests that
have rocked Baghdad and other cities for
months, they defended them. Others who
joined the demonstrations stood a good
chance of being frisked by Mr Sadr’s men,
who looked out for troublemakers. Togeth-
er with the mainly Shia crowds they de-
manded a new political system, one not
dominated by a small elite, and a fairer dis-
tribution of the country’s oil wealth.

But on January 25th Mr Sadr ordered his
followers to withdraw, blaming the hostile
behaviour of the protesters towards his
men. A crackdown on the protesters who
remained appeared imminent. Over 600
people have been killed since the unrest
began in October. As expected, the police
cleared the streets in some cities. The pro-
testers, though, have not gone home. There
are more now.

With Mr Sadr throwing his weight be-
hind the establishment, Iraq’s battle lines
are clearly defined. The politicians and
clerics who champion Shia political Islam,
and who are backed by Iran, face protesters
calling for a secular, non-sectarian govern-
ment free of [ranian influence. The resultis
stalemate and stagnation. Adel Abdul-
Mahdi, the prime minister, resigned last
year, but he carries on as a caretaker (un-
constitutionally, say some). The ruling par-
ties have mulled many possible succes-
sors. Each name elicits guffaws from the
crowds in the street.

Mr Sadr hopes to fill the post with a loy-

alist. Ever since America toppled the dicta- »»
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» torship of Saddam Hussein in 2003, the
clerichas sought power. He styles himselfa
local hero who endured American sanc-
tions and Saddam, while other elites lived
the high life abroad. That has given him
clout on the street, which he occasionally
cashes in for a seat at the table. In 2016 he
led alarge rabble that occupied parliament.
Last year the political bloc that he leads,
called Sairoun, won the most seats in par-
liamentary elections.

Mr Sadr is also eyeing two other impor-
tant positions. The commander of the Pop-
ular Mobilisation Force (PMF), Abu Mahdi
al-Mohandis, was killed in the American
drone strike on Qassem Suleimani, Iran’s
top commander, on January 3rd. The PMF
co-ordinates Iraq’s powerful Shia armed
groups; Mr Sadr would like to control it. He
has been meeting PMF commanders. Last
month he made a show of his strength by
recalling his Mahdi Army.

But the post he most covets is head of
Iraq’s clergy. Currently Grand Ayatollah Ali
al-Sistani, a respected 89-year-old, sits
atop the clerical establishment. Mr Sadr,
half his age, has had a go at him before. The
Mahdi Army seized the holy city of Najaf,
the seat of Mr Sistani, in 2004—until Amer-
ica’s army forced it out. Today followers of
Mr Sadr predict he could mount a theologi-
cal challenge. Though just a hujjat al-islam,
or junior cleric, he has spent over a decade
in the cloisters of Qom, Iran’s clerical capi-
tal, improving his scholastic credentials
and ties with Iran’s rulers.

Mr Sadr may hope to become Iraq’s ver-
sion of a supreme leader. But it will be a
bumpy ride to the top. Some in his ranks
seethe at his betrayal of the protesters.
Sheikh Asaad al-Nasari, a close associate,
declared he would remain on the street.
The protesters, for their part, detect disar-
ray in the governing ranks. They sound em-
boldened. “Without Suleimani the militias
are sheep withouta shepherd,” says Faiqal-
Sheikh Alj, a liberal parliamentarian who
claims to be the protesters’ choice for
prime minister. He wants American forces
to stay in Iraq to keep Iran out.

Both sides hope to exhaust the other,
but they might end up exhausting ordinary
Iraqis. Business is grinding to a halt. With
oil prices low, the budget deficit is widen-
ing. Fears are mounting about the govern-
ment’s ability to pay salaries. Meanwhile,
President Donald Trump threatens to seize
Iraq’s foreign assets and impose sanctions
if the government persists with its request
for American troops to leave. He has al-
lowed Iraq to bypass American sanctions
on Iran and buy its gas and electricity. The
waiver expires in mid-February. It might
not be renewed, particularly if militias
continue to lob rockets at America’s em-
bassy in Baghdad, as they did on January
26th. Iraq is desperate for some calm. But
continued unrest is more likely. B
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Why wait for death?

KISIIZI1
How a Ugandan hospital delivers health insurance through burial groups

SICK PERSON would once have to sell

land or cows to pay hospital bills,
says Owen Orishaba, a teacherin the
Kigezi highlands of Uganda. But now “a
goat can solve your problem.” Four years
ago he joined a community health-insur-
ance scheme managed by Kisiizi Hospi-
tal, a church-run institution. With
45,000 members, it is the largest of its
kind in the country. Its success illus-
trates a wider truth: to deliver services to
poor, rural people, begin with the sys-
tems they have built themselves.

In principle, Ugandans can get free
health care at public clinics. In practice,
government health centres are short of
money, medicine and staff. The state
accounts for only 15% of health spend-
ing, with another 42% coming from
donoraid. Almostall the rest comes
straight out of people’s pockets at private
or faith-based facilities. Uninsured
patients sometimes run from their beds
to evade bills, says Moses Mugume, an
administrator at Kisiizi Hospital. Even as
he talks, a tearful woman, who is notin
the insurance scheme, is brought into his
office after being caught doing so.

How to reduce the burden on patients
while generating steadier funding for the
hospital? The answer lay in the hills. For
generations, villagers had carried the
sick down from the steep slopes and
thick banana groves on an engozi, a
stretcher made from vines and bamboo.
They also pooled their savings to cover
burial costs and to support bereaved
relatives. As Mr Mugume tells it, the
hospital went to these informal societies
and asked them a question: “Why do you
wait for death to occur? Why don’t you

prevent death?”

In1996 the hospital began enrolling
engozi groups in health insurance. Group
leaders register members and collect
premiums, which range from 11,000 to
17,000 shillings ($3-4.50) per person a
year. Members make a small co-payment
to access services, such as 3,000 shillings
for a basic examination or 40,000 shil-
lings to deliver a baby. Chronic condi-
tions are not covered, to keep costs
down. Group enrolment is a way to enlist
the strong alongside the sickly.

The impacts are not just financial.
Patients with insurance are less likely to
be admitted to hospital than those with-
out. Thatis because they show up earlier,
when their conditions are more easily
treated. A study by Emmanuel Nshakira-
Rukundo and colleagues at the Universi-
ty of Bonn estimates that child stunting
falls by 4.3 percentage points for every
year thata household is in the scheme.

The cost still puts off the very poorest.
Only about a quarter of the hospital’s
patients are insured. But Kisiizi shows
the potential to build on institutions
which, as Mr Nshakira-Rukundo puts it,
“emanate from a place of social sol-
idarity”. In neighbouring Rwanda five-
sixths of the population are enrolled in
state-run health insurance delivered
through local groups. By contrast the
Ugandan government’s plan for a nation-
al health-insurance scheme, currently
before parliament, says little about
community models. Schemes like that at
Kisiizi could continue alongside state
initiatives, says Walimbwa Aliyi, a health
official, but are too thinly spread to be
the basis for it.
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Locusts in Africa

Severe swarms

East Africa is reeling from an invasion of pests

((y ET MY PEOPLE go, so that they may

worship me. If you refuse to let them
go, [ will bring locusts into your country to-
morrow.” So said God, rather vengefully, ac-
cording to Moses and Aaron. But although
the locust infestation wreaking havoc on
east Africa is of biblical proportions, it is
not a portent of end times, said experts ata
press conference in Nairobi this month.
Still, the finger-length bugs spell big trou-
ble for the countries most affected.

It is the worst locust invasion in de-
cades for Kenya, Ethiopia and Somalia. One
enormous swarm, recently over north-
eastern Kenya, contains nearly 20obn of
the creatures and occupies a space in the
sky three times the size of New York City.
There are dozens of swarms in Kenya alone.
And the UN’s Food and Agriculture Organi-
sation (FAO) warns that the number of lo-
custs could increase 500-fold by June,
when it is hoped that drier weather will
check their spread.

The insects eat a lot. A swarm the size of
Paris consumes the same amount of food
in one day as half the population of France.
Crops such as millet, sorghum and maize
are a big part of their diet, making life even
harder for the 12m or so people in Ethiopia,
Kenya and Somalia who are already hungry
(see map). Northern Uganda and South Su-
dan are also at risk; swarms are just 200km
away and moving fast.

Tempting as it may be to blame God,
there are more obvious culprits. The
swarms were first noticed a year and a half
ago in the Arabian peninsula. Last July the
FAO warned that they “could migrate from
Yemen in the autumn to the Horn of Africa
and reach Kenya by the end of the year, un-
less urgent preventive and control mea-
sures are established in the region.” They
weren’t. The organisation appealed to rich
countries for funds to contain the bugs. But
little cash arrived.

Soon the locusts had reached Ethiopia,
where some farmers lost their entire crop.
In September the government there asked
the Fao for help in raising $2m to control
the pests. By November they were asking
for $6m. Again, little arrived. As the
swarms reached Kenya this month, the uN
appealed for $7om to pay for, among other
things, the aerial spraying of insecticide in
east Africa. The cost of containment may
yet prove higher.

Killing the bugs early is vital. Locusts
live for just three to five months, but they

Let us spray

multiply quickly. In favourable conditions
each generation will beabout 2o times larg-
er than the last. Tracking them gets
tougher, too. Swarms can travel 150km in a
day. But they can be managed with surveil-
lance and spraying, particularly if they are
doused when still young and hopping, and
before the population booms. At that stage
spraying from cars or on foot can be rea-
sonably effective.

fri Desert locust outbreak
East Africa August 2019-January 2020
EGYPT W Infestation <= Potential spread

Source: FAO (February)
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Early action is also cost-effective. The
last big locust crisis, in north-west Africa,
lasted from 2003 to 2005 and caused an es-
timated $2.5bn worth of damage to har-
vests. Getting it under control cost almost
$60om, with donors footing much of the
bill. That is enough to cover preventive
measures in the same region for 170 years,
say experts.

But prevention does not attract much
funding. “This is a Catch-22,” says Keith
Cressman, the Senior Locust Forecasting
Officerat the FAO. “Donors are interested in
funding big emergencies, big problems.”
And governments, unlike locusts, move
slowly. In rich countries insurers often
press governments to take preventive ac-
tions. In Africa few farms are insured, so
there is less pressure. Once the swarms
take flight, affected countries often lack
the capacity and expertise to control them.

Preventive measures have also been
hindered by conflict in Yemen and Soma-
lia, where gaining access to some areas for
spraying was deemed too dangerous.
Meanwhile, extreme weather has given the
locusts six legs up. Last year there were
eight cyclones over the northern Indian
Ocean, the most since 1976. These brought
heavy rains to parts of the Arabian Peninsu-
laand Horn of Africa. The resulting vegeta-
tion gave the insects plenty to munch on.

As the planet warms, climate models
suggest that the weather in the Horn of Af-
ricawill become less predictable, making it
harder to anticipate locust infestations.
That seems all the more reason to invest in
tracking and control measures, and to
make sure that action is taken quickly. Sev-
eral international organisations are build-
ing systems that trigger the release of aid
from an existing pot when forecasts of
drought, another bane of east Africa, grow
dire. The same could be done to stop lo-
custs before they get off the ground.

Food insecurity, January 2020
M Emergency M Crisis
Minimal No data

-ﬁ Source: USAID, FEWS NET
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The presidential primaries

- -‘f"f

Who will be Donald Trump’s most

forceful foe?

WASHINGTON, DC

Data suggest that one Democratic candidate would do better than others against

the president in November

EMOCRATS CAST their first votes in this
Dyear’s presidential primaries at caucus-
es in Iowa on February 3rd. Their ultimate
goal is to nominate a candidate who can
beat Donald Trump in November. That will
not be easy. Despite much political tumult
and an impeachment trial, the president
still has a clear path to re-election.

Mr Trump is unpopular in national
polls. Yet he is a stronger candidate than
headline figures suggest. His approval rat-
ings have hovered around ten percentage
points below his disapproval ratings. Al-
though since 1950 such an unpopular pres-
ident has never won re-election, the his-
torical relationship between a president’s
approval and his share of the two-party
vote suggests Mr Trump should still win
about 49% of votes cast for Democrats and
Republicans in November. The economy
may help. The Federal Reserve forecasts
GDP to grow by about 2% this year. Such an
increase has been associated with past
presidents winning about 50% of the vote.

Of course the electoral college, not the
popular vote, determines who wins. Here,
too, Mr Trump has an advantage. Because
pivotal midwestern states such as Wiscon-
sin and Michigan lean slightly more Re-

publican than the nation as a whole, The
Economist’s analysis of polling data sug-
gests Democrats need to win the popular
vote by about two-and-a-half percentage
points to win the White House.

Democrats have thus placed a premium
on selecting a candidate able to beat Mr
Trump. Yet they disagree over who is best
placed to do so. Candidates such as Eliza-
beth Warren and Pete Buttigieg have been
atsome points boosted and dogged by such
questions of so-called “electability” over
the course of the campaign. Joe Biden and
Bernie Sanders have emerged as the top
contenders in polls, their support elevated
among working-class whites—the voters
who swung rust-belt states toward Mr
Trump and are likely to decide the election
in November. But the two candidates’ elec-
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toral strategies differ significantly.

Mr Biden has taken the more traditional
approach. In his view, Democrats will win
by wooing back white working-class voters
in midwestern states who deserted the
party in 2016, while keeping black voters’
support. Mr Sanders hopes his populist
message will resonate with disaffected
Democrats, working-class voters and the
young. Who is right? New political-science
research and polling data suggest a moder-
ate candidate popular with working-class
whites would be best poised for victory.

Studies have found that ideologically
extreme candidates can hurt a party’s per-
formance. Andrew Hall and Daniel Thomp-
son of Stanford University found that more
extreme candidates for the House of Repre-
sentatives between 2006 and 2014 in-
creased turnout in their party, but galva-
nised the other party’s voters by four to ten
percentage points more. Christopher War-
shaw, a political scientist at George Wash-
ington University who has carried out sim-
ilar studies, reckons that moderates hold
similar advantages in presidential races.

Mr Trump may have benefited from this
dynamicin 2016. According to the Co-oper-
ative Congressional Election Study (CCES),
a 65,000-person poll overseen by Harvard
University, voters thought Hillary Clinton
was about twice as ideologically extreme as
Mr Trump in 2016. This was due largely to
his embrace of some positions considered
unorthodox for Republicans, such as de-
fending Social Security and Medicare.

Here, Mr Biden looks strong. YouGov'’s
polling reveals that Americans view him as

the most moderate Democrat, on average.
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» They perceive all the other major Demo-
cratic contenders as more extreme than Mr
Trump (see chart).

Mr Trump’s support from racially con-
servative whites may also help him. In an
article published in 2019, Tyler Reny of
UCLA, Loren Collingwood of the University
of California, Riverside and Ali Valenzuela
of Princeton University conducted a study
of the cceEs datatoanalyse thelink between
voters’ self-professed attitudes towards ra-
cial minorities and their voting behaviour.
The authors found that “white voters with
racially conservative or anti-immigrant at-
titudes” switched votes to Mr Trump at a
higher rate than those with more liberal
views on these matters.

Mr Biden could win back some of these
people. Alexander Agadjanian of MIT stud-
ied the attitudes of nearly 3,000 Democrat-
ic voters and found those with “racially re-
sentful” views—disagreeing, for example,
that slavery and discrimination have made
progress difficult for African-Americans—
were 27 percentage points likelier to vote
for Mr Biden than for his opponents.

Mr Trump also benefited in 2016 by
attacking economic and political elites.
Justin Grimmer and William Marble of
Stanford studied the attitudes and turnout
of different voting blocs, finding that pov-
erty and low educational achievement—
proxies for the lower rungs of America’s
class hierarchy—were associated with
higher support for Mr Trump. According to
their analysis, low-income white people
living in closely contested states were
more than ten percentage points more like-
ly to vote for Mr Trump than for Mr Rom-
ney. They found that voters who had
dropped out of high school were both
around 20 points more pro-Republican
and more likely to turn out in 2016 than in
2012. Polling data suggest that poorer
Americans are likelier to harbour resent-

B
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ment toward political leaders. They may
have been attracted to Mr Trump’s anti-
elite messaging.

This presents Mr Sanders with his big-
gestadvantage. Mr Biden’s history in Wash-
ington may evoke the same rage against
elites as Mrs Clinton did in 2016. Despite
years in the Senate, Mr Sandersis seenasan
outsider and working-class champion. He
may be less off-putting to voters looking
foracandidate to reform Washington.

The proofis in the polling

This research suggests, then, that Mr Biden
could perform better than his competitors
against Mr Trump. He is more moderate
than Mr Sanders, so both more likely to at-
tract swing voters and less likely to moti-
vate Republicans to vote against him. His
strength with both black and racially con-
servative white voters could make a big dif-
ference in swing states. Recent polling
from the New York Times and Siena College
suggests that 6% of the electorate would
vote for Mr Biden—but not for Elizabeth
Warren—against Mr Trump.

His advantage is evident in polls. Ac-
cording to The Economist’s analysis of pub-
licly released polling data, Mr Biden per-
forms better against Mr Trump than his
competitors, nationwide and in swing
states. Although polls of the general elec-
tion conducted this early before a contest
are not perfect, they are still helpful.

Mr Biden is not faultless. He is unin-
spiring on the stump and in debates. His
Washington ties may inspire resentment
from voters sceptical of elites. His candida-
cy would also represent a safety-first strat-
egy for the Democrats at a time when many
in the party desperately want to push a
much more progressive economic, racial
and social agenda. Yet forall that he still ap-
pears to be the Democrats’ best optionina
contestagainst Mr Trump. B

Democratic margin* v Donald Trump in selected swing-state and national polls, 2019-20, %
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The politics of gender

Changing states

WASHINGTON, DC
Local lawmakers seek to ban medical
interventions for transgender children

AMES YOUNGER'S mother believed he
J should wear dresses and grow his hair
long because he considered himself a girl.
His father claimed the seven-year-old was
perfectly content with trousers, short hair
and being a boy. Almost every detail of the
couple’s vicious custody battle was fought
over their child’s gender identity. After his
mother won, culture warriors piled in.

Ted Cruz, a senator from Texas, said the
child was “a pawn in a left-wing political
agenda”. A host of Republican politicians
shared posts from a #ProtectJamesYounger
social-media campaign. In October a judge
awarded James’s parents joint custody, bar-
ring them from speaking publicly about
the case. Since then its effects have rippled
beyond one unhappy family. Lawmakers in
a number of states say the Youngers' row
has prompted them to try to pass laws ban-
ning medical interventions that bring
transgender children closer to the sex with
which they identify.

On January 29th South Dakota became
the first state to vote for such a bill in its
lower chamber. It needs to be approved by
the Senate and governor to become law. At
least five others have drawn up bills which
would make itillegal to perform gender-re-
assignment surgery on children and to pre-
scribe puberty blockers and cross-sex hor-
mones for them.

The chief motivation of such lawmak-

ersis political. Some cite the Texan custody »
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» case as an inspiration for their bans. But no
seven-year-old child is prescribed puberty
blockers or undergoes gender-reassign-
ment surgery. To suggest as much—as
some right-wing commentators have—is
more rallying cry than reality check.

The danger of making trans rights an is-
sue in the culture wars is that it prevents a
discussion of the dangers of prescribing
blockers and sex hormones for children
who suffer from gender dysphoria, the dis-
tress caused by feeling that one’s sex at
birth and gender identity do not match.

Dataonall aspects of transgender medi-
cal interventions are poor. No one knows
how many children have been prescribed
these drugs. Little is known about how they
have fared since. But in the past decade
there has been a surge in the number of
children treated as trans. Clinics serving
them have mushroomed. In 2007 there was
one. Today there are perhaps 50. Waiting
lists at many are long and lengthening.

Anecdotal evidence suggests that stan-
dards of care have failed to keep pace. The
biggest concern is that children put on
blockers—first prescribed between the
ages of 9and 14 tosuppress theaction of sex
hormones—and later, testosterone or oes-
trogen, do not first undergo sufficiently
comprehensive evaluations.

Guidelines from the World Professional
Association for Transgender Health say
such interventions should follow “exten-
sive exploration of psychological, family
and social issues”. That seems elementary.
There is no medical test for gender dyspho-
ria. Research suggests that most children
who identify as the other sex eventually
grow out of it. They are also more likely to
suffer from anxiety and depression. Un-
tangling all of this and establishing wheth-
er a child is likely to go on feeling that they
are in the wrong body—a guess, at best—
poses significant challenges for children,
parents and their doctors.

Laura Edwards-Leeper, a professor of
psychology at Pacific University in Oregon
who helped found America’s first transgen-
der clinic for children in Boston, reckons
the “vast majority” of children on blockers
or sex hormones have not undergone
proper assessments. This, she says, is be-
cause of a shortage of mental-health pro-
fessionals with the necessary training and
the desire of doctors to provide care for a
group that has long been denied it.

This carries the obvious risk that pa-
tients will regret transitioning. No one
knows how many people fall into this cate-
gory. A small number of those put on block-
ers and sex hormones have since “detransi-
tioned”. The most outspoken among them
are lesbians who say that had they been en-
couraged to explore gender non-conformi-
ty—the idea, for instance, that women can
be butch—rather than transgenderism,
they would not have taken testosterone.

Others say mental-health problems caused
their gender dysphoria and cross-sex hor-
mones were prescribed as the solution.

A second, related problem concerns the
way blockers are sold to patients and their
families. Developed in the 1980s to treat
premature puberty, they have transformed
transgender health care since they were
first used for this purpose in the late 1990s.
Doctors attest that they save adolescents
who feel desperate about developing the
“wrong” sex characteristics from enor-
mous distress. Blockers can forestall more
traumatic interventions later: the removal
of breasts, or the shaving of an Adam’s ap-
ple. Their effects are largely reversible.
Doctors who prescribe them routinely re-
fer toblockers as a “conservative” measure.

Yet few children seem to step off the
treatment path that blockers set them on.
The great majority go on to sex hormones.
Given the inadequacy of many pre-treat-
ment evaluations, this seems unlikely to be
wholly the result of sound diagnoses.

Puberty blockers also have other side-
effects. Over time, they can affect bone
density. This means that doctors are keen
to move patients who want to continue
treatment onto sex hormones within a few
years. But many of the effects of these are
irreversible, including infertility. Paul
Hruz, an endocrinologist at Washington
University School of Medicine in St Louis,
says interrupting puberty may have other
harmful effects. A surge of hormones dur-
ing puberty may help put adolescents at
ease with their birth gender. Puberty block-
ers would prevent that process.

Few doctors worried by these problems
are prepared to speak about them openly.
That is unsurprising given how inflamma-
tory the issue has become. When Lisa Litt-
man, a professor of behavioural and social
sciences at Brown University, published a
paper in 2018 in which she noted that most
transgender children were teenage girls
with no history of gender dysphoria—a
phenomenon she called “rapid-onset gen-
der dysphoria”—she was denounced as
transphobic.

In such a polarised environment, bills
proposing blanket bans of puberty block-
ers are likely to be counterproductive. They
may push advocates for early intervention
to further extremes. A better approach
would be twofold. A neutral assessment of
the existing data on the use of blockers,
hormones and their effects would help pa-
tients and their families make decisions.
Most existing research has been underta-
ken by those working in the field. At the
same time, clinics should ensure that chil-
dren in transgender clinics undergo com-
prehensive mental-health evaluations.

For all this to happen there needs to be
anacknowledgment of the dangers of start-
ing children on often irreversible treat-
ments. At present, thatis unimaginable. |
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Vermont’s economy

The road not taken

MONTPELIER
As wages grow across America, one
state is left behind

OR YEARS after the global financial crisis
Fof 2007-09, America’s wage growth was
frozen. Earnings have recently been rising
at a faster rate. The latest figures point to
year-on-year growth of around 3% in nom-
inal terms. But not all states have shared
the gains. On both a per-hour and per-week
basis, Vermont has seen the weakest wage
growth of any state in the past decade, de-
spitearapid rise in the minimum wage and
low unemployment. Real wages remain
lower than they were when the last reces-
sion ended (see chart on next page). What
has Vermont got wrong that much of the
rest of America has got right?

Weak earnings growth is in part the pro-
duct of a relatively weak economy. In the
past decade Vermont’s GDP has grown at
two-thirds the rate of America’s. Critics
point to a mountain of red tape and regula-
tion. The state comes close to the bottom of
various indices of “economic freedom”
produced by libertarian think-tanks. These
may be rough and ready but, when it comes
to the regulation of land, small-govern-
ment types may have a point.

A recent working paper from the Bank
of England shows that in many parts of
Americabuilding houses has become more
difficult since the mid-2000s. Tough zon-
ing laws may partly be to blame. The pa-
per’s results suggest that it is now about as

hard to build in Burlington, the biggest city »

Why so slow?
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» in Vermont, as in San Francisco. Constrain-
ing Burlington’s growth weighs on the
economy. People find it hard to move there
because it is too expensive, so they are
stuck in less productive jobs elsewhere.

Yet it is wrong to blame Vermont’s wage
woes on policy alone. The state has raised
its minimum wage by 36% since 2009. The
higher pay floor has supported earnings at
the bottom—apparently with little nega-
tive impact on jobs. Vermont’'s unemploy-
ment rate is below America’s average. The
most important reason why Vermont has
missed out on wage gains may be the struc-
ture of its economy.

Low-paid folk have lately done fairly
well out of America’s labour market. Since
2015 the wages of high-school dropouts
have risen twice as fast as those of workers
with advanced degrees as firms in service
industries have competed for workers and
minimum wages have risen. Pay-packetsin
blue-collar jobs have also swelled. The
booming energy sector, in particular shale
oil, takes much of the credit for that. The
top five oil-producing states contributed
23% of America’s GDP in 2009, but have ac-
counted for 30% of countrywide GDP
growth since then.

Vermont’s minimum wage rises have
affected relatively few people, however.
And the state lacks blue-collar workers.
Highly educated but not high-income, it is
often seen as a destination for hippies try-
ing to get away from it all. Montpelier, the
capital, is bursting with hot-yoga studios
and shops selling “Eat More Kale” T-shirts.
Production of more traditional types of en-
ergy is scarce. In 2014 a big nuclear plant
closed. And the state produces no oil.

Could its wage growth pick up? If the
jobless rate continues to fall, complaints
about labour shortages are likely to get
louder. Activists are pushing for faster in-
creases in the minimum wage. But Ver-
mont is ageing rapidly. Meanwhile, one of
its big industries, education, faces growing
competition from other states. Like an en-
thusiastic yogi, Vermont’s wages could stay
floorbound for some time. &

The lowa caucus

The Economist February 1st 2020

Progressives’ dilemma

CEDAR RAPIDS AND FOREST CITY

Assessing the promise and appeal of Elizabeth Warren and Bernie Sanders

HE WEEK before lowans caucus is inev-
Titably frenetic. Candidates leave no
hand unshaken and no corner of the state
unvisited. Over bowls of (surprisingly deli-
cious) Spam risotto, Kurt Meyer, the Demo-
cratic Party chairman of three rural coun-
ties in northern Iowa, needs two hands to
count the candidates who have held events
at his lovely riverside home, near the Min-
nesota border and precisely nothing else.

Six days before the caucus, in the coun-
ty two west of Mr Meyer’s, a Bernie Sanders
house party felt like a quiet church revival.
The field organiser, referring frequently to
“this movement”, asked the roughly 15 peo-
ple attending to introduce themselves and
tell the rest of the room what attracted
them to Mr Sanders. More than half of them
praised his “authenticity” and “consisten-
cy”. A truck driver preparing to caucus for
the first time—like several others there—
said that Mr Sanders “campaigns on the
same principles every time..We can believe
what he’s saying.”

Two days earlier in Cedar Rapids, a rally
with Elizabeth Warren had the feel of a
policy seminar delivered by an enthusias-
ticteacher toan engaged crowd. Organisers
raffled off the right to ask questions. (They
were deeply on-brand: “When we call your
number, shout, ‘Persist!, and we’ll getyou a
microphone.”) After a stump speech about
her modest upbringing in Oklahoma, Ms
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Warren fielded questions about health
care, energy policy and her viability, giving
paragraph-length answers to each of them.
Like Mr Sanders, she railed against “the
most corrupt administration in history”.
Unlike him, she also praised capitalism
and free markets. For all the overlap be-
tween the two candidates, they differ
markedly in their strengths, appeal, go-
verning philosophies, bases of supportand
the implications of their success for the
Democratic Party.

Last autumn, Ms Warren nearly over-
took Joe Biden in national polls. But since
releasing her “Medicare for All” plan, she
has stumbled. Mr Sanders’s recent rise ap-
pears to have come at her expense. Still,
they have a pragmatic detente. While Amy
Klobuchar struggles to conceal her con-
tempt for Pete Buttigieg, and Kamala Harris
(now retired) kicked Mr Biden for opposing
school busing, Mr Sanders and Ms Warren
have consistently praised each other. They
realise thatif one falters, the other wants to
pick up those voters with as little lingering
bitterness as possible.

Although their voter pools overlap, they
are not identical. Ms Warren does better
among better-educated and older voters;
Mr Sanders leads the Democratic pack
among voters under 30, which explains his
campaign’s focus in Iowa on first-time cau-

cus-goers. Their support among black and »

Same side of the aisle, remarkably different styles
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» white voters is roughly similar. Mr Sanders
has a wide lead among Latinos, which au-
gurs well for his chances in Nevada and the
two biggest Super Tuesday prizes, Califor-
nia and Texas. Each is the top second
choice for the other’s supporters, though
there seem to be more Bernie-or-bust than
Warren-or-bust voters.

That mirrors their relationship with the
Democratic Party and politics more broad-
ly. Ms Warren was an apolitical Republican
before her work on bankruptcy pushed her
leftward. She has since won two elections
as a Democrat and worked closely with a
Democratic administration to create a new
federal agency, the Consumer Finance Pro-
tection Bureau.

Though Mr Sanders signed a pledge af-
firming that he is a Democrat in early 2019,
just one day earlier he filed paperwork to
run for Senate as an independent, which is
how he has successfully contested all 11 of
his federal elections. Though he aligns his
positions with the Democrats’ progressive
history, he calls himself a democratic so-
cialist. That makes many in the party ner-
vous. Although Republicans will call any
Democratic nominee a “socialist”, only
one—the guy who honeymooned in the So-
viet Union, and who has boasted, in de-
fiance of all electoral evidence, that Ameri-
cans “would be delighted to pay more in
taxes”—hangs the label on himself.

Asked how he plans to pass policies in a
divided government, Mr Sanders often
falls back on the rhetoric of revolution and
movement-building, as though holding a
few rallies in Kentucky—a state he is un-
likely to win—will either force Mitch
McConnell to negotiate or cause the scales
to drop from his eyes. This may be partly a
negotiating ploy. Ro Khanna, among his
staunchest congressional supporters, in-
sists that Mr Sanders “would take progress
over the status quo”, but believes “we
shouldn’t compromise with the process
before it’s even begun”.

Yet exciting people with talk of revolu-
tion and then leading them into political
gridlock risks creating a generation of dis-
affected voters. Ms Warren is also spoiling
for a fight, as she rarely fails to mention,
but she has a technocratic appeal that Mr
Sanders lacks.

Her message and style seem to be more
palatable to a broader swathe of Demo-
crats. Barack Obama recently warned that
America “is less revolutionary than it is in-
terested in improvement..the average
American doesn’t think that we have to
completely tear down the system.” Mr
Sanders and his supporters may disagree.
But rousing those least likely to vote while
alienating much of his own party—not to
mention the independents and disaffected
Republicans whom Democrats need to re-
take the White House—is a strategy with
unparalleled downside risk. |

The Supreme Court

Injunction
dysfunction

NEW YORK
The justices vote to allow a potentially
sweeping new immigration restriction

HE SUPREME COURT has often been a

friendly forum for Donald Trump’s ad-
ministration when its immigration poli-
cies have foundered in the lower courts. In
2018, thejustices blessed the third iteration
of Mr Trump’s ban on travel from predomi-
nantly Muslim countries. The next year
they allowed the president to move for-
ward with asylum restrictions and to divert
federal money for a wall on the Mexican
border. On January 27th the Supreme Court
voted to permita new wealth test for green-
card applicants while litigation on the mat-
ter continues.

The latest decision, like two of the other
three, splitthe justices 5-4. For13o years the
government could deny permanent legal
status to immigrants at risk of becoming a
“public charge”. But a rule that originally
barred only a handful of destitute immi-
grants could, under the revision an-
nounced last August, rope out hundreds of
thousands of immigrants. Those who are
deemed likely to need food stamps, Medic-
aid orhousing assistance over12 of the next
36 months—after considering family size,
English proficiency, credit score and in-
come, among other factors—would be inel-
igible fora green card.

Before the Trump administration could
implement the change on October 15th, it
was blocked in a federal district court in
New York. The move has “absolutely no
support in the history of us immigration
law”, Judge George Daniels wrote, and is

United States

“repugnant to the American dream”.

After an appeals court allowed Judge
Daniels’s injunction to stand, the Trump
administration asked the Supreme Court to
step in. The court granted the request with-
out comment. But Justice Neil Gorsuch,
joined by Justice Clarence Thomas, ex-
pressed frustration with the phenomenon
of district judges issuing injunctions that
apply universally across the country.

In his four-page statement, Justice Gor-
such noted that two circuit courts had lift-
ed similar injunctions against the revised
wealth test and that an injunction in Illi-
nois applied only to in-state green-card ap-
plicants. But Judge Daniels’s move, Justice
Gorsuch complained, involved “a single
judge” who “enjoined the government
from applying the new definition to any-
one”, anywhere, without regard to “partici-
pation in this or any other lawsuit”.

These injunctions “share the same ba-
sic flaw”, in Justice Gorsuch’s eyes, in that
they dictate how the government must
treat people “who are not parties to the
case”. Judicial interventions that have an
impact on everyone from coast to coast af-
fected by a government programme are
“patently unworkable” and sow chaos, Mr
Trump’s first Supreme Court appointee ar-
gued. He also characterised them as “a sign
of ourimpatient times”.

Howard Wasserman, a law professor at
Florida International University, agrees
with Justice Gorsuch’s reasoning but won-
ders why he chose this moment to attack
universal injunctions. Justice Gorsuch
probably would have opposed even a nar-
rower injunction, Mr Wasserman reckons.
Further, a more suitable case raising the
question will be before the court in the
spring. That case involves carve-outs to the
contraception mandate in the Affordable
Care Act, better known as Obamacare.

Mila Sohoni, a professor at the Univer-
sity of San Diego law school, speculates
that Justice Gorsuch’s missive may be de-
signed as a warning to judges “to be more
cautious in issuing such broad injunc-
tions” and an invitation to the Department
of Justice to keep up its “aggressive” efforts
against injunctive overreach.

But contrary to Justice Gorsuch’s claim
that the use of broad injunctions “has pro-
liferated only in very recent years”, Ms So-
honi’s forthcoming article in the Harvard
Law Review traces the practice back to the
19th century. It is not “some late-blooming
efflorescence of post-Warren Courtjudicial
hubris”, she writes. There is a debate to be
had regarding when universal injunctions
are appropriate, says Amanda Frost, a law
professor at American University, but it is
“almost laughable” to argue that they are
unconstitutional. Ms Frost says adminis-
trative law explicitly allows judges to in-
validate regulations “as to everyone, not
just the plaintiff”. m
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Lexington | Voting with their eyeballs

The biggest indictment of Donald Trump'’s sham trial is that most Americans have ignored it

OR METROPOLITAN trendsetters and the masses, the impeach-

ment trial of Andrew Johnson was the great event of 1868. The
Senate galleries were crammed for it, with “the most lovely as well
as the most distinguished ladies of Washington...in daily atten-
dance”, according to one record. Police officers meanwhile strug-
gled to control the crowds that heaved outside the Capitol, “contin-
ually asking questions, making appeals and muttering threats”.
Entering the Senate this week, by contrast, your columnist spotted
a single, lonely protester wearing a sign that read: “Donald Trump
is going to pee onyou.”

Considering the passions that the president stirs, for and
against, most Americans’ lack of interest in his trial may be its
most remarkable feature. The public gallery has been half-empty
formostofit. The few dozen anti-Trump protesters who have gath-
ered outside the Senate are nothing to the hundreds who flocked to
Justice Brett Kavanaugh’s confirmation hearing. The trial’s open-
ing two days drew a modest prime-time Tv audience of 7.5m. That
is similar to the audience for Bill Clinton’s trial, once an increase in
average viewership is factored in, though Mr Trump’s is taking
place in a far more feverishly politicised environment. It is also
more popular than Mr Clinton’s trial was. Only a minority of Amer-
icans thought Mr Clinton should have been impeached for lying
about sex; a small majority think Mr Trump should be sacked for
trying to extort personal favours from his Ukrainian counterpart.

Even Republican senators who denounce Mr Trump’s impeach-
ment as a “political sham”, in the phrase of James Inhofe of Okla-
homa, seem slightly piqued by the public’s disregard. Quizzed on
the thin showing in the gallery, the Oklahoman hyper-partisan
told one newspaper he was “really surprised...because this is kind
of historic”. He shouldn’t have been. The reason most Americans
find Mr Trump’s trial tedious is because they know how it will end:
with the president, though guilty—as even some Republicans ac-
knowledge in private—nonetheless acquitted by them.

A last-ditch wrangle—as this column went to press—over
whether Mitch McConnell might allow testimony from John Bol-
ton, a former national security adviser, would make that scarcely
less likely. It raises no prospect of the requisite 20 Republicans
joining the Democrats in a vote to remove Mr Trump. Immaterial

to the outcome, the kerfuffle is therefore mainly indicative of the
extent to which the Republican Senate leader has otherwise con-
trolled the trial and so predetermined its outcome.

Mr McConnell claims to have modelled it on Mr Clinton’s trial,
which relied almost exclusively on evidence sent up by the House
of Representatives. Yet the circumstances of the two trials are
quite different. The evidence against Mr Clinton was gathered dur-
ing a nine-month-long criminal probe, backed by a grand jury,
which allowed its investigators to secure the testimonies of nearly
a hundred witnesses, thousands of documents, and a sample of
the president’s blood. The evidence against Mr Trump consists of
an edited White House transcript of a phone call between him and
Volodymyr Zelensky, testimonies from the handful of mostly mid-
level officials who were prepared to defy the administration’s non-
co-operation order, and the president’s Twitter account.

Additional evidence against Mr Trump is available—including
a leaked account by Mr Bolton, first reported by the New York
Times, which appears to demolish the president’s defence. But, as
Mr Trump’s lawyers noted this week, it is inadmissible. Testimony
from the former national security adviser, a plain-speaker with a
grudge against Mr Trump and a book to sell, would be more infor-
mative—and probably fraught for some, such as Vice-President
Mike Pence, allegedly complicitin Mr Trump’s ruse. Yet a single ex-
plosive testimony would probably leave little mark on Mr McCon-
nell’s whitewash. The fact that a few moderate Republicans may
demand to hear from Mr Bolton should be understood in that con-
text. Were they also to request testimony from Mr Pence, half a
dozen other cabinet members and, naturally, the president, it
would look like a serious bid to uncover the truth and confront
their voters with it. Inviting only Mr Bolton, on the legally irrele-
vant basis that he is willing to testify, would look like virtue-sig-
nalling to the independent voters they fear to alienate.

It is of course no mystery why that is as much as they may be
willing to contemplate. To stand against the president is suicidal
in the Trump cult their party has become. Mr Bolton, a feared baby-
eating bogey of the left for over three decades, has already been de-
nounced on Fox News, his former employer, as a “tool for the left”.
It should also be acknowledged, as is so often the case, that while
Republicans may be setting new records for shamelessness, the
Democrats are not blameless either.

Chuck Schumer is also trying to extract political benefit from
the trial, by trying to force Republicans up for re-election this year
to make embarrassing defences of the president. Having largely
achieved this, some suspect, he may be quietly willing to bring the
trial to its inevitable conclusion rather than risk damage to his
party by prolonging it. In that case, neither party would be com-
mitted to its oath to try the president and hold him to account.

Running down the Capitol

No wonder Americans seem disengaged from the Senate trial. In-
deed, though you would not know it from the polished grandeur of
itsatriums, or the lofty bonhomie with which its members, of both
parties, still hail each other there, the Senate is an institution hur-
tling towards irrelevance. Its tradition of debate is long dead. Un-
der Mr McConnell, it barely passes bills; this Congress could be the
most unproductive in half a century. And meanwhile the populist
furies that propelled Mr Trump, and which he has done so much to
exacerbate, are not dissipating. Dissatisfaction with democracy
was reported this week to have increased by a third in America
since the1990s. It will have gathered more steam last month. B
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Poverty in Brazil

Left behind

BELAGUA, MARANHAO

A model anti-poverty programme has fallen on hard times

LAST YEAR Natalia Ribeiro sent her five-
year-old daughter to live with relatives
because she could not afford to feed her.
She had tried to sign up for Bolsa Familia
(Family Fund), a conditional cash-transfer
programme that supports millions of poor
Brazilians. That includes 80% of families
in Belagua, a town of 7,000 people in Mara-
nhdo, the poorest state. Ms Ribeiro should
have been a shoo-in. She has no income.
Her three children get regular health
check-ups and will go to school, she prom-
ises. That is a precondition for receiving
the monthly benefits, which start at 89
reais ($21). She has been waiting since May.
“I'want a better life for my little ones,” says
the 24-year-old, who has long eyelashes
like the baby in her lap and the toddler
playing with a piece of wood on the floor.
In June last year Brazil’s populist gov-
ernment, which had taken office five
months before, slowed the acceptance of
new beneficiaries and started cancelling

payments to existing ones. The number of
families admitted to Bolsa Familia has
dropped from 275,000 a month to fewer
than 2,500. The number receiving benefits
has fallen by 1m. The government says that
700,000 are on the waiting list, which may
be an underestimate.

To critics of Jair Bolsonaro, Brazil’s pres-
ident, thisis evidence of his indifference to
poverty. Mr Bolsonaro once called Bolsa Fa-
milia beneficiaries “ignorant wretches”. As
a candidate he tried to reassure them by
promising 13 “monthly” payments in 2019
(copying the Brazilian tradition whereby
formal workers get an extra month’s pay at
Christmas). His government did not bud-
get for that extra payment, however, so it

- Also in this section

43 Bello: Peru’s new congress

44 Where quipus still have a use

has had to cut the number of beneficiaries.

The economy minister, Paulo Guedes,
vows to fight poverty in a different way
from earlier, left-wing administrations.
While trimming Bolsa Familia, the govern-
ment is making much bigger cuts to spend-
ing that benefits prosperous Brazilians.
Smaller deficits and less debt will encour-
age economic growth by holding down in-
terest rates. That will create jobs, which are
better than handouts, Mr Guedes argues.

But the government’s treatment of its
flagship safety-net programme raises
doubts. Growth alone is unlikely to banish
poverty. Nor will it reduce inequality,
which has been stratospheric for over a
century. In 2018 the average income of the
richest 1% of Brazilians was 33.8 times that
of the poorest 50%, a ratio surpassed only
in Qatar. The Gini coefficient, another mea-
sure of inequality, was 0.53 in 2017, on a
scale where zero is perfect equality and 1
means that one person has all the income.
Among large democracies, only South Afri-
cadoes worse.

Itdoes not have to be this way. Brazil has
a big state. Taxes are a third of GDPp, about
the average for a rich country (which Brazil
is not) and farabove the Latin American av-
erage of 23%. The state’s hefty resources
could be used to lift up the poor. Public
pensions, welfare payments and other
transfers are a whopping 23% of Brazil’s »
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» GDP, even higher than in most rich coun-
tries. Butunlike in Europe, where taxes and
transfers greatly reduce inequality, in Bra-
zil they are “hardly redistributive”, says
Mansueto Almeida, the treasury secretary.
According to data compiled by the Univer-
sity of Pernambuco, in 2015 taxes and trans-
fers reduced the average Gini coefficient in
OECD countries from 0.47 to 0.31. In Brazil
they cutinequality by only half as much.

The reason is that handouts are skewed
towards the well-off. More than four-fifths
of Brazilian transfers are pension benefits,
compared with half in the European Un-

ion. Public pensions in Brazil are extremely
regressive: just 2.5% of the cash goes to the
poorest quintile, while the richest gets
more than half. That group also benefits
from tax loopholes not available to the
poor. Servants of the state, who earn more
than private-sector workers with similar
qualifications, are especially cosseted. Last
year a congressman billed taxpayers
157,000 reais for cosmetic dentistry. Some
judges earn more in a month than those in
rich countries make in a year.

Bolsa Familia, by contrast, goes directly
to the poor. Under Luiz Inacio Lula da Silva,

Peru and the difficulty of reform

A congressional election vindicates but doesn’t strengthen Martin Vizcarra

T WAS THE most popular thing any

Peruvian president has done inalong
time. Facing a serially obstructive con-
gress widely seen as defending corrupt
interests, in September Martin Vizcarra
decreed its dissolution. This was consti-
tutionally questionable and set a wor-
rying precedent. But in political terms,
the outcome of an election held on Janu-
ary 26th to replace the dissolved con-
gress vindicated Mr Vizcarra. It also
highlighted the weaknesses of Peru’s
political system, and has not made his
project of institutional reform any easier.

Mr Vizcarra, who was elected as vice-
president in 2016, took over the top job
almost two years ago when Pedro Pablo
Kuczynski resigned over conflicts of
interest. He inherited a battle with con-
gress, dominated by the opposition led
by Keiko Fujimori, the daughter of a
former president. When leaked phone
calls revealed apparent collusion among
some judges and opposition lawmakers,
Mr Vizcarra successfully appealed for
public supportin areferendum on re-
forms of the judiciary and politics.

That gave him the initiative, but only
fora while. To break the deadlock Mr
Vizcarra proposed calling an early gen-
eral election. Ignoring this, the fujimoris-
tas went ahead with a rushed vote to
appoint new justices to the constitution-
al tribunal. The president claimed that
this amounted to a (second) denial of
confidence in his government. Under
Peru’s semi-parliamentary constitution,
that is grounds for the dissolution of
congress. In January the tribunal upheld
by four votes to three the constitution-
ality of the president’s action.

The voters inflicted a crushing defeat
on the fujimoristas, who slumped from
36% of the parliamentary vote in 2016 to
7%. Two smaller allied parties failed to

enter the new congress. That is the extent
of the good news for Mr Vizcarra. The
election marked an exacerbation of Peru’s
political fragmentation. Nine parties
obtained the minimum 5% of the vote
required to win seats in the legislature but
none got much more than10%.

On paper, centrist parties will be the
largest contingent, though the right is also
strong. Two newcomers offer some cause
for disquiet. The Agrarian Front, a party
linked to a millenarian Old Testament cult,
won at least 15 of the 130 seats. And 17 were
taken by the party of Antauro Humala, a
proto-fascist former army officer (and
brother of a past president) serving a19-
year jail sentence for an assault on a police
station in 2005 in which six people died.

Their success is, in different ways, a
protest against the Lima political estab-
lishment. Neighbouring countries have
seen sometimes violent street protests in
recent months. In Peru, the dissolution of
congress and the jailing of several former
presidents over accusations of corruption
(none of which has yet been proved) have
taken some of the sting out of popular
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a left-wing president from 2003 to 2010, it
grew into the world’s largest conditional
cash-transfer programme. The benefits are
paid mostly to women via a chip card. More
than 3om Brazilians escaped poverty be-
tween 2003 and 2014, thanks to Bolsa Fami-
lia, other pro-poor policies and a commod-
ity boom. In Belagua, most people now eat
two meals a day instead of one. Houses are
made of cinder-block, not banana leaves.
“You don’t see kids working in the fields
anymore,” says Zé Raimundo Santos, the
president of the agricultural co-operative.
Bolsa Familia was especially important »

anger. On January 28th a judge remanded
Ms Fujimori for a second time over accu-
sations of irregularities in campaign
finance in 20m.

Perhaps, too, the flexible nature of
Peru’s political culture provides resil-
ience. But it might make reform harder.
After the recent confrontations both
public opinion and many politicians
favour co-operation. But Mr Vizcarra has
onlyayear or so to complete the task of
institutional reform he set himself be-
fore the general election in April 2021.

The government has already set up a
new body, picked on merit, to oversee
judicial appointments. Several measures
approved by the outgoing congress are
aimed at cleaning up, and solidifying,
political parties. Some are useful. They
include tightening up rules on campaign
finance, steps to cut the cost of politics
and, from 2021, the shutting down of
parties that fail to cross the 5% threshold.
Pending are a tighter definition of parlia-
mentary immunity and, perhaps, the
addition of a senate to Peru’s small sin-
gle-chamber legislature.

The election offers few pointers to the
2021 presidential contest. “Everyone is
weak and anything can happen,” says
Alberto Vergara, a political scientist. By
championing the fight against corrup-
tion, Mr Vizcarra has achieved the rare
feat for a Peruvian president of remain-
ing popular. Now more may be needed.
The government is trying to improve
health care and rural roads but is dogged
by union pressures to raise public-sector
salaries and business opposition to
higher taxes (which raise revenue of just
14% of GDP). A new political system may
yet emerge. Butif Peru is to continue to
enjoy economic growth and to avoid a
Chilean-style social explosion it also
needs a stronger and more effective state.
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» in rural towns like Belagua, where money
had barely circulated, says Maria Ozanira
da Silva e Silva of the Federal University of
Maranhao. Women could buy food on cred-
it in Belagua’s first shops. Children spent
more time in school and less time sick at
home. Programmes such as Minha Casa,
Minha Vida (My House, My Life) subsidised
the construction of 4m houses, including
Ms Ribeiro’s. In the election in 2018 all but
295 voters in Belagua voted for the presi-
dential candidate of Lula’s Workers’ Party.

But Belagua remains poor. Though its
name means “beautiful water”, the road
from Sao Luis, Maranhado’s capital, is often
too muddy in the rainy season and too
sandy in the dry season for ordinary cars to
pass. The local government is the only em-
ployer. Some households split one job pay-
ing the minimum wage of 1,039 reais a
month four ways. Most families earn a pit-
tance grinding cassava into tapioca flour.
The work is gruelling. Mr Santos looks 70
butisso.

When Brazil's worst-ever recession be-
gan in 2014, progress stopped and in some
areas went into reverse. GDP per Brazilian
dropped by 10% from 2014 to 2016. The
number of unemployed nearly doubled to
14.2m, 13.7% of the workforce, from 2014 to
2017. Although the economy is recovering,
1% of the labour force remains unemploy-
ed. At the end of 2018 the number of people
livingonless than $1.25aday reached 8.2m,
the highest since 2007 (see chart).

Mr Bolsonaro is dismantling what Mr
Guedes calls the “machine of perverse in-
come transfers” by reforming pensions.
Minimum retirement ages (of 65 for men
and 62 for women) and other measures will
save the government 855bn reais over ten
years. Thanks to low inflation and a fall in
interest rates the government will pay
100bn reais, 1.3% of GDP, less to creditors in
2020 than it did last year, says Mr Guedes.
The economy grew by 0.6% between the
second and third quarters of 2019, and the
number of unemployed people fell below
12m for the first time since the second quar-
ter of 2016. Mr Guedes takes this as proof
that pro-growth austerity is working.

But the government has let police and
army officers keep their lavish pensions. It
has not touched tax breaks for privileged
industries and the rich, worth 4% of GDP
eachyear. Instead it has picked on Bolsa Fa-
milia, which in 2020 will cost just 0.4% of
GDP. Unlike most government spending
(including salaries and the health and edu-
cation budgets) it is not automatically ad-
justed for inflation. Since 2014, the average
benefit has fallen in real terms.

In Belagua The Economist spoke to halfa
dozen families that have spent at least six
months on the waiting list or have lost
benefits. They include a family of nine; a
20-year-old mother and her underweight
newborn; and three adolescents who

dropped out of school because they could
not afford uniforms.

In December the government suggested
that it would increase Bolsa Familia’s bud-
get by 16bn reais and rename the pro-
gramme “Renda Brasil” (Brazil Income).
But the economy ministry balked at the
cost. Perhaps the government could spare
4bn reais, it said. Under a new budget rule,
anyincrease in spending has to be matched
by a cut somewhere else.

The Bolsa Familia squeeze is the most
important contributor to the recent in-
creaseininequality, according toa study by
economists at Fundacao Getulio Vargas, a
university in Sao Paulo. “We pulled away
the safety net when it was needed most,”
says Marcelo Neri, the study’s lead author.

The government could save 9% of GDP
by cutting wasteful spending further, elim-
inating tax breaks and narrowing the gap
between public- and private-sector pay,
says Arminio Fraga, a former central bank
governor. It could spend that money to re-
duce the fiscal deficit, boost spending on
infrastructure, health, education and Bolsa
Familia, and cut the tax burden. So there is
ample room to make public spending both
more progressive and more effective.

But Mr Bolsonaro seems unserious
about some things that might help the
poor. He dropped plans for a childhood lit-
eracy programme and recently named a
sceptic of evolution to regulate universi-
ties. If the economic recovery doesn’t reach
poor Brazilians quickly, they could stage
mass protests, as people havein other Latin
American countries, warns Flavio Dino,
the left-wing governor of Maranhao.

Maria marched only as far as the welfare
office in Sao Luis, which told her in Decem-
ber that her monthly Bolsa Familia benefit
of 360 reais had been cancelled. A comput-
er failed to register that she and her seven
children had moved in June to a new town
to escape her violent boyfriend. She has
been waiting for months for the govern-
ment to fix the mistake. “Bolsa Familia is
the father of my children,” she used to say.
The joke does not make her smile now. H
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Incan culture

Knotty tale

LIMA
The last place where quipus, an Incan
method of record-keeping, have a use

AN ANDRES DE TUPICOCHA starts every
Syear by swearing in new leaders, like
many small towns in Peru. Instead of giv-
ing the office-holders a sash or medal it
gives them a quipu, a coloured skein of
knotted cords.

Quipus, or khipu, which means knots
or talking knots in Quechua, were used to
administer the vast empire of the Incas,
which lasted for about a century until 1533.
No one alive knows just how. San Andrés,
in the highlands near Lima, is the last place
in Peru where quipus have an official role,
and that is ceremonial. “They represent
who we are,” says Tito Rojas, president of
one of the town’s ten communities. In De-
cember Peru’s government declared its rit-
ual of bestowing them on community lead-
ers like Mr Rojas to be part of the country’s
cultural heritage.

The town’s quipus are thought to date
from after Peru’s independence from Spain
in 1821. They were used until the
mid-2oth century to record attendance at
meetings, says Roy Vilcayauri, a former
mayor. But the last person who could read
that set died in1990.

Scholars have been trying to puzzle out
what messages are encoded in the knotted
tally cords, which are usually made from
dyed alpaca wool (they can also contain fi-
bres from llamas, vicufias and cotton). The
type of knot, their number and their spac-
ing conveyed numerical information. The
placing of principal and subsidiary cords
could show family or tribal relationships.

Quipus’ main use was as a management
tool, says Gary Urton, who set up the Khipu
Database Project at Harvard University.
From the Incan capital in Cusco to the em-
pire’souter reaches in present-day Argenti-
na, Ecuador and Colombia, quipus helped
officials keep track of tax collection, com-
mand armies and maintain census records.
The Incas had no written language. Quipus
are the only documentary record of their
life that does not come from Spanish
chroniclers. Mr Urton has recorded the
characteristics of more than 1,000 quipus
in digital form and spent 30 years trying to
understand them.

Nowadays the largest collection of qui-
pus, around 350, is in Berlin’s Ethnological
Museum. Some 500 others are in Peru and
Chile. To see quipus perform any function
beyond serving as objects of study or curi-
osity, you will have to spend a new year in
San Andrés de Tupicocha. ®
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South-East Asia’s special economic zones

Viva Laos Vegas

GOLDEN TRIANGLE SPECIAL ECONOMIC ZONE

An influx of investment and workers is creating Chinese enclaves

N A REMOTE part of northern Laos, the
bamboo forest gives way to cranes. A city
is being carved out of jungle: tower blocks
cloaked in scaffolding loom over restau-
rants, karaoke bars and massage parlours.
The beating heart of Golden Triangle Spe-
cial Economic Zone (so called because it
sits at the point where Laos, Myanmar and
Thailand converge) is the casino, a palatial
confection featuring faux-Roman statuary
and ceilings covered in frescoes. “Laos Ve-
gas” does not cater to Laotians, however.
Croupiersacceptonly Chinese yuan or Thai
baht. Street signs are in Chinese and Eng-
lish. The city’s clocks are set to Chinese
time, an hour ahead of the rest of Laos.
Over the past decade, China has become
one of the biggest investors in South-East
Asian countries: in 2018 it was the source of
nearly 80% of foreign direct investment in
Laos. Some of this capital is flowing along
well-worn routes to places like Mandalay, a
city in Myanmar where there is a long-es-

tablished Chinese community. But much
of it is flooding into “special economic
zones” (SEzs) to take advantage of assorted
incentives such as faster permitting, re-
duced tax or duties and looser controls on
the movements of goods and capital.
Chinese businesses don’t need much
convincing. The Chinese government be-
gan encouraging them to invest abroad in
the 2000s. The Belt and Road Initiative,
China’s giant scheme to develop infra-
structure abroad, has accelerated the trend.
In addition to railways, highways and pipe-
lines, it promotes SEzs, which “are now a
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preferred mode of economic expansion for
China”, says Brian Eyler of the Stimson
Centre, an American think-tank. Under the
banner of belt and road, 160 Chinese com-
panies have poured more than $1.5bn into
SEZs in Laos, according to Land Watch Thai,
a watchdog. Between 2016 and 2018 China
invested $1bn in one SEz alone: Sihanouk-
ville, a city on Cambodia’s coast.

Where Chinese capital goes, labour fol-
lows. In Mandalay the Chinese have
swelled from1% of the populationin1983 to
30%-50% today. In places with sgzs the
shift has been even sharper. In 2019 the go-
vernor of the surrounding province told
the Straits Times newspaper that the num-
ber of Chinese in Sihanoukville had soared
over the previous two years to almost a
third of the population. The economic
clout of Chinese migrants grows with their
numbers. In Mandalay 80% of hotels, more
than 70% of restaurants and 45% of jewel-
lery shops are owned and operated by eth-
nic Chinese, according to market research
conducted in 2017.

The influx of migrants has fuelled anti-
Chinese sentiment across the region. But
poor South-East Asian governments court
Chinese investors anyway because they
hope Chinese money will kick-start their
economies. In some respects the invest-
ment has borne fruit. In Laos foreign in-

vestment has contributed to effervescent »
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» GDP growth, which averaged 7.7% a year
over the past decade.

But in a study of SEzs in 2017 Focus on
the Global South, a think-tank headquar-
tered in Bangkok, concluded that the “leg-
islative and governance structures” under-
pinning SEZs in Cambodia and Myanmar
“have been skewed toward the interests of
investors and against those of locals and
the environment”. Alfredo Perdiguero of
the Asian Development Bank agrees that
SEZs in Laos, Cambodia and Myanmar
“have not yet been able to spread the bene-
fits” to the broader economy.

In part this is because Chinese compa-
nies tend not to hire locals. By 2018 Laotian
workers had secured just 34% of the jobs
created by all 11 SEZs in Laos—a far cry from
the 90% the government had promised.
Chinese firms argue that local workers lack
skills, but civil society groups in Myanmar
respond by pointing to a technical college
near Kyaukpyu, a Chinese-inspired sEz and
port; nobody from the college has been
hired to work there, according to a report
published last year.

There is little local sourcing of other in-
puts, either. The garment factories of Siha-
noukville sgz, for instance, import their
cloth, buttons and thread. The Chinese
workers and visitors in South-East Asia’s
SEZs often patronise Chinese-owned shops
and restaurants, and circumvent sales tax-
es by paying for goods and services via Chi-
nese apps like Alipay. “The money doesn’t
even leave China essentially,” says Sebas-
tian Strangio, author of a forthcoming book
on China’s growing influence in South-
East Asia. That, along with the tax breaks,
mean there is little benefit for host govern-
ments: in 2017 the Laotian exchequer
raised just $2om from its Sezs—Iless than
1% of its revenue.

Extraterritorial and unreasonable

As is common with big developments in
the poorer countries of South-East Asia, lo-
cals are seldom consulted about the con-
struction of sgzs. Golden Triangle SEZ was
built over the rice paddies of Ban Kwan vil-
lage; overioo households were forced to re-
locate against their will. And then there is
the question of law enforcement within
the sezs, whose light regulation can be as
attractive to criminals as to legitimate
businesses. In 2018 American authorities
declared that the Golden Triangle SEz was a
hotbed of “drug trafficking, human traf-
ficking, money laundering, bribery and
wildlife trafficking”. They called the com-
pany that operates the SEz a “transnational
criminal organisation” and placed sanc-
tions on its chairman, Zhao Wei. He denied
the accusations, calling the move “unilat-
eral, extraterritorial, unreasonable and
hegemonic”. Many South-East Asians
might say something similarabout the way
theregion’s SEzsarerun. W

Thai boxing

Muay too young
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Despite a tragedy, the authorities allow children to compete in a violent sport

T HE DEATH of Anucha Thasako was sup-
posed to change everything. After sev-
eral sharp blows to the head during a Thai
boxing bout in 2018, the scrawny 13-year-
old fell to the floor, unconscious. The refer-
ee rushed to his side, to no avail. There was
no doctor in attendance. Anucha died soon
afterwards from a brain haemorrhage. He
had been boxing since the age of eight, and
had taken partin around 170 fights.

The footage of the deadly bout, which
circulated widely on social media, stirred
uproar. The government, which had any-
way been considering restrictions on child
boxing, pledged to rush through a bill to
ban children under 12 from participating in
formal competitions and to oblige those
between 12 and 15 to wear protective head-
gear. But the plan quickly lost steam.

Participants and fans protested loudly,
arguing that the only way to prepare for a
career in Thai boxing or muay thai, which
dates to at least the 18th century, is to start
young. Eliminate child boxing, they ar-
gued, and the whole sport would atrophy.
The government no longer talks of tighten-
ing the rules for young boxers. Gongsak
Yodmani, the head of the Sports Authority
of Thailand, describes child boxing as stan-
dard practice. The authority’s official tally
shows only 635 boxers below the age of 15,
although others put the number of chil-
dren who train and compete informally as
high as100,000.

For some children, boxing is a route out
of poverty. Those participating in public
fights earn 300-500 baht ($10-16) a bout
when they are starting out, says Samart
Payakaroon of the Muay Thai Naiyhanom-
tom Association, a lobby group. Profes-
sional boxers can earn thousands of dollars
a match. Muay thai “is a very honourable
way to escape poverty”, says Chatri Sityod-
tong, the founder of One Championship, a
martial-arts promoter.

But doctors say that blows to the head
from “the art of eight limbs”, which in-
volves punching, kicking, kneeing and el-
bowing, may stunt children’s development
and increase the risk of Parkinson’s and
Alzheimer’s. A study from Mahidol Univer-
sity found that boxers under the age of 15
had lower 1Qs than average; those who had
been fighting the longest were furthest be-
hind. The study’s lead author, Jiraporn
Laothamatas, considers putting children
in the ring a form of child abuse.

One force helping sustain the sport, un-
derage bouts included, is tourism. The
Tourism Authority of Thailand energetical-
ly promotes muay thai. Foreigners tend to
snap up the most expensive seats in the
biggest stadiums, looking for a slice of Thai
life. Many may not realise how young some
of the fighters they are watching are—al-
though the weight categories should give
them an inkling. Anucha was competing in
the under-41kg division.
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North-eastern India

Bodos and don’ts

DELHI
A restive corner of the country is
becoming more peaceful

OW TO DIVIDE India into administra-

tive units is a question that has vexed
allits governments. For a time the main fo-
cus was to rationalise, as hundreds of feu-
dal “princely” states were swept into the
bigger provinces of the Indian republic. But
since 1960 the number of states and territo-
ries has been rising, as different groups
have successfully lobbied for their own
unit, on the basis of language, ethnicity or
administrative convenience. There were
201in1956; now there are 36.

Few areas have seen as much upheaval
as the north-east, an ethnically mixed re-
gion of som people that was almost cut off
from the rest of the country by the creation
of East Pakistan (now Bangladesh) in 1947.
It began as a single state, Assam, plus two
principalities, Manipur and Tripura. It has
since splintered into seven states, as Arun-
achal Pradesh, Meghalaya, Mizoram and
Nagaland have been hived off Assam (see
map). The region is still replete with dis-
gruntled factions, however: it has spawned
more than 125 insurgencies since the 1950s.
Their varied struggles for statehood, inde-
pendence or simply to clobber rival
groups—many of these micro-conflicts
have pitted “natives” against migrants—
have left perhaps 40,000 dead.

Only recently have years of patient car-
rot-and-stick efforts by the central govern-
ment, helped by better intelligence,
tougher military tactics and stronger co-
operation from neighbouring Bangladesh
and Myanmar, begun to pay off. Casualties
have declined steeply, from a high of al-
most 1,700 deaths in 2000 to just 17 last
year. That has allowed the government to
exempt some states from a controversial
law that protects soldiers from prosecution
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for human-rights offences, and prompted
the army to begin shifting resources away
from internal security.

Underpinning all this has been a series
of peace agreements with assorted rebel
groups. Ongoing talks with insurgents in
Nagaland have made significant progress,
with at least one of the state’s main guerril-
la factions agreeing to lay down arms. In
Assam some 644 fighters from various
groups recently surrendered their guns.
And in January alone Mr Modi’s govern-
ment inked two important deals. One, in
Tripura, allows for the resettlement in the
state of some 34,000 ethnic Bru refugees
from neighbouring Mizoram. This should
end a 23-year stand-off, as the destitute
Brus had rejected efforts to send them back
to areas from which they had been violent-
ly expelled.

Of bigger import is a deal signed on Jan-
uary 27th with several factions of the Na-
tional Democratic Front of Bodoland. For
Bodos, who speak a language related to Ti-
betan and Burmese and who number some
1.3m, the terms look generous. In exchange
for some 1,500 rebels laying down arms,
the Bodos will get a sweeping amnesty, an
extra $225m in government funding, more
schools, colleges and sports facilities, and
a much fuller form of autonomy within
their homeland in the western part of As-
sam, along India’s border with Bhutan.
What is more, the boundaries of Bodoland
will be redrawn, village by village, to en-
sure Bodos form a majority within it.

The deal is also good for Mr Modi. Gov-
ernment sources reckon the Bodo insur-
gency has left some 4,000 dead since 1987,
including 88 killed in a series of bomb
blasts in the state capital, Guwahati, in
2008. The violence also rendered tens of
thousands of non-Bodos homeless as
waves of refugees fled repeated massacres
that targeted Bengali-speaking Muslim
farmers in the floodplains of the Brahma-
putra River and rival tribal groups in the
hills. Aside from putting a stop to such
mayhem, the deal will almost certainly
prompt a large vote swing among the small
but influential Bodo community towards
Mr Modi’s Bharatiya Janata Party (BjP). Its
hold in Assam has weakened in recent
months due to protests against a contro-
versial new citizenship law. With state
elections looming in 2021, the BJP is resort-
ing to “vote-bank” politics.

Of course, the Bodoland deal is clearly
notso good for non-Bodos who, despite the
insurgents’ efforts at ethnic cleansing,
constitute up to two-thirds of the popula-
tion of the Bodoland region as currently de-
fined. Naba Kumar Sarania, who repre-
sents the region in the national
parliament, told the Hindu newspaper: “We
are not against the peace process, but this
accord has ignored the interests of the oth-
er ethnic communities in the area.” W

Civil liberties in Pakistan

Arresting the
messenger

ISLAMABAD
A prominent critic of military
misconduct is hauled into court

N THE EARLY hours ofJanuary 27th a char-
Iismatic former veterinary student was
arrested in Peshawar. Manzoor Pashteen
was accused of conspiracy, sedition, stok-
ing ethnic hatred and attacking Pakistan’s
state and constitution. Missing from the
list was his true crime: criticising the army.
The 25-year-old is the founder of a group
called the Pushtun Protection Movement
(pT™M), which has accused the security ser-
vices of persecuting ethnic Pushtuns in va-
rious ways, ranging from harassment at
checkpoints to kidnappings and extrajudi-
cial killings.

Pushtuns’ grievances have their roots in
the insurgency of the Tehrik-i-Taliban
Pakistan (TTP)—the Pakistani arm of the
Taliban. The Pakistani army had originally
supported the Taliban’s quest for power in
neighbouring Afghanistan, and had al-
lowed its fighters to use Pushtun areas on
Pakistan’s side of the borderasa haven. The
militants duly recruited and proselytised
within Pakistan, helping to spawn the TTP,
which launched a bloody terror campaign.
The army’s counteroffensive turned Push-
tun areas into a war zone. Towns and vil-
lages were flattened; hundreds of thou-
sands of people were displaced. And even
when peace returned, the army still treated
Pushtuns with suspicion.

When a young Pushtun trader was
killed by police in Karachi in suspicious
circumstances in 2018, tens of thousands
of Pushtuns began joining Mr Pashteen’s
rallies. The pTM demanded the removal of

mines and unexploded bombs in Pushtun »»
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» regions, a reduction in raids and check-
points, and due process for the many Push-
tun youths abducted, tortured or killed by
the army and police. “It has taken us almost
15 years of suffering and humiliation to
gather courage to speak up, and to spread
awareness about how the military tram-
pled our constitutional rights through both
directaction and a policy of support for the
militants,” Mr Pashteen said last year.

Such open criticism of the army is un-
heard-of. Mere mention of the pPT™M can in-
duce apoplexy in the top ranks. Its com-
plaints detract from the hard-fought

victory over the TTP. Thousands of troops
died in the campaign, which has led to a
dramatic improvement in security.
Moreover, the army says it has tried to
fix the problems the pTM has raised. It
claims to have become less heavy-handed
at checkpoints and is building schools and
markets to help revive shattered towns.
But the generals are more adept with
sticks than carrots. Journalists have been
told to stop reporting on the pT™M. Senior of-
ficers have stated ominously thatits time is
up. In May the army shot into a crowd of
PTM supporters heading to a sit-in, killing

No crater love

Taal volcano is a reminder of Asians’ vulnerability to natural forces

EARLY TWO weeks after Taal volcano’s

first eruption in over 40 years, the
Philippines Institute of Volcanology and
Seismology has lowered its threat assess-
ment a notch, and local residents have
begun to stream back to their homes in
jeepneys, pickups and on the backs of
motorcycles. When Taal roared to life on
January 12th, the plume of steam and ash
it sent 32,000 feet into the air was so vast
it generated its own weather system,
with thunder and lightning. As the fall-
ing cinders turned day to night, tens of
thousands of evacuees fled for hastily
created evacuation centres a safe dis-
tance from Taal’s spite.

Usually, Taal is a draw. The volcano
has made its own island in the middle of
Taal lake, which occupies the caldera of a
much bigger volcano which exploded
aeons ago. The surrounding slopes are
forested. Papayas and vegetables thrive
onvillage plots by the shore. The lake
itself provides livelihoods to those farm-
ing tilapia fish. More jobs come from
catering to visitors from Manila who
flock to the lake, or to the resort town of
Tagatay on an overlooking ridge, for the
fresh air, sweeping views and grilled fish.
The country’s capital is just two hours’
drive to the north.

Yet these times are hardly usual. The
eruption seems to have caused a lot of
the lake’s water to evaporate. One part of
the lake, though, is now a metre deeper,
since the whole caldera has tilted sharp-
ly. Taal'sash has turned a vastarea a
monotone grey. Rain following the erup-
tion has hardened the ash to concrete.
The tin roofs of villagers’ houses have
buckled, trees have lost their main
branches and the tomatoes and au-
bergines in Rosa’s garden have shrivelled
to nothing. Butlife is nothing if not, well,
pigheaded. Rosa says she and her hus-

band, a retired soldier, had no choice but
to stay, despite the loss of electricity and
water: Biggie, their sow, was about to
farrow. Fourteen piglets now snuffle
around their mother. Girlie, from one of
the worst-hit villages on the west side of
the lake, cries with joy to find that the food
she left out for her family’s dog and kitten
have sustained them.

The repair teams from the electricity
board, villagers chipping the ash off roofs
and even young scientists returning to
their lakeside observatory in Talisay to get
the solar panels for their sensors working
again—Ilife has a yen for normality, too.
Not the volcano, however. The earth-
quakes following the eruption have fallen
in number and severity, and an alarming
build-up of magma appears to have dimin-
ished. But that, says Paolo Reniva, a geol-
ogist, says little about how the volcano will
behave in future. He expects Taal’s current
cycle of activity to last months or years. At
the back of all the geologists’ minds is the
eruption of1754. That blast had the force of
anuclear bomb, and the jargon they use to
describe itis similar: “ballistic projectiles”
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atleast13. (The soldiers said they were fired
on first.) Two PTM-supporting parliamen-
tarians were arrested and spent four
months in detention.

The trigger for Mr Pashteen’s arrest may
have been the fresh campaign of rallies that
the pTM recently initiated. He has been de-
nied bail, and PTM members protesting his
detention have themselves been arrested.
For the most part, Pakistan’s courts seem
unconcerned about the abuses that Mr
Pashteen has railed against. But daring to
complain aboutthearmy’s impunity—now
thatis a serious offence. m
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fell over seven kilometres away; the
“base surge”, a mixture of gas and frag-
ments moving at up to1oom a second,
reached up to 2o0km away. No one died
from the direct effects of the eruption on
January 12th; a1754-style explosion, in
contrast, would be catastrophic.

This is not what those trying to re-
sume their lives want to hear. The cur-
rent threat assessment of 3 onascaleofo
to 5 risks being viewed as normal by
locals. And just as President Donald
Trump downplays climate change, so
populist Filipino politicians downplay
nature’s forces. President Rodrigo Du-
terte promised evacuees he would “pee
on thatdamned volcano”. The vice-
mayor of Talisay, Charlie Natanauan, a
local businessman who is campaigning
to unseat the mayor (his brother, as it
happens), goes further by urging locals
not to believe the “idiot” scientists. Taal
is not going to explode again, he insists,
because he knows its history; if he’s
wrong, he adds, then throw him into the
crater. What's more, the scientists’ warn-
ings about poisoned tilapia are off-the-
mark too, and he will eat as many fish as
needed to prove it. It goes down a storm
with locals.

Sitting on a veranda by the lake, next
to a gold-painted statue of himself toting
arifle and pistol, Mr Natanauan lays out
his plans. They include a canal cutting
through to the sea so that luxury yachts
can travel up it; modernist glass resorts;
and firework shows to put any eruption
to shame. How, Banyan asks, do his ideas
fit with the volcano’s even more sweep-
ing and whimsical plans? Pah, Mr Nata-
nauan says dismissively, the next time
Taal causes trouble, we’ll all be dead.
Behind him, dozens of dead tilapia float
upside down, slapping against his jetty.
Justbeyond, the volcano gently steams.



The Wuhan virus

Sealed off

WEIJI VILLAGE, HENAN

Tough measures to control the spread of a new coronavirus are making life

difficult for many Chinese

WEIJI VILLAGE is a bleak spot in winter,
even without the disease-control
roadblock just up the road complete with
medical staff in blue protective suits, using
pistol-shaped electronic thermometers to
check the foreheads of drivers and passen-
gers for signs of fever. The village’s colour
palette ranges from the grey of the sky to
flat green fields of winter wheat and the
brown of mud-filled potholes so deep that
ordinary cars cannot pass. China is full of
rural scenes like this one, in a forgotten
corner of Henan province. Weiji's only dis-
tinction is that it is a border village, a short
walk from Hubei, an inland province of
nearly 6om people (roughly the population
of Italy) that has been all but sealed off from
the outside world to slow the spread of a
dangerous new coronavirus.

Chinese cities brim with migrant work-
ers from villages like Weiji, hauling bricks
on building sites or delivering fast food on

electric mopeds. During China’s rapid
growth of the past 40 years, such people
have helped spread wealth to the country-
side. They send money back to home vil-
lages with taps on a smartphone app—for
China is way ahead of the West when it
comes to mobile payments—and return in
person for the lunar new year, laden with
gifts of city-bought clothes and fancy
foods. Not this year, however.

About 200 migrants from Weiji work in
Hubei’s capital, Wuhan, the city where the
virus was discovered (pictured, underlock-
down). Because some returned to the vil-
lage for the new year, which began on Janu-
ary 25th, Weiji was dragged into a vast
quarantine operation that has trapped tens
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of millions of Chinese in their homes,
grounded some international flights, halt-
ed long-distance bus services and closed
the country’s largest tourist sites. The vi-
rus-control campaign explains a splash of
colour on Weiji's almost-empty main
street, a red banner urging locals to be test-
ed. It reads: “Find It Early! Treat It Early!
Medical Fees All Free!”

That encouraging, cajoling sign is but-
tressed by a dose of coercion. The village’s
fresh-faced Communist Party chief, who
wears asmart black windbreaker, describes
instructions from higher-ups. Cars with
Hubei number plates are to be turned away,
and migrants returning from that province
sent back. Those who made it home to
Weiji before controls were imposed on Jan-
uary 20th must submit to temperature
checks twice a day and remain indoors in
their family homes, with no visitors al-
lowed. Foreign experts may debate the
medical efficacy of mass quarantines, but
locals describe a sense of comfort from do-
ing something to fight what President Xi
Jinping calls a “devil” virus.

A farmer and grandfather of two points
to government notices fluttering on shut-
tered shop fronts. Officials have said that
staying at home is “the biggest contribu-
tion one can make”, he explains. Unbidden,
another local offers a patriotic commen- p»
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» tary to the foreign reporter in his village.
When the government tells the Chinese
people to make sacrifices for the country,
they listen, he booms. “It’s different from
your Western countries.”

Many villages have shut themselves off
from outsiders using barricades made of
freshly-dug earth, lumps of concrete or, in
one case, a parked tractor (an example out-
side the village of Wangyoufang, southern
Henan, is pictured). At one such roadblock,
old men in disposable face-masks sit at a
wooden office desk, a pot of thermometers
in front of them. The campaign is an odd
mix of high and low technology. Henan po-
lice questioning this reporter were able to
summon up his photograph and details by
tapping his Chinese telephone number
into a mobile device. But electronic
thermometers gave very different readings
in the space of a few seconds—an alarming
flaw when even a hint of fever at a check-
point can result in 14 days of quarantine.

Mao had it easy

The virus’s spread is straining a public
health system that lags other Chinese
infrastructure (under-staffed, ill-equipped
hospitals sit next to gleaming high-speed
railway stations). Itisalsoa giant test foran
authoritarian, one-party political system
designed in a simpler China, when most
workers toiled for the state or rural collec-
tives, rarely moved around and relied on
state and party news outlets to learn what
was goingon.

Today bullet trains criss-cross the coun-
try. Affluent urbanites use lunar new year
to take foreign holidays. Even villagers in
Weiji admit to reading criticisms of the
government’s crisis response on such so-
cial-media platforms as Weibo or WeChat,
though censors still race to delete any posts
chiding Mr Xi and other national leaders.
Posts rebuking lower-level authorities are
being allowed more often than usual.
When Hubei Daily, a party newspaper,
warned readers to refrain from rumour-
mongering, it triggered a sardonic back-
lash. “I can only trust the punctuation
marks in Hubei Daily,” grumbled a com-
mentator on Weibo. Police have punished
actual rumour-spreaders, such as a man
detained in south-eastern China for three
days for (falsely) messaging friends about
an infected stranger roaming his village. In
contrast, eight “rumour-mongers” pun-
ished by Wuhan police, in a case an-
nounced on January istand covered promi-
nently by state media, were in fact doctors
sharing early tidings of a strange new virus
in a medical WeChat group. In a rare inter-
vention, the Supreme People’s Court post-
ed an online article on January 28th la-
menting the silencing of those doctors.

Schooled in the idea that they live in an
all-knowing surveillance state, Chinese
netizens have reacted with surprise as the

virus campaign reveals the authorities’
blind spots. The websites of big state news-
papers have published lists of more than
100 flights and trains taken by infected peo-
ple, urging fellow-passengers to seek med-
ical tests. How come the authorities cannot
find passengers in a split second, asked a
Weibo user, adding: “Aren’t we all 2020-
big-data-high-tech now?”

China’s response to the virus has been
unmistakably authoritarian, involving the
locking down of Hubei’s cities, and manda-
tory orders to stay indoors for a fortnight
for those who leave Hubei and head to such
centres as Shanghai. But it is not totali-
tarian. Unlike in the Mao era, when blind
loyalty was demanded from citizens, the
party has at times responded to public an-
ger with a hint of understanding. In a
much-discussed state television interview,
Wuhan’s mayor, Zhou Xianwang, offered to
resign if the public wished. Still, his mea
culpa contained an unsubtle jab at his mas-
ters in Beijing. Acknowledging that the city
had held back information about the out-
break, Mr Zhou noted that he needed supe-
riors’ permission to disclose news of an in-
fectious disease.

The principle of quarantine is rarely
challenged, even in Wuhan. Residents
reached by telephone describe a mix of
community spirit, such as bakeries offer-
ing free food to medics, a mass singing of
the national anthem out of apartment win-
dows as well as some grumbling about con-
fusing and draconian local decisions. In a
city of gm people (the mayor says another
sm left, just before the quarantine was im-
posed, because of the holiday and the vi-
rus) taxis are now the only public tran-
sport. They can no longer be hailed on the
streets, however, or summoned through an
app. They have been commandeered by the
city. Duties include “emergency runs” such

Ignore the welcome sign
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as ferrying the sick to hospitals, says Wang
Jie, a retired taxi driver. Rides are free. The
city pays drivers 600 yuan ($86) a day, more
than double what they make in normal
times. Still, many fear being infected, says
Ms Wang. Most have to buy their own pro-
tective masks, goggles and gloves.

Hundreds of expatriates left Wuhan on
chartered airliners this week. Philippe
Klein, a French doctor serving the city’s ex-
patriate community (Wuhan is home to big
French car factories), is staying put. Dr
Klein, whose clinicis attached to the Union
Hospital, describes exhausted local doc-
tors being relieved by military medics, and
by volunteer doctors from other provinces.
The number of new patients seeking test-
ing had been growing each day but has now
stabilised, he says. Hospital bosses hope
that the epidemic will peak in Wuhan
around February 8th. If disease prevention
began slowly, one reason was the cost of
being tested, which put some locals off.
Now the state will pay. It has built field hos-
pitals to house those who test positive.
“Overall, Iam optimistic,” says Dr Klein.

Lu Xiaoyu, an academic who works in
Australia but who flew back to Wuhan for
the lunar new year, says morale is rising.
Fine weather on January 28th brought resi-
dents out of their homes. Neighbourhood
food shops have reopened, sparing people
from stressful trips to large supermarkets.
A lingering concern involves discrimina-
tion against Wuhan folk both inside and
outside China. “We have turned into refu-
gees,” he worries. Such concerns are well-
founded. On January 27th several dozen
people from Shanghai refused to board a
plane in Japan when they realised that a
small contingent from Wuhan was aboard.
(Their accent gave them away.) The inci-
dent went viral on China’s social media.
Many netizens backed the Shanghainese.

The virus has given new energy to local-
istsentiment within the protest movement
in Hong Kong, where anti-mainland preju-
dice lurks alongside a yearning for greater
political freedom. Bowing to public pres-
sure, Hong Kong’s government is denying
entry to Hubei residents and those recently
in the province. That did not stop someone
posting online bomb threats and demands
to seal the mainland border, shortly after
police found three small, home-made ex-
plosive devices.

Chinese leaders insist that one-party
rule is vital for stability and progress. The
world will judge, in due course, whether
their brand of bossy, secretive authoritar-
ianism helped to stop a pandemic, or let
the coronavirus spread out of control. Al-
ready, the crisis is revealing a country
which talks a lot about unity and is capable
of great feats of national mobilisation, but
which is easily divided and painfully low
on trust. That is an ailment for which party
bosses seem to have no cure. B
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China

Chaguan | The politics of pandemics

XiJinping wants to be both feared and loved by the Chinese people. The coronavirus may change that

F CENSORS IN communist-led regimes are good for anything, itis
I spurring creativity. With a new coronavirus stalking China, neti-
zens have been heaping praise on “Chernobyl”, an American-made
television drama about the Soviet Union’s worst nuclear disaster.
Theiraimis tosneak discussion of the outbreak onto China’s tight-
ly policed internet. In less hectic times censors would swiftly
stamp out such impertinence. For the parallels with the reactor ex-
plosion in1986, and the official cover-up that followed, are painful
for China’s Communist Party bosses, whose system of government
was cribbed from Soviet designs. But pointed comparisons keep
popping up on China’s social media. One urges Chinese viewers to
learn from “Chernobyl” that a free flow of information offers more
security than aircraft-carriers, Moon landings and other signs of
superpower might. Another contrasts a soothing interview grant-
ed to state television by the governor of Hubei, the province where
the epidemic began, with a speech by the hero of “Chernobyl”, a So-
viet scientist, about the costs of official lies.

Parallels are likely to continue in the real world. Back in the
1980s, Kremlin leaders scapegoated local officials and engineers,
coolly blaming them for the disaster and denying a wider cov-
er-up. In recent days, Chinese state media have dropped heavy
hints that the mayor of Wuhan, the industrial city where the virus
was first detected, will lose his job. When Li Keqgiang, China’s
prime minister, was appointed to oversee virus-control work, cyn-
ics suggested that his role was to take the fall should the outbreak
spark a pandemic—in effect, to protect President Xi Jinping.

Asithappens, censors should be relieved that Chinese netizens
are focusing on the ills of Soviet collective leadership. It would be
more dangerous if online critics were to start exploring a historical
parallel closer to home, namely the way that in Chinese history
natural disasters undermined an emperor’s claim to rule. More
than one dynasty fell after catastrophes signalled that Heaven had
withdrawn its favour. It was not only seen as ineptitude when a
ruler was unable to protect his people from floods or famine—or,
as in the second century during the Han dynasty, from repeated
outbreaks of disease (probably smallpox and measles) that killed
perhaps a third of the population. Such bungling showed that the
emperor lacked virtue and deserved to be overthrown, people said.

Modern-day Chinese may not believe that a rampaging corona-
virus signals divine anger with Mr Xi. Still, the party chief has a
great deal at stake in this crisis, precisely because large claims are
made about his wisdom, which is now taught in schools and stud-
ied by party members as XiJinping Thought. Every day, state media
credit Mr Xi with personally guiding China to ever-greater pros-
perity, modernity and global clout. No leader has amassed such in-
dividual power since Mao Zedong, or been so lavishly praised. Chi-
nese intellectuals accuse Mr Xi of claiming the mantle of an
emperor. They point to Mr Xi’s speeches praising traditional Chi-
nese culture, and lauding codes of morality and deference to impe-
rial authority, as handed down by Confucius and other sages.

The result is an awkward hybrid. On the one hand, officials
make claims about the efficiency of collective party leadership
that would be familiar to any Soviet apparatchik. To them, populist
insurgencies sweeping the West are proof that multiparty elec-
tions, a free press and other forms of democratic accountability
are sources of chaos and dysfunction. As they describe it, China’s
system is a meritocracy that selects highly competent experts to
run the country, with a track record of correcting their own mis-
takes. Yet at the same time, the party’s propagandists lay claim to a
very different form of legitimacy, involving the people’s love for
and trustin one man, Mr Xi. So sweeping is their praise of him that
it leaves essentially no room for the idea that Mr Xi could make a
serious mistake.

This convoluted claim to legitimacy can be heard in the context
of the current coronavirus outbreak, as leaders insist that their
system of government is ideally suited to tackling the disease. On
January 28th Chinese leaders hosted the head of the World Health
Organisation (WHO), a UN body that played an invaluable role in
demanding transparency in 2003 after China’s initial cover-up of
the extent of an outbreak of Severe Acute Respiratory Syndrome
(SARS), which led to many avoidable deaths. Wang Yi, the foreign
minister, assured the WHO’s boss, Tedros Adhanom Ghebreyesus,
that China would be more resolute this time thanks to “the strong
leadership of the party Central Committee with Comrade Xi Jin-
ping as the core and the strong advantages of the socialist system”,
aswell as its experience of SARS.

Unaccountable, even to Heaven

Itis too simplistic toassume thatall bad things that happen in Chi-
na must harm Mr Xi. The virus outbreak could end swiftly, amid
worldwide praise for the bravery of China’s doctors and nurses, the
self-discipline of the public and the resolve of Chinese leaders, al-
beit after a slow start. If the crisis does not end well, scapegoats
will be found, and underlings punished. That alone would not
have to shake Mr Xi’s authority, which can always be shored up
with repression, still greater ideological discipline and nationalist
propaganda. But a botched response to the virus would lay bare
tensions inherent in the party’s hybrid claims to legitimacy.

Mr Xi’s China is two things at once. It is a secretive, techno-au-
thoritarian one-party state, ruled by grey men in unaccountable
councils and secretive committees. It also claims to be a nation-
sized family headed by a patriarch of unique wisdom and virtue, in
a secular, 21st-century version of the mandate of Heaven. If forced
to choose between those competing models, bet on cold, bureau-
cratic control to win out. For Mr Xi and his team learned their own
lesson from the Soviet Union’s fall, five years after the Chernobyl
disaster. Expressions of public love for Mr Xi, the “People’s Leader”,
are all very well. But keeping power is what counts. B
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Coronavirus

Prepare for the worst, hope for the best

How do you contain an epidemic?

« ADE IN CHINA” is a label the coun-
try’sgovernment would prefer to be
associated with slick technology. Its trend-
ing export at present, however, is 2019-
ncov, the new coronavirus that struck in
the Chinese city of Wuhan in December.
The virus has now spread to at least 16
countries. As The Economist went to press,
the World Health Organisation (WHO) and
China had confirmed almost 7,800 infec-
tions and 170 deaths, almost all in China.
When a new infectious disease begins
to spread, decisions on how to stop it are
based on patchy data that change by the
hour. This is “the fog of war” phase, says
David Heymann of the London School of
Hygiene and Tropical Medicine. Health of-
ficials have to make decisions quickly and
with uncertain information, says Jeremy
Farrar of the Wellcome Trust, a charity.
They must first determine the dead-
liness of new viruses. The first cases diag-
nosed are usually among the worst because
those people are ill enough to go to hospi-
tal. Zika is a mosquito-borne virus that

commonly causes nothing more than mild
flu-like symptoms. But the first recorded
cases were mostly mothers who contracted
the infection during pregnancy and whose
babies were born with brain damage asare-
sult. As health officials start actively trying
to identify infected people, milder cases
are added to the total.

As aresult, early estimates tend to over-
state the danger of new diseases. That is
happening now with the Wuhan virus. At
the end of January, reported deaths repre-
sent about 2% of confirmed infections.
Around 20% of those reported to be infect-
ed become severely ill, suffering from
pneumonia and respiratory failure. But
modelling by Gabriel Leung and Joseph Wu
at the University of Hong Kong suggests as
of January 25th that the number of infec-
tions in Wuhan was closer to 44,000 (with

- Also in this section
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a range of 20,000-78,000). Most of those
infections will be mild, so the death rate for
the virus could be as low as 0.1%—no dead-
lier than the common flu in America.
Officials must then gauge how conta-
gious a new virus is. As growing numbers
arrive in hospitals, patterns emerge. If it
turns out that most of the newly infected
people are health-care workers and rela-
tives of the sick, that would probably mean
that the virus is transmitted through close
rather than casual contact, so stemming its
spread should be easier. Experts must next
determine how it is passed from person to
person. The common cold spreads through
virus-laden droplets from coughs and
sneezes that travel only a few metres. Influ-
enza and measles are far more contagious
because theyride on airborne particles—so
asneeze can infect an entire room.
Itisnotyet clear how the Wuhan virus is
transmitted. The wHo thinks that, like the
one that causes Severe Acute Respiratory
Syndrome (SARS), it hitches a ride on drop-
lets. It is also unclear how often those who
are infected but show no symptoms can
spread the virus to others. Some infections
in China and Germany seem to have been
the result of this kind of transmission. If
so, contagious people could be unknow-
ingly infecting others for days. Both SARS
and Middle East Respiratory Syndrome
(MERS), another lethal coronavirus, had
“superspreaders”—patients with unusu-

ally high viral loads, who are exceptionally »
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» infectious. In South Korea in 2015 a patient
with MERS infected 81 people during a 58-
hour stay at a hospital emergency room.

The threat of a global pandemic will put
to the test the preparedness plans that
countries and big cities have in place.
These feature a worst-case scenario, usual-
ly the arrival from abroad of a hypothetical
strain of influenza that is both very deadly
and highly contagious—a rare combina-
tion of features that set apart the Spanish
flu which swept the world in 1918, killing
20m-50m people.

City authorities and hospitals routinely
carry out drills to test their readiness for
such a scenario. In some cases officials
huddleinaconference roomand plan what
they would do. On January 24th New York
City’s top officials held such a drill for the
Wuhan virus. In other exercises, doctors
and health officials don protective gear and
get out on the streets to practise their re-
sponse. To test its system, New York City
routinely uses “mystery patients” who
show up at hospitals pretending to have
symptoms of “notifiable diseases” that
doctors are supposed to report to public-
health departments.

When an outbreak starts to cross bor-
ders, as is now happening with the Wuhan
virus, the knee-jerk reaction is to set up air-
port health-checks for passengers arriving
from outbreak hotspots. But many health
experts think such tests are a waste of time
and money. In Canada, screening for SARS
atairports in 2003 detected no instances of
the disease; that year sARS killed 774 peo-
ple, including 44 in Canada.

The theatrics of airport checks suit poli-
ticians, who are anxious to be seen to be re-
sponding to worried citizens. It is more
useful to the public to provide those arriv-
ingatairports with information explaining
what to do if they develop symptoms, says
Agoritsa Baka of the European Centre for
Disease Prevention and Control.

Efforts are better spent boosting infec-
tion-prevention measures at hospitals,
says Ms Baka. Health workers are often
among the first to be infected by a new vi-
rus, which they pick up from patients. They
then pass it on to their families and other
patients. In the global SARS outbreak in
2002-03 about a third of those infected
were health workers.

The best way to nip an outbreak in the
bud is for disease detectives to locate those
infected. The goal is to prevent them from
passing the virus to others, by isolating
them in hospitals and at home. Most coun-
tries ask people to quarantine themselves
voluntarily. Some will demand court or-
ders to enforce such rules if people rebel.

When an outbreak grows from a few
clusters of cases into an epidemic, cities
may go further in their efforts to keep peo-
ple apart. Japan and some European coun-
tries close schools for short periods if flu

seasons look as though they will be partic-
ularly bad. In 2009 Mexico City shut down
bars, cinemas, churches and football stadi-
ums for 13 days to try to stop the spread of
swine flu.

Locking down large areas, as China is
currently doing with the entire province of
Hubei, with a population of nearly 6om, is
untested in modern times. Such efforts can
backfire. One lesson from the Ebola out-
breaks in west Africa is that if those under
quarantine are not cared for and do not feel
that the suffering they are enduring for the
common good is respected, they will try to
evade the quarantine, says Jeremy Konyn-
dyk of the Centre for Global Development, a
think-tank in Washington. That makes
matters worse because in an outbreak it is
crucial toknow who is infected, where they
have been and where they are going. A
heavy-handed attempt to quarantine West
Point, a settlement of 70,000 people in
Monrovia, Liberia’s capital, during the
Ebola outbreak in 2014 was abandoned
after residents responded with riots. By
contrast, a similar but well-organised
quarantine in Sierra Leone, in which tradi-
tional leaders were brought on board first,
did not meet resistance.

If China’s drastic measures help delay
epidemics of the Wuhan virus in other

International

countries by a few months, that could
make a huge difference, says Dr Farrar.
Hospitals in Europe and America will be
better placed to handle a surge of infec-
tions in late spring, compared with Febru-
ary when they are overwhelmed by the
peakin cases of the seasonal flu. Such a de-
lay could also be crucial for testing a vac-
cine for the Wuhan virus. Several are al-
ready in the works in China, America and
Australia. Dr Farrar reckons a vaccine could
be ready for clinical trials in 6-12 months.

Whenitisclearthatan epidemic cannot
be controlled, authorities go into mitiga-
tion mode. That involves setting up places
to care for patients when hospitals over-
flow, and systems to identify which pa-
tients should be treated first when medical
supplies run short. But few countries put
such measures in place in advance. China
is frantically building extra hospitals in
Wuhan to accommodate the current surge
in numbers of patients.

Sometimes no preparation can suffice.
“It will not be possible to halt the spread of
a new pandemic influenza virus, and it
would be a waste of public-health re-
sources and capacity to attempt to do so,”
admits Britain’s flu pandemic prepared-
ness strategy. At that point, officials are left
hoping for the best. B

Coronavirus economics

Locked down

SHANGHAI

China’s semi-quarantine will hurt growth at home and abroad

HE YU GARDEN, a 16th-century complex
Tof pavilions and ponds in the heart of
Shanghai, is all gussied up for the Chinese
new-year holiday. Its walkways are be-
decked with colourful lanterns, its stalls
laden with dumplings, its entrances
flanked by dozens of security guards to
handle crowds. Just one thing is missing:
people. Fearful of coronavirus, they are
staying home. “I'll be doing well if I make a
few sales today,” says Li Xinming, manager
of a silk-scarf shop. Last year Yu Garden at-
tracted 700,000 visitors during the holiday
week, peak season foritand its merchants.
This year, Mr Li says his losses might wipe
out his earnings for months to come.

The question for China, and for the
many companies and countries around the
world linked to its economy, is whether Mr
Li’s travails are indicative of a much broad-
er problem. The obvious reference point is
China’s battle with SARS, another coronavi-
rus, in 2003. Growth slowed sharply at the
height of the epidemic but rebounded
swiftly after it was contained. Other recent

epidemics have reinforced the impression
that economists should not be overly wor-
ried, so long as good doctors are on the job.
Neither avian flu in 2006 nor swine flu in
2009 dimmed the global outlook.

Yet even flint-hearted investors are
wondering whether the new epidemic
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might be worse. Stocks in Hong Kong have »»
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» fallen by nearly 10% as reported infections
have steadily increased. Tremors have also
rippled through global markets.

The concernisless the severity of the vi-
rus, which seems less lethal than SARS, but
rather the nature and potential duration of
China’s efforts to bring the outbreak under
control. And disruption in China, the
world’s second-biggest economy, has glo-
bal consequences. “It’s not the disease, it’s
the treatment,” wrote analysts with Gave-
kal Dragonomics, a consultancy. The World
Bank has estimated that as much as 90% of
the economic damage from epidemics
stems from people’s fear of associating
with others, which leads offices and stores
to close. In China, this is being magnified
by the government’s policy of isolating af-
fected areas and limiting interpersonal
contact throughout the country. While
public-health experts debate whether this
is the right approach, economists will
count the costs.

The most direct impact is being felt in
Hubei province. First Wuhan, its capital,
was placed under quarantine. Then the rest
of the province, home to nearly 6om peo-
ple, was locked down, too. Apart from food
trucks and medical supplies, little can en-
ter its cities and villages, and few are per-
mitted to leave. Such a large-scale isolation
is unprecedented as a public-health strat-
egy. Economic activity of just about any
kind, short of hospital care and movie
streaming, has ground to a halt. Hubei gen-
erates 4.5% of China’s GDP, so the closure
will leave a hole.

Other cities in China may not be under
quarantine but thatis whatlife feels like for
their residents. Instead of getting together
with family and friends, attending temple
fairs and going to restaurants—all, de-
pending on where one lives, staples of the
holiday—people have shut themselves in.
The government has encouraged them to
avoid crowds; many need little prodding.

That will be adrag on consumption. The
extent of the damage will depend on how
long it takes to stop the virus, but the tim-
ing is already rotten. Last year retail sales
exceeded 1trn ($144bn) yuan during the
new-year week, a third more than an aver-
age week. This year, sales are sure to fall
well short of that.

Some industries are being hit especially
hard. The holiday accounted for 9% of Chi-
na’s box-office revenues last year. This year
almost all of the country’s 11,000 cinemas
are closed. Spending on domestic tourism
during the new-year week reached more
than soobn yuan last year, about 8% of the
annual total. This year, fearful of the virus,
people have cancelled trips.

There are also worries about how the vi-
rus will affect factories and offices. Several
major economic centres, including Shang-
hai and Guangdong province, have extend-
ed the new-year holiday by a week, telling

companies towait until Februaryioth to re-
start. Chinese businesses are always slow
to get back up to speed after the holiday.
The extra week will make them slower,
even if some firms such as Tencent, a tech
giant, let employees work from home.
Moreover, tens of millions of migrant
workers, back in their hometowns for the
holiday, may wait for the epidemic to re-
cede before crowding onto trains and buses
to return to their jobs.

Ifeel your pain
One crucial difference compared with SARS
is China’s importance for the rest of the
world. In 2003 China generated 4% of glo-
bal GDP. Last year, it was 16%. The slow-
down in consumption and the disruption
to production will not stop at its borders.

Countries accustomed to big-spending
throngs of Chinese tourists face a brutal
stretch. China’s government has ordered
all tour groups to be suspended until the vi-
rus is contained. In Thailand, authorities
expect the number of Chinese visitors will
fall by 2m to 9gm this year, reducing tourism
revenue by some $1.5bn. Share prices of air-
lines have plunged; past epidemics have
caused huge, if temporary, drops in passen-
ger traffic, and China is the world’s biggest
outbound international travel market.

Companies that have hitched them-
selves to China’s fast-growing middle class
are also vulnerable. Starbucks has tempo-
rarily closed more than half of its 4,292 ca-
fés in China. Footfall in those still open is
scarce, with some posting signs that pa-
trons may only enter if they are wearing
face masks. Sales of masks are, indeed, a
rare bright spot for companies such as 3m.
Disney closed its resort in Shanghai for the
new-year holiday, one of its busiest weeks
of the year (adding insult to injury, China
has just entered the Year of the Rat and the
Chinese term for rats also refers to mice, a
fine marketing opportunity for a brand
builtaround them).

Factory closures will cascade through
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the global economy. Wuhan is a manufac-
turing hub, especially for autos. Nissan,
Honda and General Motors have plants
there. Bloomberg ranks Wuhan 13th out of
2,000 Chinese cities for its role in supply
chains. One local company, Yangtze Opti-
cal Fibre and Cable, is the biggest maker of
the wires that carry data around the planet.

Even if work stoppages elsewhere in
China are milder, they will affect a wide
range of sectors. Some are vital; roughly
80% of active ingredients for all medicines
come from China. Others are less so; China
supplies 90% of the world’s plastic flowers.
Shares in Foxconn, which makes phones
for Apple, have fallen by 10%.

Many companies were already working
toreduce theirreliance on China’s factories
because of its trade war with America. The
virus is a powerful reminder that, politics
aside, a diversified base of suppliers is a
good insurance policy. But the past year
provided a lesson in how difficult that is;
despite the tension with America, China’s
share of global exports actually increased.
Companies will struggle to find substitutes
forits manufacturing muscle.

Addingitall up, the Chinese economy is
in for a grim start to the Year of the Rat, and
this will cast a shadow globally. Chen Long
of Plenum, a consultancy, thinks China’s
growth could slouch to 2% year-on-year in
the first quarter, its weakest in decades,
down from 6% in the final quarter of 2019.
But he expects a strong rebound when the
country gets back to normal. People long
cooped up will flock to shops and restau-
rants. Factories will rush to make up for
lost time. To give the recovery a push, offi-
cials will increase infrastructure spending.

The unknown is when normality might
resume. In Yu Gardens, Mr Li could not
wait. With business way down, he has told
the three assistants in his silk-scarf shop to
stay at home, unpaid—typical for small
businesses in China. The death toll from
the coronavirus is rising. And the whole
country is payinga price.
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Labour in Deutschland AG

Unseating an old idea

BERLIN

As giving workers a role in management gains fans elsewhere, the birthplace of

the notion is having second thoughts

NE HUNDRED years ago, onJanuary 13th
01920, thousands took to the streets of
Berlin, waving red flags and chanting slo-
gans demanding more power for workers
as lawmakers in the Reichstag debated a
bill on works councils. Placards called, in
Gothic script, for volle Mitbestimmung. The
“full co-determination” the protesters de-
sired amounted to nothing short of an
equal say for workers and bosses in com-
pany management. The security police
killed 42 and injured more than 100 in the
young Weimar Republic’s bloodiest epi-
sode to date. Friedrich Ebert, the president,
declared a state of emergency.

In the past century German bosses, long
opposed to the idea, have made their peace
withit. Co-determination hasbecomeade-
fining feature of German capitalism. And
an appealing one, across the West’s politi-
cal spectrum. France’s centrist president,
Emmanuel Macron, mutters about want-
ing more of it. Theresa May set up a com-
mission to look into how it might work in

Britain while she was the Conservative
prime minister. Most volubly, Elizabeth
Warren, a progressive senator from Massa-
chusetts vying for the Democratic presi-
dential nomination, has a bill that would,
among other things, reserve 40% of board
seats of companies with revenues over
$1bn for workers’ representatives. Many
Americans wouldn’t mind; Civic Analytics,
a data firm, finds majorities of both Demo-
craticand Republican votersin favour of al-
lowing employees at big firms to elect rep-
resentatives to the board of directors.

As other advanced economies toy with
the notion, however, parts of Deutschland
AG are asking whether it is fit for the times.
To some captains of German industry, the
answer is no longer a docile natiirlich.

German co-determination comes in
two varieties, enshrined in a law from 1976
passed after relations between labour and
bosses soured in the wake of that decade’s
oil crisis. Workers in any firm with more
than five employees can by law form a
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works council that co-decides some issues,
like working hours or maternity leave, with
management and co-operates with trade
unions in industry-wide collective bar-
gaining. At firms with 500-2,000 employ-
ees, worker and union representatives geta
third of seats on the supervisory board,
which in Germany’s two-tier board struc-
ture oversees the management board. (In
those with more than 2,000 workers em-
ployees can nominate half of supervisory-
board members.)

These days only around 10% of firms
with more than five employees have a
works council, chiefly because nine in ten
German companies have one to 20 employ-
ees, who can talk to the boss directly. But
the biggest 28,000 firms still have one. In
2016, the latest year for which figures are
available, 641 German firms had superviso-
ry boards with equal worker representa-
tion, down from 767 in 2002.

Boon or boondoggle?

Defenders of co-determination argue that
it underpins many of German business’s
virtues. Its globally admired apprentice-
ship system “would not exist without co-
determination”, says Anke Hassel of the
Hertie School of Governance; the works
councils sustain it because they see itas an
investment in the workforce and push
companies to hire apprentices. More im-

portantly, co-determination soothes in-
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What's American for Mitbestimmung?

BERLIN
Most of the world has yet to embrace co-determination

ORKS COUNCILS and worker repre-

U V sentatives on boards are a German
invention. But Mitbestimmung has
spread throughout Europe. Nineteen of
the EU’s 27 post-Brexit members—all bar
Belgium, Bulgaria, Cyprus, Estonia, Italy,
Latvia, Lithuania and Romania—have
some “co-determination” in the private
sector, at state-run firms or both. So does
Norway, which is not in the EU.

Rules differ. In Sweden workers have
the right to be represented on boards of
firms with more than 25 employees. In
Luxembourg the threshold is1,000. Seats
reserved for workers range from one in
Croatia to half the board in Slovenia. In
Norway and Sweden workers’ repre-
sentatives sit on firms’ sole management
board. Their Austrian and Slovakian
counterparts are members of the super-
visory board, the upper tier in two-layer
board structures like Germany’s.

Outside Europe the practice has not
taken hold (South Korea is a rare excep-
tion). In many countries unions play the
role of works councils. America’s Wagner
actof1935 prohibits the formation of any
form of employer-employee committee
that has the power to decide on working
conditions and labour-management
relations, observes Steffen Miiller at the
Halle Institute for Economic Research.
Some American unions oppose co-deter-
mination for fear of being usurped.

America’s private-sector unions have

» dustrial relations during downturns. In the
dark days of the global financial crisis of
2007-09, when demand for German manu-
facturers’ products dried up, the system
made it easier for the two sides to engineer
a compromise: employees kept their jobs
in exchange for agreeing to fewer hours
(and soless pay) and thriftier holiday bene-
fits. Productivity improved. When the re-
cession ended in 2010 firms were immedi-
ately able to ramp up production.

A study published in October by the
Hans Bockler Foundation, the trade un-
ions’ think-tank, concluded that compa-
nies with labour representatives on super-
visory boards did considerably better
during the financial crisis and its after-
math than those without. They sacked few-
er workers and reinvested more. Their
cumulative total returns between 2006 and
2011 were also 28 percentage points higher.
Co-determination, the reports’ authors
conclude, “prevented short-sighted deci-
sions by management”.

People to the power

seen membership collapse in recent
decades, leading to renewed interest in
co-determination. The idea faces resis-
tance—and not only from employers. In
2014 workers ata Volkswagen plant in
Tennessee voted against being repre-
sented by the United Auto Workers, one
of America’s biggest labour unions,
which had planned to introduce a Ger-
man-style works council at the plant.
Local Republican leaders convinced
enough workers that this would hurt jobs
by detering other businesses from in-
vesting in Tennessee.

Armed with such numbers, and jolted
by fears of what globalisation and digitisa-
tion might mean for German workers, un-
ions are demanding more of it. Rainald
Thannisch of the DGB, an umbrella group
for German organised labour, wants equal
representation for workers on supervisory
boards at any firm employing more than
1,000 people (and one-third of the seats at
firms with 250 employees). Legal loopholes
that allow companies to avoid co-determi-
nation, such as being owned by a founda-
tion, must be closed, Mr Thannisch says,
and penalties for employers who prevent
workers from forming a works council en-
forced more stringently.

Although they mostly accept co-deter-
mination’s peacemaker role in industrial
relations, German bosses bridle at such
proposals. Two-thirds of those who run
firms with equal worker representation on
the supervisory board see even the current
version of co-determination as a handicap
to doing business, according to the BDA, an
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employers’ association. Talk to chief exec-
utives and many gripe how works councils
and bloated supervisory boards slow deci-
sion-making and add costs (since works-
council members are paid for every hour
they deliberate among themselves and
with management). This, they add, dis-
courages bold leadership and puts off for-
eign investors. It may tempt managers to
buy labour’s support, as some of Volks-
wagen’s did in 2005 by creating a slush
fund for the carmaker’s powerful works
council to secure favourable votes in deci-
sions on the firm’s restructuring (the exec-
utives responsible were prosecuted). Noris
it necessarily fair to all employees. One
boss of a company in the DAX 30 index of
Germany’s biggest listed firms notes wryly
that co-determination ignores German
multinationals’ foreign workers, whose in-
terests may differ from domestic ones.

All this explains why companies that
can avoid co-determination try to do so.
Many in the Mittelstand, as Germany’s me-
dium-sized export powerhouses are collec-
tively known, convert into a Societas Euro-
paea (SE), a public company registered
under European Union corporate law that
is exempt from co-determination rules, be-
fore reaching the soo-employee threshold
for worker board membership. (Converters
must keep co-determination if they had
more than 500 workers before the conver-
sion.) Some flee abroad, for example trans-
forming themselves into a British plc.

Gunzburger Steigtechnik, a maker of
ladders in Bavaria, has more than 350 staff
but no works council. Employees are in-
volved in big decisions, insists Ferdinand
Munk, the boss, whose family has owned
and run it for four generations. The com-
pany pays attention to workers’ special
needs—such as organising an employee’s
shift around the care of his ailing wife—
without badgering by a works council. A
formal structure, Mr Munk thinks, would
only slow things down. He says that co-de-
termination is “actually counterproduc-
tive” in an age where speed and nimble-
ness are of the essence. Mario Ohoven,
head of the Mittelstand association, calls it
“out of date”.

Most employers concede that co-deter-
mination played a constructive role in the
decades after the war. But times have
changed. The world is overtaking German
corporate giants. Only one, SAP, a software-
maker, is among the world’s 100 biggest
companies. Apple’s $1.4trn market value is
roughly that of the entire DAX 30. Co-deter-
mination may not be the sole reason. Euro-
pean countries which do not embrace it
hardly do better. But as cars go electric and
manufacturing goes digital, German in-
dustry faces drastic restructuring—includ-
ing of its biggest companies’ vast work-
forces. Bosses who agree with Mr Ohoven
will be ever less timid to say so. &
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Electric vehicles

Car stock racing

Tesla is proving itself as a carmaker. Is
its tech-like valuation justified?

N ITS QUEST to “accelerate the world’s

transition to sustainable energy” Tesla is
different to other carmakers. Their mission
is less to change the planet and more to
make and sell as many cars as possible. De-
spite its technological lead in electric cars,
Tesla has struggled with the mundane task
of mass-producing vehicles. Of late, how-
ever, the firm has started to hit production
targets. Itis even turninga profit. Thatsuch
milestones seem modest by car-industry
standards has not stopped investors from
swooning. Tesla’s market capitalisation
surpassed $100bn in January and is now
only exceeded by one other carmaker,
Toyota, a Japanese giant. It is worth more
than Germany’s Volkswagen, which made
more than 1om cars last year, 30 times as
many as Tesla. It has lapped premium ri-
vals like BMw (with a market value of
$47.5bn) and Daimler ($51.2bn).

The latest indication that Tesla is at last
making an impression as a manufacturer
came with its fourth-quarter results, un-
veiled onJanuary 29th. After years of losses
the firm made an operating profit—of
$359m—for the second quarter in succes-
sion (though it still lost money for the
year). Its boss, Elon Musk, was uncharac-
teristically restrained but noted revenues
in 2019 of nearly $20bn without spending
cash on advertising. Earlier in the month

Tesla also revealed delivery numbers that
pleased analysts and seemed to show that
the firm has put behind it what Mr Musk
had called “production hell” around the
Model 3, its first mass-market car.

Profits and production are not the only
reasons Tesla is joining the automotive
mainstream. New products and plants are
also on track. Its Cybertruck, an angular
pick-up straight out of a 1980s sci-fi flick,
which Mr Musk unveiled in November, is
set to hit roads in 2021. This year Tesla will
launch the Model Y, a smaller suv, and the
Roadster, a pricey sports car. It has just
started making Model 3s at a new “Gigafac-
tory” in China, showing that it could react
far more swiftly than leaden-wheeled com-
petitors; it got the plant in Shanghai up and
running in n months. It is set to break
ground on another in Germany.

If all goes to plan, reckons Morgan Stan-
ley, a bank, Tesla will be making 2m vehi-
clesayearby2030andits operating margin
over the next decade will average 8.3%.
That would put it close to the current out-
put and profitability of both BMw and
Daimler (at least before their margins be-
gan to be squeezed by heavy investment in
electrification, both to catch up with Tesla
and to meet European emissions rules).

But then why is Tesla worth twice as
much? For one thing, its electric-car tech-
nology leaves rivals in the dust. It is also
unencumbered by the legacy of a business
based on internal combustion engines,
which, reckons UBs, another bank, could
make it the world’s most profitable car-
maker. Jefferies, one more bank, points out
that a stronger balance-sheet (should it in
fact strengthen) would allow Tesla to start
thinking beyond merely making cars. It
speculates that the firm may confirm it is
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working on a project to develop a “million
mile” battery, which will set a new stan-
dard for energy density and lifespan.

Its ambitious expansion nevertheless
faces many challenges of the car industry:
spiralling labour costs, warranty issues,
cut-throat competition as rivals (including
go-getting Chinese ones) close the technol-
ogy gap. For the time being, Tesla may bask
in a Big Tech valuation, predicated on its
disruption of carmaking. Investors appear
keener than ever to condone itsjoyride. But
if recurring profits do not materialise, ex-
pect them to confiscate the keys. W

Luxury cast-offs

Not for sale

PARIS
Luxury groups ponder ways to get rid
of their unsold inventory

VERY FROCK sold by the likes of Gucci or

Givenchy is billed as a must-have that
season. But, it turns out, some are more
must-have than others. For all the hype
they generate, even leading fashion brands
struggle to shift much more than half their
wares at full price. Whom to sell to once
fickle fashionistas have moved on to the
next trend? The luxury world is desperately
searching for new ways to find a worthy
closet for this unwanted inventory.

Dealing with “end-of-season” merchan-
dise is a particularly thorny problem for
luxury brands. Offering discounts to of-
fload ageing wares is a time-tested trick
among retailers. But cutting prices to clear
the shelves is a bad look for labels whose
raison d’étre is to exude exclusivity.

Chic brands used to bin last year’s garb
quietly rather than sell them cheap. That
changed after July 2018, when Burberry, a
British purveyor of upscale macs, faced a
furore as it disclosed having destroyed
$38m of bling (it claimed incinerating
them was a way of generating energy).
France will ban the practice entirely
by 2023.

Luxury groups are loth to reduce pro-
duction, given that goods can be sold for
ten times what they cost to make. But put-
ting up “Sale!!!” signs is considered un-
couth. Plus, says Luca Solca of Bernstein, a
broker, “you have to weigh cash made from
discounted sales with the damage done to
the value of the brand.” Prada, a posh Ital-
ian label, said last year it would end all in-
store discounts.

Some brands’ offerings are so time-
less—a Hermes handbag, say—that sea-
sonality is not an issue. Others manage to
get rid of old stuff by offering discreet
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» Many of the duds used to end up on the in-
ternet, sold cheaply on sites like Yoox and
Saksoffsth.com (though labels now see
more potential to sell online at full price).

None of this will be enough to get rid of
an outmoded collection—or diminish the
pile of unsold items that analysts expect as
aresult of the coronavirus, which will force
Chinese travellers to cancel shopping trips.
To really shift stocks, brands now look to
outdoor malls that group together “factory
outlets”. The likes of Bicester Village, an
hour’s ride from central London, resemble
what a Chinese tourist thinks a quaint

Europeanvillage ought tolooklike, crossed
with an airport shopping concourse. The
shops are full of the stuff famous brands
could not sell at full price elsewhere. Goods
typically sell for 70% of high-street prices.
The concept is booming. Out of an esti-
mated €281bn in personal-luxury sales last
year, €37bn were in such physical off-price
stores, according to Bain, a consultancy.
The figure has shot up by 85% in five years.
But using the outlets for anything beyond
liquidating inventory—for example by
stocking them with cheaper, second-tier
collections—is a way to dent a brand’s ca-

From the cradle to the Grove

Business lessons may not always apply to government

ANY PEOPLE have a favourite book

that they like to hand out to friends
and colleagues, ranging from Doris
Lessing’s feminist bible “The Golden
Notebook” to Ayn Rand’s libertarian saga
“The Fountainhead”. The chosen tome of
Dominic Cummings, a special adviser to
Boris Johnson, Britain’s prime minister,
is rather more specialist. Itis “High
Output Management” by Andrew Grove,
the late chairman of Intel, a chipmaker.

As management books go, Mr Cum-
mings made an excellent choice—
Grove’s text is clear, practical and free of
both pomposity and jargon. Any manag-
er could benefit from his insights into
issues such as planning and perfor-
mance reviews. The book has been pop-
ular in Silicon Valley ever since it was
first published in 1983.

But how much use will the book be to
British civil servants, or indeed any
government official? At Intel, Grove’s
goals were clear: to produce the most
powerful, reliable microprocessors at the
lowest possible cost. The market rein-
forced efforts to meet these goals every
day. A competitor might always produce
a better, cheaper product (hence the title
of another Grove book, “Only the Para-
noid Survive”).

Even though they involve manage-
ment, governments are not businesses.
They are rarely engaged in manufactur-
ing. The services they offer are not usual-
ly being provided in a competitive mar-
ket. And the outputs they produce are
notoriously hard to define.

Take the provision of welfare bene-
fits. A government might choose to aim
atawhole range of targets. The provision
of benefits at the lowest administrative
cost; ensuring that no genuine claimant
goes without food or shelter; reducing
fraud; making the application system as

simple and transparent as possible; setting
the level of benefits so that applicants are
encouraged to seek work; and so on. Some
of these targets might be incompatible
with others. Politicians may choose to
prioritise one but they will come under
pressure if they fail to meet another: if
fraud rises, say, or if claimants are left
destitute. So civil servants may be forced to
chase all the goals simultaneously (more
like the modern-day notion of “stakehold-
er capitalism” than the shareholder focus
Grove represents).

Nor can one rely on everyone to pursue
the targets that politicians set. In the 1980s
the British government changed the defi-
nition of unemployment in a number of
ways that reduced the claimant count. But
the result was a rise in the number of
people on sickness benefit. The doctors
who attested to the sickness claims were
not under the direct control of ministers.
Many were sympathetic to claimants ata
time of rapidly rising joblessness.

The theme which runs through Grove’s
book is the “breakfast factory”: a restau-
rant that serves the customer with an egg,
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chet permanently, warns Mr Solca. Best to
keep only the most questionable styles and
weirdest sizes in stock, and to push a
brand’s real aficionados to Regent Street or
Avenue Montaigne.

Two things may come to the rescue of
exasperated inventory liquidators. The
first is the rise of second-hand-clothes
sales online: expect to see many “used”
frocks on offer that are in fact brand new.
The second is “up-cycling”, when an un-
sold dress gets trimmed, combined and
dyed into a new fabulous outfit. For luxury
brands, these two trends are unmissable. |

g
toastand coffee in the most efficient
fashion. But running a governmentis a
lot more like operating a café where
some customers are vegan, others are
gluten-intolerant, some want mint tea,
and the staff treat the enterpriseas a
workers’ co-operative and (possibly to
their boss’s dismay) refuse to take money
from patrons.

Where Grove does on occasion stray
into public policy, it is easy to see where
his approach falls short. He compares the
way that American embassies assess
visas with manufacturers testing compo-
nents. The vast majority of visas are
processed without fuss, so why not testa
sample rather than every single applica-
tion, and reduce the time wasted by staff
and applicants? Politicians would be
extremely reluctant to take such aline, in
case a single terrorist entered the coun-
try on an unchecked visa. Grove’s analy-
sis of America’s criminal-justice system
suggests that the main constraintis a
lack of prison places. At no point does he
consider whether, in a country which has
long locked up more people proportion-
ately than anywhere else, prison is the
most effective way of dealing with crime.

This does not mean that government
can learn nothing from business. But the
idea that businesspeople will automati-
cally translate their success into govern-
ment has been proved false by a host of
examples, from Silvio Berlusconi in Italy
to Rex Tillerson, head of ExxonMobil
turned America’s secretary of state. They
pull levers and find that nothing moves
the way they expect.

Itwon’t do civil servants any harm to
read “High Output Management”. But it is
notaroad map for managing govern-
ment. At least the officials can be grateful
for small mercies: Mr Cummings isn’t
making them read “The Fountainhead”.
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Online governance

A court of public opinions

MENLO PARK

Facebook prepares to hand decisions about contentious content to an

independent arbiter

N NOVEMBER 1999 the Internet Corpora-
tion for Assigned Names and Numbers

(1CANN), which oversees the web’s address
book, held its inaugural annual gathering.
Two decades later the online world faces
another constitutional moment, this time
courtesy of a company which has profited
from the internet’s stupendous growth—
and is blamed for many of its ills, from pri-
vacy abuses to the spread of disinforma-
tion. On January 28th Facebook unveiled a
draft of the bylaws of what it calls an “over-
sight board”: an independent group of ex-
perts charged with the power to review—
and overturn—decisions by the firm’s army
of content moderators. The world’s largest
social-media conglomerate hopes to have
the body up and running in a few months.

Some hope the entity will evolve into an
online ombudsman—perhaps even a “su-
preme court” for other big Western inter-
net platforms—to oversee not just content
moderation, but data-gathering and algo-
rithm design. Others view it as no more
than Facebook’s figleaf: an attempt to fore-
stall real regulation and palm off responsi-
bility for controversial posts. What should
users, regulators and investors make of it?

The board certainly looks like a serious
effort at institution-building—something
“no firm has ever done before”, in the
words of Kate Klonick of St John’s Universi-
ty School of Law in New York, who was al-
lowed to play fly on the wall as the board’s
contours were drawn up. Facebook hired a
(majority-female) team of 12 people, most-
ly lawyers, to oversee the body’s creation.
Some used to work at the White House and
the UN; others came from media firms and
consultancies. Over the past year they so-
licited input from more than 2,500 people
at 60-odd workshops around the world.

The result is unique: a sort of regulatory
startup. The board will have its own staff of
30-40, budget (Facebook has earmarked
$130m over six years) and a trust to manage
it all. Facebook will appoint the first three
co-chairs, who will then recruit other
members (for a total of 40, each serving a
twice-renewable three-year term). The
board will have its own website to receive
and review appeals. These can be lodged by
users of Facebook (and of Instagram, its
photo-sharing app) who feel their post has
been unfairly removed and not restored. If
the company itself is having trouble decid-
ing whether to restore content, it too can
file “emergency requests”.
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Each submission triggers a 9o-day pro-
cess. The emergency requests will be han-
dled faster: in 30 days. If the board agrees to
hear a case, a group of five members (who
will remain anonymous for security rea-
sons) consults experts and makes a deci-
sion, which it must present in plain lan-
guage. Facebook has a week to comply with
a ruling (and can apply it to selfsame con-
tent elsewhere on the network). The board
can also make “policy recommendations”,
such as amending Facebook’s “community
standards”. Though these are non-binding,
the firm will have to explain itself publicly
ifit chooses to ignore them.

Internet-governance nerds have ques-
tions aplenty. Will users and authorities
deem the board legitimate? Much will
hinge on the geographic and biographical
diversity of itsinitial members, reckons Ms
Klonick. Will it have the capacity to deal

Facebook’s self-examination
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with appeals? The board is expected to con-
sider no more than a few dozen cases a
year, compared with 3.4m posts Facebook
declined to restore in the first quarter of
2019 alone (not counting spam, see chart).
Some fear that Facebook could flood it with
emergency requests to distract from incon-
venient ones for the company.

Most important of all, how powerful
and independent will Facebook allow the
board to become? And how will it affect the
firm’s business? The answer is not very and
not much—for now. The board’s decisions
will be based not on real-world laws but on
the community standards, which are
vague. Initially it will only rule whether in-
dividual pictures and posts ought to have
been taken down, though the company
promises to extend the board’s ambit to en-
tire Facebook pages and groups and also to
whether certain posts should be up in the
first place, once the technical infrastruc-
ture is in place. If this makes the social net-
work seem more salubrious, it may lure
more corporate advertisers, the fount of Fa-
cebook’s revenues (which grew more slow-
ly last quarter than ever before).

Things would get more complicated
were the board granted a say on how Face-
book gathers data or designs algorithms.
The company does not rule out the pos-
sibility. But Nathaniel Persily of Stanford
Law School argues that broadening the
board’s remit too far, too fast, could be
tough. Unlike for content, he observes, no
proven judicial model exists for reviewing
algorithms. More cynically, Dipayan Ghosh
of Harvard University, who once worked at
Facebook, doubts the firm would ever ac-
cept limits on the data it collects or what
content its algorithms show in the Face-
book newsfeed.

The last set of unknowns concerns how
others, notably governments and rival
platforms, will react. If Big Tech takes up
FacebooKk’s invitation to sign up to its cre-
ation, it could indeed turn into a court of
appeal for cyberspace. This looks unlikely
in the near term: why would a Google let
someone else tie its hands? Some govern-
ments, for their part, may see the board as
competing with official efforts to regulate
speech online. However, both could yet
find the nascent entity useful: a comple-
menttogovernmentactionand, if pressure
on internet firms to moderate content
mounts, a substitute for bodies they would
otherwise need to convene themselves.

A lot rests on how the oversight board
turns out in practice. This will take time to
assess. Even 20 years after its birth ICANN
is a work in progress; just look at the con-
troversy over the recent $1bn sale of .org, a
domain mostly used by charities, to a priv-
ate-equity firm. Atatime when the internet
is torn between its non-commercial roots
and its hyper-commercial present, Face-
book’s experiment is worth pursuing. |
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Schumpeter | An existential questioner

Clayton Christensen’s insight on disruptive innovation will outlive him

roae
gt X

«“« HEN I DIE and they're going to interview me outside of

heaven to decide whether...to let me in,” Clayton Christen-
sen once told an Economist conference, “I'm going to start by saying
‘T've got some questions for you first.” Mr Christensen, who died of
leukaemia on January 23rd, aged 67, was endlessly seeking an-
swers. The most important, to the question “why do great firms
fail?”, inspired “The Innovator’s Dilemma”. The book, published in
1997, popularised the idea of disruptive innovation. It made the
Harvard Business School professor the most influential manage-
ment thinker of his time.

Hedisliked the term “guru”. It satawkwardly with him, as he sat
awkwardly on stage: a lanky two-metre-tall Mormon who laced
conversations with exclamations like “Holy Cow!” and knotted his
fingers together as if trying to stop his enthusiasm from bounding
out. He was the antithesis of Silicon Valley’s self-promoters who,
oftenin his name, turned innovation and disruption into the most
overhyped words in business. Still, unlike most management the-
ories, which live and die like fruit flies, his will outlast him.

Its compelling simplicity caught the zeitgeist justas the disrup-
tive power of the internet was taking hold. It was not wholly new.
As management thought goes, disruptive innovation is no double-
entry book-keeping, or even Joseph Schumpeter’s “creative de-
struction” (on which it was partly built). But it has stood the test of
time so far. In a pleasing symmetry, a business insight that grew
fromresearch on,amongother things, the impact of mini-mills on
the steel industry would apply generations later to the impact Har-
ry’s razors are having on an incumbent brand like Gillette.

In a nutshell, Mr Christensen’s insight was that it is not stupid-
ity that prevents great firms from foreseeing disruption but rather
their supreme rationality. They do “the right thing”, focusing on
better products for their best and most profitable clients, often to
the point of over-engineering (how many Mach and Fusion blades
doesachin need?). Butthatis “the wrong thing” if it blinds them to
the threat from poorly capitalised upstarts offering cheaper stuff
in markets too obscure to worry about. Such threats can swiftly
turn existential if the rivals move upmarket and go for the jugular.

At the time the insight was radical. To business schools it had
seemed obvious that big firms had the resources, the labs and the

boffins to out-innovate anyone. “The Innovator’s Dilemma” chal-
lenged that complacency. It was also inspirational. It gave startups
the confidence to believe that even the best-run incumbents could
be overthrown. That may be why Apple’s Steve Jobs and Amazon'’s
Jeff Bezos were fans—and, once they disrupted their markets, why
they stayed eternally vigilant, even paranoid.

Mr Christensen had his critics. One historian at Harvard Uni-
versity, Jill Lepore, wrote a New Yorker article in 2014 lamenting the
Christensen-inspired “blow things up” style of disruption spread-
ing through corporations, schools, universities, hospitals and
newspapers. She also said some evidence from the industries he
had studied did not support his claims.

“Mr Disrupter”, as his colleagues called him, did himself no fa-
vours by sometimes acting as if he had a monopoly on disruptive
wisdom. Even devotees such as Ben Thompson of Stratechery, a
tech newsletter, point out that for years Mr Christensen shrugged
off Apple’s iPhone as just a fancy mobile phone, because it did not
neatly fit his notion of disruption as a frugal, bottom-up process
(he later conceded it perhaps disrupted the laptop). He felt the
same way about Tesla, which he once brushed off as a luxurious ir-
relevance, and Uber, which started off neither more bare-bones
nor cheaper than taxis. Both may end up rocking the car industry.
The internet has made it easier to provide both the high end and
low end of the market with superior services at the same cost.

Look around, though, and signs of disruptive innovation are
widespread. In India Mukesh Ambani’s Jio, a mobile network of-
fering cheap, high-speed data, has upended the telecoms market—
albeit with oodles of cash from Reliance Industries, India’s most
valuable company. In America, e-commerce-enabled, direct-to-
consumer brands, from razors (Harry’s) to eyewear (Warby Parker)
to mattresses (too many to name), are giving traditional retailers
sleepless nights.

The difference is how incumbents are responding, guided by
Mr Christensen’s counsel. Richard Lyons of the University of Cali-
fornia, Berkeley, calls it “the disruption risk-management sys-
tem”. Some big firms buy up the competition before it hurts them,
as Google did with YouTube, Facebook did with Instagram and
WhatsApp, ExxonMobil did with XT0, a fracking firm, and Danone
did with non-dairy brands such as Alpro. Some take stakes in po-
tential disrupters to keep an eye on them: GM invested in Lyft, now
a listed ride-sharing company, and two other carmakers, Daimler
and Geely, have taken stakes in flying-taxi firms. Others, such as
Apple, have managed to disrupt themselves from within.

A towering figure

Some of the defining business trends of the past decade are, in oth-
er words, infused with Christensenian thinking, which has itself
gone from disruptive to ubiquitous. In other ways, however, Mr
Christensen remained an iconoclast. He was scathing about data’s
ballyhooed ability to predict the future. When he arrived at heav-
en’s gate, he said, one of his first questions to St Peter would be:
“Why did you only make data available about the past?” He was
wary of accepted measures of success, such as fame. Life, he insist-
ed, should be judged by the impact it has on individuals; at its best
management could be “the most noble of professions”, but only if
itassisted others in learning and growing. And he preferred not to
give answers, but to help people work things out for themselves.
The concept of disruptive innovation was just such a pedagogic
aid—and an elegant one. Mr Lyons speaks for many when he says
“We will always remember the beauty.” &
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Asset management

Privacy and its limits

When an idea is universally held in finance it often pays to be cautious. Right
now almost everyone believes that private markets are better than public ones

HERE WAS a time when a sure way to es-

tablish a reputation as a campus sage
was to bang on about the “dialectic”, or the
action of opposing historical forces.
Sooner or later somebody will apply the
term to asset management. The industry is
not short of would-be sages. And it has his-
torical forces of its own to contend with.
Over the past decade there has been a dra-
matic shift towards “passive” funds. They
track publicly listed stocks or bonds that
are liquid—that is, easy to buy or sell. The
most popular funds are huge, run by com-
puters, widely held and have low fees.

This passive boom has spawned its
antithesis—niche, run by humans, secre-
tive, thinly traded and high-fee. Institu-
tional investors are rushing headlong into
private markets, especially into venture
capital, private equity and private debt. The
signs are everywhere. A large and growing
share of assets allocated by big pension
funds, endowments and sovereign-wealth
funds is going into private markets—for a
panel of ten of the world’s largest funds ex-
amined by The Economist, the median share
has reached 23% (see chart1on next page).

Worldwide, pools of private capital, in-
cluding private equity and private debt, as
well as unlisted real-estate and hedge-fund
assets, grew by 44% in the five years to the
end of 2019, according to JPMorgan Chase.
A different way to capture the scale of the
private party is to look at the quartet of Wall
Street firms that specialise in managing
private investments for clients—Apollo,
Blackstone, Carlyle and KKR. Their total
managed assets have risen by 76% in the
past five years, to $1.3trn. They have long
specialised in buy-outs and property. More
recently they have grown in private-debt
markets, too—in total their funds’ credit
holdings have hit $470bn.
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Venture capital (vc), another part of the
private universe, is feverish. SoftBank’s Vi-
sion Fund, a $100bn private-capital vehicle
backed by Saudi Arabia’s sovereign-wealth
fund, has funnelled cash into fashionable,
unlisted startups. Other institutions have
vied with it to write big cheques for Silicon
Valley’s brightest new stars. Already some
of these bets have gone awry. WeWork, an
office-sharing deity-turned-dud, had to
cancel an initial public offering (1p0O) in
2019 after public-market investors balked
at its valuation. This week Casper, a loss-
making firm that sells mattresses on the
web, announced that the value it is seeking
atrpoisbelowits $1.1bn valuation atits pre-
vious funding round.

The flood of capital into private markets
ultimately rests on the belief that they will
outperform public ones. There is evidence
for this—in the past the best-run private-
capital managers have beaten the returns
from public markets, even after generous
fees. And there are grounds to believe that
this was no statistical fluke. Private capital,
say its boosters, reduces “agency costs”.
These arise wherever somebody (the prin-
cipal) delegates a task to somebody else
(the agent) and their interests conflict.
Consider the public markets—no one has a
big enough stake to make it worthwhile to
monitor firms, which as a result get com-
placent or indulge in short-term earnings
management to the detriment of the long
term. Private capital, which is closely held
in a few hands, is supposed to get around
such agency problems.
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»  Yet every investment craze is liable to
overreach, blindness to risk and misallo-
cated capital. Recent converts to the private
world, dazzled by the historical returns,
may not fully appreciate the hazards. The
capital washing into San Francisco’s ven-
ture-capital industry has bloated both the
value of pre-1Po companies and the egos of
founder-managers. The big concern is that
a shift from public to private capital merely
swaps one set of agency conflicts (share-
holders v company managers) for another
(shareholders v private-asset managers).

Where Yale goes the world follows
Private capital was once a fringe interest.
Sowhat changed? The growth in passive in-
vesting has made public markets less com-
fortable for midsized companies. They are
not big or liquid enough to be in baskets of
leading stocks, such as the s&P 500 or the
FTSE 100, that are tracked by giant low-cost
index funds. A generation ago a promising
startup would typically go foran 1po within
four years. Now the remaining active in-
vestors in public markets are less willing to
take a punt on small firms.

Regulation has played a role, too. Legis-
lation in the mid-1990s made it easier to set
up large pools of private capital in America.
Meanwhile the costs and hassle of being a
public company have grown. After the fi-
nancial crisis of 2007-09 new rules made it
costlier for banks to lend. Even before that,
America’s biggest banks preferred to lend
to consumers and blue-chip firms than to
midsized firms. There was a gap in cor-
porate credit that needed to be filled.

There has also been an intellectual rev-
olution among investors, led by the en-
dowments of large American universities,
which in the 1980s began to devote a grow-
ing share of their funds to private assets.
David Swensen, at Yale, was at the forefront
of this approach. The idea was straight-
forward. Because life-insurance funds,
university endowments and sovereign-
wealth funds have obligations far into the
future, they can take a long-term view.
They can sacrifice the liquidity of public
markets for the better returns promised in
private markets—where data are hard to
come by; where assets are complex and val-
ue is hard to appraise; and where finding
the right opportunities takes patience.

Few investors admit it, but there are
other, sly benefits to private-equity funds.
They can pile on more leverage in order to
boost returns. Some pension schemes and
insurers are forced to sell public shares at
the wrong time, when markets tank, either
to comply with solvency rules or because
trustees panic. That is not possible when
your money is locked up in private funds
with lifespans of a decade.

Since the1990s a growing band of inves-
tors have followed the Swensen formula
and moved into private markets in order to
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capture higher returns. Measuring those
can be tricky. How public companies fare is
no mystery—just check the market prices.
But stakes in private-capital partnerships
are not traded continuously. Data are hard
to collect. Funds do not begin or end at set
times; they have “vintages”. Investors only
really know how they have fared once a
fund is liquidated. Until then managers
have a lot of discretion over how assets are
valued. They are notoriously prone to us-
ing metrics that flatter performance. One
trick is to borrow against equity yet to be
called in the early stages of a buy-out. An-
other is to claim to be a top performer by
picking your best vintage.

Nonetheless the academic literature
has concluded that private equity is not all
smoke and mirrors. A landmark study in
2005 by Steven Kaplan of the University of
Chicago and Antoinette Schoar of MIT
introduced a metric called PME (public-
market equivalent) to gauge the merits of
private capital. A recent comprehensive
study based on this technique—by Mr Kap-
lan together with Robert Harris, of the Uni-
versity of Virginia, and Tim Jenkinson of
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Oxford’s Said Business School—finds that
venture and buy-out funds on average did
better than the s&P 500 index by around 3%
ayear after fees. The spread around that av-
erage is considerable. Investors in the top
quartile enjoyed returns that were far high-
er than in public equity; investors in bot-
tom-quartile funds did a lot worse.

Better returns for investors reflect in
large part better operating performance by
the firms that most funds invest in. In the
main, the academic literature finds that
private-equity and venture-capital funds
add value to the firms they own. They raise
efficiency, revenue growth and profitabili-
ty. The firms have better management hab-
its than entrepreneur- or family-owned
firms. Buy-outs lead to modest net job
losses butbigincreases in both job creation
and destruction. They spur greater effi-
ciency by speeding up exit from low-pro-
ductivity “sunset” firms and entry into
more productive “sunrise” firms. vc back-
ing spurs more innovation, patents and
speedier product launches.

A fledgling business requires lots of at-
tention. Patience and freedom toactare ob-
vious virtues in venture capital. “A startup
is like a sailing boat; it needs to tack quick-
ly,” says Roelof Botha of Sequoia Capital, a
vc firm. “It is better suited to the private
markets.” In contrast, “a mature company
is like an oil tanker and is better suited to
the public markets.” Mature firms, though,
sometimes need to quickly change direc-
tion too. That is hard to do in the unforgiv-
ing glare of the public markets. Anything
that upsets the predictability of short-term
profits is likely to frighten shareholders.
Private equity can be more patient, because
ithas control. “We worry about the quarter-
by-quarter performance only if it is symp-
tomatic of a long-term problem,” says Joe
Baratta of Blackstone.

Thebossofarival firm puts it bluntly. In
private equity there is something called the
100-day plan. It sets short-term priorities
(“quick wins”) for a newly acquired firm,
identifies ways to raise cash quickly (to pay
down the debts raised to acquire the firm)
and plots the longer-term strategy. Ima-
gine a CEO of a public company laying out
suchaplanonaconference call to analysts:
“We’re investing in a brand-new IT system;
we are putting up for sale the parts of the
business we believe are not vital to our
company; and we have hired some man-
agement consultants to carry out a strate-
gic review of the other parts.” The response
to this would be a run on the stock, he says.

The liberal use of debt juices up head-
line returns butitalso helps tame the agen-
cy costs that dog public equity. A hefty in-
terest payment each quarter is a spur to
executives to cut costs and raise revenue.
The bosses hired by private-equity firms to
run companies are made to feel such pres-

sures keenly. These managers are of rela- »»
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» tively modest means, but they are required
to co-invest in their firm’s equity. By stack-
ing the firm’s capital structure with debt, a
smallish investment from managers can be
turned into a big slug of the total equity.
Their stake is at risk should the firm falter.

Just as private firms are run better, say
boosters, so private-debt markets operate
in a way that is superior to public ones. In
the 1980s buy-outs were financed by junk
bonds. But the fuel for many private-equity
deals today is leveraged loans, packaged by
banks and sold to investors, and a kind of
public-private hybrid. A broadly syndicat-
ed leveraged loan might have 75-100 buyers
and be traded as much as a listed bond. A
purely private bond might be sold to a
handful of lenders or even just one. Speed
is part of the appeal. If a private-equity firm
can line up private-debt finance quickly it
cansteala march onitsrivals. Private-cred-
it funds often prefer to be the sole debt-fi-
nanciers of adeal, if they like the terms and
judge the company a good risk. Should the
loan souritis easier to cuta deal that limits
your losses when you are the only creditor.
Once again, control—agency—is prized.

Too far, too fast

The private-investment boom shows little
sign of stopping. Low interest rates mean
that a global hunt is on for higher returns.
The boss of a big American state-pension
scheme says he wants to allocate more to
private investments in order to try to plug
the pension scheme’s gaping funding defi-
cit. Like many sovereign-wealth funds,
South Korea’s National Pension Service has
a target to raise its allocation to alternative
investments, to15% from 12% in 2018.

Yet anyone running a big investment
organisation should worry about three
things. First, as even more capital floods
into private markets, returns will inevita-
bly suffer. In their big study Mr Kaplan and
his colleagues find that while buy-outs’ re-
turns beat the s&P 500 in nearly all vintages
before 2006, they have more or less
matched public-equity returns since. Priv-
ate-equity funds used to buy businesses
that were much cheaper than listed firms.
But the big beasts of private equity are be-
coming ever bigger. They have large fixed
costs to cover: to meet those, there will be
pressure to do deals that would not have
passed muster in the past.

This pressure is already visible in ven-
ture capital. Very few new firms are world-
beating. Lots of capital has gone to startups
that are variations on established themes:
enterprise computing; platforms that
bring providers of services (taxis, lodgings,
office space) and consumers together; and
retail sales via the internet. As more and
more capital seeks a piece of the action, the
valuations of firms are inflated. “You have a
lot of zero-sum expenditure,” says a Silicon
Valley bigwig. “Think of all those subsi-
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dised taxijourneys from Uber and Lyft.”

A second concern is liquidity. In princi-
ple, there are rewards for tying up money
for five to ten years. It affords time for Sili-
con Valley to turn fledglings into global
firms and for private-equity firms to trans-
form sluggish businesses into world-beat-
ers. But even long-horizon investors have
ongoing demands on their cash, for exam-
ple paying the beneficiaries of a pension
scheme, meeting commitments to put
fresh cash into buy-outs, or (for universi-
ties) paying for research grants and bursa-
ries. It is a headache for investors to man-
age their liquidity needs when a large
chunk of their assets are private and illi-
quid. Payment flows are unpredictable.
And capital calls often come at the worst
time: during recessions. It is only then that
alot of investors discover that they are less
patient than they had believed themselves
to be when liquidity was plentiful. Illiquid
assets cannot easily be sold to take advan-
tage of low prices in public markets, for in-
stance during crises, when other investors
are forced to sell.

The final concern is agency costs. Pri-
vate capital may be a solution to the age-old
agency problem between shareholders and
company bosses. Butitalso creates another
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one between institutions (the limited part-
ners) and the private-asset managers (the
general partners) to whom they supply cap-
ital. Fees are high. And private-capital
managers enjoy a great deal of discretion
over how they value their assets and the
timing of buying and selling decisions. Just
as there are costs of monitoring the man-
agement of public firms there is a cost to
monitoring your private-capital manager.
In some regards, private shareholders
can be more lax. The 1980s buy-out boom
was powered by a backlash against the im-
perial CEO, who was more interested in em-
pire-building than profits. An irony is that
the clubby nature of the venture-capital in-
dustry seems to have fostered a new kind of
imperial founder-manager—whose behav-
iouris brattish, and who takes investors for
granted, or even for aride. The managers of
vc firms “don’t want to piss the ceo off, be-
cause they can’t be badmouthed in startup
circles,” says a Silicon Valley figure. So “you
end up with a list of enablers at board lev-
el.” Agency costs are still alive and kicking.

The limits of privacy

What will people make of today’s rush into
private markets in a few years’ time? Per-
haps it will prove itself a truly superior
form of asset ownership. But it might also
be revealed as a creature of sluggish growth
and rock-bottom interest rates. A near-zero
cost of risk-free capital allows for venture-
capital-backed business models that are
loss-making but have lots of potential to
grow. Private equity, meanwhile, has
thrived in an era of ever-lower borrowing
costs, ever-higherassetvaluesand low pro-
ductivity growth. It is well suited to
squeezing more juice from the corporate
lemon. An era of rising interest rates and
faster growth would surely be a harder test
for private markets, as would a recession.
But neither examination may have to be
faced soon—or, atleast, thatis whata quea-
sily large number of investors are banking
on with ever more abandon. ®
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Investment banking

Turntable

NEW YORK

Earnest, nice to clients and deferential to shareholders: Goldman Sachs bets the

firm on a new identity

AVID SOLOMON, the boss of Goldman

Sachs, plans to spin discs at a party for
the Super Bowl. Ahead of that performance
DJ D-Sol took centre stage at the bank’s
headquarters in Manhattan on January
29th. This was a new gig: he was laying out
a fresh vision for Goldman at its first-ever
investor day. Until recently its bosses did
not deign to join earnings calls, set finan-
cial targets or host investor days. But a de-
cade of malaise has made that imperious
attitude untenable.

The mythology of Wall Street is built
around the old Goldman playbook: mam-
moth deals, big bets and contrarian calls.
But in post-crisis finance, glamour is out
and stability is in. Services such as wealth
management and retail and commercial
banking used to weigh down the high-oc-
tane returns that investment banking
churned out. Today, bank bosses see these
businesses as steadying ballast. They
smooth out profits and, by attracting low-
cost funding, make investment banking
more competitive. Goldman was slow to
catch on; but now it wants to be more like
its stodgier peers.

An investor who bought shares in Gold-
man in 2010 has had a disappointing de-
cade. Back then its return on equity (ROE)
was 1%, easily beating the 8% average for
“bulge-bracket” American investment
banks, a group including JPMorgan Chase
and Morgan Stanley. By 2019 the average
ROE was 9.7%, and Goldman'’s was 9.2%.
The share price has lagged both the stock-
market and other big banks (see chart).

Goldman hopes to catch up by focusing
on two goals. The first is to expand market
share in services such as wealth manage-
ment and to offer easy access to “alterna-
tive” investments in private equity, private
debt and real estate. The second is to make
the existing business more efficient. The
bank’s chief financial officer, Stephen

Finance internship: The Economist invites
applications for the 2020 Marjorie Deane internship.
Paid for by the Marjorie Deane Financial Journalism
Foundation, the award is designed to provide work
experience for a promising journalist or would-be
journalist, who will spend three months at the New
York office of The Economist writing about business,
finance and economics. Applicants are asked to
write a covering letter and an original article of no
more than 500 words suitable for publication in the
Finance & economics section. Applications should
be sent to deaneinternny@economist.com by
February 21st. For more information, see
www.marjoriedeane.com
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Scherr, sketched out how prosaic func-
tions, like transaction banking—process-
ing payments and managing cash for cor-
porate clients—and running a digital
consumer bank, could reduce funding
costs because they attract deposits.

The bank has already taken steps to div-
ersify. It launched Marcus, a digital con-
sumer-lending and deposit-taking arm, in
2016. In 2018 it acquired Clarity Money, a
personal-finance app, in order to broaden
its retail offering. Last year it expanded its
wealth-management services by acquiring
United Capital, an advisory platform for
wealthy (but not uber-rich) investors. The
bankis consolidatingall of its “alternative”
investments into one client-facing arm.

Alongside Goldman’s goals come con-
crete targets. It wants to amass inflows of
$100bn into alternatives in the next five
years. It also hopes to collect $50bn in de-
posits in its transaction-banking business,
a service that has not yet launched and of
which Goldman itself is the first client.
And it wants to increase the deposits in
Marcus from $6obn to $125bn. The more
wholesale funding is replaced by deposits,
the more funding costs fall. All these busi-
nesses have become critical for banks
wanting to be competitive in trading secu-
rities, including bonds and currencies.
New regulations penalise trading desks
thatengage in complex activity.

Goldman also wants to be leaner by cut-
ting $1.3bn of annual costs. JPMorgan and
Bank of America have “efficiency ratios”—
which measure the expenses associated
with generating revenues—in the region of
55-60%. Last year Goldman’s was 68%. Di-
versifying and cost-cutting could push the
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ratio below 60%, says Steven Chubak of
Wolfe Research, an equity-research firm.

Several hurdles complicate Goldman'’s
transition to a new business model. For all
the talk of diversification, half of Gold-
man’s capital is locked up in its trading
businesses, which earned a paltry 7% ROE
in 2019. The adaptation of this business to
the new regulatory regime has not so far
been smooth. Goldman built an enor-
mously clever and complex model to allo-
cate capital requirements on a per-trade
basis. But its rigidity meant the bank
missed consistent business from regular
clients, which is profitable overall.

The firm also awaits penalties for issu-
ing $6.5bn-worth of bonds for iMDB, a Ma-
laysian investment vehicle from which
$4.5bn vanished. The scandal has tar-
nished Goldman’s reputation; the fine, ex-
pected to be in the region of $2bn, will
weigh on its profits.

All this will require managing cultural
change. Half of the newest crop of analysts
are women, and two-thirds from ethnic
minorities—a shift from Goldman’s usual
demographic. In September the Wall Street
Journal reported tensions between the old
guard and the new, with an eyebrow-rais-
ing 15% of partners expected to leave in
2019 (though Goldman says the attrition is
normal). The challenge is to respond to the
pressures that threaten Goldman’s profit-
ability without spoiling the secret sauce
that made it so successful. ®

Poverty and privacy

Hidden costs

How digital financial services can prey
upon the poor

OR THOSE seeking to help the worst-off
Fin poor countries, the mobile phone has
been a magic wand. Mobile-money ac-
counts have helped deliver “financial in-
clusion”—making financial services acces-
sible to the tens of millions with a phone
but no bank account. But they have down-
sides too.

The most obvious way digital financial
services harm poor people is by laying
them more open to fraud. Research from
2016 cited in a new report by the Consulta-
tive Group to Assist the Poor (CGAP), a con-
sortium of donors affiliated to the World
Bank, found that in the Philippines 83% of
people surveyed had been targets of mo-
bile-phone scams, with 17% losing money.
In Tanzania, 27% had been targeted and
17% fleeced; in Ghana, 56% and 12%.

For the most basic deceptions, a thief

needs only a phone number. A text mes- »»
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Where's the scam filter?

» sage might offer congratulations on win-
ning a prize, requiring only a small contri-
bution to unlock it. Your identity might be
stolen to make you responsible for repay-
ing a loan disbursed to somebody else. An
impersonator might steal your mobile-
money account when registering a new
siM card. Or your account’s security code—
the piIN—might be leaked by a mobile-
money agent (one of the millions of small
traders whose business includes turning
mobile money into hard cash).

The poor may be especially susceptible
to such scams. They are more likely to be
relatively new both to the online world and
to formal financial services. And they are
less likely to have smartphones with so-
phisticated security software.

It is not just money that can be stolen.
So too can all the other data stored on a
phone. Often, however, much has already
been given away freely by its owners. Many
“free” apps are in fact paid for in customer
data. In every country people gaily sign
away their rights to privacy by clicking con-
sent buttons without having understood or
even read what they are agreeing to.

Indeed, in financial services the implic-
it sale of personal data is seen as a way in
which the poor can be “levelled up”. With
low, unreliable incomes and few assets,
they have been unable to borrow formally.
Now lenders are learning to rely on other
data to make credit judgments, notably
payment records, such as from a mobile-
money account, which can show a history
of reliability.

Butsuch data can also be abused. Preda-
torylenders and vendors mightlearn when
a costly loan or product would be hard to
refuse. Oran algorithm might (by design or
accident) be biased against certain borrow-
ers because, say, of their race or creed.

CGAP makes three policy recommenda-
tions. The first is to accept that the “con-
sumer-consent” model is irretrievably bro-
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A fuller figure

The EcB considers counting owner-occupied housing in inflation

IKE MANY good intentions, such as
losing weight, the European Central
Bank’s inflation target is largely aspira-
tional. In 2003 it set itself a goal of below
but close to 2%, but in the past five years
inflation has averaged only 1%. That is
partly why Christine Lagarde, the bank’s
boss, began a review of the ECB’s mone-
tary-policy strategy on January 23rd. The
bank will ponder whether its target
needs adjusting or its tools sharpening—
and whether inflation figures capture
prices accurately in the first place.
Consumer-price indices are meant to
reflect the cost of typical baskets of goods
and services. The euro area’s have a big
omission. They capture rents paid by
tenants, but not the costs of buying and
owning property—even though two-
thirds of people in the zone own their
homes. As Benoit Cceuré, who until
recently sat on the ECB’s board, pointed
out, the bank’s chosen measure “captures
only marginally the largest single life-
time expenditure of households”.
Housing is both an investible asset
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ken, and to put the onus for looking after
the data on the service-provider. The sec-
ond is to give consumers full legal rights
over their data, allowing them to view, cor-
rect and move them without charge. The
third is to appoint “privacy representa-
tives”, who, among other tasks, would
check algorithms for signs of bias.

Many countries, from America to India,
are looking at improving data-protection
regulation. But CGAP’s suggestions seem
very ambitious. “Free” financial services,
such as those offered already by the Chi-
nese giants, Ant Financial and WeChat,
have an obvious appeal.

and, as a source of shelter, a consumable
service. Butisolating the cost of the
service is tricky. American statisticians
assume that homeowners rent their
homes from themselves, and count the
“imputed” rent in consumer prices. This
has aweight of11.5% in the index fa-
voured by the Federal Reserve. Japanese
and Swiss inflation figures also include
owners’ housing costs. (So does headline
inflation in Britain, but not the Bank of
England’s target measure.)

In fact, euro-area statisticians do
calculate the cost of buying and owning a
home. Adding it to price indices could
raise measured inflation by 0.2-0.3 per-
centage points, notes Davide Oneglia of
TS Lombard, an investment-research
firm. That is nothing to sneeze at when
official inflation is only 1.3%.

But the euro area’s version has its
problems. It does not fully strip out land
prices (roughly, the asset-price part)
from those of buildings (the consump-
tion bit). And unlike timely, monthly
inflation figures, it appears only quarter-
ly and after along delay. In 2018 the Euro-
pean Commission and the EcB decided to
leave it out of consumer prices.

The strategy review has revived the
subject. Ms Lagarde wants to explain
better the ECB’s policies to the public
(who, surveys suggest, think inflation is
higher than the official figure). On Janu-
ary 27th Yves Mersch, an ECB board mem-
ber, urged the inclusion of housing costs.

Fixing the statistical problems would,
as Ms Lagarde warned, take time. Incor-
porating housing costs would also raise
questions about the bank’s target: nudg-
ing up the inflation measure without
altering the target too would look like
tipping the scales. As dieters know,
there’s never an easy fix.

It is often assumed that the poor are re-
laxed about surrendering some privacy in
return for access to borrowing and other
services. In fact, concern about privacy is
nota preserve of the rich. Research in India
and Kenya has shown that even very poor
borrowers would be willing to pay a higher
interest rate—or join a much slower
queue—for a loan that came with more
guarantees that the data provided to the
lender would be kept private. Persuading
the tech giants that improved data security
for the poor is in their business interests
might be the best hope. But that will take a
lot more work. m
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Free exchange | Rummaging in the toolbox

Economists hope yield-curve control can fight the next recession, but it may not be enough

ANY HAZARDS complicate the job of Jerome Powell, the chair-

man of the Federal Reserve, from meddling presidents to
pandemics. At the press conference following the Fed’s monetary-
policy meeting on January 29th, he was grilled on its likely re-
sponse to all of these. But Mr Powell’s biggest problem is a more en-
during and global one: interest rates are stubbornly low. In recent
months, members of the Fed’s Board of Governors have spoken
about the need to prepare for future downturns. The Fed’s main
policy rate will almost certainly be cut to zero, forcing it to rely
once more on its “unconventional” tools. Mr Powell has said he is
open to considering yield-curve control, a new approach bor-
rowed from Japan. It is a promising innovation, but also a timid
one, given the challenges the next recession will probably bring.

During the global financial crisis the hope was that when recov-
ery arrived overnight interest rates—central banks’ preferred poli-
cy lever—would rise, restoring business as usual. In fact, despite a
resilient global expansion, few rich-world countries have left zero
behind. America, the most obvious exception, discovered last year
thatit could not sustain an overnight rate above 2%, even with low
unemployment and a government-budget deficit approaching 5%
of GDP. Some economists reckon low rates are only a minor incon-
venience. Inarecentlecture Ben Bernanke, a former Fed chairman,
argued that the unconventional tools used during and after the cri-
sis worked reliably and effectively, and could do so again. Others
would prefer to have more powerful, and comprehensible, mone-
tary policy ready for the next downturn.

The natural extension of interest-rate policy would be to cut
overnight rates into negative territory, as central banks in Europe
and Japan have already done. But the room for manoeuvre is limit-
ed. Economists worry that even modestly negative rates risk desta-
bilising the financial system, as banks become reluctant to pass on
interest-rate cuts for fear that depositors will yank their savings
out. Fewer worries attach to quantitative easing (QE), the Fed’s un-
conventional tool of first resort, though it too has its downsides.

Before the crisis, the Fed traded bonds to keep overnight inter-
est rates within a desired range. With QE, by contrast, bond pur-
chasesarean end in themselves. Rather than announce changes to
rates, central bankers inform markets of the quantity of bonds they

will buy (hence “quantitative”) with newly created money. When
investors sell long-term government bonds to the central bank,
the thinking goes, they use the cash they receive to buy other as-
sets, such as corporate bonds or equities. Higher stock and bond
prices in turn encourage firms to invest, boosting the economy.

Some evidence suggests that QE is subject to diminishing re-
turns, however, and works best when credit markets are in crisis,
which is not the case in most recessions. Asset-purchase pro-
grammes can also be difficult for investors to interpret. In 2013, for
example, when the Fed signalled that it might curtail purchases,
markets spasmed. In November Lael Brainard, a Federal Reserve
Board governor, noted that the Fed’s announcements regarding QE
often wrong-footed markets. This confusion may have put the Fed
off using QE as aggressively as the economy required.

Yield-curve control would allow a central bank that has cut its
overnight rate to zero to set rates for bonds of longer maturities.
Keeping rates down at any horizon should stimulate investment
and consumption, helping the economy. The Bank of Japan began
its programme by targeting ayield of 0% for ten-year Japanese gov-
ernment bonds; an American version might begin by capping the
rate for one-year bonds, then adding in longer durations as need-
ed. No announcements regarding the buying or selling of bonds
would be necessary; the Fed would simply transact in the bond
market to keep yields on target, as it does for overnight rates. And
this would be easier for markets to parse than tweaks to QE.

A commitment to defend interest-rate pegs unnerves some
economists. Mr Bernanke warns that America’s government-bond
market is so large and liquid that the Fed might have to purchase
huge quantities of Treasuries to hit its target. But if markets found
the yield-curve policy credible, the Fed might not need to buy
many bonds atall; its commitment to intervene would deter inves-
tors from selling bonds at yields outside its target. And it might re-
inforce the central bank’s promises about the future path of short-
term interest rates. The Bank of Japan, which conducted QE before
switching to its yield-curve control policy, has keptyields atits de-
sired level while buying fewer bonds than before.

Still, even successful yield-curve control could underwhelm.
Long-term rates are already low, limiting the stimulus to be had
from reductions. In Japan a pancake-flat yield curve has not
pushed inflation up to the central bank’s 2% target, and low gov-
ernment-bond yields seem to be encouraging insurers and pen-
sion funds to load up on dangerously risky assets. Bolder change,
like a shift to a higher inflation target, might offer a sustainable
route away from low interest rates. But getting there might require
more firepower than a central bank alone can muster.

Bonds away

Government spending packs a powerful punch, and sustained low
rates of interest are sapping political opposition to large budget
deficits. Even so, American-style deficits worry economists, who
fear that markets will eventually lose their appetite for bonds. Un-
der yield-curve control, however, the central bank would in effect
guarantee the government’s low borrowing costs.

America has controlled its yield curve before—in the 1940s,
when the Fed held down the government’s borrowing costs during
the second world war. Few economists would endorse such a strat-
egy outside wartime. But yield-curve control cannot fight the next
recession alone. Without bigger changes to monetary policy, it will
need to be paired with fiscal stimulus. Blurring the line between
monetary and fiscal policy may once again become imperative. B
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The arrest of Charles Lieber

No small matter

NEW YORK

A prominent American nanotechnologist has been arrested on suspicion of

illegal dealings with China

N 2013 CHARLES LIEBER, a pioneer of
I nanoscience who is now the chairman of
Harvard University’s chemistry depart-
ment, visited the Wuhan University of
Technology (wuT), in China, to celebrate
the founding of a lab he was credited by
that university with helping to establish
and oversee: the wuT-Harvard Joint Nano
Key Laboratory. It was a remarkable coup.
WUT is an institution of little renown. Har-
vard is generally regarded as the top of the
academic tree. And Dr Lieber, whose re-
search has since become part of Elon
Musk’s ambitious scheme to supercharge
the human brain with nanotechnology, has
been seen as a potential Nobel laureate.

Harvard’s officials had not, however,
approved the laboratory and did not know
aboutituntil early 2015, according to the Us
Department of Justice. Nor did they know
that while conducting his research with
grants from the Department of Defence and
the National Institutes of Health (N1H), Dr
Lieber was, according to federal authori-
ties, also being paid up to $50,000 a month
by wuT, plus at least $150,000 in “living ex-

penses”,asaprized recruitin China’s Thou-
sand Talents programme to bring foreign
scientists, and return Chinese expatriates,
to that country’s research laboratories.

On January 28th agents of the Federal
Bureau of Investigation (FBI) arrested Dr
Lieber on a charge of lying to federal au-
thorities after his having denied his alleged
participation in the Thousand Talents pro-
gramme. He was jailed pending a court
hearing on January 3oth. Harvard placed
him onadministrative leave and said it was
co-operating with the authorities while
conducting its own review. (Dr Lieber’s
lawyer did not respond to a request for
comment.) The Justice Department also
announced charges against two Chinese
nationals who had been in Boston ostensi-
bly as researchers. One, a lieutenant in the
People’s Liberation Army (PLA) who is now
in China, allegedly worked on behalf of LA
officials and has been charged with visa
fraud, conspiracy and making false state-
ments to federal investigators. The other,
who is under arrest, allegedly tried in De-
cember to smuggle to China 21 vials of ma-
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terial stolen from a teaching hospital.

By putting one of Harvard’s superstars
in handcuffs, federal authorities seek to
shock America’s research institutions into
greater vigilance about collaborations with
Chinese counterparts. At the least the ar-
rest is expected to have a chilling effect on
research partnerships between America
and China after a decade in which they
have flourished. Certainly, the Trump ad-
ministration would not view that as a bad
thing. The Justice Department has said that
more than 90% of prosecutions for eco-
nomic espionage since 2011 have involved a
link to China. Christopher Wray, the FBI’s
director, has lamented to Congress the
“naiveté” of American academia, and has
cited China’s “so-called talent plans” as a
vehicle for the theft of research.

One concern of federal authorities, in-
cluding investigators at the NIH, has been
the establishment of “shadow labs” in Chi-
na run by Thousand Talents recruits in par-
allel with their American-funded research.
Those authorities may consider the wuT-
Harvard Joint Nano Key Laboratory to be
such a shadow lab. In an affidavit support-
ing the criminal complaint against Dr
Lieber, the FBI, quoting emails between
him and a professor at wuT, says that in
2012 he entered into a Thousand Talents
agreement that promised, in addition to
his personal compensation, 1m yuan
($1.74m) from wuTand the Chinese govern-
ment for development of the joint labora-
tory, including the recruitment of talent.
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»  The contract called for Dr Lieber to pub-
lish “high-level articles” in renowned jour-
nals and to host international conferences
“in the name of Wuhan University of Tech-
nology”, and to guide young scholars and
doctoral students, helping them publish in
respected international journals. In Janu-
ary 2013, the affidavit says, he signed a five-
year contract formalising Harvard’s co-
operationin thejointlab, and obliging Har-
vard to host researchers from wuT for two
monthsayear.

According to the FBI, officials from Har-
vard said Dr Lieber did not have the author-
ity to sign such a contract. Those officials
also said they eventually became aware of
the joint laboratory, and that Dr Lieber was
its director, in about early 2015. When con-
fronted, Dr Lieber told Harvard officials
that wuT “was using Harvard’s name and
logo without his knowledge and consent”,
the affidavit says.

In 2018, the affidavit says, Dr Lieber told
investigators from the defence department
that he was never asked to participate in
the Thousand Talents programme, but that
he “wasn’t sure” how China might describe
him. The FB1also says he caused Harvard to
report falsely to the N1H that he was not a
participant in the recruitment programme
(the N1H requires disclosure of such for-
eign payments to grant applicants). Mean-
while, the email traffic quoted in the FBI1 af-
fidavit describes the payments to Dr Lieber
going into a Chinese bank account set up
on his behalf and, on occasions he visited
Wuhan, given to him in cash.

In return for its association with Dr
Lieber, Wuhan University of Technology
may have burnished its reputation in
nanoscience, and developed some young
scholars in the field. The lab itself was
meant to focus on “nanowire-based lithi-
um ion batteries” for electric cars, per the
contract Dr Lieber allegedly signed. In re-
cent years Dr Lieber’s research has focused
on “neural lace” technology, the still-na-
scent field that Mr Musk is looking to de-
velop. Mr Musk’s own paper on the topic
cites Dr Lieber as well as Chinese research-
ers who worked in his lab at Harvard.

It is not clear how much special insight
Chinese researchers gained that they
would not otherwise have had. Leading sci-
entists routinely note that in such high-
level research international collaboration
is increasingly common, and can happen
organically. Most research is published
openly for all to see. It is not certain that
Chinese largesse was required to pry open
the wonders of a top laboratory at the
world’s most prestigious university. But
the Trump administration says that was
precisely the goal of the Thousand Talents
programme, and that university adminis-
trators and scientists have been asleep to
the threat such recruitment programmes
pose. If so, nolonger. B

Entomology

More than meets
the eye

Far from being dead tissue, butterfly
wings are sophisticated living organs

BUTTERFLY'S WINGS can have many
Ajobs besides keeping the insect aloft.
They may be called on to attract mates, to
warn potential predators to stay away, to
mimic other animals or even to provide
camouflage. All of these roles, though, de-
pend on their colouration—which is un-
changing. This plays into the idea that but-
terfly wings are dead tissue, like a bird’s
feathers or a mammal’s hair. In fact, that is
not true. For example, in some species
males’ wings harbour special cells that re-
lease pheromones which attract females.

Nanfang Yu, a physicist at Columbia
University, in New York, has been looking
into the matter. One of his interests is the
optical properties of biological materials.
Thathasled him to study butterfly wings in
more detail. And, in collaboration with Na-
omi Pierce, a butterfly specialist at Harvard
University, he has now shown, in a paper
published this week in Nature Communica-
tions, that butterfly wings are, indeed, very
much alive.

Initially, Dr Yu and Dr Pierce wanted to
know how the insects keep their body tem-
peratures up without their wings overheat-
ing. Unlike birds and mammals, butterflies
do not generate enough internal heat to
run their metabolisms at full pelt. Instead,
they rely on outside heat sources—usually
the sun—to bring their bodies up to speed.
But their wings, being thin protein mem-
branes, have a limited thermal capacity.
Those wings can therefore overheat quick-
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ly if the insects bask too long in sunlight,
or, conversely, can cool down too rapidly if
they are flying through cold air.

In their experiments, the two research-
ers used a laser to heat up spots on the
wings of dozens of butterfly species, in-
cluding the painted lady and the hickory
hairstreak (pictured). When the tempera-
ture of the area under the laser reached
40°C or so, the insects responded within
seconds by doing things that stopped their
wings heating up further. These actions in-
cluded a butterfly turning around to min-
imise its profile to the laser, flapping its
wings or simply walking away.

Butterflies engaged in all of these heat-
minimising activities even when the re-
searchers blindfolded them. That suggest-
ed the relevant sensors were on the wings
themselves. Dr Yu and Dr Pierce therefore
searched those wings for likely looking
sensory cells. They found some, in the
form of neurons that resembled heat detec-
tors known from other insects. They also
uncovered disc-shaped cells thatappeared,
again by resemblance, to be pressure-sen-
sitive neurons. They speculate that these
are there to detect deformation of the
wing—information an insect could use to
control its flight pattern.

The third discovery Dr Yu and Dr Pierce
made to contradict the “dead wing” hy-
pothesis was that some butterfly wings
have a heartbeat. Anyone who has looked
closely at a butterfly will know that its
wings have veins. These carry a bloodlike
fluid called haemolymph. For a long time,
entomologists thought the only role of the
veins was, by being pumped full of haemo-
lymph, to inflate the wings to full stretch
afterabutterfly emerged from its chrysalis.
More recently, it was discovered that hae-
molymph continues to flow through the
veins throughout the insect’s life. Dr Yu
and Dr Pierce have now found that in male
hairstreaks the haemolymph shows a pulse
of several dozen beats per minute. The
source of this pulse appears to be the scent
pad, adark spot on the wings that produces
the female-attracting pheromones. Appar-
ently, this “wing heart” acts as a pump that
helps propel haemolymph through the
scent pad.

In all their experiments simulating dif-
ferent environmental conditions, Dr Yu
and Dr Pierce consistently found that, re-
gardless of pigmentation, the living areas
of a butterfly's wings—which cluster
around the veins and are presumably nur-
tured by them—were always cooler, by up
to 10-15°C, than the lifeless membranes be-
tween the veins. The cause, they discov-
ered, was that different parts of the wing
are covered by different sorts of scales. In
particular, scales over the scent pads are
penetrated by tubes. This improves their
ability to radiate heat away and helps keep
theliving parts of a butterfly’'swingalive. ®
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Forensic science

Whendunnit?

Fingerprints can now be dated to
within a day of when they were made

INCE THE first use of fingerprints to
S identify and convicta murderer, in 1892,
detectives the world over have come to rely
heavily on print evidence to build their
cases against suspects. One limit on the
value of fingerprints, though, is that it is
hard to work out how old they are. This is a
particular problem when a crime is com-
mitted somewhere that a suspect frequent-
ly and legitimately visits, such as a place of
work. In this case exactly when a print was
made might be crucial to establishing guilt
orinnocence. Butitisinformation thatsci-
ence has, until now, been unable to provide
with any accuracy.

As they write in Analytical Chemistry,
Paige Hinners and Young Jin Lee of Iowa
State University believe they can remedy
this state of affairs. They knew from work
conducted by other laboratories that the
triglyceride oils contained in fingerprints
change by oxidation over the course of
time. That provides an obvious way to date
prints. The problem is that the techniques
which have been applied to analyse these
oils are able to distinguish age only
crudely. In practice, they can determine
whether or not a print is over a week old,
but nothing else.

Dr Hinners and Dr Lee wondered if
higher precision could be obtained by
thinking a bit more about oxidation. Oxy-
gen molecules in the air come in two vari-
eties. Most have a pair of atoms but some,
known as ozone, have three. Though far
rarer than diatomic oxygen, ozone is more
reactive and also reacts in ways different
from those of its two-atomed cousin. The
two researchers therefore decided to focus
theirattentions on ozonolysis, as triatomic
oxidation is known.

Triglycerides, as their name suggests,
are three-tailed molecules. Each tail is a
chain of carbon atoms, with hydrogen at-
oms bonded to the carbons. The chains are
held together by bonds between the carbon
atoms. These are of two varieties, known as
single and double bonds. Single bonds are,
in chemistry-speak, saturated, and double
bonds unsaturated. By extension, mole-
cules with one or more double bonds in
them are also referred to as unsaturated,
while those with only single bonds are
called saturated.

Unsaturated bonds are more reactive,
and it is here that ozonolysis does its work.
Ozone breaks up triglycerides at their dou-
ble bonds, with one or more of the ozone’s

oxygen atoms becoming attached to the
carbon chain, to create new chemical spe-
cies. In principle, this should result in a
gradual loss of unsaturated triglycerides
and a concomitant rise in the reaction pro-
ducts of ozonolysis.

And that, in practice, is what Dr Hinners
and Dr Lee found. They asked three volun-
teers to leave their prints on a number of
glass slides. They then tested some of those
slides immediately, using a sensitive ana-
lytical technique called matrix-assisted la-
ser desorption/ionisation (MALDI) to pro-
duce a spectrum of the prints’ chemical
contents. The other slides they left exposed
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to the air for between one and seven days,
testing them at regular intervals.

As they suspected, as time progressed
the ratio of saturated to unsaturated tri-
glycerides in a sample rose, and so did the
quantities of two characteristic products of
ozonolysis—aldehydes and Criegee ions.
On the basis of what is, admittedly, a small
sample, Dr Hinners and Dr Lee therefore
think that MALDI analysis of fingerprint
residues should prove accurate enough to
date to within 24 hours when a fingerprint
under a week old was made—and thus
whether it is associated with a crime tem-
porally, as well as spatially. B

Climate change

The methane hunters

Methane is an important cause of global warming. Tracking its sources is crucial

HEN SCANNING for emissions from a
mud volcano in western Turkmenis-
tan in January 2019, a satellite called Claire
came across a large plume of methane
drifting across the landscape. The dis-
charge appeared to originate from a gas
pipeline at the nearby Korpezhe oil and
gasfield. Two more large plumes were also
spotted in the area, including one from a
compressor station. The company operat-
ing the satellite, GHGSat, based in Montre-
al, passed details via diplomats to officials
in Turkmenistan, and after a few months
the leaks stopped. This largely unknown
incident illustrates two things: that satel-
lites can play an important role in spotting
leaks of greenhouse gases and, rather wor-
ryingly, that the extent of such leaks is of-
ten greatly underestimated.
The reason for concern is that although
methane, the main constituent of natural

gas, does not linger in the atmosphere for
anywhere near as long as carbon dioxide
does, it is a far more potent heat-trapping
agent. About a quarter of man-made global
warming is thought to be caused by meth-
ane. And between a fifth and a third of the
methane involved is contributed by the oil
and gas industry.

The data from Claire suggested the leak
in Turkmenistan had been a big one. To es-
tablish just how big, Daniel Jacob of Har-
vard University and his colleagues studied
the images obtained by this satellite along
with observations made of the area at the
time by the Tropospheric Monitoring In-
strument (TROPOMI), which is carried by an
atmospheric research satellite operated by
the European Space Agency. The results,
published in Geophysical Research Letters in
November 2019, concluded that between

February 2018 and January 2019 the three »
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» leaks would have released, between them,
142,000 tonnes of methane. This made the
Turkmenistani leak far bigger than the
97,000 tonnes of methane discharged over
four months by a notorious blowout at a
natural-gas storage facility in Aliso Can-
yon, California, in 2015, which is reckoned
to have been the worst natural-gas leak yet
recorded in America.

There have been other big leaks, too.
Last year a group of researchers led by Ilse
Aben of the Netherlands Institute for Space
Research studied TROPOMI images of a
blowout at a natural-gas well in Belmont
county, Ohio. This began on February 15th
2018 and took three weeks to control. In a
paper published in the Proceedings of the
National Academy of Sciences in December
2019, Dr Aben and her colleagues calculated
from the images that the blowout was re-
sponsible for the equivalent of a quarter of
the annual oil and gas industry’s methane
emissions in the entire state of Ohio.

Methane can be detected spectroscopi-
cally. Like other gases, it absorbs light at
characteristic frequencies. With a spec-
trometer mounted on a satellite it is possi-
ble to analyse light reflected from Earth for
signs of the gas. As with the satellites that
carry them, spectrometers come in many
shapes and sizes. TROPOMI can also detect
the spectral signs of other polluting gases,
such as nitrogen dioxide, sulphur dioxide
and carbon monoxide. It rides in a large
bird, the Copernicus Sentinel-5P satellite,
launched in October 2017, and in all weigh-
ing 98okg. The detector has an extensive
view, looking at a strip of Earth 2,600km
wide with a resolution that means a single
pixel in the image represents an area 7km
by 3.5km.

Observing things more closely is the
speciality of Claire. This 15kg “nanosat”,
about the size of a microwave oven, was
launched in June 2016 to measure carbon
dioxide and methane emissions. With a
field of view 12km wide and a resolution
better than 50 metres by 50 metres, Claire
can spot leaks from individual industrial
plants. GHGSat aims to launch two more
methane-hunting nanosats later this year.

Claire surveys industrial facilities on
behalf of firms that want to monitor their
emissions. GHGSat’s chief executive, Ste-
phane Germain, says employing satellites
todothisis morereliable than using terres-
trial methods. In November he plans to roll
outanew service. This will provide a digital
image of Earth which users will be able to
zoom in on to explore continually updated
patterns and hotspots of methane emis-
sions. The map will have an average resolu-
tion of 2km by 2km and be free to use—al-
though if companies want to look at things
more closely they will need to pay.

Other methane-hunting satellites are
coming. These include one due for launch
in 2022 by MethanesAT, an affiliate of the
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Cyborg Cnidaria

Half machine, half jellyfish. The latest thing in ocean exploration

YBORGS, PART-MECHANICAL human

beings such as the Cybermen in
“Doctor Who”, are along-established
feature of science fiction. But the word
itselfis short for “cybernetic organism”, a
definition not self-evidently limited to
the mechanisation of humans. Extend it
to part-mechanical animals and cyborgs
already exist. They have been created in
the form of insects that have had chips
implanted in them to bring them under
the whim of human controllers, who are
thus able to direct the ways that their
charges either scuttle or fly.

This week sees the idea extended still
further. Nicole Xu and John Dabiri, a pair
of researchers at Stanford University, in
California, have announced in Science
Advances the creation of the first cyborg
jellyfish. That might sound a joke. But it
opens the possibility of using jellyfish as
cheap propulsion systems for underwa-
ter probes.

Dr Xu and Dr Dabiri picked, as the
chassis for their cyborg, acommon
species called Aurelia aurita (pictured).
Like all other members of the phylum

Doctor Who's next opponent?

Environmental Defence Fund, an Ameri-
can non-profitorganisation. The 350kg sat-
ellite will cost $88m to build and put into
orbit. It will scan an area of land 200km
wide with a resolution of 1tkm by 1km. Ac-
cording to MethanesAT, it will be the most
sensitive to emission levels yet, being able
to detect methane concentrations as low as
two parts-per-billion. Data collected by the
satellite will be publicly available.

Having a number of complementary

Cnidaria, Aurelia lacks a brain. Its body
being radially symmetrical, its nervous
system is too. In particular, the opening
and closing of its bell, which propels it
through the water, can be triggered by
any one of eight neural pacemakers
distributed around the bell’s periphery.

After an extensive study of Aurelia’s
electrophysiology, Dr Xu and Dr Dabiri
were able to design an artificial pacemak-
er that hijacked this mechanism. It hasa
lithium polymer battery and a small
processor chip to control the pattern of
the electric current generated. The whole
thing weighs about ten grams—a tenth of
the weight of an adult Aurelia.

Using their artificial pacemaker, Dr
Xu and Dr Dabiri were able to turbo-
charge ajellyfish’s progress through the
water. They could speed it up to almost
three times its normal velocity and,
surprisingly, this required only twice as
much energy as normal movement.

High-speed jellyfish are unlikely, of
themselves, to be much use. Butifa more
sophisticated prosthesis can steer the
animal as well as controlling its speed,
then the technology of cyborg Cnidaria
will be in business. Researchers else-
where are trying to develop swimming
robots for ocean exploration. Prototypes
of these, however, require between 10
and 1,000 times as much energy as the
device developed by Dr Xu and Dr Dabiri
because a robot’s battery must provide
propulsive power as well as running the
control system. A cyborg gets its energy
for propulsion by feeding.

A steerable cyborg jellyfish, fitted
with instruments as well as a control
pack, would therefore be a boon for
marine scientists. Jellyfish go every-
where. Pick the right species and you
could dive to the deepest parts of the
ocean. Then, once the cyborg’s mission
was accomplished, it could be steered
back to the surface and its instruments—
and the data they contain—recovered.

eyes-in-the sky will be an important way to
help reduce methane emissions. Although
Donald Trump has proposed rolling back
Obama-era requirements for oil and gas
companies to detectand fix methane leaks,
the gas has commercial value so it does not
make business sense to waste it. On top of
that, for firms seeking to burnish their
green credentials, plugging leaks is one of
the most effective things they can do to
help combat climate change. B
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Art and dissent

Pursued by a bear

MOSCOW

The travails of a cutting-edge theatre company show how censorship

in Russia has evolved

NASTASIA PATLAY thought something

was amiss when she checked the
young man’s I1D. He seemed a couple of
years below the strict 18+ requirement for
this performance of “Out of the Closet”, a
play adapted from interviews with gay men
and their families. That restriction was not
the choice of Ms Patlay, the director, but a
demand of Russian federal law, which
since 2013 has banned the “promotion of
non-traditional sexual relationships” to
minors. A photocopy of his passport,
which Ms Patlay snapped on her phone,
suggested he had recently turned 19. Per-
haps she was being paranoid, but Teatr.doc,
which specialises in verbatim dramas as-
sembled from real-life documents and
transcripts—and has long been described
as “Russia’s most controversial theatre
company”—had already had enough trou-
ble from the authorities.

Her hunch was vindicated; the specta-
tor was a plant sent by a far-right group.
Shortly after the show began, he and his
friend walked out to rendezvous with a
dozen more agitators. Together they ac-

cused the theatre staff of illegally exposing
children to “gay propaganda”. (The pass-
port had been doctored; in reality, the
youngster was 15.) Then they invaded the
auditorium, stopping the play and shout-
ing homophobic slurs. Police were called
and a fight broke out; Teatr.doc complained
about theinvasion, the saboteurs that a mi-
nor had been admitted.

No charges were brought, but that sting
last August turned out to be the start of a
protracted ordeal for the Moscow-based
company at the hands of ultraconserva-
tives. Despite all the official pressure that
Teatr.doc had suffered, this campaign was
(and is) a new and different problem. It en-
capsulates the dual challenge of artistic
censorship in Russia—which, as Vladimir
Putin’s rule has progressed, has come to be
enforced by freelance outfits as well as the
state, and as much for supposedly moral
reasons as over political dissent.

Teatr.doc was founded in 2002 by Elena
Gremina and Mikhail Ugarov, husband-
and-wife playwrights who were inspired
by verbatim drama workshops in Russia

-» Also in this section

72 The making of “Chinatown”

73 Islamic civilisations

73 Enigmatic fiction

74 Johnson: Scots’independence

led by the Royal Court theatre of London.
Its shows elicited strong responses from
the start, not only because of the content—
subjects included homelessness, immigra-
tion and HIVv—but also their style and
everyday language. Productions that drew
particular ire (and acclaim) included “Sep-
tember.doc”, in which actors read com-
ments made in internet chat rooms follow-
ing the Beslan school siege of 2004, and
“One Hour Eighteen Minutes”, a reference
to the time doctors were denied access to
Sergei Magnitsky, a whistle-blowing law-
yer, before he died in police custody. “They
went after things that ail the society,” says
John Freedman, a critic and translator of
Russian drama, “and they did it in a way
that was quite direct.”

Despite its quality, Teatr.doc only ever
played in small venues. It has been obliged
to find anew one three times in the past six
years after leases were terminated, suppos-
edly because of noise and safety com-
plaints. Bomb scares have been reported at
several performances, shutting them
down, but no explosives have been found.
Instead, police have exploited the scares to
check audience members’ documents.

It might seem odd for the authorities to
expend so much effort on niggling an ex-
perimental troupe. But as well as being a
salutary demonstration of power, such
treatment nudges the Kremlin's opponents
to rally round artists who can be carica-
tured as libertine extremists. Some alter-

native targets—pop stars, say—have higher »
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» profiles, but also followings too big to
alienate. Teatr.doc is not the only cutting-
edge company to have faced official harass-
ment. Kirill Serebrennikov, director of the
Gogol Centre theatre in Moscow, spent al-
most 20 months under house arrest as part
of an ongoing embezzlement case.

Saying the unsayable

In 2018 both of Teatr.doc’s founders died,
leaving the company to be run by Ms Gre-
mina’s son, Alexander Rodionov; many
wondered if it would carry on. It did, but
the intimidation continued—only in a new
form. A month after the sting on “Out of the
Closet”, protesters threw foul-smelling
chemicals through the window during a
performance of “War is Close”, a play about
the conflict in eastern Ukraine. Again, no
charges were brought. Instead, at the end of
lastyearauthorities launched an investiga-
tion of Teatr.doc following a complaint
from an activist group called the National-
Conservative Movement. It accused the
theatre of disseminating LGBT propaganda,
justifying terrorism in “War is Close”, and
promotingdruguseinanother production.
Staff were questioned; the theatre handed
over the scripts of the plays for review.

Last month police said they would not
bring criminal charges, in what Ms Patlay
called a victory for “common sense”. But
her adversaries have not gone away.

In this parallel censorship drive, far-
right agitators have taken aim at several
other shows and exhibitions. “Side by
Side”, an LGBT film festival, has been pick-
eted, as have art shows with religious
themes. In 2015 the director of a Siberian
opera house was forced out after his stag-
ing of Wagner’s “Tannhduser” was deemed
sacrilegious by Orthodox Christians. Such
independent provocateurs are scarier than
the authorities, says Ms Patlay, “because
they are unpredictable and they are new”.
She thinks they have been emboldened by
the increasingly reactionary rhetoric of
Russia’s politicians. And they appear to op-
erate with the state’s tacit consent. “The
lack of punishment for them and the inac-
tion from police—it sends a signal that we
are not defended.”

On the contrary, says Valentina Bo-
brova, the National-Conservative Move-
ment’s founder. Outfits like hers may fur-
ther the Kremlin’s bid to stoke a culture war
between conservatives and those it por-
trays as radicals, but she insists the move-
ment is privately funded and has no links
with the authorities. She says she never
had much hope that her complaint would
close the company—and that it is not the
likes of her but liberal voices that hold too
much sway in modern Russia. “Teatr.doc is
an enemy of our country that is working
from within,” she says. “We cannot stay
quiet and we decided to act.” She was be-
hind the disruption of “Out of the Closet”,

too. Her members are looking out for other
signs of “anti-Russian” activity.

Ms Patlay worries about the effect of all
this on the audience, who might conclude
“thatyou have to be particularly brave to go
to the theatre. And we don’t have the right
to ask spectators to be brave.” As to whether
Teatr.doc has managed to change Russian
society, she is illusionless. “I don’t think
the percentage of decent people has in-
creased,” she accepts. “But those people
who are still here, who haven’t emigrated,
perhapsitisasupportof somekind.” Atthe
very least, she says, the company has
shown it is possible to talk openly about
things that others would rather hush up. ®

Making movies

Forget it, Jake

The Big Goodbye: Chinatown and the
Last Years of Hollywood. By Sam Wasson.
Flatiron Books; 416 pages; $28.99. Faber &
Faber; £18.99

HEN THE camera pulls back, Jake
Gittes is left standing there, slack-
jawed, bathed in the cold blue city light.
The girl is dead. The bad guy got away. A
dreadful crime will go unpunished. There
is nothing he can do about it. “Forget it,
Jake,” someone whispers. “It’'s Chinatown.”
The devastating final scene of “China-
town” (released in 1974), one of the most
famous in film history, only came together
at the last minute. Roman Polanski, the di-
rector, and Robert Towne, the screenwriter,
had argued about it for months. Mr Towne
wanted to leave viewers with a sliver of

u

It's “Chinatown”
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hope, but Mr Polanski was adamant: “You
have to show violence the way it is,” he in-
sisted. The villain would get off scot-free,
“just like most bad guys really do”.

Mr Polanski already knew something
about violence. In 1969 his pregnant wife,
the actor Sharon Tate, was brutally mur-
dered by followers of the cult leader
Charles Manson. “I don’t mean this un-
kindly,” Mr Towne later said, “but I think it
was impossible for Roman to come back to
Los Angeles and not end his movie with an
attractive blonde lady being murdered.”

In “The Big Goodbye”, an absorbing ac-
count of the making of “Chinatown”, Sam
Wasson profiles the creators of the neo-
noir classic. For Mr Towne, the film was a
homage to the Los Angeles of his child-
hood, a “haven of pastel and desert moods”
before it was choked by smog and traffic.
ForJack Nicholson (who played Jake), “Chi-
natown” was an aesthetic antidote to tele-
vision, which he saw as a form of philistin-
ism. And for the powerful producer, Robert
Evans of Paramount—who had an average
of two phones per room in his Beverly Hills
mansion—“Chinatown” was a chance to
show that artistic achievement and com-
mercial success could go hand in hand.

Mr Wasson is a stylish chronicler of
Hollywood politics, and sensitive to how
off-screen events contribute to on-screen
drama. “Chinatown” was the fruit of many
collaborations, including an unsung writ-
ing partnership between Mr Towne and his
college roommate, Edward Taylor. Conflict
enlivened the production, too. When Mr
Nicholson kept the crew waiting while he
watched the final minutes of a basketball
game, Mr Polanski smashed his television
screen with a mop.

“The Big Goodbye” evokes the care that
went into every frame, from the strict col-
our palette to the cinematographer’s limit-

ed use of zoom. Anthea Sylbert, the cos- »
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» tume designer, dressed Faye Dunaway in
vintage silk stockings from Paris, hoping
that “they would tell [her] body something
about the character and bleed their way
into the performance.” Mr Polanski spent
40 minutes getting the perfect close-up of
an ant crawling over Mr Nicholson’s face
(“the costliestant in human history”).

As Mr Wasson recounts, 1974 was a gold-
enyear for Hollywood. Paramount received
a staggering 43 nominations for the Acad-
emy Awards, including u for “Chinatown”
(although only Mr Towne took home an
Oscar) and a best-picture award for “The
Godfather Part II”. But in retrospect, this
was the end of a cinematic heyday. More
and more, the industry became commer-
cially minded as film budgets swelled to
pay for rising promotional costs and rock-
eting salaries. For its creators, too, “China-
town” was a farewell. Evans soon lost his
career and reputation to cocaine; Mr Polan-
ski fled the consequences of his own
crimes against a teenage girl.

Outsiders “pretend to be interested in
how pictures are made”, F. Scott Fitzgerald
once observed, but “they never see the ven-
triloquist for the doll.” “The Big Goodbye” is
a captivating and revealing look at how the
magicians of cinema really work. ®

Bygone civilisations

Secret gardens

Islamic Empires. By Justin Marozzi. Pegasus
Books; 512 pages; $35. Allen Lane; £25

SLAMIC CIVILISATION got off to a rocky
Istart. Its first city, which lay in an arid
Arabian desert, excluded non-Muslims
and sentenced apostates to death. That in-
auspicious beginning makes the subse-
quent fecundity all the more startling.
Within decades, its great metropolises as-
pired to reproduce paradise on Earth. In
“Islamic Empires” Justin Marozzi, an Ara-
bic-speaking writer, encounters 15 of them,
one for each century of Islam’s history. His
book is a relief from the often downbeat
tone of literature about the region.

Damascus had a Christian majority
when it became Islam’s capital three de-
cades after the Prophet’s death in 632. Its
caliph, Muawiya, adopted many of the na-
tives’ ways. His treasurer, physician and fa-
vourite wife were all Christians; for a time
Greek and Pahlavi remained the official
languages. Leaders decorated their plea-
sure palaces with frescoes of bare-breasted
women and bacchanalian feasts. Baghdad,
founded in 762 and the world’s first circular
city, was even more dissolute. True, Harun

Babur the king

al-Rashid, its greatest caliph, memorised
the Koran. But the life he led with his court
poet, Abu Nawas, was so ribald that detrac-
tors called him commander of the unfaith-
ful. Such permissiveness endured. The Ot-
toman sultan decriminalised homo-
sexuality in1858, a century before Britain.

These cities were as multinational,
multi-ethnic, multilingual and multicul-
tural as the empires they ruled. When
Omar, the third Sunni caliph, conquered
Jerusalem, he cleaned up the Temple
Mount, which Christians had made a dung
heap to symbolise Jewish degradation, and
invited Jews back to pray with Muslims.
The Arabic name for the city, Beit al-Mag-
dis, was adapted from the temple’s namein
Hebrew, Beit Hamikdash (“Place of Holi-
ness”). The pluralism set a precedent.
Whereas Christian conquerors expelled
Muslims and closed their mosques in
Spain, Hungary and Greece, Muslim over-
lords welcomed other faiths.

Under Islam, Cordoba may have been
Europe’s largest city (it also gave the conti-
nent deodorant and toothpaste). Istanbul,
conquered in 1453, became the seat of the
Orthodox patriarch and chief rabbi as well
as of the caliph (though Hagia Sophia, a
Byzantine cathedral, became a mosque).
Shah Abbas’s new capital, Isfahan, had 29
churches and an Armenian cathedral.

This openness, Mr Marozzi says, made
Islamic cities a “giant ideas laboratory”.
After the arrival of paper in the eighth cen-
tury, they opened madrassas, or acade-
mies, with vast libraries. Qarawiyin,
founded by awoman in 859 in the north Af-
rican city of Fez, is the world’s oldest
continually surviving academic institu-
tion. According to Ibn Tudela, a 12th-cen-
tury Jewish visitor to Baghdad, the caliph of
the era read Hebrew. The third Mughal em-
peror, Akbar, launched a new universal
creed, complete with an interfaith think-
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tank, the Ibadat Khana. Manicured parks
studded emerald cities on the edges of de-
serts. Cairo’s roof gardens bloomed with
orange groves. In the 16th century Babur
was known as the Gardener King after
planting ten parks in his city, Kabul.

As the threats from a resurgent West
mounted, however, some rulers turned in-
ward; the faithful grew defensive. Defeat
and intolerance went hand in hand. Sultan
Hossein, a shah of the Safavid dynasty, shut
Christians and Jews indoors when it rained
lest they contaminate Shias. He lost Isfa-
han to the Afghans in 1722 and was behead-
ed in his dazzling Hall of Mirrors. “Craters
had replaced flowerbeds,” reflects Mr Ma-
rozzias he wanders through what had been
Kabul’s terraced gardens. “The heteroge-
neous has given way to the homogeneous.”

Mr Marozzi resists the impulse to say
modern Islam has reverted to its harsh, in-
tolerant origins. With their free trade, mul-
tinational populations, sybaritic excesses,
showpiece museums and soaring architec-
ture, his last two cities, Dubai and Doha, re-
call those of the heyday he mourns. The ap-
petite for huge sports events, such as the
football World Cup of 2022, testifies to
their global ambitions. If only they could
alsorecover Islam’s intellectual buzz. ®

Enigmatic fiction

Ghost in the
machine

The Death of Jesus. By J.M. Coetzee. Harvill
Secker; 208 pages; £18.99. To be published in
America by Viking in May

HEN THE South African government
\;V condemned J.M. Coetzee’s portrayal
of rape in “Disgrace” (1999) as racist, the
charge ignored the way the story is refract-
ed through the eyes of its central character,
a white university lecturer sacked over an
affair with a student. “Disgrace” was a #Me-
Too novel before its time, justas “Summer-
time” (2009), a book comprised of inter-
views with people who knew the late “John
Coetzee”, was a prototype of what has since
become known as “autofiction”. By the
time pseudo-autobiographical game-play-
ing had come into vogue, Mr Coetzee had
embarked on an enigmatic project whose
purpose is even harder to pin down.

His latest novel, “The Death of Jesus”,
completes a trilogy that began with “The
Childhood of Jesus” (2013). In that book,
middle-aged Simo6n meets a lost boy, Da-
vid, en route to a Spanish-speaking city
populated by refugees who, like them,
can’'t remember who they are or where they
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» The story turns on David’s stubborn refusal
to learn numbers in the conventional or-
der. His arithmetical heresy forces Simon
and his adoptive mother, Ines, to flee the
authorities and—in “The Schooldays of Je-
sus” (2016)—to teach him at home.

David is ten when the tale resumes in
the new book. His urge to represent a local
football team, against Ines’s wishes, leads
him to smear Simon as a child molester be-
fore running away. But soon the family are
reunited when David falls mysteriously ill,
and his talk of a “message” causes commo-

As in previous volumes, the obvious
question—where is Jesus?—generates sus-
pense. The novels can be interpreted as a
bid to dramatise the epistemic challenges
of an encounter with the divine. Is David’s
stubbornly irrational cast of mind a sign
that he is anointed, or merely a child? The
conundrum prompts the reader to reflect
on how far those terms overlap.

Mr Coetzee’s tone is philosophical but
not arid. The tender antagonism between
David and Simon, left flat-footed by his
precocious ward, brims with emotion,

tied themselves in knots answering a
child’s whys will enjoy. When Simén at-
tempts to console the boy by saying his ill-
ness is just bad luck, since “in ninety-nine
cases out of a hundred” germs “fail to get
in”, David upends the logic: “Simoén says I
am number one hundred, and number one
hundred has to die.”

The characteristically concise present-
tense narration creates a kind of crystalline
opacity; “The Death ofJesus” is a novel with
many doors, but no key. It is a remarkable
achievement by a writer whose evolution,

tion at the hospital where he is confined.

even comedy, which anyone who has ever

A cup o’ kindness

A politically charged debate over the status of the Scots tongue

S THEY CLEARED their heads after

Burns Night on January 25th, having
celebrated their national poet with whis-
ky and haggis, another hangover loomed
for Scots in less than a week’s time. A
majority of them rejected Brexitin the
referendum of 2016, whereas a majority
in the United Kingdom overall supported
it. Scotland is now leaving the European
Union against its will—prompting a
renewed call for Scotland, in turn, to
leave the UK.

Naturally, the case forindependence
plays up characteristics that differentiate
Scotland from England. Among them is
language, which diverges from the talk
south of the border in two main ways.
One is Gaelic, a Celtic language impene-
trable to outsiders (it is related closely to
Irish and Manx but only distantly to
English), which, however, is spoken only
by around 50,000 people, or about 1% of
Scotland’s population. The bigger differ-
ence is Scots—though quite how differ-
entitis remains a matter of debate.

As soon as you cross over from Eng-
land, syntax and pronunciation change
sharply. While the dialects of northern
England have much in common with
each other, the break at the borderis
stark. Because of that, some observers
think Scots is not a dialect of English but
adistinct (if related) language. The pro-
independence Scottish National Party
affirms as much in its manifestos.

Pronunciation is not enough to make
Scots alanguage, or the Geordie English
spoken in the north-east of England
would be one, too. But it also has its own
vocabulary, which goes beyond the
well-known “aye, bonnie lass” of films
and television. Scots descends from
Northumbrian, one of the dialects of Old
English; standard southern English
descends from a dialect farther south.

Scots retained Old English words that
southern English lost, such as “bannock”.
It was more influenced by Norse, in words
such as gate (street) and kirk (church). It
also has words from Gaelic, not just loch
and whisky but quaich (a kind of bowl) and
sonse (good luck). It has its own Norman
French borrowings, not shared with Eng-
lish, such as douce (sedate, sober).

Still, vocabulary does not make a lan-
guage either. More fundamental still is
grammar—and here, Scots stands out
again. Its speakers say “I'm going to my
bed” whereas Englishmen say simply “to
bed”. “Dinnae” is a Scots version of “don’t”.
“Div” commonly replaces the auxiliary
verb “do”. There are past-tense forms such
as jamp (jumped), and irregular plurals like
een (eyes) and kye (Cows).

The Scots Syntax Atlas, free online, also
shows how Scots varies internally. If you
find along-missing item, you might say
“thereitis” in English. But while, in other

contexts, “itis” contracts to “it’s”, you can’t

say “there it’s!”—save in a belt of Scotland
running roughly from Kilmarnock to
Edinburgh. People in that belt are unlikely

atthe age of 79, continues to surprise. B
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to say “so apparently himself is joining
us for dinner,” while northern, highland
and some island Scots do.

There is no consensus among profes-
sional linguists as to whether, in aggre-
gate, these features make Scots a lan-
guage, or merely a dialect. Geoffrey
Pullum, an Englishman at the University
of Edinburgh, leans towards language
status. Despite his expertise (and living
in Scotland), he “simply cannot un-
derstand two Scots-speaking workers
when they are chatting with each other”.
He emphasises those grammatical differ-
ences, as well as the long literary history
of Scots.

David Adger, a Scot at Queen Mary
University of London (and, like Mr Pul-
lum, a specialist in syntax), is uncon-
vinced. He studies Scots as one among
many varieties of English. Afterall,
people who speak it can vary their deliv-
ery from broad Scots to Scottish-accent-
ed standard English on a smooth contin-
uum, depending on the circumstances.

This makes Scots and English differ-
ent from, say, Danish and Norwegian.
Speakers of those related tongues un-
derstand each other with few problems.
But they are not in the habit of making
transitions between the two—they speak
one or the other. Politics is integral to the
divide: Norwegian was consciously
developed away from Danish as part of a
push forindependence.

As an old saying goes, “alanguageisa
dialect with an army and a navy.” Recog-
nition for Scots as a language may;, ulti-
mately, be clinched not by grammatical
arguments but by political ones. In other
words, proclaiming it to be a language to
support Scottish independence may have
little impact. But gain independence, and
outsiders might take Scots seriously as a
separate language, too.
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Islamic Republic of Pakistan

CAPITAL DEVELOPMENT AUTHORITY
REQUEST FOR PROPOSAL (RFP)

The Capital Development Authority Islamabad, Islamic Republic of Pakistan (Client) hereby intends 10 hire suitable and renowned intérnational Consulting firms hawing vas! experience in the field of Water Supply

& Sewerage system for the lollowing scope of services

SCOPE OF SERVICES

) Development of a comprehensive long-term Water Master Plan for the ICT region |slamabad including but not limited to the Bulk Water Supply, Water Fitration, Water Distribution, Sewage and Wastewater
collection and treatment, demand side management, tariff rationalization, strategic planning, identification of interventions schemes, prefiminary cost estimates, financing strategy and feasibility analysis and

i) Updating the feasibility sludy, preparation of a tendér ready concepl/ preliminary engineering design, cost estimates, lender drawings, financial models & bidding documents etc for the project lithed
*Conduction of Bulk Water Supply from Tarbela Reservoir lo Islamabad and Rawalpindi in Public Private Partnership mode™
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1)  Certificate of Registration with accredited professional institution and registration with relevant authority in their respective country.

2) Certificate of Registration with Pakistan Engineer Council (PEC)

3) Listof Technical/ Professional staff showing project-wise experience as per RFP Document. Foreign and Local staff ratio will be 70:30
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5) Audited statement of accounts for the last three years must be provided by the bidders.

6) RFPDocument will be issued on submission of written letterhead and payment of PKR 5000/~ (USD 33)( non-refundable ) in the form of Pay Order/ Demand Draft/ Cash.
7)  Successtul bidder or his local partner should be registered with FBR

B) Certificate/ Undertaking to the effect that Firm is not Blacklisted and not under Litigation with any Government Organization

9) A pre-bid meeting will be held on March 2, 2020.

10) Detailed TOR's are available on CDA and PPRA websites www,.cda. gov.pk. www.ppra.org.pk
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Announcements Courses

Readers are recommended

LOW PAY . to make appropriate enquiries and take
f;z st v appropriate advice before sending money,
- incurring any expense or entering into a
binding commitment in relation to an
advertisement.
The Low Pay Commission of Ireland is The Economist Newspaper Limited shall not be

offering two bursaries of €25,000 for liable to any person for loss or damage incurred
research on the Irish Labour market or suffered as a result of his/her accepting or

offering to accept an invitation contained in

any advertisement published in The Economist.
fund for
commodities

The Common Fund for Commodities (CFC) is an intergovernmental H EAI-TH pU I-I CY

financial institution established by the United Nations and is based
in Amsterdam, the Netherlands. The CFC invites applications for
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Economic data

Gross domestic product | Consumer prices |Unemployment |Current-account |Budget Interest rates Currency units

9% change on year ago 9% change on yearago |rate balance balance 10-yr gov't bonds  changeon per $ % change

latest quarter* 2019t latest 2019t | % % of GDP, 2019t % of GDP, 2019t latest,% year ago, bp Jan 29th on year ago
United States 21 @3 2.1 2.3 2.3 Dec 1.8 3.5 Dec -24 -4.6 1.6 -112 -
China 60 Q4 6.1 6.1 45 Dec 29 36 Q4 15 -4.3 28 8 -21.0 6.93 =219
Japan 17 @3 18 0.8 0.8 Dec 0.4 2.2 Nov 32 3.0 nil -8.0 109 0.1
Britain 1.1 Q3 17 13 1.3 Dec 1.8 38 Octit -43 -1.8 0.6 -79.0 0.77 -1.3
Canada 1.7 Q3 13 17 2.2 Dec 2.0 56 Dec -2.1 -1.0 1.3 -63.0 1.32 0.8
Euro area 12 3 1.1 12 1.3 Dec 12 7.5 Nov 32 -09 -0.4 -57.0 091 -3.3
Austria 15 @3 -07 1.6 1.7 Dec 1.4 42 Nov 1.6 0.2 -0.2 -61.0 091 33
Belgium 16 @3 17 13 0.8 Dec 13 52 Nov -0.1 -13 -0.1 -82.0 091 -33
France 14 @3 1.1 13 1.5 Dec 13 84 Nov -09 -3.2 -0.1 -73.0 091 -33
Germany 05 @3 0.3 0.6 1.5 Dec 13 3.1 Nov 73 1.0 -0.4 -57.0 091 -33
Greece 27 Q3 23 22 0.8 Dec 0.5 16.6 Oct -23 06 12 -279 091 -33
Italy 03 @ 0.2 0.2 0.5 Dec 0.7 9.7 Nov 29 -22 1.0 -168 0.91 -33
Netherlands 19 @3 1.8 1.8 2.7 Dec 2.7 4.1 Dec 9.2 0.6 -0.3 -57.0 091 -3.3
Spain 19 @3 1.6 2.1 0.8 Dec 0.8 14.1 Nov 1.0 -2.3 0.3 -94.0 0.91 -33
CzechRepublic 34 @3 16 2.6 32 Dec 29 22 No# 0.7 02 16 240 229 -1.6
Denmark 23 @3 15 2.1 0.8 Dec 0.8 3.7 Nov 83 15 -0.4 -72.0 6.79 -3.7
Norway 13 @3 0.1 1.0 14 Dec 2.2 40 NovH 54 6.5 13 -47.0 9.17 -12
Poland 42 3 53 42 34 Dec 23 52 Dect 0.5 -1.2 22 -60.0 3.89 -33
Russia 17 @ na 1.2 3.0 Dec 45 46 Dect 48 1.8 6.3 -209 62.7 5.4
Sweden 1.7 Q3 1.1 12 1.8 Dec 1.8 6.0 Dec’ 34 0.4 nil -40.0 9.62 -5.6
Switzerland 1.1 @3 1.6 0.8 0.2 Dec 0.4 2.3 Dec 10.2 0.5 -0.7 -52.0 0.98 20
Turkey 09 na 0.1 11.8 Dec 15.2 134 Octs 0.2 3.0 9.9 -528 5.96 -109
Australia 17 3 18 1.7 18 4 16 5.1 Dec 03 0.1 1.0 -121 1.48 -5.4
Hong Kong 29 Q@3 -121 -0.6 29 Dec 3.0 3.3 Dech 48 -0.1 15 -43.0 7.77 1.0
India 45 @ 45 49 74 Dec 36 7.6 Dec -1.8 =319 6.6 -96.0 713 -0.2
Indonesia 50 @3 na 5.1 2.7 Dec 30 53 @3t -23 -20 6.6 -148 13,628 34
Malaysia 44 Q3 na 45 1.0 Dec 0.8 3.2 Now 3.1 -3.5 32 920 408 0.7
Pakistan 33 2019 na 33 126 Dec 94 58 2018 -26 -8.9 1 T -221 155 -103
Philippines 64 Q4 9.1 5.7 2.5 Dec 24 45 Q4 -0.3 -3.1 46 -184 50.8 32
Singapore 08 o4 01 0.7 0.8 Dec 0.5 23 © 17.4 -0.5 1.6 -58.0 1.36 -0.7
South Korea 22 4 47 1.8 0.7 Dec 04 34 Dect 3.0 0.8 1.6 -44.0 1,177 -52
Taiwan 34 o4 70 2.6 1.1 Dec 0.5 3.7 Dec 119 -09 0.6 -25.0 30.0 2.8
Thailand 24 Q3 0.4 2.4 0.9 Dec 0.7 1.1 Novs 6.8 -2.8 1.3 -91.0 31.0 1.7
Argentina -17 @3 38 -2.7 53.8 Dect 537 97 @ =1l.2 -4.0 na -464 60.2 -383
Brazil 12 @3 25 12 43 Dec 3.7 112 NovsH -23 -5.7 43 -282 4.22 -11.6
Chile 33 @ 30 13 3.0 Dec 2.3 6.9 Novs# -3.0 -1.8 33 -90.0 791 =155
Colombia 33 @ 23 3.1 3.8 Dec 35 93 No¥ -4.5 -2.5 5.7 -89.0 3,401 -70
Mexico 03 @3 01 nil 2.8 Dec 3.6 3.1 Dec -0.8 2.7 6.7 -178 18.7 18
Peru 30 @3 29 2.3 1.9 Dec 2.1 54 Dec’ -1.9 -1.7 4.1 -152 3.34 0.6
Egypt 57 na 5.6 7.0 Dec 8.1 78 Q38 -0.2 7.1 na nil 15.8 1.5
Israel 42 @3 41 34 0.6 Dec 09 39 Nov 24 -39 09 -124 345 6.7
Saudi Arabia 24 208 na 0.4 0.3 Dec -1.2 55 @3 48 -6.0 na nil 375 nil
South Africa 01 3 -06 0.4 40 Dec 4.2 29.1 Q38 -3.8 -59 9.0 24.0 14.6 -6.8

Source: Haver Analytics. *% change on previous quarter, annual rate. TThe Economist Intelligence Unit estimate/forecast. SNot seasonally adjusted. ¥New series. **Year ending June. tfLatest 3 months. ¥¥3-month moving
average. $55-year yield. TTtDollar-denominated bonds.

Markets Commodities
% change on: % change on:
Index one  Dec3Tst index one Dec31st The Economist commodity-price index % change on
In local currency Jan 29th week 2018 Jan 29th week 2018 2015=100 Jan21st  Jan 28th* month year
United States S&P 500 3,273.4 -1.5 30.6 Pakistan KSE 41,898.7 -1.6 13.0 Dollar Index
United States NAScomp 9,275.2 -1.2 39.8 Singapore STI 3,182.6 -22 3.7 All ltems 117.0 1135 -18 6.0
China Shanghai Comp 2,976.5 -2.8 19.4 South Korea KOSPI 2,1853 -3.6 7.1 Food 1019  100.1 23 78
China Shenzhen Comp 1,756.8 -35 38.6 Taiwan TWI 12,118.7 nil 24.6 Industrials
Japan Nikkei 225 23,3794 -2.7 16.8 Thailand SET 1,524.6 -32 -2.5 All 1311 126.0 215 47
Japan Topix 1,700.0 -25 13.8 Argentina MERV 40,3414 -4.0 332 Non-food agriculturals 104.3 101.8 16 6.7
Britain FTSE 100 7,483.6 -1.2 1.2 Brazil BVSP 115,384.8 -25 313 Metals 139.1 1332 15 7.7
Canada S&P TSX 17,511.8 -0.5 223 Mexico IPC 45,132.6 -1.0 8.4 =
Sterling Index
Euro area EURO STOXX50  3,736.4 -09 245 Egypt EGX30 13,762.8 0.1 5.6 All iterme 1367 1334 02 73
France CAC 40 5,954.9 -09 259 Israel TA-125 1,643.3 -23 233 ) ) ’ ’
Germany DAX* 133450  -13 26.4 Saudi Arabia Tadawul 81855  -29 46 Euro Index
Italy FTSE/MIB 24,1647 19 319 South Africa JSE AS 56,3707 2.7 69 Allitems 1169 1144 02 100
Netherlands AEX 605.2 -1.0 24.1 World, dev'd MSCI 2,3735 -15 26.0 Gold
Spain IBEX 35 9,546.7 -0.3 11.8 Emerging markets MSCI 1,097.5 -3.2 13.6 $ per oz 1,557.8 1,570.9 33 199
Poland WIG 57,351.2 -1.8 -0.6 Brent
Russia RTS, $ terms 1,570.7 -26 473
Switzerland SMI 10,859.9 -03 2838 US corporate bonds, spread over Treasuries $ per barrel 64.7 600 96 23
Turkey BIST 119,689.4 -2.5 31.1 Dec 31st Sources: Bloomberg; CME Group; Cotlook; Datastream from Refinitiv;
Australia All Ord. 7,135.9 -16 250 Basis points latest 2018 Fastmarkets; FT; ICCO; ICO; 1S0; Live Rice Index; LME; L\IZ Wool
Hong Kong Hang Seng 27,1606 V) 51 Investment grade 144 190 Services; Thompson Lloyd & Ewart; Urner Barry; WSJ. *Provisional.
India BSE 41,1987 0.2 14.2 High-yield 475 571
Indonesia IDX 61130 -19 -13 Sources: Datastream from Refinitiv; Standard & Poor's Global Fixed For more countries and additional data, visit

Malaysia KLSE 1,550.5 -1.7 -83 Income Research. *Total return index. Economist.com/indicators



Graphic detail The Democratic primary

Bernie and bust

In a ranked-choice voting system,
leftist purism would help moderates

MONG THE reasons why Donald Trump

won the White House, America’s sys-
tem of choosing presidential nominees is
rarely discussed. Yet it was the Republican
Party’s winner-take-most allocation of
primary delegates thatlet him converta se-
ries of narrow pluralities into a large lead.
Next week, the Democrats’ primary season
begins with the Iowa caucuses. In an echo
of 2016, Bernie Sanders, a factional leftist,
leads the polls in the first states to vote.

Could history repeat itself? To avoid
such an outcome, the Democrats distribute
delegates in proportion to votes. But this
carries its own hazard. If no one wins a ma-
jority, delegates to the party’s convention
choose the victor. That could leave the
nominee without democratic legitimacy.

Both risks can be avoided using ranked-
choicevoting (rRcv), in which voters rank as
many candidates as they want from first
place to last. If no one wins at least half of
first-choice votes, the least-popular option
is eliminated, and all ballots cast for them
are reallocated to those voters’ second
choices. The process repeats until some-
one wins an absolute majority.

Six states are set to use a partial form of
RCV in their primaries. And in the general
election, Maine will become the first state
to cast electoral votes using RCV.

What would happen if the Democrats
held a national rRcv primary? YouGov, a
pollster, recently asked 2,000 voters to
rank the candidates. Its data show that Joe
Biden, the national polling leader, would
also win under Rcv. But he would owe his
victory as much to the stubbornness of Mr
Sanders’s fans as to his own popularity. |

Democratic primary voters’ first and second choices
Share of second-choice votes, %

M Progressive Progressive
B Moderate first choice
Sanders ~ Warren 100

= Sanders's first-choice
voters are more No
ideologically rigid than Scicc‘;:: 75
Warren’s. They are far listed
less likely to rank a
moderate in second 50
place, and also much
more likely to refuse
to name any other 25
candidate

Most popular

second choice 0

Source: YouGov/ The Economist

In a ranked-choice primary, Joe Biden would narrowly beat Elizabeth Warren

How ranked-choice voting (RCV) works

[E3 Votersrank as many Otherwise, the candidate with the fewest first-choice votes is
. candidates as they wish eliminated. Their ballots are reassigned to each voter’s next
in order of preference. If a choice. The process repeats until someone reaches 50%
E7) candidate gets >50% of a

first-choice votes, they are
EIN named the winner [

Simulation of the Democratic primary using RCV, based on YouGov's ranked poll*

M Progressive M Moderate Vote share among

remaining candidates, %

¥ The candidate with
the fewest first-choice Bernie Elizabeth Joe
votes is eliminated Other candidates Sanders Warren Biden

L 2% ] 2% | 3%

¥ A new round begins, and
Steyer's votes are reassigned

Tom Steyer 2% .
Tulsi Gabbard 3% [l
Andrew Yang 4% -

Amy Klobuchar 5% -

Michael Bloomberg

¥ Once Bloomberg
is eliminated, most of
his votes go to Biden

Pete Buttigieg 11% | A I -1

¥ With just three candidates left, the
two leading leftists combine for 58%
of the vote. Warren reaches the final
round because Buttigieg's voters
strongly prefer her to Sanders

Bernie Sanders 28% Warren 30% Biden 42%

¥ Among Sanders voters at this
stage, 36% go to Warren and just
12% to Biden. But 52% refuse to
rank anyone else. Their ballots
are discarded once Sanders loses,
making Biden the winner

Warren 47% Biden 53%
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Moderate Moderate
first choice first choice
Biden Buttigieg 100 Klobuchar Bloomberg 100
- Voters who favour - These candidates’
these moderates first-choice voters
seem to like their 75 appear determined to - 75
calls for unity, but stop the left from
are not ideologically P winning the nomination. -
fussy. About a third C Barely a fifth rank .
of thyem list Warren - = Waran or Sanders as Biey >0
or Sanders as their - their second choice. In .
second choice 25 particular, Klobuchar's Biden 25
supporters are happy to
Other settle for an alternative
moderates ) et .

*Poll conducted December 28th 2019-January 29th 2020



® Obituary Kobe Bryant

The Economist February 1st 2020

Love story

Kobe Bryant, basketball player, was Kkilled in a helicopter
crash on January 26th, aged 41

WHENEVER HE WAS asked why his whole life had been spent
playing basketball, Kobe Bryant’s narrow eyes searched up-
wards, and his mouth trembled. The answer was simple, yet so
complicated. It began with the orange ball, the smell of it, the feel
of the pebbled leather grains and the perfect grooves under his
hands; and its bounce, and the way it sounded different on con-
crete or polished hardwood. Then came the net, the shot slithering
right through it with that triumphant springing whoosh, while he
howled with joy. Then every movement of the game, the strategies,
the dodging and feints, the squeal of sneakers on the court. What-
ever had thrilled him as a child (watching his father, also a pro
player, on Tv, wearing his own little 76ers outfit, running and
jumping along with him) still thrilled him when in 2016 he retired
from the game. “Dear Basketball”, he wrote,

From the moment

I started rolling my Dad’s tube socks
And shooting imaginary
Game-winning shots...

I knew one thing was real:
AlovesodeepIgave you my all.

“My all” meant training obsessively, like a maniac. He would go to
the gym and shoot for hours, all day, all night. Hundreds of times,
not just taking shots, but making them, running steps and pat-
terns, practising shots off the rebound. I ran up and down every
court/After every loose ball for you. He would ponder what would
make his game unstoppable and then work backwards from there,
building it piece by piece, move by move, repeatedly. Then, when
the actual game arrived, it was all just muscle-memory. He per-
fected his own works of art: the jab-step-and-pause, using unex-
pected footwork to pass the defender, and the fadeaway, shooting
while he jumped high and backwards from the basket.

For20seasons, averylong time to stay with one team, he played
as a shooting guard for the Los Angeles Lakers. With them he won
five NBA championship rings and was most valuable player in two
finals. His 81 points at home against Toronto, in 2006, was the sec-
ond-highest individual score recorded in league history. By the
time he retired he had the third-highest points total, 33,643, over-
taken only days ago by the game’s present leading star, LeBron
James. His own stardom brought him in a salary of around $30m a
year, allowing him to dress in Gucci and to keep house in a gated
community in Newport Beach, California. It also brought sponsor-
ship deals, such as the one with Nike, whom he asked to design
shoes with heels and midsoles that could shave precious hun-
dredths of seconds off his reaction time. For he didn’t care so much
about money, points, or the fans’ applause; they could turn against
him anyway, as they did after he was accused in 2003 of sexually as-
saultingawoman in Colorado, a case dropped but never cleared up.
He cared about being the best, winning games. Simple and plain.

His obsession could make him by turns hustling, mean and de-
jected. When he joined the Lakers, his dream team, in 1996, traded
from the Charlotte Hornets, he was only 17, the youngest player in
the NBA. He had been picked for the pro leagues straight from his
suburban high school and had lived as a boy in Italy, two things
that made him odd. But he came in burning with self-belief. No
babying for him; he was hard, focused, a lone artist, and much of
that stayed. He called himself the Black Mamba later, an assassin-
snake, ruthless in the strike. Unjust foul calls and lost play-off
games—especially the finals against the Detroit Pistons and the
Boston Celtics—threw him into misery and vows of revenge.

On the court, lithe and nimble, he wanted every game for him-
self. Team-mates thought him selfish, not passing enough and
shooting far too much, missing more shots in his career than any-
one in NBA history. He hit back at that, since at least he stayed with
one team and didn’t go off somewhere else; he wanted the glory of
winning the play-offs for the purple-and-golds, not just himself.
Yet he so loved the ball that it just seemed drawn towards his
hands. And he went on shooting, and shooting, not least because
he sometimes saved a game with a fabulous floater in the final sec-
onds. Besides, airballs too could look and feel good, good from tra-
jectory to follow-through, on-line, on target. Some people thought
Mozart had too many notes.

As in most love affairs, he had competition. One was Michael
Jordan, the greatest basketball player of the era, the Buddha on top
of the mountain and winner of six rings, whom he once asked for
advice while he was guarding him. Another was Shaquille O’'Neal, a
charming giant who also played for the Lakers, but infuriated him
because he little-brothered him and did not train like he did. (No
one trained like he did.) To prove he was the best of basketball’s
lovers, he would go on playing when he was hurt, shooting left-
handed when his right hand was injured, staggering on when an-
kles, knees and back were all sore. If he decided he was playing, no
manager or coach could do anything about it. I played through the
sweat and hurt/...because YOU called me.

He claimed to have no memory of the last game he played,
though he scored 60 points in it from 50 shots. For a while his in-
terests had been branching into multimedia, writing, film-making
and setting up a Mamba Sports Academy in Thousand Oaks. But
most of these still had basketball at the core. His longest film,
“Muse”, was about his career, and an animated short based on
“Dear Basketball” won an Academy Award. He gave motivating
talks in America and Asia in which all his life-lessons were carried
over from the court. At Thousand Oaks he coached his second
daughter Gianna, among many others, in how to play his way.

With a lover’s impatience, he increasingly took helicopters to
gettoand from games, events, his officeand theacademy, in which
case he might take Gianna with him. Carpe diem, seize the day, was
his motto, learned at school in Italy; tempus neminem manet, time
waits for no man. Bad weather would hardly deter him. |
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A golden age of giving?

Visions of the future of philanthropy
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